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88TH CONGRESS H R 7885 1ST SESSION • 

• • 
[ Report No. 588] 

IN THE SENATE OF THE UNITED STATES 

AUGUST 26, 1963 

Read twice and referred to the Committee on Foreign Relations 

OCTOBER 22, 1963 

Reported by Mr. FuLBRIGIIT, with an amendment 

[Strike out all after the enacting clause and insert the part printed in italic] 

AN ACT 
To amend further the ] 1oreign Assistance Act of 1961, as 

amended, and for other purposes. 

1 Be it enacted by the Senate and House of Representa-

2 tives of the United States of America in Congress assembled, 

3 ~ this :Ae-t may oo ei-too: as the "Foreign .t.1.ssisioo0c -Aet 

4 e:f 1968". 

5 PART I 

6 CHAPTER 1 POLIO¥ 

7 SH&. Wh Chapter -1-e:f pffi!t I m the Foreign Assistance 

8 Aet e£ 1961, as am:eRded, is hereby redesignated "POLIO¥" 

9 ftOO seetien -1-G!,-:rNhieh relu.tcs te shert title, is hereby 

lO deleted. 

ll 

-



2 

1 ~ -1-92-; Section -100-el the Eereign _,__A..._ssistanee Aet et 

2 -1-9fil as amended, which relates te s-tatement ef policy, is 

3 amended a-s follwNs : 

4 -fat ±ft the la-st sefttenee et the se=v·enth paragraph, strilre 

5 oot "should emphasiw long range deyelopment assistance" 

6 aE:d insert m liett thereof ''shall emphasize long range de--

7 l • " ve opment assistance . 

8 -fbt Immediately aft& the seventh pw·agraph, insert the 

9 following: 

10 ~ Congress further decla,res that, in erder te assure 

11 toot eaeh program el assistance under this part is admin 

12 istered m sooh Bi mtliH'fl-er as will nwst effectively earry em 

13 the policies stated m this seetien, eaeh request fer authoriza 

14 tiBn el fUftds ;fer sooh program shall oo accompanied by a 

15 .detailed statement setting forth 

16 

17 

18 

19 

~ the purposes ef sooh program, 

~ the speeitie objectives e-f sooh program, ftftti 

~ the priorities assigned te sooh purposes aoo 
obJect1ves, 

20 which will oo adhered te m the administration el sooh 

21 program." 

22 -ft+ ~ eighth paragraph is amended te read as fel-

23 ~ 

24 .:!.Jt is the sense ef the Congress thftt m the udmmistra 

25 tien el these fUftds great attention and OOBsiderutioo shoold 

3 

1 oo gwefi te these countries whieh share the ¥iew et the Ynit-ee: 

2 States en the world erisis and whieh dB net, as ft restHt et 

3 United Stutes ussisttmce, divert t-heif ewn eoonemie resoorees 

4 te military er propaganda effert-s ffi:reetee: against the Yni-ted 

5 States er against ether eeuntries receiYi:ag rud ttooer this 

6 Aet, whether er net sooh efforts are supported by -the &tviBt 

7 TT • G • f'il • " umon er ommumst u111na. 

8 -fdt Immediately ftfter the tenth pamgmph ifisert the 

9 following : 

10 ~ is the seftSe el the Gengress that,· in the sJrninistra-

11 tiBn et pregrums et assistanee under ehap-ter ~ et this part, 

12 every possible preetuitien should be taken te aBffiffe that Stt:eh 

13 assistance is net diverted te short term emergency pluposes 

14 ( such as budgetary putJtef,e&;- balance of payments purpooes, 

15 er military fffiIJH:~B~t er aey ether fffirf}BBe oot • e::,be11tiuJ ~ 

l6 the long range economic development ef recipient eeuntrie&.-

17 I-t is further the sense el the Congress th-at short term emer 

18 gency purposes Stt:eh as these rekffed te m the preceding 

19 sentence should oo met, te the e~ pessilile, threugh in-ter--

20 n:a-tienal institutions (such as the Internutiewl ;Monetary 

21 Fund) which are equipped te condition assistunee en im-

22 mediate economic aE:d monetary reform." 

23 -fet ~ fust sentence ef the last pa-m-greph is amended 

24 by inserting ~ private enterprise within Stl:Ch 

25 • \ " • .. .J" l ~ .C .. ~,. " i- • " coantnes, rmmeumte1y tttttr eounvnes . 



( 

4 

1 -fit Immediately ft!ter the fust sentence et the last f)fl,rflr-

2 graph ins€rt the fellowing new sentence : .::In particult1r-; the 

3 OongrCBS urges that ethBr industrializ-ed free world cmmtries 

4 increase their eentribatiOOB and impre¥e the fBr:ffiS ood t,emH, 

5 et their assistance se that the burden et the common under · 

6 taking, wltteh is fur the benefit et aY, shall be ~--hly beme 

7 by ftlh:!. 

8 

9 

10 

OIIAP':PE-R 2 DEVELOPMENT ASSIST.ANOE 

TITLE I DE:v-BL0PME~ ~ FUND 

8£&.-~ ~ seeend sentenoo e{ section -201 (b) e-t 

ll the Foreign Assistance Aet et -19fil.;-ftS amended, which 

12 relates te eensiderations te he tafren inte account in making 

13 ±eftllS ffeffi the development le-an fuoo, is amended as 

14 follows: 

15 -fat Strike oot clauses f4 ttatt --f-2} aBJ insert in liea 

16 theroot the f.ollowing: ~ whether financing eeHM he eb--

17 tained in whole er m part ffflffi eth-er free world sources oo 

18 reasonable teFms, ineftl:6:ing pri¥a-te SBRrees within the Unitecl 

19 States, -f2t the economic frfrd teehnieal soundness et the 

20 aeti=dty te be financed, including the eapa:eity et the recipient 

21 country te repay the !Boo at a ffftBBna-hle rate Bf interest,".-

22 

23 

-f-Br Strike wt "and" tut the end et clause -(-&)-: 

-fer Insert immediately Berere th-e perietl a-t the end Bf 

24 ffiffih seeend sentence the rellowing : =!, ood -fit the economic 

25 development plans e1 the requesting country, which plans 

5 

1 should specifically provide fur appropriate ~cipation by 

2 private ooterpr.ise and include ftfi analysis Bf current human 

3 B;OO material resources, tegether with a prejeetien &t the 

4 ultimate objectives e{ the plans with respect te the overall 

5 economie de=velopment e1 sa-eh country''. 

6 SH&.-1G4-; Seetien 202 (a) et the Eereign A-ssis-tafiee Aet 

7 e{ 19 61, a-s amended, whieh relfttes te authorizations fur the 

8 Development ±16ftll E1--l-itd, is ftmeftded by iRB-erting immedi 

9 ftteiy betere the period a-t the end thereof the follow_.ng: 

10 ": Priovidcd furithe'P, !!%at, in erd-er te €iteettlft-te the purposes 

11 ood provisions et sections -1-00,--2G-1, ~ and 002- et this 

12 Aet, oot less tfiftfi w per centnm et th€ moos approp1qate-d 

13 pursmmt te this snbseetien tor the ftseal year ending June 

14 .go, -1-00~ a:B:d Jttn-e .go, -1-0GS re:,pectivrly sltftU be twailable 

15 enly ror leans ffiatW fur purposes ef eoooomie d-e¥elepment 

16 L. • • " throngu pri¥Bite enterpn~ 

17 SH&. ~ Sootien 001-fdr et the Eereign Assistanee 

18 Act et 1961, as amended, whieh relates te inte:rest rates en 

19 development leoo-s, is umended by inserting immediately 

20 after~ ne event'' the full&wing-; ~ thaE: 2-per eentum 

21 per oonum oo?. 

22 SH&. -1{){h Section 202 (a) , whieh relates te authoriza 

23 tie&,-is amended by striking oot ~ $1,500,000,00G rer 

24 eooh et the ~ fBffi! succeeding HSCal years,'' ftllii inserting 

25 m lieH thereof :!, $1,500,000,000 fer too ftseal year 1963, 
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1 $00{},000,000 fur the H-Seft± yeM -H-).§4, aRd $1,500,000,000 

2 ter efteft et the fiffiH twe succeeding HS€fil yea~ 

3 

4 

5 

TITLE H-BEYELOPMENI:P ~ ~ TEOIINIOAL 

OOOPER:ATION 

SE& -1-G-+-; ~-tle II et chapter f?. et f)ftrt ± et the Foreign 

6 AssistfifiOO A:€47 et 1961, as amended, whieh relates te 

7 development grfffi-ts and technical coopera-tioo, is ftlfiended 

8 oo reUows: 

9 -fat Seetien 211 ( at, w-hieh rclfttes t-e ge00ral ffi:1:-therity, 

10 is amended 

11 

12 

13 

14 

15 

16 

17 

eentained m the seeend sentence thereet-; ood 

-ff?.t by HH,ertiRg immediately befBre the p&ied fit 

the end Bf the seeoRd seRtenee -the fBoowHtg-; !..:, ftOO ++t 
whethef stteh ae-ti¥ity eBtHt1 he financed threttgh a de­

¥el-epment ±Bftft ft¥ftilahle under title I et this ehapter". 

fe-j- In sootien U2-;- whieh relates t-e authorization, 

18 strike oot "1963" ftfid "$300,000,000" fxOO: s-uhsti-ttl-te 

19 "1964" and !.:.$217,000,000", respectiYely. 

20 -fet Amend seetien -2-14, whieh relates oo American 

21 sehee-ls ftft6: hespitftls abroad, as tellews-; 

22 flt lR StIBseetien -fat strike em .:.:ru,e, m additien 

23 

24 

25 

te ether fufias available ter stteh purposes_, tunas made 

available fur the purposes et seetien -2-±-± ~ aoo st¼b-

• J..L ~ ~T~--;J "l·--~~~L" st1tute t1:tt -wttttt -ttt:fttttttt-'-; 

1 

2 

3 

4 

5 

6 

7 

7 

..i.Sl.l.. T = b • _Lh_L ~J..~..!1~ ~ " " ,:] ".C~­~ :t:tt su seetwn ~~em~ u-se-:-:-antt ---ttt:r"'" 

eign eU11:~encies ooertting te the U Rited States Govern-­

ment uRder ooy Aet, ter purposes et suhseetio:a -fa+ 

et this section fiiil6: ~ and SttttS-titttte ~ furnish'' oo­

tere the werd "assistance". 

-ftB-AM the tellewiRg new subsoctioll--; 

!.:..fet !!:here is hereby oothemed te be appropriated te 

8 the President fur the p-lffpeseB et this seetiBR, fer the flSea± 

9 year -WM, $12,000,000, te remain aYailable tifrtil expended. 

10 Gt the StHR-S authorized t-e oo appropriated ttnder this sH:b--

11 SBetieR-; fr0t te exceed $2,200,000 sh-aJl oo available ter 

12 diree-t -dellar -eests -iR earryin:g -oot subsection -fl+ -ftftd 

13 $2 ,000,0GG sh-all bB twffi±ahle solely ter the purchase et 

14 foreign currencies accruing oo the United States Government 

15 URder aey ~ 

]6 

17 

-TI-T-:J::;£ IH--INYESTMENT GU:ARA:NTIB-8-

Soo-; -1-0&-~ IR et chapter 2-et part I et the Foreign 

18 Assistance :A-et ef 1961, ftS oanendoo, which relates te in-

19 vestn1ent guaranties, is ftfirnnded as follo:vrs: 

20 -fa+ _,._\:mend: seetioo .gg±-fbh which relates te genera.I 

21 ftl:lthority, ftS follows: 

22 

23 

24 

flt lR the first seRteRce after "wholly owned" m­

sert "(determined withetrt regard te fiftY shares, m 

aggregate less than ~ per eentum et the tetal et issued 



1 

2 

3 

4 

5 

6 

7 

8 

9 

8 

oo4 subscribed slmre eapi-tal; required ~ law te oo held 

by persons ether than the parent eerpBration) ''. 

~ In paragraph -f1+ strike oot "$1,300,000,000" 

m the proviso aftd Stibstitme "$2,500,000,000". 

~ lH: paragraph ~ strike oot ~$!8f},G00,000" 

in the third proviso and substitute "$300,000,000". 

-(4 In paragraph ~ strike oot '' 1964'' in the 

fourth proviso and substitute "1965". 

-fbt Amend seetie-n 222 (a)-, which relates te general 

10 provisions, ey striking oot "sectien 221 (b)" and ffiffisti-

11 tutmg "sections 221 (b) and 224". 

12 -ft+ }_i_mend section 222 ('b), which relates te general 

13 provisions, by striking oot "section 221 (b), in bftth plftees 

14 it appears anti substituting "sections 221 (b) and 224". 

15 +It }_i_mend section filf2-fd}, whleh rel&tes te general 

16 provisions, te rea-d as follows: 

17 ~ Any payments HlftOO t6 discharge liabilities under 

18 guaranties issued untier sections 221 (b) ftfi6: ™ et this 

19 part, sections 202 (b) and 413 (b) (4) et the Mutual 

20 Security ~ et 1954, ftS a.mended, ootl seetien 111 (b) (3) 

21 et the Economic Gooperation Aet et 1948, as amended ifflf--

22 elusive et informational mOOffi guaranties), shall be paid flrSt 

23 oot et rees referred win section 222 (b) as Ieng as such rees 
24 are a'lailable, and thereafter shall be paid fflit et funds it ~ ' ~~.,' 

25 realized frem the sale et currencies er ~ assets acquired 

9 

1 in eenneetien with any payments HlftOO to d½sehfiifg€ liabilities 

2 tHtder such guaranties s-s len-g as such funds txre avtbilable; 

3 ftlld thereaftef Bflfl:ll oo pttid e-1:lt et funas hererofure appro 

4 priated fur the purpow et B:IBooarging liabilities under the 

5 nforementioned guaranties, and therea.fter oot et fun4s rettl--

6 iwl trffifi the HtHB e:f ttetes i~ untier seetioo 413 (b )-f4t 

7 fFt e:f the Mttttlal Security Acl Bi -1--9-§4;-as amended, ftfld 

8 see-ttefi 111 ( e) ( 2) et the EooOOfl-He GoopBffiMBfi Mt m 
9 19{8, s-s ftHtffiH:led, ftftd futtilly em m fundR hereafter ma:ae 

10 ftrVftilahle pursuant te see-t½Bn ~~ 

11 -ft+ Amend se-e-t-ien 222 (e) , which relates to general 

12 provisions, te rea-d ftS follows : 

13 44 A-ll guarnnties issaed pri& te Jttly -l, 1956, all 

l4 guaranties isstte-d under see-t½Bns 202 (b~ aoo 413 (b) -(4 

l5 Bi the Mutual Seetff-1.ty Aet et 1%4, ftS amended, a-Rd all 

l6 gu_arnnties heretefure er hereafter iss:a-ed parsaant te this 

17 title sooll be eensideretl eentingent oblig-ati ons bftclffid lty 

18 the full Htt-th ffi-Hl ered-it ef th€ G-Overnment ei the United 

19 States ef }_.._1nerie& Euntls heretofore ebligated untier the 

20 flferemat-tiened g-ttftftHtties (exclusive Bf iRteflflfttiftllftl medln 

21 gtIBrn,nties) teg€-ther wttlt -the e-ther ttHffiS ma:ae available 

22 for ttH?· pnrpoEWs BI tltts tit-le slrnll eettB-t-t-tttte a S±Bgle reserve 

23 fer -the payment e.f claims rn uecordanee wit-lt sertlon 222 (d) 

24 et tmB pu.rt." 

IT.R. 7885-2 
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1 -fit Amend section ™ ey adding a,t the eoo thereof the 

2 following new subsection: 

3 ~ In making a determination te issue tb guaranty 

4 ttR-der section 221 (b), the President shall eonsider the f)BB--

5 ffift±e OO¥erRe e4reet ffi the dollar investment ttR-der ffiieH: 

6 guaranty u-poo the balance ffi payments ef the United 

7 States." 

8 -(.gt Amend section ~ which reWes t-o honsing 

9 projects m ~ AmeriOOit countries, ttS follows--; 

10 

11 

12 

13 

14 

-flt In subsection -fbt ~ oot ±!$60,000,000" 

ftfl-d substitute "$150,000,000". 

~ Strike em SftBeetion -fe-}--; 

TITLB VI ALLIANOB FBR PROGRBSS 

SB&.-H}9-; ~ ¥I ffi chapter g ffi fHtri I et #le ffreigtt 

15 AfffitAfftllt1e Afl-t ffi -1-96+, ftf, ftfl-1ended, whieh ffta-res t-o the 

16 Alliance fur Progress, is ftffteIHled ttt, follows: 

17 -fa+ Amend section -2--&1, which relates te general 

18 oo.thority, ttS follows : 

19 

20 

21 

22 

23 

24 

-flt In sc..bsection -fbt, amend the fiffiH te the last 

sentence thereof by ifrSerting immedifttely After ''reason­

oole terms" the following: "(including private soarees 

within the United States) , the capacity e+ the recipient 

country te repay the ±efffi ftt & reasonable ffite of 

interest,". 

1 

2 

3 

4 

5 

6 

11 

~ In subsertifilr -fe-)-&trike ett-t "eeonomi~ tl:fifl: 

substitute ''economically''. 

+Bt In subsection -fit-~ ettt "Agency fur Inter 

-1-• lT\ l "~-,.J 1-,. • " • "]rr nau10nat veve opment~ tttttt suustitnte ..:-ugency primarhj 

responsihl~ fur oomifl-ister-ittg part F. 

7 fhffi€fiaM frS follows: 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

-flt In the HrS-li sentence, ~ em "Hscal Y€ftffi 

-1-96-& through 1966, oot te exceed $600,000,000 fur 

e-aeh sllf'h ti-seal yeftF and insert in H€-U thereof "Hseal 

Y€ftffi 1963, 1965, and 1966, oot te exceed $600,000,000 

tor etteh sooh ~ year, frllii fur aBe beginning in t-he 

HS€ftt ~ft}! 1964, ftOt te BXeeed $4e0;000,000,". 

~ Immedintely af-t:~F "1963" #te- fif:41BOO time i-t 

ap1) earn ~rem, HtR-eft tl-te ful-lewrng-; ~.:ru:td nB-t t-o e~~eetl 

$-1-00, 000~ Bi tfle :ftm.fls ffJijW-Offfi&tffi jWH'RUan t fB 

thi-s se-etien-for ttRe begitttting in-:B-fWal ~eftr -1-0~ 

-fe-)-Section ~ whiflh relates te att-thBrifilttffitt;-u, 

amended by adding ftt the end thereof the tellffiving new 

Rentene€---; ~ Bffief tB effectuate the purposes 0:Il8: j:ffB¥00BftR 

ef seetions -Hill,~, 6ill, ftlffi ~ et this At1t, oot lesf; ttHm 

W per eentum of the leftll- fun-d-8 ftf)propriated fHffsttant to thifi 

f+efl-t-ifffi fur the HSeft± yettrS ending J.tme -3-0, -1-9Ge aREl Jtme 

30, 4-96~ respectively shall be available @ly tor leatIB matle 
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1 fur purposes ef economic tlevelopment through f)fW&re enter 

2 prise." 

3 

4 

5 

CH.APTER 3 lNTER~L\.:TiffibHJ ORCANIZATI0~8 :A:NB 

PROGRAMS 

a___,, a • 0 ,_£ .._1-." 17" .. ". . A • A~-<­~&.- -1-1-0-: oect10n vOO m ttte ~tgfi HSS1stanee ~ 

6 ef -1-00-1, M ftffietttletl, vd1irh relates -te inten1e.,1iotHM organi 

7 ½ftti..ettS an4 ~ IB ftifiended by striking etrt "1963" 

8 ftfld ~8,900,00~ ood BUBstituting "1964" ffiltl "$136, 

9 G-&0,000", respectively. 

10 

11 

CHAPTER 4---SurronTING AssIST:ANOE 

SB&. ±±-±-;-&etioo 4@ et the Foreign .L\:ssistance Aet 

12 Bf -1-9&1, ftS amended, whieh relates -oo supporting &B-Sis-tafiee, 

13 is amended by striking eu-t "1963" ftnd "$415,000,000" 

14 a:ru:1 sH-BStttuting "1964" ftftfl $380,000,0~ respectively. 

15 

16 

CHAPTER 5 CON'£INCEN€Y FUND 

~ -l+-2-; ~ee-t+oo 4G-1-Bf the FBreign Assistanee -Ae-t 

17 ef -1-9-&l, as ftffi€:H-dee, :w+tieh relates -te the contingeney tuoo, 

18 is amended ey striki:ag eu-t "1963" ftfttl .:!.$-3.00,000,000:: fb:00 

19 ifH,ertffi.g rn lioo thereof ::.J-0~ Md ~l 50,000,000", 

20 respectively. 

1 

2 

3 

13 

PARTY 

CH.APTER 1, POLIO¥ 

SE&.-00b Chapter -1-Bf part II Bf the Foreign -Assistance 

4 -Ae-t Bf -1-9-fil, a5 amended, is hereby rooeBignated "POLIO¥" 

5 and seetioo W-1-, which relates -te shoo title, is hereby de-

6 l-eted; 

7 SE&.-202. Chapter -2-Bf part R Bf the Foreign Assist-

8 
ftfiOO -Aet Bf 19 61, a5 ftffieflaed, whieh reln,tes -te military a-s-

9 sistouce, IB ftmewed as follow&; 

10 -fat In section 504 (a), wltieh relates -te authorizatioo, 

11 strike eat .::the !iseul yeare -1--9® fufld 1963'' ftfld ~+00, 

12 000,000 fer ooelr S-Hefi ti-seal yeftr, which sums" and stibsti-

13 
ttlte "fiscal year 1064" fm:d "$1,000,000,000, which", 

14 respectively. 

15 -fl+ In section 510 (a), ,vhieh relates te special author 

16 
tty, strike eu-t "1963" rn the fus-t ftfld second sentences and 

17 substitute ''11964". 

18 -fet At the end Bf S-Hefi chapter, oo4 the following new 

19 
section: 

20 
"SEO. ~ RESTRIOTIONS eN ;MILITARY ,Am -Te 
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1 AFRIGA. No military assistance Sftttll be furnished BR a 

2 grattt ha-sis -t-e ooy eetu1-t-Fy Ht Africa, except ter internal 

3 seoori-ty =reqmrements er for lfrOgrarrtts e:esBrittefl iR section 

4 $85 (1b~ et this chapter." 

5 

6 

PART Ill 

CHAPTER 1 GENEUAL PRO:'lISIONS 

7 SB& W!-; Seetieft w-1-fl+ et the EBreigtt Assistauee AB-t 

8 et -:l.-9fil, a-s m.nended, :TNhich relartes te eH:eOlffagement et pri­

g ¥tut€ entm·pFioo, is amended ftS teileWt¥. 

10 -fa+ Strike eu-t !.:alli¥-: at the end et paragraph -f3-j--; 

11 -fl+ Strike eu-t the period s,t the 00:tl et paragraph +B-
12 aoo ffi-8€'.Ft in ttet1: thereof tt semicolon. 

13 -fet-:At the eoo thereof oofl the following H:eW f)ftrtt-

14 graphs: 

15 ~ utilize, wherC\'€f pra:£ticable, the SBfflees et 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

United States priYate enterprise -fiooluding, but oot 

limited te, -the services et experts ftE:{! eei-lffi:lltffitts m t-eeh­

ttieal nekb sueh ftS ettgineering) ; ftft6: 

~ -take appropria.te steps te eiseettffige ootionali 

zation, ffifpropriation, eott&eatien, seizure Bf ownership 

er control, et private investmefi-t ftfill diseriminatory er 

Bth€r oo-tioos hoxittg the effeet thereof, tttttlertaken l1y 

eountries receiving assistance under this Ae-t, which d-i­

¥ert ft¥f:l:il-ahle resournes essential -t-e ere-a-to new wealth, 

employment, aoo produetiTtty m these eountries att:4 

1 

2 

3 

4 

15 

otherwise impair -the climate !Br oow pi·ivato investment 

essential te the stable economic growth aftd development 

et these eeuntfies." 

SB&.-~ Section 611 (h) et the Foreign }....ssistance 

5 Aet et 1961, as amended, which relates te completion e£ 

f> plans ffiHi eest estima.tes, is amended ey striking oot ''circular 

7 A--4+ ef the Bureau e£ the Budget" atttl substituting ~ 

8 J\iemorandum e£ the President da-too iifiy -1-e, 1962". 

9 SB&. ~ Section 6li, Bf the Fm·eign ~tooee Aet 

10 e£ 1961, as amended, whieh relates te completiOE: et plans 

ll fHlfl oost estimates, is fl:flliffifl:ee: hy a4iing te the ood thereef 

12 the following subsect-i:eir. 

13 ~ :fhe President shall esta.blish ffiteft procedures B;S 

14 he may deem necessai·y te assure te the maximum extent 

15 practicable frll contracts fur construction outside the United 

16 States made m connection :with aey agreement er ~ 

17 m1bject te subsection -fat 6f this section shall be made 

18 in accordance with the same standru·ds applicable te contracts 

19 made ey the Federal Government fer similar constii·uction 

20 withm the United States." 

21 SE&. W+.- Section 628 (a) et the Foreign .Assistance Aet 

22 e£ 1961, ftS amended, which relates te prohibitions against 

23 furnishing assistru1ce te Cuba, is amended B;S follows : 

24 -fa+ Insert" (1)" immediately after" (a)". 

25 -fl+ Insert immediat-ely after the second sentence thernof 
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1 the following new sefttefiee-; ~ funds pi~dea tHttler this 

2 Ae-t shall be tlOOf1 te m::ttke frfiY voluntary contribution te 

3 any international ergunizatiBn er program !Br finoocing pre:}-

4 ee-ts et eoonomic er teelmieal asBistooee te the present Ge¥-

5 ernment et Cuba.''. 

6 -(-et At the end thereof aM the fello:wing new para-

7 graphs: 

8 

9 dent in the interest et the Ynitetl &tat-es, ne 6iSSistance shall 

10 be furnished tffitler this Aet te ftfl:Y gB¥efflff±€frt et Gttbfr;- ner 

11 sha-ll Ga-13-a be eootled w reeewe ftfif {ftlBffi ootfierifiltt-g th-e 

12 Hnf)ortation ef Guftttfi suguF iflfB the Ynt-red States er te 

13 reeeive ftfiY ether ~netit tn1der aey law et the United State£, 

14 until the ;gresftiefit determines that 00:eh gevernment h-as 

15 tfhkefi apprepriftte steps a.ecording-te iflfeffifttiBftftl law sta:oo-

16 ares te fett:l:rtt te :United States eit-1~ arul te eHtities net 

17 le-s£ tfiftll eO per effittim befieooally ewned by United &tat-es 

18 ei-tffiett-&;-er te pre¥itle efit:H~ flBffif)t'fIBft--tiett w Sttflh ci-tt~s 

19 ffiW: entities for property hlliett frett.t SHffl citizens aRd ett-

20 tities en er ft4ter Jan'..m1:y: +, +-9&9, ey the Gtff en1mcnt Bf 

21 Cuba. 

22 ~ Ne funds ootheri~d tB be ffttHte available ttflder 

23 this At't -fereept tn1der section U4t Sftftll be HSed te furmstl 

24 a-s-s-is-t-ftfr€e te aey ee~ ,vhieh flftS failed tB take ftfi1rB-

17 

1 prt&te steps, net lftw thaR W Mys ftftff tlw date ef ellft€t-

2 ment ef the Eereign Assistance A-et ef -l--9€}.g-

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

.:.:fA+ te pre vent ships er a-irera-ft tHltler its ffg:ist:ry 

treffi tffHIBperting -1=B Gttba -fBtl-H~F thnn -tf) United gt-ates 

ins-tatffitiens m Gttb-at-

.:.:fit any ttefftS ef ~oomie assistftttee, 

.:.:.fiij-any i-tenm wrnHt are, fer the 1mrpeses ef 

tttle I ef t-lte lfutttal Pefettf,e AsRiSffifit1e Gontrel 

Ae-t et 1951, as amended, ftfffiS, ftffifr1Unitioo and 

implements ef war, a-temie energy materifrls, petro 

leum, -tffiftsportntien ffiftterials ef strntegie ¥alue, er 

items ef priffiftry stffite-gie signt:aeftftee ttsetl in the 

production ef ftHfiS, arnmunitien, and HH:pleffi€nts ef 

'-'-L~;t ~.J.l, • 7Til ooy ttttter eqmpment, material+,, Bf eBID-

mooities-
' 

se leng ftB GtHtft is -gtW&ned ey the Gastre regime-; and 

~ te prevent ships er aireratt oode-F i-ts registry 

£rem tFftllSf)Ortirtg fHt:f Cfj-HifHBeffi, matefl-fi±s, er eem­

me-df-ties £rem Guba (other tnf.:tt treffi Ynited States 

inst-allat-ioos itt Gubs+ se leRg ftS Gtt-ba is gevt1rned by 

the Ga-stre regime.'' 

SE&. ~ &etien @o-fet ef ftte E&eigtt ASBistanee Ae-t 

H.R. 7885-3 
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1 et 1961, as amoodoo, which relates te suspension ef assist 

2 ooee, is fl;Hlended as follows : 

3 -fat In clause -f2t, immedia--tel-y fti-t€r ~perational eoo-

4 ditiensA insert ~ hoo ~ e-tlliw actions,''. 

5 -fB-)-Strike em "equitable ftOO speedy compensatioo fer 

6 
• "l~l~ .C O --~l. '' -,~.-1 ~,,,.n,-,....+ sueh property m eonvertaui-t 1or01gn ~ooge tttttt :t:tmvru 

7 m flffi:l: thereof "speedy compensation fur sueh property in 

8 eon=vertible foreign e=xchonge equivalent te the tall ¥ft-ffiC 

9 thereof''. 

10 SH&. .&G€h Section 620 (f) ef the Fere-ign Assistance A-et 

11 et ±961, as ftffiffittioo,-which relates te prohibitions against 

12 furnishing certain -aissistoncc -te Communist countries, -is 

13 am:ended ey inserting immediately before the period fti-t€r 

14 "Union ef Se-v-iet Socialist RepubJ:ies!.!. the fellowing: ~ 

15 l ;i:,,,. • • • 1- i,. 1 • ~ " c Ulltllg tts eapttve const1tuenli repumics 1 • 

16 SB&. .gQ+; Section ™ ef the Fereign }.cssistonce A-et 

17 ef -19-fil,-as amended, which relates te prohibitions against 

18 furnishing fbssistance te ~ ood certain ether countries, 

19 is amended ey adding at the end thereof the following new 

20 subsections: 

21 ~ Ne fbSSistoncc shsJ! oo provided UOO:€r this er ooy 
22 e-truw -Aet, ooti ne sales shall oo mooe UOO:€r the }.cgricultural 

23 Trade Pevelopment ood Assisttlllce Aet ef 1051, te ftftY 

24 country which the ~idefit determines is engaging in er 

25 preparing fer aggressive military efforts directed against 

1 

2 

3 

4 

5 

6 

19 

~ the United Stutes, 

~ mey: country receiving a:ssistance under this 

er ooy e-tlliw -Aet, er 

~ fffiY country te whieh StMCS are mooe under 

the Agricultural Trade Development ood Assistance 

A-et ef 1951, 

7 until the President determiaes that sueh military efforts er 

8 preparations flfb¥e ceased ood he reports te the Congress 

9 that he hfbS received assurances satisfactory te hiHt thfbt 

lO such military efferts er prepam.tiens will net be renewed. 

11 ~ restriction may oot be waived pursuant te tmy oo-

12 thority contained in this Aek 

13 ~ 7\ T ~ • • -m- tttt assistance tmder this ±\:et shall be furnished te 

14 Indonesia unless the ~dent determines thfbt the furnish 

15 ing ef such assistance is in the national interest ef the United 

16 States. !.r-he ~dent shall keep the Foreign Relations 

17 Committee and the Appropriations Committee et the Senate 

18 and the Speaker ef the House ef Representatives fully fbOO 

19 currently intormed ef ooy assistance furnished te Indonesia 

20 under this Aek 

21 ~ TT~ ~!l ~ t,. ~ ~ tH:tttt ttte enactment BI the Foreign .1.Acssistanec 

22 A-et ef -19-64 er e-tlliw general legislatioo, during the calendar 

23 year 1964, oothorizing additiona.J appropriations te OOffY 

24 ffl±t progTams ef assistance under ~ i,.: n A ,--.~ • 1-t1:1ttt :trttt,- nft ftSSlSvOOCC 

25 shall be furnished under this Aet te tmy country fur oon-
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1 stnrntion et any predtte-tiv-e enterprise with re&p€e-t w w-ltieh 

1~ • l'fo w oo furnished by 2 the a:ggregtt-te ¥ftloo B£ sttett a-sffi~R-ee . 

3 the United St8Jtes will C*eeed $1-00,GOO,(}G(}.. Ne ether 

4 • • _ _c this Ae-t shftll be eonstrued ro flfl-thBme the prOYlSl on tit 

5 ~den-t te waive tfle pre¥is-½Bn-s et -this sttbseetiefr. 

6 ~ No assisitanee shrul be provided UW€f -this Aet 

7 After December &l, 1964, w the gB-VCFRmett-t Bi frfiY ~ 

• ·1- ,::i ter • fi-tB ftfi Ewree--8 developed eountry which fiftS tffitttt tB eR i· 6 

9 men-t with tbe President w ia-s-ti-tftte the investment guarooty 

10 program under SC€tiett 221 (b) flt et -this A-et, p-re¥iding 

11 • • t the specific risks et inconvertibility UW€f proteetwn agams • 

, A 1- -~ ,::i ~M1""1Tlria-tion & eonfiseatien undt~ 12 sabparagraph vrr, tttttt e*prop 

• 991 (a) (1) 13 subparagraph fBt, et streh seetIBn _,..., • 

14 ,, (w) ~¼ asstBt-anee shall be fornished under -this Aet 

• ~ • _.c mductive cn-t-er-15 fur -the constructien er e,per-a,--tHm t1t ftfiY r ~ 

16 . . ~ u·~ l M~ +h,... :J?rc.s.iden-t determines -that PflSB m fifty ee LLLL VJ. .J 1.,dtttt'iti tttt 

17 s-i-miw productive enterprises ,Yithin the United States Me 

18 op~rating flit ft sabstantiul per-t½Bn et -their capacity fbll6: thftt 

• ·11 ~"£.._ re-&li±t in .d.o..nrWing s-ueh United 19 StlBft ftSSiffiffiWC Witt nuti TivP 

20 C!+~._,... t • ,....c +i.. ,...:r rensonable Sftftre et world ma.rkets. e-ttt"tvS en erpnses m t;tttt u_ 

21 ~ }!resident sooll keep -the Eoreign Relations CommitteP 

22 ttnd the Apprepriations Committee Bi the Se:R-ate ftftd the 

• c 11 ~T ftfl:B: ®ffCB--tl-v 23 Speaker et -the House et &presentat1ves fttttj ~ 

24 interffi€-d e.f ttSsistanee fttrniffil-CB: HR~r this Aet tor -the 

:31 

1 eBlli3ttue-tiett er epeflhtien eJ fffB-at1:e-bi¥e enterprises m ftll 

2 eean-tries, itte±uffing speciHea-lly the munbem Bf sooh enter-

3 prises, -the types et ffi:lBft enterprise&;- ftfltl -the ±eea-tiens Of 

4 s-ueh enterprises. 

5 ~t Ne as-sis-tooee sooJ.-1 be furnished ttnder see-tioo 

6 20±, fil-1-, & gel- et this :Aet tB -the gevemmen-t et uey 

7 eean-t-ry wliiett doos fiB-t -agree w permi-t stteh re:views, itt-

8 spcetiBE:S, and ood-i-ts by the t+Ritetl S-tttws oo -the I!residen-t 

9 ma-v rcettire fur the ~ et aseertaimR-g whether sROO-
., 1 

10 assistance is being administered within -the reeipien-t country 

11 -te earry BU-t -the purposes fur whleh it WftS furnished~ 

12 CHAPTER .2 ADMINISTRATIVE PROVISIONS 

13 SB&.-W& Chapter get pttff III Bf the EB-Feign i.cssist 

14 ftfl-00 Aet e£ -W€>-l, ftS amended, whleh fBffi-tcs te fttlministm 

15 tiffi provisiBn-s, is amended ftS fellews-; 

16 -fa+ AID€rul seetiett {)-24, whleh relates w stu,tutm~ otli-

17 00rS, fl:S tellews,-; 

18 -flt IR subsee-tioo (a) (:3) strike ettt ~B shftl± 

19 fra-¥e -the fffilli Bf Deputy Ynder &€ret-ftrie~ ood stt-b-

20 

21 

22 

stitu-te ~ Sfifill 00¥-C the fffilli et Deputy Under Seere­

tary''. 

-f2t fu Bubsectien (a) (3) strike em "nine" uoo 
b • t t "t " SU Sti u een . 
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l -f3-t-In subseetion -fat s-tmffi em "paragraphs ~ 

2 ~ oo-d substitute "paragraph". 

3 -fat Amend seetion 626 (b); which ½'elates te experts, 

4 eonsultants, and ret-iroo &flieers-; as follows : 

5 

6 

7 

8 

9 

-f-1+ Strike em the entire RrSt sentence. 

~ ±E: the seeeoo sentence s-tmffi oot .:.:.Ner Sf1:ftll 

streh 8-Cffie# aoo substitute "Service et ftfi irul-ividual as 

ftft expert er consultant under Stlf)see-tioo -fat et this 

• ~L~ll " sect10n tttttttt ~ 

10 ++ fu seetion G3±; whieh relates te miSffiens and sts4ts 

11 abroad, ruM the telle-wing oo-:w ffitt3Sectien ~ 

12 ~ ~ President maiy appoint ftRY United States 

13 ci~en whe is net fbil employee et the United ~s Ge¥efll-

14 Hlffirt er maiy assign any Ymted Staites citizen whe is a United 

15 States Government employee te S€-F¥e as Gh9;ffffifffi et the 

16 Development Assistance Committee er fbllY success-or Gem-

17 mittee thereto et th-e Organizatien fur Eeenomic Cooperation 

18 and Development tlf}6ft election thereto by members et said 

19 Committee, ftftd-, in his discretion, may terminate streh ap--

20 pointment er assignment, notwithstanding any ether prBVision 

21 et ffi;W-; Sueh per:mn maiy reeeive streh compensation and 

22 allowances &Sare authorized hy the Foreign Service Aet et 

23 1946, as amended, net te exeeed these authorized :fer a emet 

24 et mission, class .g,. within the meaning et said :Aet-; as the 

28 

1 President maiy determine. Sueh persons may ft1sB, in the 

T) ·,1 ' ,1• • • 2 :rres1uent s u1seret10n, recmve aey ether benefits and per-

3 quisites available under tl1is Aet te ehiets et special missieoo 

4 er sts4ts outside the Ymtoo States established under this 

5 section." 

6 -fd-)-Amend section ~ whieh relates te general author 

7 I-ties, hy addmg the follw.ving new SHbseetion ~ 

8 ~ Aey cost type contract er agreement (including 

9 grants) entered inte with a aniversity, college, er ether 

10 eduootional institution fur the purpose et carrying oot pre--

11 grams authorized ey part I Hl-frY provide fur the payment 

12 et the reimbursable indirect eests et sai-4 uni=versi-ty, college, 

13 er ether educational iastitution en the hasis et predetermined 

14 &red percentage rates applied te the teta±; er an element 

15 thereof, et the reimburnable direet eests incurred." 

16 ++ Amend section ™, which relates te provisions en 

17 HSeS et funds, by adding at the end thereef the following fie-W 

18 subsection: 

19 ~\_ T-
~ :t:tt earrymg eat programs under this :Aet-; the 

20 President Sf1:ftll take all appropriate steps te assure that, te 

21 the maximum extent possible, -fH-countries receiving a&-

22 sistance under this Aet contribute leeal currencies te 

23 meet the eest et contractual ftlffi ether services rendered in 

24 conjunction with streh programs, and ~ foreign currencies 
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1 ewfted lty tlte United States are H-tilired te moot the ees-ts 

2 ef SH:eh contractual ftll6 ether servfoes." 

3 -fB-1\±ttend section 637-f&j--, whle-h relates te a:dmittistRt-

4 f:v:e ffi(penses, ey striking oo-t .:.:.i-9~ ftfifi :;$53,000,G00!2 

5 tt+H:l SHbstituting "196 :1:" ftft6: "~54,00-0,(}G~ respectively. 

6 

7 

8 Bf -t-9-B-l, ftB tHB:ettdea, ,vhich relates te deflni-tien et defense 

9 Rt1r-Bef:'S, is ft.mended ey inserting ''ineludi:ag e-Fffifitat~ 

10 ., c ... ,. '' • • '' ... 1,.,, ~ !!,. • • tttttr traJ:mttg:--:-tttt 1:rrst tHfte it uppeur-&-

11 

12 Bf -l:-9fil, ft~ ftmettEl-ee, which relates te tffiCxpended bttlanees, 

13 -is ftiH-½€fit1€t:1 tB reft6: fuS f.ellewt¥. 

14 "SBC. ~ UNBXPBNDBD BALANOBS. Unexpended 

15 ➔mluttoos ef futttls ffitHte ft¥ftilfi-hle ~rffifftfit w -this Ae-t, the 

16 ~!-tttlttt± S€f4lflt-y At-1 Bf 1954, ftS amended, er Pu.blic ±fthW-

17 8G-M-G Me hereby ootheri~ w oo continued a¥fbiluble rer 
18 -the geH€ffi± ptlrl!OBC-S fer ,vhich approprin,ted, fttlli± ffiftY ftt 

19 ftH:Y tmre oo consolidaretl, RB-4, m fttklitieft;· may oo eeRSeli-

20 d~ with ttpf)rOiH·iations ffitH:le availarble ter the Sftffie gett--

21 fftH 1mrposet, l:lfl:t1.er the amh&ity et this Ae-td-: 

(I 

1 

2 

25 

PART IV AMENDMENTS ~ QTHER LA 1N8 

SB&. 4{}.1-: ~ Aet te provide fur assistance in the 

3 development et ±ta-tin }j,_merioo ood m the reconstruction 6f 

4 Chile, ffiIB :f.or ether purposes (Publie ~ -86 735, ~ 

5 U.S.C. -1-942-et seq.), is amended as tellews-; 

6 -fat In sectien 2 strike oot "$500,000,000'' and sub-

7 stitute ~00,000,00~ 

8 -fl+ Insert tellewifrg the enacting clause "That this 

9 :Aet may be eited ftS .:.the ±tatiE: American Development ood 

10 Chilean Reconstructioa A-et:~ 

11 SB&. 4Gih -fat Section 101 (f) ef the Agricultural Trade 

12 PevelepmeR-t frnd ADsistance Aet 6f 19M-; as fbffieiH±ed, is 

13 amended te reftd frS follows : 

14 

15 

16 

17 

18 

19 

~ ebttttn rates et exchange applicable te the 

Sft±e et commodities ttOO:er S-liffi agreements which a:re 

oo-t less fu.vere-hl:e thoo the highest e1 exchange rares 

legally obtainable freffi the Government er agencies 

thereof in the respective countrie~ 

-fbt Seetien -1% ffi saeh Aet is ftHlended by 9;ading a-t 

20 the en-d thereof the following new sentence: ~ ;J2resid-en-t 

H,R, 7885---4 
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1 shall milire ttffeig=a eaHffiteies reeeR~d ptlrStIB:frt te this tit±€ 

. 2 m ffiiOO manner ftS will, te the maximum extent pBB~ 

3 1·eduee aey dclieit m the balance et paymeftt.s et the Yfiited 

4 States." 

5 --fe-)-8eetien ~ m Sttefi Aet i£ tHfteHded hy striking 

6 eut ~eoomie development'' aoo ifiB€rt-i:ag ift liea thereof 

7 "eeonomie ftfid community 00¥Clopme~ 

8 SE&. -4@; -fat &etien 571 (a) m the ~gn Semee 

9 Aet ef 1946, as omended, is amended by ehanging the HHft± 

10 ~d tea; eelen and adding the following: ''P-fflmiled, ~t 

11 m HHH-¥iduftl eru,es when perBBOOl-ly apprtWM by #te Seere-

12 • 1-.~ ,1 '' ~ -further cxtens1en may t:tt maue. 

13 

14 ft5 amended, is amended ey inBerting iHHRediately fttter ~ 

15 oo-th-eriood heme leave;'' the fellBwi~ %€eeffiPfteytH-g him 

16 fer representational p~s en tmtheri~ed tra¥el within the 

17 country m his assi-gHID€ftt er, at the diBeretioo et the See-

18 rotary, eutBide the eetm:try e:f his assigmrtent, btt-t in ne ease 

19 te exceed ene member e:f his ~ 

20 

21 a.mended, is amended by striking eut t,ef'-tien 921 (d), re--

22 lating te use ef Government vehicles, ffilli by msertiflg im-

23 mediately ftfter see-tieft 9-1-3 the tellewiRg Hew section: 

(I 

1 

2 

27 

~ BF- 6 OVERNMENT OWNED 00 LEASED VBIIIOLES 

"SEC. 9±4~ ~etwithstftnding the provisions ef seetieft It 

3 et the :Aet e:f July ±6, 1914, as ameBded ~ U .8. C. -'+st, 

4 the 8eeretary may ftl±theriM aey prineipal e4iieer te ftfiffi)¥e 

5 the ltSe e:f Government ffiVR-ee: er leased ¥ehieles leeated at 

6 his pest fur transpertatien et Bnited States Gffirernment 

7 empleyees aoo their dependents when pablie traBspertation 

8 is tffiSftte er oo-t a-¥ffi±ft~ 

9 -fd-)-~le ~ m the Foreign &¥¥fee ABt m 1946, as 

10 amended, is amended hy addirtg at the end thereBf the follow 

11 ~ 

12 

13 

''PART ±--EDUCATIONAL FAOILITIES 

~SE&. 1081. Whenever too Seeretary determ-ioos that 

14 eooootienal fueilities are oot tt-raila-hle, er that ffiHS-ting eduoo--

15 tiooal taeilities are inadequate, te meet the neooS et children 

16 m American eitirens &ta-tiened outside the United States 

17 oogaged in earrying eut Government aetivities, he is auther-

18 ired, in sueh ffiftfH:1:er as he deems appropriate ftnd ffittffir 

19 ffiiOO regulations as he may prescribe, te establish, operate, 

20 aoo maintain primary se:i.¾:eels, aoo sehool dormiteries ftnd 

21 related effiiefttffiflfr± taeilities fur Pflfftfhl!Y ftnd seeondary 

22 schools, outside the United St-ates, er te IDftke grants et fUfi6:S 

23 fer Stteh purposes, er etherwisc provide fur sUeB: educational 
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1 faeilities-; ~ provisions ei the Foreign Serviee ~ 

2 :Aet, 1926, as amended, ood ei paragraphs -fht ood -fit-ei 

3 section .g. ei the Aet £ntitled .:An Aet te previde eertain htIBie 

4 authority fer the Department ei State', appre¥€d }.i.ugust -1-; 

5 -1-9W # U.S.O. 170 (h) and 170h (i) ) , may oo miliwd 

6 by the Secretary m lffffviaing fhSsisffifiee fur 00t1:cational 

7 ~ Assistunee H:tttY include, bat shall oot be limited 

8 te, hiring, transporting, ood payment Bt tefteherS ftfid B-tfter 

9 l " necessary personne1. 

10 SB&. 404.-~ Aet entitled ~ Aet te provide certain 

11 lmsie a,uthority fer the Department ei State;- approved 

12 .August -1-; -1-9W # U.S.O. 170£ 1704, is amended by in-

13 sorting immediately a£ter section -t-g the following new 

14 section: 

15 ~&. t&;- There is hereby esto,blished a ,vorking oopiW 

16 fUiltl fer the Depa.rtment ei State, which shall oo available 

17 without H:Seal year limitation, fur eqteIIBeS fincluding these 

18 authorized hy the Foreign Service Aet ei 1916, as amended) 

19 ood equipment, necessary fer maintenance afrd operation 

20 m the city ei Washington ood elsewhere ei -(-11-central 

21 reproduction, cditoria.l, data processing, audiovisual, library 

22 and ~ support SCffleeBi ~ eentral supply 

23 services fer supplies aoo equipment (including repairs), 
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1 ood +&t slieh B-tfter administru.twe services as the Secretary, 

2 with the approvu.l ei the Bureau fil the Budget, d-c-tcrmines 

3 fftftY oo performed mere advantageously and mere eeonomi 

4 cally a-s central services. ~ eapi-t-al ef the fUiltl shall eoosis-t 

5 ei the amount et the fair and reasonable ¥affie ei slieh supply 

6 ln:ventoFies, equipment, aoo B-tfter assets ftRfl: inventories en 

7 e-MCF-; pertaining te the services te oo can-ied oo by the 

8 futtt1, as the Secretary H:tttY transfer te the :ftHttl, less the 

9 related liabilities fbfi6: unpaid ®ligations, together with any 

10 appropriations made fup the purpose et providing eapitah 

11 Net te exceed $750,000 in net ttSse-ts shall be transferred 

12 te the fUiltl fer purposes ei providing capital. ~ fUiltl 

13 shall be reimbursed, & e-redited with 00¥U,Ilee payments, 

14 £rem applicable appropriatioRS aoo fu:ruls ei the Department 

15 ei State, ether Federal ageooies, ana ether sources author 

16 ired by law, :f& ffilf)plies ana services at rates which will 

17 tbpproximate the expense Bf operations, mcluding accrual 

18 ei annual lca-ve and depreciatioo ei plan ft1:td equipment ei 

19 the RH:Hh !!%e fUiltl shall ft±BB he eredi-too with ether receipts 

20 £rem Sft±e er exchange ei Pf~f-ty er in payment ter less er 

21 damage te preperty held by the RH:Hh %ere shall oo tflffis-

22 £erred mte the Treasury S;S miscellanee-as receipts, as ei the 

23 eleBe ei etbeh H:S€ft± year, earnings which the &ere-tary deter 
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1 ffiffieS te be excess te the needs et the tlffi&; There is hereby 

2 oothorized te oo appropriated Stteh ftmetm-ts as :B:lftY be 

3 fteeeBffiey te provide eftpi-tal fur the fund." 

4 8£&. ~ ~ Hffit sentence et the ErB-t seetiBn et the 

5 A-et entitled ~ _,__A_.__ct te ffiltheri.ze participation ey the 

6 Ynited States in parliamentary eonferences et the Nertl-1: 

7 Atlantie ~ty Organizatio?, appre¥ed JHly -1-1, -1~~ 

8 -fw 8-tak 523) , is amended te read as fullewg-; ''That net 

9 te exceed eighwen ;!\IemberB et Gengress shall be appeimoo 

10 te meet iemtly and annually with representative parliamen 

11 tary --gretrps --trem other -NATO (North Atlantic Treaty 

12 Organization) memb&&, fur discussien et common problems 

13 in the interests et the maintenance et pe-aoo ff.fid security in 

14 the Nerth :A-tlftntie area." 

15 That this Act may be cited as the "Foreign Assistance Act 

16 of 1963". 

PART I 

CHAPTER 1-POLICY 

17 

18 

19 SEC. 101. Chapter 1 of part I of the Foreign Assistance 

20 Act of 1961, as amended, is amended as follows: 

21 ( a) In the chapter heading strike out the words "SHORT 

22 TITLE AND". 

23 (b) Section 101, which relates to short title, is repealed. 

24 ( c) Amend section 102, which relates to statement of 

25 policy, by-

1 

2· 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 
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(1) striking out "should emphasize" in the last 

sentence of the seventh paragraph and substituting "shall 

emphasize", 

( 2) striking out "Finally, the" in the first sentence 

of the last paragraph and substituting "The", 

( 3) inserting " ( including private enterprise within 

such countries)" immediately after "countries" in the 

first sentence of the last paragraph thereof, and 

( 4) adding the fallowing after such last paragraph: 

"It is the sense of the Congress that assistance author­

ized by this Act should be extended to or withheld from 

the government of South Vietnam, in the discretion of the 

President: to further the objectives of victory in the war 

against communism and the return to their homeland 

of Americans involved in that struggle." 

CHAPTER 2-DErELOPMENT AssISTANCE 

TITLE I-DEVELOPMENT LOAN FUND 

SEC. 102. Section 201 of the Foreign Assistance Act 

19 of 1961, as amended, which relates to general authority with 

20 respect to development loans, is amended by adding at the 

21 end thereof the following: 

22 " ( f) No assistance shall be furnished under this title 

23 unless the President determines that the project for which 

24 such assistance is requested is taken into account in the eco-

25 nomic development of the requesting country, including an 



1 analysis of current human and material resources, together 

2 with a projection of the ultimate objectives of the project with 

8 respect to the overall economic development of such country, 

4 and specifically provides for appropriate participation by 

5 private enterprise." 

6 TITLE II-DEVELOPMEl•.,TT GRANTS AND TECHNICAL 

7 COOPERATION 

8 SEC. 103. Title II of chapter 2 of part I of the Foreign 

9 Assistance Act of 1961, as amended, which relates to devel-

10 opment grants and technical cooperation, is amended as 

11 follows: 

12 ( a) In section 211, which relates to general authority, 

13 add the folloiving at the end of subsection ( a) : "No program 

14 of technical assistance shall be undertaken under this title 

15 unless prior to the commencement. thereof the recipient countr-y 

16 shall have agreed to accept rrsponsibility for the continuation 

17 and financinf} of such program after the expiration of such 

18 reasonable time, u·hich shall not exceed seven years, as shall 

19 be specified in the agreement, or unless such program is 

20 scheduled for completion 'Within siwh time." 

21 (b) In section 212, which relates to authorization 

33 

1 strike out "1963" and "$300,000,000'' and substitutt 

2 "1964" and "$225,000,000", respectively. 

3 ( c) Amend section 214, which relates to American 

4 schools and hospitals abroad, as fallows: 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

(1) In subsection ( a) strike out "use, in addition 

to other funds available for such purposes, funds macle 

available for the purposes of section 211 for'' and sub--

stitute tae icor • urnis . • l d "f • h" 

(2) In subsection (b) strike out "to use" and 

"foreign currencies accruing to the United States Go1 -

ermn.ent unda any Act, for vnrposes of subsection ( a) 

of this section and for" and substitute "to furnish" before 

h d " • t " t e wor assls ance . 

( 3) Acld the followin.c; 1ww subsections: 

15 " ( c) There 'is hereby authorized to be appropriated to 

16 the President, in addition to other funds available for such 

17 purposes, such amounts as may be necessary from time to 

18 time to carry out the purposes of this section, which amounts 

19 shall rema :n m;ailable until expended." 

20 " ( d) The President is authorized to use, in addition to 

21 other funds available for such purposes, foreign currencies 
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1 accruing to the United States Government under any Act, for 

2 purposes of this section." 

3 TITLE III-INVESTMENT GUARANTIES 

4 SEO. 104. Title III of chapter 2 of part I of the Foreign 

5 Assistance Act of 1961, as amended, which relates to invest-

6 ment guaranties, is amended as follows: 

7 ( a) Amend section 221 (b), which relates to general 

S authority, as follows: 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

(1) In the first sentence after "wholly owned" 

insert " ( determined without regard to any shares, in 

aggregate less than 5 per centum of the total of issued 

and subscribed share capital, required by law to be 

held by persons other than the parent corporation)". 

(2) In paragraph (1) strike out "$1,300,000,000" 

in the proviso and substitute "$2,500,000,000". 

( 3) In paragraph ( 2) strike out "fraud or mis­

conduct" in the second proviso and substitute "fraud, 

misconduct, or negligence''. 

( 4) In pa1~agraph (2) strike out "1964" in the 

fourth proviso and substitute "1965". 

(b) Amend section 222 (a), which relates to general 

22 provisions, by striking out "section 2,21 (b)" and substi-

23 tuting "sections 221 (b) and 224". 

24 ( c) Amend section 222 (b), which relates to general 
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1 provisions, by striking out "section 221 (b)" in both places 

2 it appears and substituting "sections 221 (b) and 224". 

3 ( d) Amend section 222 ( d), which relates to general 

4 provisions, to read as follows: 

5 " ( d) Any payments made to discharge liabilities under 

6 guaranties issued under sections 221 (b) and 224 of this 

7 part, sections 202(b) and 413(b)(4) of the Mutual Se-

8 curity Act of 1954, as amended, and section 111 (b) ( 3) of 

9 the Economic Cooperation Act of 1948, as amended ( exclu-

10 sive of informational media guaranties), shall be paid first 

11 out of fees ref erred to in section 222 (b) as long as such fees 

12 are available, and thereafter shall be paid out of funds, if 

13 any, realized frorn the sale of currencies or other assets ac-

14 quired in connection with any payments made to discharge 

15 liabilities under such guaranties as long as such funds are 

16 available, and thereafter shall be paid out of funds heretofore 

17 appropriated for the purpose of discharging liabilities under 

18 the aforementioned guaranties, and thereafter out of funds 

19 realized from the sale of notes issued under section 413 (b) 

20 ( 4) (F) of the Mutual Security Act of 1954, as amended, 

21 and section 111 ( c) ( 2) of the Economic Cooperation Act 

22 of 1948, as amended, and finally out of funds hereafter made 

23 available pursuant to section 222 ( f) ." 
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1 ( e) Amend section 222 ( e), which 1·elates to general 

2 provisions, to read as fallows: 

3 " ( e) All guaranties issued prior to July 1, 1956, all 

4 guaranties issued under sections 202 (b) and 413 (b) ( 4) 

5 of the NI utual Security Act of 1954, as amended, and all 

6 guaranties heretofore or hereafter issued pursuant to this 

7 title shall be considered contingent obligations backed by the 

8 full faith and credit of the Government of the United States 

9 of America. Fimds heretofore obligated under the afore-

10 mentioned guaranties (exclusive of informational media 

11 guaranties) together with the other funds made available 

12 for the purposes of this title shall constitute a single reserve 

13 for the payment of claims in accordance with section 222 ( d) 

14 of this part." 

15 (f) Amend section 224, whi.ch relates to housing proj-

16 ects in Latin American countries, as fallows: 

]7 

18 

19 

20 

21 

(1) In subsection (b) strike out "$60,000,000" 

and substitute "$150,000,000". 

( 2) Strike out subsection ( c) . 

TITLE V-DEVELOPMENT RESEARCH 

SEC. 105. Section 241 of the Foreign Assistance Act of 

22 1961, as amended, which relates to development research, is 

23 amended by inserting " (a)" after the section heading and by 

24 adding at the end thereof the fallowing new subsection: 
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1 "(b) Funds made available to carry out this section may 

2 be used to conduct research into the problem,s of controlling 

3 population growth and to provide technical and other assist-

4 ance to cooperating countries in carrying out programs of 

5 population control." 

6 TZTI,E T7l-~'I TJJ,tlNCE FOR PRO(JRE .. S 

7 SEC. 106. 'Pitle VJ of chapter 2 of part l of the Foreign 

8 Assistance Act of 19(}1, as amended, which relatrs to the 

9 Alliance for Progress, is amended as follmi'S: 

10 (a) A mend section 251, which 1·elates to general 

11 authority, as folloivs: 

12 

13 

14 

15 

16 

]7 

18 

(1) In subsection ( e) strike out "economical" ancl 

substitute ''economically''. 

( 2) In subsection ( f) strike out "Agency for 

• l D l t" nncl substitute '' agency Internationa eve opmen u, 

primarily responsible for administering part I''• 

(3) Add the following new subsection (g}: 

" ( g) In order to carry out the policies of this Act, the 

19 President shall, when appropriate, assist in promoting the 

20 organization, implementation, and growth of the cooperative 

21 movement in Latin America as a fundamental measure to--

22 ward the strengthening of democratic institutions and prac-

23 tices and economic and social development under the Alliance 

24 P " for rogress. 
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1 (b) Amend section 252, which relates to authorization, 

2 as follows: 

3 ( 1) Insert the following after the words "available 

4 until expended": ": Provided, That any unappropriated 

5 portion, not to exceed $50,000,000, of the amount au-

6 thorized to be appropriated for any such fiscal year 

7 may be appropriated in any subsequent fiscal year dur-

8 ing the above period in addition to the amount otherwise 

9 authorized to be appropriated for such subsequent 

10 fiscal year. The funds appropriated pursuant to this 

11 section''. 

12 

13 

14 

15 

16 

( 2) Strike out "and which" before ", except for". 

(3) Insert following "1963" the second time it 

appears the words "and not to exceed $75,000,000 of 

the funds appropriated pursuant to this section for use 

beginning in fiscal year 1964". 

17 ( c) Amend section 253, which relates to fiscal provisions, 

18 by inserting immediately after the first sentence thereof the 

19 following new sentence: "All receipts in foreign currencies 

20 from loans made under this title or for nonmilitary assistance 

21 purposes under the Mutual Security Act of 1954, as amended, 

22 or any Act repealed thereby, shall, notwithstanding the pro-

23 visions of section 612 of this Act or the provisions of any 

24 other Act, be available, in addition to other funds available for 

25 such purposes, for loans on such terms and conditions as the 
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1 President may specify to carry out the purposes of subsection 

2 ( g) of section 251 of this title, and the President may, not-

3 withstanding the provisions of any other Act, reserve such 

4 currencies in such amounts (not to exceed $25,000,000 in 

5 any fiscal year) and for such periods as he shall determine 

6 to be necessary to provide for the programs authorized by saiil 

7 subsection ( g) ." 

8 ( d) After section 253, which relates to fiscal provisions, 

9 insert the following new section: 

10 "SEO. 254. RESTRICTIONS ON ASSISTANOE.-None of 

11 the funds made available under authority of this Act may 

12 be used to furnish assistance to any country covered by 

13 this title in which the government has come to power through 

l4 the forcible overthrow of a prior government which has been 

l5 chosen in free and democratic elections unless the President 

l6 determines that withholding such assistance would be con­

l 7 trary to the national interest." 

18 CHAPTER 3-lNTERNATIONAL ORGANIZATIONS AND 

19 

20 

PROGRAMS 

SEO. 107. Section 302 of the Foreign Assistance Act of 

21 1961, as amended, which relates to international organiza-

22 tions and programs, is amended by striking out "1963" and 

23 "$148,900,000" and substituting "1964" and "$136,-

24 050,000", respectively. 
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2 
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CHAP1'ER 4-SUPPORTING ASSISTANCE 

SEC. 108. Section 402 of thr Foreign Assistance Act oj 

3 1961, as amended, u hich relates to supporting assistance, is 

4 amended by striking out "1963" and "$415,000,000" and 

5 substituting "1964" and "$400,000,000", respectively. 

6 

7 

CHAPTER 5-001' TINGEN CY FUND 

SEC. 10.9. Section 451 of the Foreign Assistance Act of 

8 1961, as amended, which relates to the contingency fund, iB 

9 amended by stril(,ing out "1963" and "$300,000,000" and 

10 substituting "1964" and "$17'5,000,000", respectively. 

11 

12 

13 

PART II 

CHAPTER 1-- POLICY 

SEC. 201. Chapter 1 of part II of the Foreign Assistance 

14 Act of 1961, as amended, is ht?reby redesignated "Policy" 

15 and section 501, which relates to short title, is hereby deleted. 

16 

17 

CHAPTER 2~MILITARY ASSISTANCE 

SEC. 202. Chapter 2 of part II of the Foreign Assistance 

18 Act of 1961, as amended, which relates to military assist-

19 ance, is arnencled as fallows: 

20 (a) In section 504 (a), which relates to authorization, 

21 strike out "the fiscal years 1.962 and 1963" ancl "g·1,700,-

22 000,000 for each such fiscal year, which surns" and substitute 

23 "fiscal year 1964" and "-$1,800 ,000 ,000, which", respec-

24 tively. 

25 (b) In section 510 (a), 1chich relntrs to SJ)rcial author-

41 

1 ity, strike out "_1963" m the first and second sentences and 

2 substitute "1964". 

3 (c) In section 511, which relates to restrictions on 

4 l • .cl L • A • 'k t "$57,500,000" mi itary ai to atin rnerica, stri "e ou 

5 and substitute "$50,000,000, of which $25,000,000 may be 

6 available during each fiscal year for assistance to an inter-

7 national military force 1llnder the control of the Organization 

8 of American States''. 

9 

10 

11 

PART III 

CJIAP1'ER 1---UENERAL PROVISIONS 

SEC. 301. Chapter 1 of part III of the Foreign Assist-

12 ance Act of 1961, as amended, which relates to general pro-

13 visions, is amended as follows: 

14 ( a) Section 601 (b), which relates to enc011,ragement of 

15 private enterprise, is amended as fallows: 

16 

17 

18 

19 

30 

21 

22 

23 

24 

25 

( 1) At the end of paragraph ( 3), strike out "and". 

( 2) In paragraph ( 4), strike out "wherever appro­

priate" and insert in lieu thereof "to the maximitm ex­

tent practicable", and strike out the period at the end 

thereof and substitute a semicolon. 

( 3) Add the fallowing new paragraphs at the ·end 

thereof: 

" ( 5) take appropriate steps to discourage nationali­

zation, expropriation, confiscation, seizure of ownership 

or control, of private investment ancl discriminatory or 
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2 

3 

4 

5 

6 

7 

8 

9 

10 

11 
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other action8 having the effect thereof, undertaken by 

countries receiving assistance under this Act, which di­

vert available resources essential to create new wealth, 

employment, and productivity in those countries and 

otherwise impair the climate for new private investment 

essential to the stable economic growth and development 

of those countries J. and 

" ( 6) utilize wherever practicable the services of 

United States private enterprise ( including, but not 

limited to, the services of experts and consultants in 

technical fields such as engineering) . '' 

(b) Section 611 (b), which relates to completion of plans 

13 and cost -estimates, is amended by striking out "circular 

14 A-47 of the Bureau of the Budget" and substituting "the 

15 Memorandum of the President dated May 15, 1962". 

16 ( c) Section 612, which relates to use of foreign cur-

17 rencies, is amended as fallows: 

18 ( 1) Insert " (a)" after the section heading. 

19 ( 2) Add at the end thereof the fallowing new sub-

20 

21 

section: 

"(b) In O'rder to provide for the foreign currency needs 

22 of United States citizens for travel or other purposes, the 

23 Secretary of the Treasury shall make available for sale for 

24 United States dollars to such citizens, at United States em-

25 bassies or other convenient locations, foreign currencies rw-
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1 yuired by the United States through operations under thiff-; 

2 Act, the Mutual Secu11 ity Act of 1954, as amended, or any 

3 Act repealed thereby, or the Agricultilral Trade Develop-

4 ment and Assistance Act of 1954, as amended, which (1) 

5 he detennines to be in excess of the needs of departments and 

6 agencies of the United States for such currencies, and ( 2) 

7 a1~e not prohibited from such use or committed to other ruses 

8 by agreement heretofore entered into with another countr1y. 

9 United States dollars received from the sale of foreign cur-

10 rencies under this subsection shall be deposited in the Treas-

11 ilry as miscellaneous receipts." 

12 ( d) Section 620, which relates to prohibitions against 

13 furnishing assistance to Cuba and certain other coimtries, is 

14 amended as fallows: 

15 (1) Subsection ( a) is amended as follows: 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

( i) Insert " ( 1)" immediately after " (a)". 

( ii) Add the fallowing new paragraph ( 2) at 

the end thereof: 

" ( 2) No funds authorized to be made available 

under this Act shall be used to furnish assistance ( ex­

cept under section 214) to any country which, by fail­

ing (beginning not later than sixty days after enactment 

of the Foreign Assistance Act of 1963) to take such steps 

as are appropriate: 

" (a) perm its the frurther carriage by any ship 
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20 
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23 
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or aircraft under its registry, to or from Cuba, so 

long as it is governed by the Castro regime or any 

other Communist regime, of any military person­

nel, or any arms, ammunition, and implements of 

war, atomic energy materials, petroleum, or any 

articles, materials, or supplies, transportation ma­

terials of strategic value, and items of primary stra­

tegic significance used in the production of arms, 

ammunition, and implements of war, contained on 

the list maintained by the Administrator pursuant 

to title I of the Mutual Defense Assistance Control 

Act of 1951, as amended_; or 

"(b) permits the further carriage by any ship 

under its registry, to or from Cuba, so long as it is 

governed by the Castro regime or any other Com­

munist regime, of any other equipment, materials 

or commodities, unless the President determines that 

the furnishing of such assistance is important to the 

security of the United States and reports such de­

termination to the Foreign Relations and App1"0'f)1'ia­

tions Committees of the Senate and the Speaker of 

the House of Representatives: Provided, however, 

That this subparagraph (b) shall not apply with 

respect to the fulfillment of firm commitments of the 

1 

2 

3 

4 

5 

6 

7 

8 
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United States made prior to the date of enactment of 

this paragraph, nor to military sales under section 

508. 

The restrictions contained in this paragraph ( 2) may not 

be waived pursuant to any other authority contained in 

this Act or any other provision of law." 

( 2) Subsection ( e) is amended to read as follows: 

" ( e) The President shall suspend assistance to the govern-

9 ment of any country to which assistance is provided under 

10 this or any othe1" Act when the government of such country 

11 or any government agency or subdivision within such coun-

12 try on or after January 1, 1962-

13 

14 

'' ( 1) has nationalized or expropriated or seized 

ownership or control of property owned by any United 

15 States citizen 01" by any corporation, partnership, or 

16 association not less than 50 per centum beneficially 

17 owned by United States citizens, or 

18 " ( 2) has taken steps to repudiate or nullify existing 

19 contracts or agreements with any United States citizen or 

20 

21 

22 

23 

24 

any corporation, partnership, or association not less than 

50 per centum beneficially owned by United States citi-

zens, or 

" ( 3) has imposed or enf arced discTiminatory taxes 

or other exactions, or restrictive maintenance or· opera-
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1 tional conditions~ or has taken other actions, which have 

2 the effect of nationalizing, expmzJriating, or otherwise 

3 seizing ownership or control of property so owned, 

4 and such country, government agency, or government sub-

5 division fails within a reasonable time ( not rnore than sfrt 

6 months after such action, or, in the erent of a ref err al to the 

7 Forei,rJn Claims Settlt?ment Connru·ssion of the United States 

8 within such period as provided herein, not more than twenty 

9 days after the report of the Com mission is received) to take 

10 appropriate steps, wh,ich may incl'llde arbitration, to discharge 

11 its obli.r;ations unde1~ international law toward such citizen 

12 or entity, includin,(J speedy compensation for such property 

13 in convertible foreign P':L'chan,r;e, equivalent to the full value 

14 thereof, as required by international law, or· fails to take stezJs 

15 designed to ]Jrovide relief from such taxes, exactions, or con-

16 ditions, as the case niay be; and such suszJension shall con-

17 tinue until the President is satisfied that ap;woptiate steps are 

18 being taken, and no other 7Jrovision of this Act slwll be con-

19 trued to authorize the President to waive the provisions of this 

20 subsect1'on. 

21 "U7JOn request of the President (zcithin seventy days 

22 after such action ref erred to in z)({ra.r;raphs ( 1), ( 2), 

23 or (3) of this subsection), the Foreiqn Claims Settlement 

24 Commission of the United States ( established zmrsita11t to 

25 Reorganization Plan No. 1 of 1954. 68 Stat. 127,q J 
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1 is hereby authorized to evaluate expropriated vroperty, deter-

2 mining the full value of any pmperty nationalized, expro-

3 priated, or eized, or subjected to discriminatory or other 

4 actions as aforesaid, for znirposes of this subsection and to 

5 render cm advisory report to the President within ninety 

6 days af fer such teq1test. Unless rmthorizrd by the President, 

7 the Commission shall not publish its advisory report except 

8 to the citizen or entity 01rnin,r; such property. 'There is 

9 hereby aidhorized to be a pJJropriated such amount, to remain 

10 available until expended, as rnay be necessary from time to 

11 time to enable the Commission to carry out expeclitioU,sly its 

12 functions undrr this subsection." 

13 ( 3) Add the followin,q new subsections at thr end 

14 thereof: 

15 " ( i) No assistance shall be furnished on a grant basis 

16 under this Act to any econ01nically cleveloved nation capable 

17 of sustaining its own defense burden ancl economic growth, 

18 exce7Jt (1) to fulfill finn cornm,itments made vrior to July 1, 

19 1963, or (2) additional orientation and training expenses 

20 under part II hereof during fiscal year 1.964 in an amount 

21 not to e,rceed '1,000,000. 

22 " ( j) No assistancP 'llndrr this Act shall be furnished 

23 for projects establishin.r; or othawise assisting government-

24 owned manufacturing, 'Utility, rnerchandisin,rJ, or processing 

25 enterp1~ises in any co1tnfry or area, except where it clearly 
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1 appears that goods or services of the same general class are 

2 not or cannot be adequately z1rovided by private businesses 

3 located within such country or area." 

4 CHAPTER 2-ADMlNISTRATIVE PROVISIONS 

5 SEC. 302. Chapter 2 of part III of the Foreign Assist-

6 ance Act of 1961, as amended, which relates to administra-

7 live provisions, is amended as fallows: 

8 ( a) Amend section 624, which relates to statutory offi-

9 cers, as fallows: 

10 ( 1) In subsection (a) ( 2) strike out "two shall have 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

the rank of Deputy Under Secretaries'' and substitute 

"one shall have the rank of a Deputy Under Secretary". 

( 2) In subsection (a) ( 3) strike out "nine'' and 

substitute "ten". 

( 3) In subsection (b) strilce out "paragraphs ( 2) 

and" and substitute "paragraph". 

( 4) In subsection ( d) (1) after the words "Deputy 

Inspector General, Foreign Assistance," where they first 

appear insert· "who shall be appointed by the President 

by and with the advice and consent of the Senate,", and 

strike out "$19,500" and substitute "$20,000". 

(b) Amend section 626 (b), which relates to experts, 

23 consultants, arid 1·etired officers1 as fallows: 

24 (1) Strike out the enlire first sentence. 

1 

2 

3 

4 
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( 2) In the second sentence strike out ''Nor shall 

such service" and substitute "Service of an individual as 

an expert or consultant under subsection ( a) of this sec­

tion shall not''. 

5 ( c) In section 631, which relates to missions and staffs 

6 abroad, add the fallowing new subsection ( c) : 

7 " ( c) The President may appoint any United States 

8 citizen who is not an employee of the United States Govern-

9 ment or may assign any United States citizen who is a 

10 United States Government employee to serve as Ohair-

11 man of the Development Assistance Committee or any 

12 successor committee thereto of the Organization for Eco-

13 nomic O ooperation and Development upon election thereto 

14 by members of said Committee, and, in his discretion, may 

15 terminate such appointment or assignment, notwithstanding 

16 any other provision of law. Such person may receive such 

17 compensation and allowances as are authorized by the 

18 Foreign Service Act of 1946, as amended, not to exceed 

19 those authorized for a chief of mission, class 2, within the 

20 meaning of said Act, as the President may determine. Such 

21 person may also, in the President's discretion, receive any 

22 other benefits and perquisites available under this Act to 

23 chiefs of special missions or staffs outside the United States 

24 established under this section." 
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1 ( d) Amend section 635, which relates to general au-

2 thorities, as follows: 

3 (1) Amend section 635 ( g) by striking out the word 

4 "and" at the end of subparagraph ( 4) ; by striking out the 

5 period at the end of subparagraph ( 5) and inserting in lieu 

6 thereof a semicolon and the word "and'\· and by adding the 

7 following new subparagraph: 

8 " ( 6) in the case of loans under part I ( except under sec-

9 tion 205), shall establish terms which shall include (A) in-

10 terest at a rate not lower than three-fourths of 1 per centum 

11 per annum during the five-year period fallowing the date on 

12 which the funds are initially made available under the loan, 

13 and not lower' tha,n 2 per centum per annum thereafter, and 

14 ( B) repayment on an amortized basis, beginning not later than 

15 five years after the date any funds are initially made available 

16 under the loan, and ending not later than thirty years follow-

1.7 ing the end of such five-year period." 

18 

19 

( 2) Add the fallowing new subsections: 

"(k) Any cost-type contract or agreement ( including 

20 grants) entered into with a university, college, or other edu-

21 cation al institution for the purpose of carrying out programs 

22 authorized by part I may provide for the payment of the 

23 reimbursable indirect costs of said university, college, or other 

24 educational institution on the basis of predetermined fixed-
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1 percentage rates applied to the total, or an element thereof, 

2 of the reimbursable direct costs incurred. 

3 "(l) No loan or grant in excess of $100,000,000, and 

4 no agreement obligating or committing the United States to 

5 make a loan or grant in excess of $100,000,000, for the 

6 financing of any particular project shall be made or entered 

7 into under part I unless such loan, grant, or commitment shall 

8 have been specifically submitted to the Congress and specifi-

9 cally approved by Congress." 

10 (e) Amend section 637(a), which 'relates to admin­

ll istrative expenses, by striking out "1963" and "$53,000,-

12 000" and substituting "1964" and "$52,000,000", respec-

13 tively. 

14 

15 

CHAPTER 3-MISCELLANEOUS PROVISIONS 

SEC. 303. Section 644(f) of the Foreign Assistance 

16 Act of 1961, as amended, which relates to definition of de-

17 fense services, is amended by inserting "including orienta-

18 tion" after "training" the first time it appears. 

19 SEC. 304. Section 645 of the Foreign Assistance Act 

20 of 1961, as amended, which relates to unexpended balances, 

21 is amended to read as fallows: 

22 "SEC. 645. UNEXPENDED BALANCES.-Unexpended 

23 balances of funds made available pursuant to this Act, the 

24 Mutual Security Act of 1954, as amended, or Public Law 
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1 86-735 are hereby authorized to be continued available for 

2 the general purposes for which appropriated, and may at 

3 any time be consolidated, and, in addition, may be consoli-

4 dated with appropriations made available for the same gen-

5 eral purposes under the authority of this Act." 

6 

7 

PART IV-AMENDMENTS TO OTHER LAWS 

SEC. 401. The Act to provide for assistance in the devel-

S opment of Latin America and in the reconstruction of Chile, 

9 and for other purposes ( Public Law 86-735, 22 U.S.C. 

10 1942 et seq.), is amended as follows: 

11 ( a) Insert following the enacting clause "That this Act 

12 may be cited as 'The Latin American Development Act'". 

13 (b) In section 2 strike out "$500,000,000" and substi-

14 tute "$675,000,000". 

15 SEC. 402. Section 231 of the Trade Expansion Act of 

16 1962 ( Public Law 87-794, approved October 11, 1962) 

17 is amended as follows: 

18 ( a) Insert "( a)" before the words "The President 

19 shall''. 

20 (b) Add the fallowing new subsection: 

21 "(b) The President may extend the benefits of trade 

22 agreement concessions made by the United States to prod-

23 ucts, whether imported directly or indirectly, of a country 

24 or area within the purview of subsection (a), when he deter-
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1 mines that such treatment would be important to the national 

2 interest and would. promote the independence of such· country 

3 or area from domination or control by international com-

4 munism, and reports this determination and the reasons 

5 therefor to the Congress." 

6 SEC. 403. The Agricultural Trade Development and As-

7 sistance Act of 1954, as amended (7 U.S.C.1691 ( et seq.)), 

8 is amended as fallows: 

9 

10 

11 

12 

13 

14 

15 

16 

17 

( a) Section 104( e) is amended as follows: 

(1) Strike out "25 per centum" and substitute "50 

per centum''. 

( 2) Insert after the words '' such firms'' a comma 

and the words "and cooperative enterprises,". 

( 3) Strike out "United States agricultural prod­

ucts" and substitute "United States agricultural and 

industrial products". 

(b) Section 106 is amended by adding at the end thereof 

18 a new sentence as follows: "For the purposes of this title and 

19 title IV, the term 'surplus agricultural commodity' shall 

20 include any domestically produced fishery product if the 

21 Secretary of the Interior has determined that such product 

22 is at the time of exportation in excess of domestic require-

23 ments, adequate carryover, and anticipated exports for 

24 dollars." 
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1 ( c) The amendment made by subsection (b) of this 

2 section shall not be effective for purposes of title I of the 

3 Agricultural Trade Development and Assistance Act of 

4 1954, as amended, until January 1, 1965. 

Passed the House of Representatives August 23, 1963. 

Attest: RALPH R. ROBERTS, 

Clerk. 
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MEMORANDUM 
November 20, 1968 

SUBJECT: Foreign Aid 

A. Proposal 

1. A public committee should be appointed to perform 
the "thorough and comprehensive reappraisal" of foreign aid 
which the Foreign Assistance Act of 1968 calls on the President 
to submit to the Congress by March 1970. 

2. Hubert Humphrey should be chairman of this committee 
(this would not be a full time job--far from it; a small full 
time staff could do most of the work). Vice Chairman of the 
committee should be someone of the opposite political party-­
e.g., ex-Senator Morton, Douglas Dillon, or David Rockefeller. 

B. Rationale 

1. No U.S. Government activity has more beneficial effect 
on millions of men, women, and children around the world than 
foreign aid. Yet this program faces growing trouble: It was 
cut more deeply than ever this year, and present signs are that 
it will fare worse next year. 

2. Tree things are needed to reverse this trend: (i) an 
effective and disinterested outside review of the merits of 
t e program; (ii) new ideas to improve the program, and 
particularly to dramatize t e extent to which aid responsibilities 
are already being shared by other countries; (iii) an effective 
spokesman to present these new ideas, as well as the case for 
aid, to the public and Congress. 

3. A public committee wholly unrelated to AID would meet 
the first need: for disinterested review. It could also meet 
the second need: for new ideas, drawing - among other sources -
on excellent work recently completed by the AID Advisory Committee 
under James Perkins. Vice President Humphrey, as chairman, 
would be ideally suited to meeting the third need: for putting 
forward these new ideas (to which he could make a notable contri­
bution) in ways that would appeal to the public and the Congress. 
His appointment would also make clear that aid was viewed as 
a bipartisan issue; this would enhance its chances of survival, 
with a Republican President and a Democratic Congress. 

FH.EO BY LBJ LIBRARY 



L-.b~- ~- ~ ~~, 
~)(30)1 

C)l) ~ -
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S~I 
Office of the White House Press Secretary /- ~O f'./1J -

THE WHITE HOUSE 

STATEMENT BY THE PP.ESIDENT 
UPON SIGNING H.F. 15263, THE 
FOREIGN ASSISTANCE ACT OF 

1968 

Enactment of the foreign aid program each year, as much as any other 
single event, expresses America's concern for our fellow human beings. 
It reflects our hopes for the kind of world our children will live in. It 
states our conviction, based on experience, that we can take effective steps 
with other nations to repeal the crushing lifetime sentence of poverty, 
disease, and ignorance under which most people are born. In a word, 
foreign aid is America's best investment in world peace. 

I have signed the Foreign Assistance Act of 1968. I must emphasize, 
however, my .deep concern over the serious reductions in the amounts 
authorized under this act and the further reductions in foreign aid 
appropriations which the House has now voted. 

The Foreign Assistance Act of 1968 is inadequate. F eflecting our tight 
budget situation, my proposal for this year's program was below any 
previous request. Congress, in this act, has cut this request by nearly 
one-third - - by almost $ I billion - - to the lowest level in the history of 
foreign aid. And the House has voted even deeper appropriation cuts - - by 
some $355 million. 

These reductions have serious implications for America's security. 

To understand what the House appropriation cut means, in the critical 
area of development loans 

only $200 million would be appropriated for 21 countries in Latin 
America, compared to a minimum request of $515 million to achieve 
Alliance-for-Progress go~ls approved at Punta del Este· 

only $265 million would be appropriated for all other aided countries 
in Asia and Africa, whose populations total over one billion people. 

The Seng.te has restored the most critical House reductions within the 
limits of this authorization act. I urge the Congress as a whole to support 
this responsible action. 

We are the richest nation in history. We have much to do that is urgent 
and pres sing at home and abroad, but we must maintain our involvement 
in the world-wide war on want. 

Foreign aid - - representing only a fraction of one percent of our gross 
national product - - is the spearhead of that involvement. It is an involve­
ment of which most Americans are proud. It has produced notable 
economic successes in West Europe, in Iran, in Israel, in Korea, and 
in Taiwan. It. has built nearly 250,000 classrooms since 1962. Last 
year alone, it graduated more than 58,000 teachers in poor countries, put 
nearly 24 million children in school, and distributed 25 million textbooks 
for their use. 

MCBE 

---
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Our foreign aid program reflects the clear policy of both the President and 
the Congress -- that aid be given only to countries who help themselves. 
We share this responsibility in partnership with other wealthy nations. 
We do not do as much as some and we do no more than the average. We 
cannot afford to do less. 

Many developing countries have now taken hard self-help steps which 
promise dramatic changes, particularly in the crucial race between food 
supply and population growth. I urge the Congress not to reverse this 
momentum toward peaceful change and to weigh carefully the cost of 
rejecting our part of the self-help bargain. 

Another provision of this legislation deserves mention. It imposes a 
quota on the amount of unprocessed timber that may be sold for export from 
the United States. This provision affects our trade with Japan. The 
United States Government assures the Government of Japan that we will 
give full consideration - - bearing in mind United States domestic require­
ments - - to Japan's desire to have the law administered in a manner least 
harmful to our trade relations. 

I have taken note of Section 651 concerning the sale of planes to Israel. 

In the light of this expression of the sense of the Congress, I am asking 
the Secretary of State to initiate negotiations with the Government of Israel 
and to report back to me. 

# # # 
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Draft Letter for Mr. Clif ord or the S eaker of the House 

Dear Mr. Speaker: 

In view of the fact that will be in Vietnam next week, when 

understand that the Foreign Aid bill will be acted upon in the 

House, I am taking this opportunity of recording with you my views 

as to the importance of this legislation to our national security. 

The Military Assistance Program, administered by the Department of 

Defense, accounts for only a relatively small part of the total 

funds requested this year for foreign a·d. The $420 million asked 

for military assistance constitutes, however, a most important part 

of our overall defense program. This money will enable us to assist 

our less developed allies and friends in doing their share to maintain 

a collective security posture which deters aggression and promotes 

stable international relations. By far the greater portion of this 

amount is intended for countries which, because of their geographic 

locations, face the greatest threat. Substantial diminution of the 

planned program, or a moratorium on all military assistance for 

fi~cal year 1969, would substantially eliminate our abilfty to assist 

these countries in their efforts to defend themselves and to parti­

cipate in collective defensive efforts. 

A requirement that the Military Assistance Program endeavor to 

survive during fiscal year 1969 on the undelivered balance of 1968 

and prior years would upset carefully planned schedules of delivery 
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for major items and re air parts to recipients of military 

assistance and would vitiate the preparatory efforts which they 

have made in reliance on these deliveries. Such a moratorium, 

moreover, would lead to cancellation costs and other charges which 

would cut significantly the funds that otherwise might be available 

for investment and force improvement items. 

Above all, however, I would like to emphasize the importance I 

place from the standpoint of our national security on the continua­

tion of our economic aid programs. These are, in my opinion, vital 

to the maintenance of the alliances and other international relation­

ships from which we, along with our friends, derive so much of our 

defensive strength. The impact of a drastic curtailment or a com­

plete moratorium in economic aid on countries such as Korea and 

Thailand would be immediate and calamitous. Discontinuation of aid 

to South Vietnam and Laos could create internal situations which 

would prejudice the Paris peace negotiations and the accomplishment 

of our objectives in Southeast Asia. Our ability to retain key 

bases and facilities in a umber of developing countries would inevi­

tably be threatened. In less developed countries throughout the 

world, the prospect of even greater divergence between their needs 

and their resources would aggravate the distress conditions which 

could imperil the peace of the world. 
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I sincerely hope, therefore, t 1at the Foreign Assistance Act will 

receive the sympathetic consideration of the House in both its 

economic and military assistance aspects. 

Sincerely, 



ACTION 

THE WHITE HOUSE 
s .-,,, 

WASHINGTON 

Monday, July 15, 1968 - 7:45 am 

Mr. President: 

Neither McPherson nor Busby 
appears to be in town as of this morning. 
I think the proposed statement on the Aid 
Bill is good as it standso (I suggest a 
possible insert at top of page 3.) 

But you may wish to assign 
someone else to go over it this 
morningo 

Rostow 



W.W. Rostow 1 s suggested insert on page 3. 

of the free world. 

From hard-won personal experience, every postwar President learned 

this fact: dollar for dollar, no U. S. expenditures contributed more to U. S. 

security and world peace than dollars spent in foreign aido 

Nor, if I may add a personal note, (continue on with remainder of page). 
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MftMORANDUM FOR THE P ESIDENT 
. .. 

Subje~t: :Pre'siden St t. ment on he Aid Bill 

i_' • A dr 1 ft Pt"esidential s at:ement on the Aid Bill is 
~~tacped:---l:-t s basica ly t ·esaine statement as that 
earlier e t t~ you s a dr f.. etter t·o Speaker McCormack . 
. r 

continue tour e that you ~ers~nally read this 
t.before TV some time on a~_. 

... 
\ 

~.,,1.1... ~ r~-
,1c·holas deB. Katzenbach 

• '.nclo µ e • 

. : 

f . will ~e4d the statement before TV. 

~ • o __ _ 

S.ee me. 

• I 
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DRAFT PRES IDENTIA.L ST~ TEi\1ENT ON TBE AID BILL 

,. . • The. Congi:css is about to consider a critical piece of 
. l. : 
• l:egi~ "'."a~ion--the continuation for another year of the 
• t '! 'I• 

foreign a':Ld pr_ogram. • I W~'1.t '\:o enlphas.ize to the A-rnerican 
\ . 

p;~opie and ·to ;all Members of·~. Co·agrees my conviction that 
I 

p·ass·age., qf th~s legislation is absolutely essential. 
• • I I ' • ~ ' • • • 

; . • I ha~;l j\.ls t :cetur11ed from Central /-.merica, where i 
i ., • ', 

s·~w and felt :st first hand the needs and aspirations of 

I ~ peop-e.w~o look to us fo~ le~derchip and help. These 
• ·: . ' 

' 
I. 
\ 

\ 'I 

: : 

~ey and the millions. of others·· in As i.a, •. 
" .. - ' 

in .frica and Latin .~uerica who are struggling to better 
•, 

-: t,rK~ir o-vm .ives and the lives of ~heir· children, deserve 

t\e assurance ;that t'b.ey a:cG not alone snd friendless. 
. \ 

The worl~; $ poo:c ki~ow that there ia. no moratorium 
• I 

dis(?ase.. . . , 
I . ; . . 

~~e_y knor that· there is no moratorium on hunger) 
·\ 

·ss:arvation or '.illiteracy. 

t. A~d~they know that there can be uo moratorium on 

c~ eir ow·l) .,war ~g.a.inst these age-old enemies. Can we do 
, ' . 

·l~ss t\~an offe.·r .them. a small .measure 'of support and 

·encouragement 'in this battle? 
. . ' .. : .. ..,. ., 

. ·:. 
i • 

•: 

! ··-··-. - ........... · ·--•---.--·-•· ,.! ... 
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., . :.n the e;nd~ each c:.tizc1 and each member of c·ongresa 

f1lUS t. n1ai.te 11.i'G m-v-n j udgn:ent of our national priorities. 

.;Let. me only ~ay that my i:or·ek n aid budget request takes 
~ 

Jnto acco·u~t ;Our .critic l .. eGds at home as well as thos 
\., 

• ~abrod;d. • ~.:the Co~g~es;3._ k .ows ~ i~c .,was t:he lowest: request 
I ! 

• \tn his to~y. · 

f Th~- For~ign A.ffai~s Comm:ttee has reduced this 
>, 

;.• I • 

~rcauesc_ by $6oo··m-llio::-.~,;.about 20_o/o• ! .regret this cut) 
.. 
·' 

~but i in· v:...ei/ _of our jo~~<c concern for ou.: fiscal problems• 

~~ wil not· oppose :t. 

tle progr~~.ha 9 been pa~ed to 

.-B~.ow this l~vel t:;.e vitality of the regional 

-~-initia.ti.ves tre have stin1ulated in the deve ... oping areas 

:'. would ~e ·sev:erely t:.raatcnc.doj Countries around the 

: .advice tilould los_e the;. confidence in peaceful progress 

~ whi_ch dist:triguishes this era from the· long dark centuries 

honelessriess which nave been.thei~ cornmon burden. . . . . 

is not, 'J.or s .. ould it: become, a part~san issue. 

•• Every. Pre$i~ent since -'!{er:::y Trt;iman has understood the 
._ 

: • impo:ct~i'~ce ·9f a~~ to our o,m security ·and to t'i.e future 

, I 

-----
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c.aii. I _imag'ine a: greater disservice to my successor 
. . 
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nc.cess sry ~o the pe"t:forma1~ce oi: his· dut:es. I speal" 

p~ede.~es s o;s • '""when I say that: ·L'.one is n\ore v;L tal tL~an 

I 

. We sre now engaged in crucial -talks looking toward 

-c·1e ei1d _of· the: tragic co::;.f:ict i1.1 Viet-Narn. We .are about 

t9. begin talks .i w-th the Soviet Union on limiting the. arms 

'. 

has·· bemn. to 
,Q 

we must not s·eem to be 

·withdra,~i·L1.g-from' the struggle agail)st, the basic causes . . 

0$ war and unrest • 
• i • 

• cell ~~on the Cong~ess to reaffirm--as it has so 

. d..c. moz-e: peac~i.ul future . 
.. • •• f • 
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DRAFT PRESIDENTIAL STATEMENT ON THE AID BILL 

: . . . 

,. . The .Congi:ess is about to consider a critical piece of 
l. : 

• l:egislation--the continuation for another year of the 
,I 'I• 

i'. ~~reign_ a·id p~ogram. I want to emphasize to the .American 

: i 
\ 

p~opie and·to ;all Members of Congress my conviction that 
. . 

p'.ass·age,. qf th~s legislation is absolutely essential. 
I I t ~ • • 

. . :;· .• I havp jl.lst retur11ed from Central America, where i 
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s·~w and felt 1at: first hand the needs and aspirations of 

, people-wl'lo look to us for leadership and help. These . 
• i 

p'~ople; ·with ~nergy and hope, are hard at work building 

~: ~ew life. • ~ey and the millions. of others in As:La, • 
.... ' 

in Africa and ~atin America who·ar~ ~truggling to better 
•·· 

tpeir own lives and the lives· of their·children, deserve 

the assurance ithat they are n~t alone and friendless. 
. ·. . 

The wotl~•~ poor know that there is.no moratorium 

• o~ dis~ase .•. 

~ ~hey knof· that there is no moratorium on hunger, 

·s~arvaticin or '.illiteracy._ 

:'. . . Md ~they know that there can be no moratorium on 
.. . . . 

_their OWJ:1 ,war ~g~inst these age-old enemies. 
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.·In the e:nd, each citizen and each member of c·ongress 

tnust. make M·s own judgment of our national priorities. 
! • . 
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.f,Let.me only ~ay that my foreign aid budget request takes 
.. 
!into acc<iunt ;our .critical needs at home as well as those 
i,. 

• )abrolfd. • ~.:the Cong;esr knows; it ,was the lowest request 

• ;:in history .• i 
r . • . . • : 

r The. For~ign Affairs Committee has reduced this 
~ 
~•. I • 

,. ~request. by $6oo··million".9.;.about 20%. I regret this cut. 
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~but, in· vie°"(of our jo~nt concern for our fiscal problems, 
.. 

_;I will.not· oppose it. 

Bu·t~ ·w!,~h these ~ ts , the progrmtj .ha~ been pa_t"ed to 

:; the ·bone-. ·.-Below this level the \>'itality of the regional 
• •. I 

. . . 
··~· initiatives -~ have stimulat~d in the developing areas 

:: . I 

:: would ~e ·sev:erely threatened. Countries around the 

·':world whic.h have trusted our resolve ·and heeded our 
.· . 
: .advice would lose the confidence in peaceful progress 
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~which d stiriguishes this era from the long dark centuries 

(of 11:opeless~~ss which have b·een. their common burden. 
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of :'the free world. 
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Nor, if I may add a personal note, 
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c.an I _imagine a: greater disservice to my s~ccessor 

' 

th~ th~. ,ie~eat:, _or crippling, of this bil~. Be he 

De~o.¢r~t or· Repµblican, liberal or ~o~sery~tive, he 
' . . : . 

·will be _cqarge_d°' with exe~uting the foreign policy of 

the Unit~d.Stat~s. It is our commo~ respo~sipility to 
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! , p~ss· on to. hJ,m ;111tact the full range of ~~struments 
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necessary to ~he per,formance 0£ his· duties. I speak 

. , . fiom my.o~ ~xperience-•and the exp~rience_ of my ~hree 

ptede~esso~s•~when I _say that none is more vital than 
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~ ; We ar~ now engaged in crucial -talks looking toward 
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t~e end _of· the: tragic conflict ·in Viet•N~. We .are about 

t?. begin talks .i with the Soviet Union on limiting the arms 

rac~. ·At- a·time when America's commitment to peace with 
. . . . 

s~curity has· ~~gun· to bear fruit; we ~ust not s·eem to be 

-w~thdrawing· fr~m.the struggle agai~st_ the basic causes 

0$ war and unr·es ~. 

• l • I call ~~on the Congress to reaffirm--as it has so 

r~solutely in :the,past--America's moral and material 

c:ommitment to· ;help others help the~selves··toward a better 
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CONEIDEN'fIPrL 

THE UNDER SECRETARY OF STATE 

WASHINGTON 

July 13, 1968 

1:1EMORANDUM FOR THE PRESIDENT 

Subject: Presidential Statement on the Aid Bill 

A draft Presidential statement on the Aid Bill is 
attached. It is basically the same statement as that 
earlier sent to you as a draft letter to Speaker McCormack. 

I continue to urge that you personally read this 
statement before TV some time on Monday. 

~-11..M r~ 
Nicholas deB. Katzenbach 

Enclosure. 

I. I will read the statement before TV. 

2. No 

3. See me. 

0-~T~R~~UNfO TO ~ AN 
t..t~i\·~l~~tsfRAJ·;vr M'ARijrNQ 
NOT HAT't r(. 1 .11TY 
tNFOiU'MJJOt ~ f. .. 1 
SK. 1. lol 
n ...... ...,...._ _,_, t13 



DRAFT PRESIDENTIAL STATEMENT ON THE AID BILL 

The Congress is about to consider a critical piece of 

legislation--the continuation for another year of the 

foreign aid program. I want to emphasize to the American 

people and to all Members of Congress my conviction that 

passage of this legislation is absolutely essential. 

I have just returned from Central America, where I 

saw and felt at first hand the needs and aspirations of 

people who look to us for leadership and help. These 

people, with energy and hope, are hard at work building 

a new life. They and the millions of others in Asia, 

in Africa and Latin America who are struggling to better 

their own lives and the lives of their children, deserve 

the assurance that they are not alone and friendless. 

The world's poor know that there is no moratorium 

on disease. 

They know that there is no moratorium on hunger, 

starvation or illiteracy. 

And they know that there can be no moratorium on 

their own war against these age-old enemies. Can we do 

less than offer them a small measure of support and 

encouragement in this battle? 
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In the end, each citizen and each member of Congress 

must make his own judgment of our national priorities. 

Let me only say that my foreign aid budget request takes 

into account our critical needs at home as well as those 

abroad. As the Congress knows, it was the lowest request 

in history. 

The Foreign Affairs Connnittee has reduced this 

request by $600 million--about 20%. I regret this cut, 

but, in view of our joint concern for our fiscal problems, 

I will not oppose it. 

But with these cuts, the program has been pared to 

the bone. Below this level the vitality of the regional 

initiatives we have stimulated in the developing areas 

would be severely threatened. Countries around the 

world which have trusted our resolve and heeded our 

advice would lose the confidence in peaceful progress 

which distinguishes this era from the long dark centuries 

of hopelessness which have been their connnon burden. 

This is not, nor should it become, a partisan issue. 

Every President since Harry Truman has understood the 

importance of aid to our own security and to the future 
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of the free world. Nor, if I may add a personal note, 

can I imagine a greater disservice to my successor 

than the defeat, or crippling, of this bill. Be he 

Democrat or Republican, liberal or conservative, he 

will be charged with executing the foreign policy of 

the United States. It is our conunon responsibility to 

pass on to him intact the full range of instruments 

necessary to the performance of his duties. I speak 

from my own experience--and the experience of my three 

predecessors--when I say that none is more vital than 

foreign aid. 

We are now engaged in crucial talks looking t·0ward 

the end of the tragic conflict in Viet-Nam. We are about 

to begin talks with the Soviet Union on limiting the arms 

race. At a time when America's conunitment to peace with 

security has begun to bear fruit, we must not seem to be 

withdrawing from the struggle against the basic causes 

of war and unrest. 

I call upon the Congress to reaffirm--as it has so 

resolutely in the past--America's moral and material 

commitment to help others help themselves toward a better 

and more peaceful future. 





GO~~FIDENTL\L > 

THE UNDER SECRETARY OF STATE 

WASHINGTON 

July 13, 1968 

MEMORANDUM FOR THE PRESIDENT 

Subject: Presidential Statement on the Aid Bill 

A draft Presidential statement on the Aid Bill is 
attached. It is basically the same statement as that 
earlier sent to you as a draft letter to Speaker McCormack. 

I continue to urge that you personally read this 
statement before TV some time on Monday. 

11.,11. L1 r~ 
Nicholas deB. Katzenbach 

Enclosure. 

I. I .will read the statement before TV. 

2. No 

3. See me. 
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DRAFT PRESIDENTIAL STATEMENT ON THE AID BILL 

The Congress is about to consider a critical piece of 

legislation--the continuation for another year of the 

,foreign aid program. I want to emphasize to the American 

people and to all Members of Congress my conviction· that 

passage of this legislation is absolutely essential. 

I have just returned from Central America, where I 

saw and felt at first hand the needs and aspirations of 

people who look to us for leadership and help. These 

people, with energy and hope, are hard at work building 

a new life. They and the millions of others in Asia, 

in Africa and Latin America who are struggling to better 

their own lives and the lives of their children, deserve 

the assurance that they are not alone and friendless. 

The world's poor know that there is no moratorium 

on disease. 

They know that there is no moratorium on hunger, 

starvation or illiteracy. 

And they know that there can be no.moratorium on 

their own war against these age-old enemies. Can we do 

less than offer them a small measure of support and 

encouragement in this battle? 
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In the end, each citizen and each member of Congress 

must make his own judgment of our national priorities. 

Let me only say that my foreign aid budget request takes 

into account our critical needs at home as well as those 

abroad. As the Congress knows, it was the lowest request. 

in history. 

The Foreign Affairs Committee has reduced this 

request by $600 million--about 20%. I regret· this cut, 

but, in view of our joint concern for our fiscal problems, 

I will not oppose it. 

But with these cuts, the program has been pared to 

the bone. Below this level the vitality of the regional 

initiatives we have stimulated in the developing areas 

would be severely threatened. Countries around the 

world which have trusted our resolve and heeded our 

advice would lose the confidence in peaceful progress 

which distinguishes this era from the long dark centuries 

of hopelessness which have bee~ their common burden. 

This is not, nor should it become, a partisan issue. 

Every President since Harry Truman has understood the 

importance of aid to our ovm security and to the future 
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of the free world. Nor, if I may add a personal note, 

can I imagine a greater disservice to my _successor 

than the defeat, or ·crippling, of this bill. Be he 

Democrat or Republican, liberal or conservative, he 

will be charged with executing the foreign policy of 

the United States. It is our common responsibility to 

pass on to him intact the full range of instruments 

necessary to the performance of his duties. I speak 

from my own experience--and the experience of my three 

predecessors--when I say that none is more vital than 

foreign aid. 

We are now engaged in crucial talks looking toward 

the end of the tragic conflict in Viet~Nam. We are about 

to begin talks with the Soviet Union on limiting the arms 

race. At a time when America's connnitment to peace with 

security has begun to bear fruit, we must not seem to be 

withdrawing fro~ the struggle against the basic·causes 

of war and unrest. 

I call upon the Congress to reaffirm--as it has so 

resolutely in the past--America's moral and material 

commitment to help others help themselves toward a better 

1 

and more peaceful future. 



ACTION 
THE WHITE HOUSE 

WASHINGTON 

Saturday, July 13, 1968 
12:45p.mo lt 

)C- v 

Mr. President: 

Herewith Nick produces a statement 
on the Aid Bill, which he recommends you 
read before TV sometime on Monday. In 
a conversation with Sec. Rusk this morning, 
he thought an opending volunteered state­
ment at a press conference might be the 
hP ~t fo_r_m for such a statement. 

Ot'T't''f",i~.ffNED TO BE .ll. ~ .• t:..OMIN1$ TR• 1't\.' i 
MARKING. CANCEU;:) PE:R E. 0. l 23!:-6. 
sr.c. 1.3 ANO ARCHIVISTS MEMO Of: 
MAR. 16. I 883. 

BY ~I A.~ ON ~~-

eo:NFIBENTJAL 



. ' 
I 

I 
i 
\ 

• I . \ 

• ' 

. I 

. i_. 

-CUNFIMITEAk 

I 
• t 

' ' ; 
I 

)' 

THE: UNDER SECRE.!ARY OF' STAT.E 
WASHINGTON 

July 13, 1968 

MEMORANDUM FOR THE PRESIDENT 
I • 

I 
.;. 
!• 

Subj~~t: ~Presidential Statement on the Aid Bill 

j. 
I 

. • A dr~f-t Pt-esid ntial statement on the Aid Bill s 
~~tacped, e basically the same statement as tat 
e~rlier sent t~ you as a draft letter t·o Speaker McCormack. 

: I continup to urge that you personally read this 
statement.before TV some time on Monday. 

~.,J.f.. .-M ;-~-
Nicholas deB. Katzenbach 

·tnc losµre. 

t .. I will ~e4d the statement before TV. 

2. No 
•. -----
3. s.ee me • 

Cotff! IDBNTIAt.. 

-~DsyL • 
• SJ LT 
~ • • I I • • 

DmRMtNi~ N> I! AN 
AOM1Nf5fllA11\11; MARlffNG 
NOT MAT1. SICURITY 
INF-0AAtATJON, t.O. lllN, 
$EC. 1 IIGI 
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DRAFT PRESIDENTIAL STATEMENT ON THE AID BILL 

. . 

.. . The .Congi::ess is about to consider a critical piece of 
!. : 

l~gislation••the continuation for another year of the 
., : 

; . ~~reign. a°id pr_ogram. I want to emphasize to the American 
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p~op1e and to iall Members of Congress my conviction that 

p'.~s-age, ~f th~s legislation is absolutely essential. 
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I ha'¥ j~st returned from Central America, where r 

s·~w and felt at first hand the needs and aspirations of 

people-wno look to us for leadership and help. These 
• : 

p'~ople; with -nergy and hope, are hard at work building 
. .I . . 

4:_new life. ~ey and the millions.of others in Asia. 
~ 

iri Africa and !Latin America who ar~ struggling to better 
'•' 

their own lives and the lives of their·children, deserve 
I 

: 1 the assurance ;that they are not alone and friendless. 

. ' , The wotl~'s poor know that there is no moratorium 

~ dis,ase .. . 
. . 

~hey know that there is no moratorium on hunger, 

·s~arvatidn or '.illiteracy. 

1
' . Md ~they know that there can be no moratorium on 

their o~ _war ~g~inst these age-old enemies. Can we do 

-l~ss than offe'r .them a sma.11 measure ·of support and 
,· . 

·ehcourag~ent 'in this battle? 
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_·In the ~nd, each citizen and ea~h member of c·ongress 

• tnust. make his own judgment of our national priorities. ! . . 
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):.et.me only ~ay that my foreign aid budget request takes 

!into accciunt ;our .critical needs at home as well as those 
i, 

• ;abrolfd. • Ast_:the Cong~esf. knows• it .,was the lowest request 

;!in history .• i 
:: . . 

r The. For~ign Affairs Conunittee has reduced this 
~ 
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~request_by $6oo·million--about 20%. I regret this cut, 
A 

fbut, in· viewi_of our joint concern for our fiscal problems, 
.. 

. ~l will not· oppose it. 

Bu·t.· ·wl~h these ~ts, the progr~ .ha~ been pared to 

;; the ·bone. .· Below this level the 'litality of the regional 
• • I 

. . 
• ~-1nit1a.tives -~ have stimulated in the developing areas 

~ i ~would ~e-sev¢rely threatened. Countries around the 
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: world whi~h have trusted our resolve ·and heeded our 
.· . 
:· .a~vice would lose the- con£ idence in peaceful progress 

{which distinguishes this era from the long dark centuries 

~ of ~opelesstj~ss which have been.their common burden. 
' . . 

... ·This 1J not, nor shouid it become, a partisan issue. 
l 

:i Every Pr~$1~e.nt since :Harry T~man has understood the 

importance of ald to our own security and to the future 
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·: of:: the fre~ world. Nor, tf I may ac1d a p~~sonal note., 
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c~n ~ _imagine a:greater disservice to my s~ccessor 
I . . 

than the 4efeat·, _or crippling, of this bil~. Be he 

De.~o.crat or Repµblican, liberal or ~onseryative, he ·, 
will be .c}1arge_d· with executing the foreign policy of 

the Unit~d Stat~s. It is our commo~ responsipility to 
:• . 

p~ss· on to him ;1i1tact the full range of i~struments 

necessary to the pe~formance o~ his· duties. I speak 

fiom my.o~ experience--and the exp~rience of my three 

prede~esso~s•~when I say that none is more vital than 

foreign aid. • ··: • 
I , 

We are now engaged in crucial -talks looking toward 

t~e end_of· theltragic conflict in Viet-Nam. We .are about 

t~. begin tallcs.i with the Soviet Union on limiting the arms 

rac~. • At- a time when America's commitment to peace with 
. '. . 

s •curi ty has· b~gun • to bear fruit, we must not s·eem to be 

-w~thdrawin_g· fr~m the struggle agai~st the basic causes 

o~ war artd unrest. 

• i. • I call ~pon the Congress to reaffirm--as it has so 

r~solutely in _;the ,pas t--America' s moral and material 
j. 
,: 

o:omrnitment to· ;help others help themselves ·toward a better 

dnd more=peac~ful future. 
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ACTION 

THE WHITE HOUSE 

WASHINGTON 

Friday, July 12, 1968 - 1:00 p. m. 

Mr. President: 

Herewith, as you requested, a 
proposed Presidential statement on 
the aid bill. 

I think the statement will help. 
I recommend you approve. 



THE UNDER SECRETARY OF STATE 

WASHINGTON 

1 11 1968 Oflf~MfNEO ,o ttf 4H 
Ju Y , AllMINfSfRA11 • MARfllf~ 

NOT NA.f't . URlTY 
INF~rJON,f.O. l_,. 
SK 1.llof • 

•...,~ ...... 
MEMORANDUM FOR THE PRESIDENT 

Subject: Presidential Statement on the Aid Bill 

In line with your instructions at the Cabinet meet­
ing yesterday, at Tab A is a draft Presidential letter 
to Speaker McCormack. (Bill Gaud has seen and approved 
the text.) It makes a strong pitch for passage of the 
Aid Bill and could serve as a public Presidential state­
ment. It offers several advantages over a Presidential 
speech. It is short and punchy, and would have more 
impact than a longer, necessarily more complicated speech 
on the subject. 

I reconunend that you read the letter before TV 
Monday, since House debate is scheduled to begin Tuesday. 

If you approve the letter, we will need your signa­
ture at Tab Ao 

Enclosure. 

1. I will read the letter before TV 
2. No 
3. See me 
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Dear Mr. Speaker: 

THE WHITE HOUSE 

WASHINGTON 

July 12, 1968 

The House of Representatives is about to consider a critical piece 
of legislation -- the Foreign Assistance Act. I want to emphasize 
to you - - and through you to all Members of Congress - - my strong 
support for this bill. 

I have just returned from Central America, where I saw and felt 
at first hand the needs and aspirations of people who look to us for 
leadership and help. These people, with energy and hope, are 
hard at work building a new life. They, and the millions of others 
in Asia, Africa and Latin America who are struggling to better 
their own lives and the lives of their children, deserve the assur­
ance that they are not alone and friendless. 

The world's poor know that there is no moratorium on disease. 

They know that there is no moratorium on hunger, starvation, or 
illiteracy. 

And they know that there can be no moratorium on their own war 
against these age-old enemies. Can we do less than offer them a 
small measure of support and encouragement in this battle? 

----

In the end, each citizen and each member of Congress must make 
his own judgment of our national priorities. Let me only say that 
my foreign aid budget request takes into account our critical needs 
at home as well as those abroad. As the Congress knows, it was 
the lowest request in history. 

The Foreign Affairs Committee has reduced this request by 
$600 million -- about 20%. I regret this cut, but, in view of our 
joint concern for our fiscal problems, I will not oppose it. 



But with these cuts, the program has been pared to the bone. 
Below this level the vitality of the regional initiatives we have 
stimulated in the developing areas would be severely threatened. 
Countries around the world which have trusted our resolve and 
heeded our advice would lose the confidence in peaceful progress 
which distinguishes this era from the long dark centuries of hope­
lessness which have been their common burden. 

This is not, nor should it become, a partisan issue. Every Presi­
dent since Harry Truman has understood the importance of aid to 
our own security and to the future of the free world. Nor, if I may 
add a personal note, can I imagine a greater disservice to my suc­
cessor than the defeat, or crippling, of this bill. Be he Democrat 
or Republican, liberal or conservative, he will be charged with 
executing the foreign policy of the United States. It is our common 
responsibility to pass on to him intact the full range of instruments 
necessary to the performance of his duties. I speak from my own 
experience -- and the experience of my three predecessors -- when 
I say that none is more vital than foreign aid. 

We are now engaged in crucial talks looking toward the end of the 
tragic conflict in Viet-Nam. We are about to begin talks with the 
Soviet Union on limiting the arms race. At a time when America's 
commitment to peace with security has begun to bear fruit, we 
must not seem to be withdrawing from the struggle against the 
basic causes of war and unrest. 

I call upon the Congress to reaffirm -- as it has so resolutely in 
the past --America's moral and material commitment to help 
others help themselves toward a better and more peaceful future. 

The Honorable 
John W. McCormack 
Speaker of the House 

of Representatives 

Sincerely, 
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JULY 9, 1968 

THERE FOLLOWS A PROPOSED PRESIDENTIAL LETTER TO DOC ~ORGAN 
I SUPPORT OF HIS COMMITTEE•s VERSION OF THE FOREIGN AID 
BILL. f'JESSRS. KATZENBACH, GAUD, SANDERS AND I ARE 
PERSUADED THAT THIS MAY HELP TO HOLD OFF THE 
REPUBLICANS AND THAT WE NEED ALL THE HELP WE CAN GET. MORGAN 
WILL BE DELIGHTED TO RECEIVE IT AND WOULD PROBABLY READ 
IT INTO THE RECORD AT THE BEGINNING OF THE DEBATE. 

THE AID BILL IS SCHE~ULED COME ON THE FLOOR AFTER HOUSING, 
PROBABLY FIRST THING TOMORROW. IF YOU APPROVE THE LETTER, 
YOU MAY WANT TO HAVE GEORGE RELEASE IT FROM THE RANCH THIS 
AFTERNOO TO CATCH TOMORROW MORNING•s PAPERS. 
WE SHOULD ALSO LET MORGAN KNOW IT·s COMING BEFORE HE READS IT 
ON THE TICKER. 

BEGIN TEXT: 

DEAR MR. CHAIRMAN: 

SOON THE CONGRESS MUST DECIDE HAT SMALL SHARE OF OUR 
NATIONAL EALTH SHOULD BE SPENT TO HELP THE FREE PEOPLES IN 
ASIA, AFRICA, AND LATIN AMERICA WHO LIVE IN THE SHADOW 
OF DESPAIR. IT IS NOT FOR AMERICANS TO DECIDE WHETHER CHANGE 
WILL OCCUR IN THESE LONG-SUFFERING LANDS; HISTORY HAS DECREED 
THAT THERE WILL BE CHANGE. BUT THE CONGRESS, BY 
ITS ACTION ON THE FOREIGN AID BILL, WILL DECIDE HETHER THE 
UNITED STATES WILL CONTINUE TO OFFER THE CRITICAL ~ARGIN 
OF HOPE HICH SO OFTEN SPELLS THE DIFFERENCE BETWEEN 
FORWARD PROGRESS AND THE LONG SAP SLIDE INTO CHAOS. 

I DO OT ASSERT THAT THIS IS AN EASY JUDGMENT. THE TEMPTATION 
IS GREAT TO THROW OFF THE BURDEN OF WORLD LEADERSHIP AND 
CONCENTRATE ALL OUR ENERGIES O THE DEEP AND BITTER PROBLEMS 
WHICH BESET OUR OWN SOCIETY. I YIELD TO NO MAN IN MY CONCERN 
ABOUT THESE PROBLEMS NOR IN MY DETERMI ATION TO SOLVE 
THEM. 

BUT WE HAVE LEARNED IN THIS CENTURY THAT VIOLENCE ANYWHERE 
IS A THREAT TO PEACE EVERYWHERE. E HAVE LEARNED THAT OUR VERY 
WEALTH IMPOSES DECISIONS WHICH CAN DETERMINE WHETHER OUR 
CHILDREN WILL INHERIT'. A COMMUNITY OF INDEPENDENT AND PROGRESSIVE 
NATIONS OR A PLANET STEEPED IN THE BLOODY GLOOM OF STAGNATION 
AND VIOLE CE. AND WE HAVE LEARNED THAT I MATTERS OF SECURITY 
THERE IS NO REFUGE IN ISOLATION. 

. . ,. ., ' : . 
• • I 
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- TOGETHER OVER THE PAST TWENTY YEARS WE HAVE SHAPED THESE 
LESSONS INTO A BIPARTISAN POLICY OF HOPE FOR NATIONS WITH THE WILL TO 
HELP THEMSELVES. WE HAVE SET CAREFUL LIMITS. OUR CAPITAL AID 
IS IN THE FORM OF LOANS, NOT GRA TS. WE I SIST ON ECONOMIC 
PERFORMANCE ~y RECIPIENTS; WE DO OT MAKE UNCONDITIONAL HANDOUTS. 
WE SUPPLY AMERICAN GOODS AND SERVICE; WE DO OT DAMAGE THE U.S. 
BALANCE OF PAYMENTS. AND OUR MISTAKES -- THOUGH WE DO SOMETIMES 
MAKE MISTAKES -- ARE FAR OUTWEIGHED BY OUR SUCCESSES. 
LET THE MAN WHO DOUBTS THAT WALK THROUGH THE GOLDEN GRAIN 
FIELDS OF SOUTH ASIA, OR THROUGH THE THRIVING NEW FACTORIES 
OF KOREA, OR SEE -- AS I HAVE JUST SEEN -- THE ENERGY 
AND THE VISION AT WORK TO BUILD A NEW CENTRAL AMERICA OUR 
SKEPTICISM DIES HARD IN THIS JADED AGE, BUT IT CANNOT SURVIVE THAT 
EVIDENCE. 

IN THE END, EACH CITIZEN AND EACH MEMBER OF CONGRESS MUST 
MAKE HIS OWN JUDGMENT OF OUR NATIONAL PRIORITIES. LET ME ONLY SAY 
THAT MY BUDGET RECOMMENDATIONS FOR FOREIGN AID TAKE INTO ACCOUNT 
OUR CRITICAL NEEDS AT HOME AS WELL AS THOSE ABROAD. THEY REPRESENT 
LESS THAN HALF OF ONE PERCENT OF OUR NATIONAL INCOME. IN MY JUDGMENT, 
THEY CONSTITUTE THE MINIMAL U.S. CONTRIBUTION TO OVERSEAS DEVELOPMENT 
CONSISTENT WITH OUR NATIONAL INTERESTS AND OUR NATIONAL CONSCIENCE. 

THE FOREIGN AFFAIRS COMMITTEE HAS SEEN FIT TO REDUCE THIS 
REQUEST BY $600 MILLION -- ABOUT 20 PERCENT. I REGRET THIS CUT, BUT, 
IN VIEW OF OUR JOINT CONCERN FOR OUR FISCAL PROBLEMS, I WILL NOT 
OPPOSE IT. ~ k ~ rv ~ lf'V\--)l.:ti ~, 

FURTHER CUTS, HOWEVER, WOULD ~ A~1 Im"ITMT !Ot<J IO !5!,A~T~~. 
MOMENTUM BUILT UP IN YEARS OF HARD WORK WOULD DISSOLVE IN 
FRUSTRATIO AND DISILLUSIQN. THE VITALITY OF THE REGIONAL INITIATIVES 
WE HAVE STIMULATED IN ASIA, AFRICA AND LATIN AMERICA WOULD BE SEVERELY 
THREATENED. COU TRIES AROUND THE WORLD WHICH HAVE TRUSTED OUR RESOLVE 
AND HEEDED OUR ADVICE OULD LOSE THE CONFIDENCE IN PEACEFUL PROGRESS 
WHICH DISTINGUISHES THIS ERA FROM THE DARK CENTURIES OF HOPELESSNESS 
WHICH ARE THEIR COMMO' HERITAGE. I CANNOT IMAGINE A MORE SERIOUS 
BLOW TO OUR INTERESTS AROUND THE WORLD. 

NOR, IF I MAY ADD A PERSONAL NOTE, CAN I IMAGINE A GREATER 
DISSERVICE TO MY SUCCESSOR. BE HE DEMOCRAT OR REPUBLICAN, LIBERAL 
OR CONSERVATIVE, HE WILL BE CHARGED WITH EXECUTING THE FOREIGN POLICY 
OF THE UNITED STATES. IT IS OUR COMMON RESPONSIBILITY TO PASS ON TO 
HIM I TACT THE FULL RANGE OF INSTRUMENTS ECESSARY TO THE PERFORMANCE 
OF HIS DUTIES. I SPEAK FROM MY OWN EXPERIENCE -- AND THE EXPERIENCE 
OF Y THREE PREDECESSORS -- WHEN I SAY THAT NONE IS MORE VITAL THAN 
FOREIGN AID. 

I URGE THE CO GRESS TO ENACT THE FOREIGN AID BILL AS REPORTED BY 
THE FORE!G AFFAIRS COMMITTEE. 

END TEXT. 

SINCERELY, ~ ~ 

w~ 
LETTER APPROVED FOR RELEASE THIS AFTERNOO 

DTG: 09t554Z JUL 68 lTNtUSSJFltD 
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July 9, 1968 _ :1:~ 
FOR THE PRESIDENT FROM WALT ROSTOW ~i 

w 
There follows a proposed Presidential letter to Doc Morgan in support 

of his committee's version of the Foreign Aid Bill. Messrs. Katzenbach, 

Gaud, Sanders and I are persuaded that this may help to hold off the 

Republicans and that we need all the help we can get. Morgan will be 

delighted to receive it and would probably read it into the Record at the 

beginning of the debate. 

The Aid Bill is scheduled come on the floor after housing, probably 

first thing tomorrow. If you approve the letter, you may want to have George 

release it from the Ranch this afternoon to catch tomorrow morning's papers. 

We should also let Morgan know it's coming before he reads it on the ticker. 

BEGIN TEXT: 

Dear Mr. Chairman: 

Soon the Congress must decide what small share of our national 

wealth should be spent to help the free peoples in Asia, Africa, and 

Latin America who live in the shadow of despair. It is not for Americans 

to decide whether change will occur in these long-suffering lands; 

history has decreed that there will be change. But the Congress, by 

its action on the foreign aid bill, will decide whether the United States 

will continue to offer the critical margin of hope which so often spells 

the difference between forward progress and the long sad slide into 

chaos. 
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I do not assert that this is an easy judgment. The temptation is 

great to throw off the burden of world leadership and concentrate all 

our energies on the deep and bitter problems which beset our own 

society. I yield to no man in my concern about these problems nor in 

my determination to solve them. 

But we have learned in this century that violence anywhere is a 

threat to peace everywhere. We have learned that our very wealth 

imposes decisions which can determine whether our children will 

inherit a community of independent and progressive nations or a planet 

steeped in the bloody gloom of stagnation and violence. And we have 

learned that in matters of security there is no refuge in isolation. 

Together over the past twenty years we have shaped these 

lessons into a bipartisan policy of hope for nations with the will to 

help themselves. We have set careful limits. Our capital aid is in 

the form of loans, not grants. We insist on economic performance by 

recipients; we do not make unconditional handouts. We supply American 

goods and services; we do not damage the U.S. balance of payments. 

And our mistakes - - though we do sometimes make mistakes - - are 

far outweighed by our successes. Let the man who doubts that walk 

through the golden grain fields of South Asia, or through the thriving 

new factories of Korea, or see - - as I have just seen - - the energy 

and the vision at work to build a new Central America. Our skepticism 

dies hard in this jaded age, but it cannot survive that evidence. 
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In the end, each citizen and each member of Congress must 

make his own judgment of our national priorities. Let me only say 

that my budget recommendations for foreign aid take into account our 

critical needs at home as well as those abroad. They represent less 

than half of one percent of our national income. In my judgment, they 

constitute the minimal U.S. contribution to overseas development 

consistent with our national interests and our national conscience. 

The Foreign Affairs Committee has seen fit to reduce this 

request by $600 million - - about 20%. I regret this cut, but, in view 

of our joint concern for our fiscal problems, I will not oppose it. 

Further cuts, however, would be an invitation to disaster. 

Momentum built up in years of hard work would dissolve in frustration 

and disillusion. The vitality of the regional initiatives we have stimulated 

in Asia, Africa and Latin America would be severely threatened. 

Countries around the world which have trusted our resolve and heeded 

our advice would lose the confidence in peaceful progress which 

distinguishes this era from the~ dark centuries of hopelessness 

which are their common heritage. I cannot imagine a more serious 

blow to our interests :around the world. 

Nor, if I may add a personal note, can I imagine a greater 

dis service to my successor. Be he Democrat or Republican, liberal 

or conservative, he will be charged with executing the foreign policy 

of the United States. It is our common responsibility to pass on to 
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him intact the full range of instruments necessary to the performance 

of his duties. I speak from my own experience - - and the experience 

of my three predecessors - - when I say that none is more vital than 

foreign aid. 

I urge the Congress to enact the foreign aid bill as reported by 

the Foreign Affairs Committee. 

Sincerely, 

END TEXT. 

Letter approved for release this afternoon. 

No. 

Call me. 



MEMORANDUM 

THE WHITE HOUSE 

WASHINGTON 

Friday, June 7, 1968 -- 10:30 AM 

SUBJECT: Status Report on the Foreign Aid Bill 

Things still have not jelled into any reliable pattern. Th,:f will 
clearly have to wait until afterfue tax bill has been passed. As of now: 

1. You will recall that Doc Morgan had been instructed by the Foreign 
Affairs Committee to check out with the House Democratic Leader­
ship a stop-gap approach which would produce a simple continuation 
of present programs at perhaps 90% of this yeur 1 s expenditure rate. 
We decided not to oppose this because it would probably produce more 
aid money than the usual procedure. 

2. Morgan apparently talked to Passman and to Carl Albert. We do not know 
the specifics of those conversations, but Morgan now seems to have 
dropped this idea - - although Carl Marcfy is still pushing it hard in the 
Senate. 

3. Morgan has decided to resume his mark-up of the authorization bill. He 
has tried to hold a meeting every day this week, but has repeatedly failed 
to get a quorum. It is not at all clear why he is pushing so hard when it 
is so evident that nobody wants to act on the aid bill until after the tax bill 
goes through. 

4. Morgan's strategy is to try to get a ''high" authorization bill (perhaps 
$2. 4 billion, compared with the $2. 9 billion request) through the Committee, 
take some cuts on the Floor, but leave some room for the Appropriations 
Committee to work its will. 

5. However, Passman is pushing the appropriations bill through mark-up with a 
target reporting day of June 21. With the postponement of the tax bill, if 
Passman makes his target, the appropriation bill will be out of the Committee 
befo=~e authorization bill gets on the Floor. This will probably eliminate 
any i: •tetween the author.1;.z~on and appropriation numh,rs; the authori-
zation bill will simply be ~'r"a.s on the Floor to bring it down to the appropria­
tion recommendation. This is a blow to the Morgan- strategy, but it may 
actually be useful in terms of getting as much money as possible. 

6. We don! t know what number Passman has in mind. We know that his staff is 
planning to recommend~a~ou} $1. 8 billion. Gaud is going up to talk to him 
next week in the hope t°f"'p~suading him to accept that number, which is 
higher than we thought he would go. 
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7. On the Senate side, AID has been told that Fulbright has left Washington 
and delegated his chairmanship for all practical purposes until next 
session. Sparkman is in the saddle. It is not clear whether Carl Marc/y 
has persuaded Sparkman of the virtues of the stop-gap approach, but the 
scuttlebutt is that the Foreign Relations Committee will not vote out a full 
Foreign Aid Bill this session. 

8. However, the Senate Appropriations Committee appears willing to report 
out an approj!riation bill as soon as one arrives from the House. There is 
no point of!pr~ced"4re in the Senate, so such a bill could not be challenged 
on the basis that~ had no previous authorization. The result would be 
that the re would be no authorization bill this year, but simply an appropria­
tion bill, which, as a matter of law, is its own authorization. 

We could survive the appropriation~ approach reasonably intact except 
for the death of the military credit sales authority. The lawyers are working 
now to try to find a way to work that in. 

-
Ed Hamilton 
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. OFFICE OF 
Tt-tE ADMINISTRATOR 

DEPARTMENT OF STATE 

AGENCY FOR INTERNATIONAL DEVELOPMENT 

WASHINGTON 

June 5, 1968 

MEMORANDUM FOR: The Honorable Walt Rostow 
The White House 

Yesterday I attended the East Room ceremony at which the 
President signed the bill authorizing the U.S. to contribute $412 million 
of the $1 billion increase in the capital of the Inter-American Development 
Bank. 

There was a startling omission from the President 1s speech. After 
congratulating the Congress on enacting this legislation, he said there were 
two other bills which were essential if the Alliance was to prosper, i.e., 
the $300 million appropriation bill for the IDB 1s soft-loan window and the 
IDA bill. He e~pressed the fervent hope that the Congress would pass them 
both. 

The Foreign Assi:3tance Act, each year, contributes more funds to 
the Alliance for Progress than both of the above bills combined. It, too, 

• is st1ll before the Congress. The President did not mention it. 

This hurts. The Foreign Assistance Act needs the fu,11 support of 
the White House. The President's failure to mention ,it in his speech • 
did not go unnoticed. Several people remarked on it to me. 

It is too late to do anything about this particular occasion, but there 
may be other occasions in the future ,when the President can put in a good 
word for us. 





MEMORANDUM 
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THE WHITE HOUSE 

WASHINGTON 

Monday, May 27, 1968 -- AM 

SUBJECT: Status report on foreign aid legislation 
y 

I thought you might want to catch up on events since our situation room meeting. 
You will recall we concluded then ihat we should try to put together a foreign 
aid legislative package - - including all the relevant elements - - which the 
President could use if he felt it might stave off something worse. The following 
events have occurred since: 

1. On May 18 I convened a group which worked out a package involving a 
cut of just over $1 billion in appropriations below the President's budget 
request. The major item was a $700 million cut in economic aid, but 
the re were cuts also in all other elements except the IDA and the regional 
banks. These cuts and our negotiating priorities we re agreed all around 
at the staff level. 

2. That afternoon, after a report from the Treasury representative at the 
meeting, Fowler instructed his people to tell me that he wanted no part 
of any proposition which linked IDA and the regional banks with foreign 
aid. He said he understaod and sympathized with the objectives of the 
exercise, but he felt the "foreign aid meatgrirder'' would not do his 
programs any good regardless of how we approached it. 

3. On May 21, I drafted and circulated a memorandum (copy at Tab A) which 
tried to set out all the complexities in as clear a form as possible. It did 
not assume that Treasury was irreversibly out of the package approach 
because I had hopes of demonstrating to Fowler that the first objective of 
the package approach would be to keep his wards - - the IDA and the 
re gional banks - - untouched. 

4. Meanwhile, growing Congressional sentiment in favor of a stop-gap 
approach to both foreign aid authorization and appropriation bills pro­
duced an instruction to Doc Morgan to discuss a stop-gap approach with 
the House Democratic Leadership. The proposal, as far as we under­
stood it, is that the Committee would report and recommend a short­
form authorization bill which simply extends the expiration date and 
authorizes appropriations at 90% of this year's appropriation level. This 
would be followed by a continuing resolution which would make appropria­
tions available at this level through fiscal year 1969. The theoretical 
rationale would be that a new President should have a clear shot at re­

shaping the program as he wishes and that it is not worth the Congress's 

- SECRI!:~/SENSITIVE 
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time in this short session to get into the details. The practical rationale 
is that it will be much easier to get these bills through than the standard 
complicated Foreign Assistance Act and Appropriation Bill. As of May 21, 
Morgan planned to adjourn the mark-up of the Foreign Assistance Act 
while he (a) checked out this approach first with the Democratic leadership 
and than with the Senate Foreign Relations Committee and the House 
Appropriations Committee, and (b) wait to see how things look after the 
tax bill. 

5. • At the same time, apparently independently, there was a somewhat 
similar stop-gap approach aborning in the Senate. We are told it is the 
brainchild of Carl Marcy. It involves the same approach as Morgan's 
except that the authorization and appropriation would be only for nine or 
ten months, and at only 80% of this year's level. (This would cut about 
$380 million from current economic aid levels.) We also understand 
that Marcy's scheme may be to merge the authorization and appropriation 
bills so as to get away with only one foreign aid vote in each House. 
Fulbright, though not anxious to have any aid bill this year, seems taken 
with this proposal. 

6. The draft package memorandum was approved with minor amendments by 
AID, Defense and the Budget Bureau. State agreed with the substance but 
wondered whether so complicated a proposition could work. Treasury and 
Agriculture did not respond, though I think Freeman was sympathetic. 

7. Gaud and I met with Katzenbach on May 23 to talk about the package. We 
found ourselves of one mind, that the package il/rather rickety collection 
of partially conflicting interests and objectives which has only a minor 
chance of success. But we also found ourselves barren of any better alter­
natives with the possible exception of the Morgan stop-gap approach. In 
any event, we agreed that we had been somewhat overtaken by events and 
that the immediate question was whether the Administration should oppose 
the Morgan approach. We concluded that it should not, provided the ~•)C­
Y@Poio11 is a full 12 months and includes continuation of the authority to use 
the Revolving Fund for Militarf Credit Sales. (Defense is prepared to live 
with the latter.) We also concluded that it is worth trying to get Morgan 
to try to make some provision for IDA in his dealings, since IDA would not 
be covered at all in the stop-gap scheme. Meanwhile, we decided to leave 
the package-approach in abeyance rather than cross Morgan's wires by 
trying to introduce it now. 

~c ttE 'f /c:g;wsrTIYE 
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8. The plot thickened on May 24 when Gaud was informed that Morgan 
{a) had not done anything in the way of checking out the stop-gap 
approach, but {b) had decided to reconvene the Foreign Affairs 
mark-up session on the Foreign Aid Bill beginning tomorrow. We 
have yet to interpret these entrails. 

9. Senator Fulbright has just called Tom Niblock to report the Foreign 
Relations Committee's conclusions after two days of executive session 
on the IDA and Asian Bank Bills. To put it bluntly, the Committee has 
decided to defer action on both bills indefinitely. Fulbright claims that 
there were only two votes this morning (of 12) to report out IDA favor­
ably, and that a motion to report out the Asian Bank Bill failed on a 
6-6 deadlock. He added that these bills could be brought up again any 
time, but that he doubted there would be any change in sentiment upless 
and until there is progress on Vietnam. In response to Nibloclfa ques­
tion, he speculated that passage of the tax bill might help a little but 
not much. The net result is that the substantive committees -- in both 
Houses -- have taken conscious decisions to table both bills. 

I know this is a convoluted story, but I thought that you would want to know what 
is going on. It is pretty clear to me that if we are forced to fall back on a 
package approach, it will take the President himself to get Fowler to sign up. 
More important, there is a real question whether any tactical scenario on the 
Hill can hold together the authorization and appropriation committees, let alone 
multiple interests on the Floor. Nick Katzenbach remains horror-struck by the 
number of bills, committees, personalities, etc. involved in the package-approach. 
But I think he would agree to some such line if the Morgan-type tack failed. 

The weakest link in both the package and stop-gap approaches is the need for 
identical action by the substantive and money committees. You know the histori­
cal pattern; the authorizing committees cut $500 million or so and then the 
appropriations committees do the same. But there is a strong movement in the 
substantive committees in both Houses this economy-minded year not to fight to 
the death for amounts which the appropriations committees slash further. On 
the other hand, Passman & Co. are certainly no less anxious for econom'Jt: kudos 
than in previous years. Our more difficult problem is to find a way to let Morgan 
and Fulbright make full money cuts while Passman and Mahon get a good share of 
the credit. This is the problem we will be addr~ move along. 

Ed Hamilton 

SEGRET/SENSJTJYE 
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DRAFT MEMORANDUM FOR THE PRESIDENT DEC!ASslFJED 
E.O. 12356, . 3.4 

SUBJECT: Negotiating Package for Foreign Aid NIJ ~ 
By - , NARA, Date ..}-/·2f 

As you know, foreign aid and related bills are in deep trouble on the 
Hill. There is widespread talk of a one-year "moratorium". Mr. Passn1an 
has spoken privately of a $1. 7 billion foreign aid appropriation, a cut of 
$1. 2 billion below your request. Amendments have been introduced in the 
House which would decima·te the program at the authorization stage, perhaps 
driving the appropriations committees to even deeper cuts. The vital IDA 
replenishment (Bob McNamara's soft-loan window) and regional bank bills 
are faring no better. Last Wednesday we wer forced to ask the House Bank­
ing and Currency Co1nrnittee to defer consideration of the IDA bill because a 
poll showed only 13 (out of 33) votes in favor of our share in the replenishm.ent 
schedule painfully negotiated with other donors. 

It now appears virtually certain that if events are allowed to take their 
natural course these bills will be left until the last frantic days of this short 
session. The pressures of time and fiscal concern may then be overwhelming 
and force deferral of some ite1ns and massive cuts in others. The odds will 
favor deferral of the IDA Bill and a Passman-type slash in the Foreign Aid 
Bill, both of which would have disastrou~ effects on our image and policy in 
the poor countries. 

We continue to believe that the requests in the present budget represent 
the absolute minimum necessary to sound foreign development progran1s. But 
it is also clear that major cuts are going to be rr1ade. Our best tactic is to 
try to limit those cuts and influence their distribution among the foreign aid 
elements. It is terribly important, for exarnple, that the Congress pass the 
full IDA authorization; a reduced amount would force us to reopen negotiations 
with the seventeen other donors - - delaying the flow of IDA funds to countries 
that desperately need it to maintain economic momentum. 

We are persuaded, therefore, that the President ought to consider trying 
to strike a bargain on foreign aid -- after the tax bill is passed -- with the 
leadership and the chairmen of the relevant committees of the Congress. The 
Executive Branch would reluctantly accept major cuts on the understanding that 
there would be an all-out effort to keep them to agreed levels and that they 
would be applied in accord with agreed priorities. We are not at all sanguine 
that this approach will work. But we have concluded that, at least in terms of 
legislation on foreign affairs, there is less risk to a package approach than to 
inaction. We are all aware, of course, that you have a much broader sweep of 
legislation to consider. 

SEC~ET/SENSI rI v E 
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Below is a package which would commit us to accept a cut of about 
$1 billion in appropriations from the full complex of aid legislation. We 
believe that a package offer-must be in this range to be credible. Our 
priorities are clear: (1) to avoid any cuts in your w-uests for IDA and the 
Inter-American Bank; (2) to lirnit the cuts in foreig~ and (3) to get some 
authority and money for military credit sales. 

There also follows a possible negotiating scenario for deaiing with the 
important people on the Hill. It as sum.es prior pass age of the tax bill, al­
though we may have to think again if the tax bill drags into July. The most 
immediate problem is whether to ask Chairman Morgan to hold up f_inal 
mark-up and floor action on the Foreign Aid Authorizati_on Bill pending a 
package negotiation. Obviously, we would not want to urge him to fight for 
every dollar in the authorization request and then pull the rug out by agreeing 
to large appropriation cuts. We will need your guidance on this question soon. 

The Bills 

We have the following aid-related bills before the Congress: 

1. Foreign Aid (authorization and appropriation) 

2. • IDA Replenishment (3-year ~p~- appropriation) 

3. Inter-American Development Bank - - soft-loan window (appropriation 
only) 

4. Asian Development Bank -- soft-loan window (4-year authorization, 
1-year appropriation) 

5. Military Credit Sales (authorization and appropriation) 

6. PL 480 (2-year authorization, no direct appropriation required) 

There is one further bill -- authorization of callable capital for the Inter­
American Development Bank - - which is not in this list because it is not 
controversial. We hope to have it passed very soon. 

The PL 480 extension has passed both Houses and is going into con­
ference. Hearings have been held on all the other listed bills except the 
Military Credit Sales Bill and the appropriation bills for IDA and the Asian 
Bank. The Asian Bank authorization bill has beF::n reported favorably by 
House Banking and Currency. None of the others is out of committee, al­
though the House Foreign Affairs Committee is in mark-up on the Foreign. 
Aid authorization bill. 

Together these bills involve appropriations of about $3. 8 billion. 

SECRET /SEM5ITIVE 
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The Package Offer 

We would propose to offer a package cutting appropriations by 
$1. 056 billion as follows: 

(In Millions) 

Element 

Econorn.ic Aid ................ . 
MAP ........................ . 
IDA ......................... . 
IDB ......................... . 
Military Credit Sales ......... . 
PL 480, Title II (Donations) ... . 

Total 

Cut 

$ 700 
80 
sol/ 
-0 
96 
sol:../ 

$1, 056 

Final Appropriation 

$1, 795 
340 
160 
300 
200 

$2,795 

Jj This is a paper cut and the weakest item in the package. Your 
budget showed a request for $240 million for IDA because we were 
trying to negotiate the Europeans up to a substantially higher replenish­
ment level than was actually achieved. The II cut" to $160 million sirn.ply 
reflects our share of the bargain we· were able to strike as opposed to 
our initial objective. We should not try to hide the fact that this cut is 
unreal in the sense that we could not use the full budget request if it 
were appropriated. 

£_/ This is actually a cut in expenditures, not appropriations. (It is 
above and beyond the $300 million in PL 480 expenditure cuts we have 
already told the Congress we will absorb.) However, it would reduce 
CCC appropriations in future years. 

These are extremely deep cuts. Economic aid would an~ount to more 
than $100 million less than the current year, inflicting serious damage on 
development progran1s in critical countries. For example, we could not 
provide anything close to the level of aid to Latin America that you spoke of 
at Punta del Este; nor could we take full advantage of excellent economic 
opportunities in India and Pakistan. (The probable geographic distribution 
of the cut in economic and military aid is at Tab A. ) 

SECRET/SENS]!J.Y~ __ 
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Negotiating Tactics: 

A bargain of this kind in the present atmosphere will be difficult 
and dangerous. There is a serious risk that any new Adm.inistration 
proposal, however quietly proposed, will be rejected but will at the same 
time become a new ceiling from which the Congress will make its cuts. 
Moreover, it is hard to find anyone on the Hill today who can deliver on 
the Congressional end of the bargain. Still, we believe it is \vorth a try. 

We believe the key man is Chairman Mahon. If he thinks the package 
approach is sensible and our concessions significant enough to be negotiable, 
it is worth trying to persuade the leadership, Chairmen Fulbright, Morgan 
and Patman and other key people. If Mahon rejects the proposal ou of hand, 
we should probably drop it. We believe it is hopeless to try to bargain with 
Passman, but it is important. to maintain protocol by talking with Passman 
at an early stage in the conversations with Mahon. The chances of success 
with all of these people are heavily dependent on very high level Executive 
Branch representation. 

Our scena!io would proceed as follows: 

1. Chairman Morgan would be quietly asked to put off final mark-up 
and £loo r action on the Foreign. Aid authorization bill until after 
passage of the tax bill and possibl1~ negotiation of a foreign aid 

• package. (We should talk to Morgan this week if possible.) 

2. The President might have a private conversation with Mahon to 
sound him out on the general notion of a package. 

3. If Mahon sounded receptive, the President, accompanied by the 
Secretaries of State, Defense, and Treasury and the Budget 
Director, would receive Mahon and Passman and lay out the 
pro;osed package. 

4. Assuming Mahon were still interested, the President might convene 
a larger meeting including the leadership, the chairmen of all rele­
v_ant committees and subcommittees and perhaps the Republican 
leadership and ranking 1nembers. 

5. The Foreign Aid authorization bill and the Military Credit Sales 
bill would be amended to the agreed amounts and put on the floor 
of both Houses. The IDA, IDB, and ADB authorizations would be 
passed in full. 

SECf{'.E I }SENS! II iE-,., 
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6. The Foreign Aid and Related Agencies appropriations bill -- which 
includes money for all the elen1ents except PL 480 and possibly 
military sales -- would be passed at the full authorized levels. 

Clearly, the weakest link in this scenario is passage of the appropriations 
bill with no cuts from the authori zation level. This is unprec~dented and 
obviously risky to try, but it would be our hope to let Mahon and Passman 
handle the publicity in such a way as to get credit for the cuts -reflected in 
the authorization bill and avoid the "obligation" to add to the misery in the 
appropriation process. 

A Possible Alternative 

There is another approach which seems to have some popularity in the 
Congress and which could possibly bring us out as well as the above package. 
Essentially, it involves ducking the problem by passing simple 9-month ex­
tensions of the present Foreign Aid authorization and appropriation bills. 
The authorization bill would extend expiration dates and authorize nine months' 

; 

worth of appropriations (hopefully at 90% of this year's rate). The appropria-
tion bill would do the sam.e. A variant now being pushed by Carl Marcy would 
be a single continuing resolution_ to cover both authorization and appropriation 
through only one -,.-ote in each House. In all of these cases the justification 
would be to put off serious substantive action on the foreign aid prograrn until 
the new Administration takes power. 

The House Foreign Affairs Com.mittee has instructed Doc Morgan to 
check out the continuing authorization idea with the House leadership. They 
will undoubtedly be asking our view soon. 

We think this solution looks less attractive now than the package approach, 
but that it will look better and better as and if the session drags on with no 
action on foreign aid. The main problem is that it would not suffice for IDA 
and the regional banks. Still, it is at le as t worth mentioning to Mahon if the 
package idea does not appeal to him. If he prefers it - - and has some means 
of handling the Bank bills - - we should probably go along. 

Re con1.mendation: 

We recommend that you: 

authori ze Bill Gaud to tell Doc Morgan that we are thinking 
about a foreign aid package, and that we would suggest he hold 
off final mark-up and floor action on the Foreign aid authorization 
bill until after the tax bill is passed and we reach a definite de­
cision on whether to proceed with the package. 

that you instruct us to prepare a case for the package to be made 
·to Chairn1an Mahon when and if he seems re·ceptive. 

-SECRET/8Ef'JSITIVE 
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that you approach Mahon as soon as the tax bill is through and 
sound him out on the package approach. 

., 

( SIGNATURES: ) 

The Secretary of State 
The Secretary of The Treasury 
The Secretary of Defense 
The Secretary of Agriculture 
The AID Administrator 
The Budget Director 
Eugene R. Black 

-SECRE I /5.E!M~ITIVE 



THE WHITE HOUSE 

WASHINGTON 

March 22, 1968 

/ 

Attached is the table you re­
quested at Wednesday's staff 
meeting. 

~.rr 
Mike Glitman 
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Military and Aid Expenditures 
as a Percentage of GNP (1966) 

Country Military Aid Total 

Belgium 3" 3 .so 3~ 8 

Canada 3.6 • 45 4. 05 

Denmark 3. 3 .27 3" 57 

France 6. 3 • 85 7.15 

Germany 4. 8 . 47 5" 27 

Italy 3" 9 • 22 4.12 

Nether lands 4.1 • 35 4.45 

Norway 4.0 "19 4.19 

UK 6. 8 .55 7.35 

U. S" 9. 3 • 53 9. 83 

Japan 1. 0 (approx. ) • 31 1. 31 (approx. ) 

Sweden 4. 0 (approx. ) .30 4. 3 0 {approx. ) 



MEMORANDUM 

THE WHITE HOUSE 

WASHINGTON 

Thursday, September 21, 1967 -- AM 

SUBJECT: Conferees Action on the Foreign Aid Bill -- 3rd & 4th Sessions 

The Conferees met twice yesterday, with the following major results: 

1. The House gave up on the Derwinski Amendment which would have 
banned MAP credit sales to Yugoslavia. 

~ce.J.e.d . . 
2. The Senate •=-ils:!8::8!!8!fiit: to allow the fundmg of NATO infrastructure 

to remain in the Foreign Aid Bill. (We had tried to move this 
$6 5 million item into the Defense bill. ) 

3. The teeth were pulled from the totally unworkable Gross Amend­
ment. As it stands now, the only changes it makes in present law 
are to: 

prohibit aid to countries that trade with North Vietnam, as long 
as Hanoi continues to support hostilities in the South. (The 
present law applies only to countries who allow shipping to North 
Vietnam.) 

extends this prohibition to all forms of aid, not just those authorized 
by the Foreign Aid Bill. 

So far as we can tell, these changes are totally without effect. 

The Conferees are meeting again this morning. They plan to take up the 
military credit sales problem which they began to discuss yesterday but 
failed to resolve. There will not be an afternoon session because Ful­
bright is having some kind of minor operation -- reportedly on his jaw. 
He will be in Arkansas all next week; the Conferees have not decided 
whether to hold sessions in his absence. 

In summary, it now appears that we will not have a Confere 
before the week after next. 

Ed Hamilton 

report 

l t 



THE WHITE HOUSE 

WASHINGTON 

February 7, 1968 

MEMO FOR Walt Rostow 

FROM Joe Califano 

May I please have your comments on 
the attached mes sage by 6 :00 p. m. 
this evening. 

Attachment 
Draft of Foreign Aid Message 

C ..----



r 

FOREIGN AID MESSAGE 

TO THE CONGRESS OF THE UNITED STATES: 

Peace will never be secure so long as: 

Seven out of ten people on earth cannot read or write; 

Ten thousand people each day -- most of them children --

die of malnutrition .. 

Diseases long conquered by science still ravage cities and 

cut down life in remote villages of the world .. 

If most men can look forward to nothing more than a lifetime of 

backbreaking toil which only preserves their misery, violence will always 

beckon, freedom will ever be under seige. 

It is only when peace offers hope for a better life that it attracts the 

hundreds of millions around the world who live in the shadow of despair. 

Twenty years ago America resolved to lead the world against the 

destructive power of man's oldest enemies. We declared war on the 

hunger, the ignorance, tl;i.e diseas.e, and the hopelessness which breeds 

violence in human affairs. 

We knew then that the job would take many years. We knew then 

that many trials and many disappointments would test our will. 

But we also knew that, in the long run, a single ray of hope - - a 

school, a road, a hybrid seed, a vaccination -- can do more to build the 

peace and guard America from harm than guns and bombs .. 

This is the great truth upon which all our foreign aid programs are 

founded. It was valid in 1948 when we helped Greece and Turkey maintain 

their independence. It was valid in the early fifties when the Marshall Plan 

helped rebuild a ruined Western Europe into a showcase of freedorn.. It 

was valid in the sixties when we helped Taiwan and Iran and Israel take· 

their places in the ranks of free nations able to defend their own independence, 

to move toward prosperity on their own .. 
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The programs I propose today are as important and as essential to 

the security of this nation as our military defenses. Victory on the 

battlefield must be matched by victory in the peaceful struggles which 

shape men's minds. 

In these fateful years, we must not falter. In these decisive times, 

we dare not fail. 

No Retreat, No Waste 

The foreign aid program for fiscal 1969 is designed to foster our 

fundamental American purpose: To help root out the causes of conflict 

and thus ensure our own security in a peaceful community of nations. 

For Fiscal 1969, I propose: 

An economic aid appropriation of $2. 5 billion . 

. :-: A military grant aid appropriation of $420 million. 

New and separate legislation for all foreign military credit.sales. 

A five-year prog·ram to develop and manufacture low -cost protein 

additives from fish, to help avoid the tragic brain damage now 

inflicted on millions of children because of malnutrition in their 

early years. 

That the United States join with other nations to expand the 

International Development Association, the d~velopment-lending 

affiliate of the World Bank. For ~very two dollars the Unite_d States 

contributes, other nations will contribute three .dolla1~s.: 

That the Congress authorize a contribution to new Special Funds 

of the A:::;ian Development Bank for agriculture. 

Prompt appropriation of the second annual contribution to the Fund 

for Special Operations of the Inter -American Development Bank. 

A further appropriation of callable funds for the Inter-American 

Development Bank to stand behind the Bank's borrowing in private 

money markets. 



Common Effort for Common Good 

I pledge to the Congress and to the people of America that these· 

. ·. programs will be carried out with strict attention to the. six. basic 

·p~inciples of foreign aid administration we announced last year. 

Self Help 

Self-help is the fundamental condition for all American aid. We 

will continue to insist on several dollars of local investment for every 

of American investment. We will help those -- and only those_ 

who help themselve_s. We will not tolerate waste and mismanagement_. 

2. Multilateralism 

This year, 90% of our AID loans will be made as part of international 

arrangements. in which donors and recipients alike carry their fair 

shares of the common burden. 

America now ranks fifth among donor countries in terms of the 

share of its national product devoted to official foreign aid. Japan has 

doubled her aid to East Asia in the last year. Germany has increased 

her aid expenditures despite budgetary restraints which have curtailed 

domestic welfare programs. Great Britain is maintaining aid levels 

despite severe financial problems. With the signing of the International 

Grains Agreement, other wealthy nations will for the first time be obligated 

to contribute food and money to the world-wide· war on hunger. 

This year we _must take anot~er important step to sustain those 

international institutions which build the peace. The International Develop­

ment Association, the World Bank's concessional lending affiliate -- its 

soft loan window -- is without funds. Discussions to provide the needed 

capital are now underway. We hope that these talks will soon result in 

agreements among the wealthy nations of the world to continue the critical 

work of the Administratic>n in the developing countries. The Administration • 

will transmit specific legislation promptly upon completion 0£ thes~ • .. 

discussions .. I urge the Congress to give it full support. 
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Regionalism 

Last year I joined with the Latin American Presidents to 

reaffirm and redirect the Alliance for Progress. 

The nations of free Asia began a general survey of their joint 

tran~portation and education needs, while work proceeded on projects 

to bring power, water and the other tools of progress to all. 

The African Development Bank, financed entirely by Africans, 

opened its doors and made its first loan. 

The coming year will present three major opportunities for the 

United States to add new momentum to these regional efforts: 

A. The Inter-American Development Bank. 

This bank stands at the center of the Alliance for Progress. 

Last year, the Congress authorized three annual contributions 

of $300 milli6n each to ~e Bank's fund for special operations. 

The second of the_se contributions should_ be appropriated this 

year. 

The ordinary capital of the Bank, which comes from sales of 

its bonds in the private market, must now be expanded. Since 

1960, we have appropriated $612 million which is kept in the· 

U.S. Treasury to guarantee these bonds. Not one dollar-of 

this money has ever been spent, but this guarantee has enabled 

the bank to raise $612 million from private sources for worthy 

projects. We must extend this proud record. I urge the 

,. Congress to authorize $412 million in callable funds, of which 

$206 million will be needed this year. 

B. The Asian Development Bank. 

This bank has asked the United States, Japan,· and other donors 

to help establish a Special Fund for projects of regional signifi-

cance - - in agriculture, education, transportation and other 

fields. Last October I requested that the _Congress authorize 

a United States contribution of up to $200 million. This would 

be paid over a four year period -- only if it were a minority 



4. 

c. 

r.....___ r 
5 

share of the total fund and if it did not adversely affect our 

balance of payments. I urge that the Congress 

favorable action on this request. 

The African Development Bank. 

This bank has also asked for our help to establish a small 

Special Fund for projects which cannot or should not be 

financed through the Bank rs Ordinary Capital. We must. 

stand ready to provide a fair share of their help, with 

full safeguards for our balance of payments. 

Priority for Agriculture and Population Planning 

Victory in the war on hunger is as important to every human be~ng· as 

any· achievement in the history of mankind. 

The report of 100 experts assembled last year by my Science 

Advisory Committee on the World Food Supply still rings with grim clarity. 

These experts said: unless the rich and the poor nations join _in a long­

range, innovative effort unprecedented in human affairs, the world 

faces a food-population crisis in the mid-1980 's. 

That Report also reminded us that more food production is not 

enough. People must have the money.to buy food. They must have jobs 

and homes and schools and rising incomes. Agricultural developments 

can only go hand-in-hand with general economic growth. 

AID programs are designed both to stimulate general economic 

growth and to give first priority to agriculture. In India, for instance, 

about half of all AID-financed imports this year will consist of fertilizer 

and othe·r agricultural supplies. 

We have made a good start: 

,India is harvesting the largest grain crop in her history. 

Fertilizer use has doubled in the past two years. Last 

year five million acres were planted with new high yield 

wheat seeds. By 1970 this will increase to 32 million 

acres. 
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Brazil, with AID help, has developed a new grass which has 

already increased her annual output of beef by 20, 000 metric 

tons. 

The Philippines is expecting a record rice crop this year 

which will eliminate the need to import rice. 

In the year ahead, AID will increase its investment in agriculture 

to about $800 million -- 50% of its total development aid. In addition, I 

will shortly propose an extension of the Food for Freedom prqgram t~ 

provide emergency food assistance to stave off disaster while hungry 

• countires build their own food production. 

We must also tap the vast storehouse of food in the oceans which 

cover three-fourths of the earth's surface. I have directed the Adminis-

trator of the Agency for International Development and the Secretary of 

the Interior to launch a 5-year program to: 

Perfect low-·cost commercial proees ses for the production of 

Fish Protein Conceritrate. 

Develop new products that contain this food supplement, which 

will fit in a variety of local diets. 

Encourage private investment in Fish Protein Concentrate 

production and marketing, as well as improved fishing methods. 

Use our Food for Freedom Programs in this effort·by supple­

menting corn and other vegetable products with this concentrate, 

in order to fortify the diets of children and nursing mothers. 
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But food is only one side of the equation. If populations continue to 

grow at the present rate, we are only postponing disaster not preventing it. 

In 1961 only two developing countries had programs to reduce birth 

rates. In 196 7 there were 26. 

As late as 1963, this government was spending less than $2 million 

to help family planning efforts abroad. In 1969, $35 million and additional 

amounts of local currency wiU be committed. 

Family planning is a family matter. The United States will not 

undertake to tell any government or any pare·nt how and to what extent 

population must be limited. 

But neither we nor our friends in the developing world can ignore the 

stark fact that the success of development efforts depends upon the balance 

between population and food and other resources. No government can 

escape this truth. The United States stands ready to help those govern-

ments that recognize it and move to deal with it. 

5. Balance of Pa yrnents Protection 

Our ability to pursue our responsibilities at home and abroad rests 

on the strength of the dollar. 

In 1963, the dollar outflow from foreign aid expenditures was nearly $700 

million. By_ 1967, we had reduced it to $270 million. I have already 

directed that this figure be reduced by $100 million in 1968 -- to less 

than $.170 million. At least 92% of all AID expenditures will be for U. S. 

goods and services. 

That action -- coupled with the fact that over 90 percent of AID 

expenditures will be for U. S. goods and services and the repayments of AID •• 

loans -- will have a positive impact in our balance of payments accounts 

in 1968. 

Moreover, our AID programs have a favorable long range impact on 

our balance of payments. For they help build overseas markets for our 

exports. 
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6. Efficient Administration 

Over the past few years AID has reduced by the number ------
of its employees serving overseas in posts other than Vietnam. Last 

month I directed a ten percent reduction worldwide in the number of 

U. S. Employees overseas in all civilian agencies. In addition, AID is 

further improving and streamlining its over-all operations. 

A Creative Partnership with Free Enterprise 

Foreign aid must be much more than government aid. Private enter­

prise has a critical role. Last year: 

All 50 states exported American products financed by AID. 

The International Executive Service Corps .operated 300 projects 

in which experienced American businessmen counseled local 

executives. 

Nearly 3, 000 American scientists and engineers worked in 

developing countries under the auspices of Vita Corporation:· 

. a non-profit U. S. firm. 

More than 120 American colleges and universities contributed 

to AID technical as sis tahce programs. 

Thirty-three American states supported development work in 

14 Latin American countries under AID's Partners of the Alliance 

program. 

All of these efforts will b'e ~u-stained a·nd expanded in the .coming year. 

We are committed to maximum encouragement of private inves tn1ent in and 

assistance to the developing countries. We shall remain so. 

A Year of Opportunity, A Year of Risk 

Latin America 

I propose appropriations of $625 million for the Alliance for Progress. 

The American Presidents met at Punta del Este last spring to reaffirm 

a partnership which has already produced six years of accomplishment: 
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The Nations of Latin America have invested more than· 

$115 ·billion, compared with $7. 7 ,billion in American_ aid. 

Their tax revenues have increased by 30 percent. 

Their gross national product has risen by 30 percent. 

A new course was charted for that partnership in the years ahead. 

At Punta del Este, the American nations agreed to move toward 

economic integration. They set new targets for improvements in 

agriculture, in health, and in education. They moved to bring the 

blessings of modern technology to all the citizens of our Hemisphere. 
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Now we must do our part. ·More than three fourths of our aid will 

be concentrated in Brazil, Chile, Colombia and Central America~ Each 

has done much to deserve our help: 

Brazil increased food production by 10% in 1967 and achieved an 

overall real economic growth· of 5%. Inflation. was cut from 40% , 

in 196 6 to 2 5% in l 9 6 7. 

Chile, under President Frei' s Revolution in Freedom, has 

launched a strong program of agricultural and land reforms, 

while maintaining an overall growth rate of about 5%. 

Colombia has also averaged 5% growth while undertaking difficult 

financial and social reforms. 

Central America leads the way toward the economic 

so important to the future of Latin America. Trade among 

these countries has grown by 450% in the six years of the 

Alliance -- from $30 million in 1961 to $172 million in 1967. 

This peaceful Alliance holds the hopes of a Hemisphere. We have a 

clear responsibility to do our share. Our partners. have an equally clear 

responsibility to do theirs. We must press forward together towards mutual 

security and economic development for all our people. 

Near East and South Asia 

I recommend $706 million for the Near East and South Asia programs 

for fiscal year 1969. 

Half the people we seek to help live in India, Pakistan and Turkey. 

The fate of freedom in the world rests heavily on the fortunes of these 

three countries. 

Each is engaged in a powerful effort to fight poverty, to grow more 

and better food, and to control population. If they succeed, and in so doing 

prove the effectiveness of free institutions, the lesson will be heard and 

felt and heeded around the world. 
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This is a year of special importance for all three countries. 

India 

India has survived two successive years of the worst drought of_ this· 

century. Even as she fought to save her people from starvation, she 

prepared for the day when the monsoon rains would return to· normal. 

That day has _come. India is now harvesting the greatest grain crop in her 

With this crop, India can begin a dramatic recovery which could 

~ lay the groundwork for sustained growth. 

India must have the foreign exchange to take advantage of this 

year of opportunity. A farmer cannot use the miracle seed which would 

double or triple his yield unless he can get twice as much fertilizer as 

he used for the old seeds. A fertilizer distributor cannot sell that much 

more fertilizer unless it can be imported. An importer cannot buy it 

unless he can get foreign exchange from the Government. India will not 

have that foreign exchange unless the wealthy countries of the world are 

willing to lend it in sufficient quantities at reasonable terms. 

This is the crux of the matter. If we and other wealthy countries 

can provide the loans, we have much to look forward to. If we cannot, 

history will rightly label us penny-wise and pound foolish. 

Pakistan 

Pakistan, though also plagued by drought, has continued its excellent . 

progress of the past few years. Her development budget has been increased. 

Her military budget has been reduced. Agricultural production is growing 

faster than population. Private investment has exceeded expectations. 

Now the Government of Pakistan has undertaken further steps to 

reform its economic policies -~ to free up its economy and give rriore play 

to the market. These reforms are acts of wisdom and courage, but they 

require foreign exchange to back them up. Pakistan deserves our help. 



11 

Turkey 

Turkey's economic record is outstandingo Her gross national 

product has grown an average of six percent annually since 1962. 

Industrial output has grown nine percent per year. Food production is 

growing much faster than population growth. 

,Turkey's own savings now finance some 92o/.o of her gross invest­

ment. Difficult problems remain, but we may now realistically look 

forward to the day -- in the early 1970' s -- when Turkey wil_l no longer 

require AID rs help. 

Africa 

I recommend $1 79 million for Africa. 

Just one year ago, I informed the Congress of a shift in emphasis 

in our aid policy for Africa. We moved promptly to put it into effect: 

There will be 21 U.S. bilateral programs in Africa in 

fiscal 1969, compared to 35 ·1ast year. 

Most of our bilateral programs will be phased out in 

eleven more countries in the following year. 

Expanded regional and in~ernational projects will meet the 

development needs ·of the countries where bilateral aid is ended. 

'l'he past year has provided further evidence that this support for 

regional economic institutions and projects is a sensible approach to 

.,. 

Africa's problems. It expands markets. It encourages economies of 

I 

scale. It gives meaningful evidence of our concern and interest in African 

development. 

This is not a ·policy of withdrawal from Africa. It is a policy of 

concentration and of maximum encouragement of regional cooperation. A 

continent of 25 0 million people has set out with determination on the long 

road to development. We intend t.o help them. 

. I 
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Vietnam 

I recommend a program of $480 milli,on to carry forw~rd our 

economic assistance effort in Vietnam_ c'a e. P-forr wL,icL. ~i(f -,~- ~~1'e.,w1>if.cw:i • b~ ~.., "lee&' • 
To ~e. ~Tore. a.~ ye,co(IIS'Tf-c.Jc,f 14,e c.-,rte-.s a.Hci . To'4.JHS g1(;;,~ 

, "1 rece11r ~s 
Defense of Vietnam requires more than success on the battle- -, 

field. The people of Vietnam are building the economic and social base 

to preserve the independence we are helping them to defend. 

Since 1965, when galloping inflation loomed and continuity of 

government was ;repeatedly destroyed, the people of Vietnam have • 

achieved two major civil victories which rank with any gallantry in 

combat: 

They have written a Constitution and established representative 

local and national governments through free elections, despite 

a concerted campaign of terror, assassination and 

intimidation. 

Runaway inflation has been averted, and the foundation laid 

for a thriving economy, despite the enormous stresses of 

war. 

But still the innocent victims of war and terrorism must be cared 

for; persistent inflationary pressures must continue to be controlled; and 

the many problems faced by a new government under wartime conditions 

must be overcome. The framework for economic and social progress 

has been established.. We must help the Vietnamese people to build the institutions 

needed to make it work. 

In the coming year, we will: 

·- - Inten-sify agricultural programs aimed at increasing rice 

production by 5 0% in the next four years. 

Concentrate our educational effort toward the Government I s 

goal of virtually universal elementary education by l 971~ 
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Stress, in our import programs, the key commodities needed 

for agricultural and industrial growth. 

Improve our assistance to refugees and the civilian_ casu:-alties .. 

The rapid program expansion of the past two years -- in dollars, 

people and diversity of activities -- is ended. The emphasis in the 

coming year will be on concentration of resources on the most important 

current. pro grams. 

We will pursue these constructive programs in Vietnam with the 

same energy and determination with which we re~ist aggression. • They 

are just as vital to our ultimate success. 

East Asia 

I recommend $277 million for East Asia. 

For twenty years resistance to attack and subversion has been 

current and urgent business for the nations of East Asia. The United· 

States has helped to make this resistance effective. We must continue 

to do so, particularly in Laos and Thailand. 

But this year the larger portion of our aid to East Asian countries 

will.be focused directly on the work of development. Asians know - -

as we do -- ,that in the long run, economic, social and political develop-

ment offer the best protection against subversion and attack. Despite 

communist pressure, they are getting on with the job. For example: 

For the last three years, the Korean economy has grown by a 

phenomenal 10 percent per year; domestic revenues have 

doubled since 1965; exports have grown tenfold in the last 

seven years. Population growth has fallen from 2. 9 percent 

in 1962 to 2. 5 percent today, and a strong national population 

program is contributing to further reductions. We are now 

able to plan for orderly reduction of U.S. economic aid as the 

capacity for self- support grows. 

ovi Sovrff f'\011,ea J ~e t11ol-'11e.&-t.f1.1L,1.;t Bfll..J sci~- eet.1.f:,Je."(ce. o.f? 1¼is (rJtlllu't 

h«1iicvt wcl\ ~e. - ~1.1.«Q M osT ~e ~ CM.al'4.Ta i'-<.ed)~ 
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Indonesia has stepped away from the brink of communist 

domination and economic chaos.. She has undertaken the hard 

course of stabilization and rehabilitation and is moving toward 

development. She needs help from the U. S. and other donors, 

who are working together with the International Monetary Fund 

and the World Bank. It is overwhelmingly in our interest to 

provide. it. 

Military Assistance Programs 

I recommend $~20 million for grant Military Assistance Programs 

under the Foreign As sis tance Act. 

More than three-quarters of our grant military assistance will support 

the military efforts of nations on the perimeter of the communist world and 

countries where the u; S. maintains defense installations. impor~ant fo our 

own national security. These programs are a vital link in 'ou·r bwn defense 

effort and an integral part of Free World collective security. 

Elsewhere our programs focus on building the internal security 

necessary for lasting development progress. 

Our aid -- economic as well as military -- must not reward nations 

which divert scarce resources to unnecessary military expenditures. 

Most less-developed countries have resisted large expansion of military 

expenditures. Their military budgets have remained a small portion of 

national income.. Their leaders have made politically difficult decisions to 

resist pressure to acquire large amounts of new and expensive weapons. 

We must help them maintain this record and improve it. We will give 

great weight to efforts to keep military expenditures at minimum essential 

levels when considering a country's requests for economic aid. 

In the coming year, we will work directly with the less-developed nations 

and examine our own programs, country-by-country, to deal more 

effectively with this problem. In addition, we will explore other approaches 

toward reducing the danger of arms races among less -developed countries. 

Our military assistance programs will provide only what is needed for 

legitimate defense and internal security needs. We will do·no more. 

We can afford to do no less. 
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Special Assistance to the Republic of Korea 

The internal peace and order of this steadfast ally is once again 

threatened from the North. 

These threats summon the Koreans to strengthen further her 

defenses and her capacity to deter aggression. 

We must help. 

I propose that Congress appropriate an additional $100 million for 

military assistance to the Republic of Korea. 

This can be accomplished within the authorizing legislation already 

enacted. 

With this additional help, the Armed Forces of the Republic of 

Korea can gain new strength through the acquisition of aircraft and 

anti-aircraft equipment, naval radar, patrol craft, ammunition and 

other supplies. 
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America's Choice 

Foreign aid serves our national interest. It expresses our basic 

humanity. It may not always be popular, but it is right. 

The peoples we seek to help are committed to change. This is an 

immutable fact of our time. The only questions are whether change 

will be peaceful or violent, whether it will liberate or enslave, whether 

it will build a community of free and prosperous nations or sentence the 

. world to endless strife between rich and poor. 

Foreign aid is the American answer to this question. It is a 

commitment to conscience as well as fo country. It is a matter of 

national tradition as well ~s national security. 

Last year some Americans forgot that tradition. My foreign aid 

request, already the smallest in history, was reduced by almost 

one-third. 

The effects of that cut go much deeper than the fields which lie 

fallow, the factories not built, or the hospitals without modern equipment. 

Our Ambassadors all over the developing world report the deep 

and searching questions they are being asked. Has America resigned 

her leadership of the cause of freedom? Has she abandoned to fate the 

weak and the striving who are depending on her help? 

This Congress can give a resounding answer to the?e q·uest:i.91~s by • 

enacting the full amount I have requested. I do not propose this as a 

partisan m.easure. I propose it as an extension of the hurnane states­

manship of both parties for more than twenty years. 
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I said in my State of the Union address that it is not America's 

resources that are being tested, but her will. This is nowhere more 

true than in the developing countries where our help is a crucial 

margin between peaceful change and violent disaster. 

I urge the Congress to meet this test. 

THE WHI· E HOUSE, 

# # # # 
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WASHINGTON )~ 

FOR WALT R s w ChA 
FROM Joe Califan°tl~ 
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Attached is a draft of the Foreign Aid 
Mes sage. 

Would you please review this mes sage 
and write your comments on the draft? 

I would appreciate it if you would re­
turn the draft, with your comments, 
to my office no later than 6:00 po m., 
this evening. 

Attachment 
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DRAFT February 1, 1968 

FOREIGN AID MESSAGE 

TO THE CONGRESS OF THE UNITED STATES: 

Peace will never be secure as long as·: 

seven out of ten people on earth cannot read or· write; 
.• 

10, 000 people a day most ·of themchildren -- die of 

malnutrition; 

diseases long conquered by science kill millions of people 

in remote villages. 

If men can look forward to nothing r:nore than a lifetime of back-

breaking toil which only preserves their m.isery, violence will always 

beckon, freedon'l will ever be under seige. 

It is only when peace offers hope for· better things that it attracts 

the hundreds of millions around the world who live in the shadow of 

__ despair. 

Twenty years ago·A1nerica resolved to lead the free world against 

the destructive power of man's oldest enem5.es. We declared war on the 

hunger, the ignorance, the disease, and the hopelessness which breeds 

.violence in human affairs. 

We knew then that the job would take many years. We-knew then 

/ 

that many trials and many :disappointrr~ents would test our. will. 
- ·1. 

But ·we also knew that a single ray of hope -- a school, a road, 

~ hybrid seed, a vaccination ... _ d-:>es more to build the peace and guard 

America from harm than all the guns and :iambs. 

• 7his is the great truth upon which all our foreign aid programs are 

founded. If.was valid in 1943 \~✓-lien we helped to put Greece and Turkey 

-----



on the road to freedom. It was valid in the early fifties ~hen the 

Marshall Plan helped rebuild war ruined Western Europe into a 

showcase of freedom. It was valid in the sixties when we .helped 

Taiwan ancl Iran and Israel to take their places in the ranks of free 

nations able to def end their own independence, moving toward 

prosperity without aid. 
/ 

. 
. More than ever, it is valid today when 500, ooo· American men 

resist aggression in Vietnam, proof that violence and terror in Asia 

can _affect every home and every family in America. 

. i 
j; 

The programs I propose today are as important and as essential .. · 
;_t' 

;. \ 
• ! ~ 

Victory on the\··. to the security of this nation as our military defenses. 

battlefield must be matched by victory in the peaceful struggles which 

shape men's minds. 

In these fateful years; we must not falter. In these decisive times, 

·,,,we dare not fail. 

No Retreat, No Waste 

For Fis cal 1969, in foreign aid, as in all other government prograrns, . 

• we cannot do everything we would like to do. 

I.have asked the Secretary of State, the Administrator of the 

Agency for International Development and the Director of the Bur·eau 

of t~e Budget to reduce our FY 1969 aid request to the minimum 

consistent with the. national interest. 
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-~-I now recommend an AID program for FY 1969 designed to. 

foster our fundamental Amer'ican purpose: To help root out the 

causes of conflict and thus ensure our own security in a peaceful 

community of nations. 

I propose: 

: ... -.... •· 

/ 

an economic aid appropriation o{ $2. 5 billion, the same 

amount r requested last year. 

a··military aid appropriation of$ million. This 

amount reflects a further proposal that all military assistanc~ 

funds for Korea should be provided through the Department 

of Defense budget. 

a five year program for:the research and manufacture of 

protein additives from fish, which can reverse the tragic 

brain damage nO'vV inflicted on milli_ons. ·of childre.n· because· .... 

of. malnutrition in the early years. 

that the United States 1oin with ·other nations to expand 

the International Development Association, the development-

lending branch of the World Bank. 

- - that the Congress authorize a United States contribution to 

new Special Funds of the Asian Development Ba~k for 

agriculture, transportation, and other vital projects. The 

necessary legislation is already before the Congress. 

prompt appropriation of the second annual contribution.to th·e 

Fund for Special Operatio.~s of the Inter-American Development 

' . 
Bank, which th~ Congress authorized last year. 
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a further appropriation of callable funds for the Inter-

American Development Bank to stand behind the Bank's 

borrowing in private· money markets. No expenditure of 

these funds is foreseen; they \'\dll remain in callable 
• : \ 

in the U.S. Treasury. l •.• • 

·that the Congres~~ stand ready to give favorable· consideration 

/ 

to a modest U.S. contribution to a new Special Fund of the 

African Development Bank. 

Common Effort for Common Good 

I pledge to the Congress and to the people of America that these· 

programs will be carried out with strict attention to the six basic 

principles of foreign aid administration I announced last year. 

1. Self-Help: 

This is the fundamental condition for all American aid. We will 

;not tolerate waste and rnismanagemerlt. We will continue to insist on 

several :dollars of local investment for every dollar of American 

investment. We will help those and only those who help themselves. 

2. Multilaterie:lism 

In 1968, 80% of our AID loans were made as p~rt of international 

• arrangements through which donors and recipients alike carried their 

fair shares of the common burden. 

America now ranks among donor countries in ter·ms of the ---
. ) 

. share· of its national product devoted to foreign aid. Japan has doubled 
. . , • 

her aid to East Asia in the last y_ear. • Germany has maintained her aid 
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expenditures ·despite budgetary restraints which have curtailed domestic 

.. 
welfar~ programs. Great Britain has a similar record despite severe 

financial problems. 

This year we must take another important step to sustain those 

international institutions which build the peace. The International 

Development Association, the World Bank's concessional lending·_ 

affiliate, is without funds. Discussions to .. ·provide the needed capital 

are_now underway. I am very hopeful that these talks will soon result 

in agreements among the wealthy nations of the world to continue the IDA' s 

critical work in the developing countries. I shall transmit specif1c 

legislation at the appropriate time. I urge the Congress to give it full 

support. 

3 .. :,· Regionalism 

Last year I joined with the Latin American Presidents to renew, 

1·eaffirm, and redirect the Alliance for Progress .. 

The nations of free Asia began a general stUwey of transportation 

and education needs, while work proceeded on pmIDjects to bring power 

and water and the other tools of progress to all .. 

The African Development Bank, financed e:rnitd.rely by Africans, 

opened its doors and made its first loan. 

The coming year will present three major ~pportunities for the 

United States to add new momentum to their effmirts: 

The Inter-American Development Bank fstands at the center 

of the Alliance for Progress. Last ye~:tr; the Congress 

auth9rized three annual contributions off $300 million each 

.. 
• ? ~ 
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to the Bank's fund for special operations. The second of 

these contributions must be• appropriated this year. But 

we must also expand the ordinary capital of the Bank which 

comes froni. sales of its bonds in the private market. Since 

1960, we have appropriated $612' million which is-kept in 

callable status in the U.S. Treasury as a guarantee against 

the~e bonds. Not one dollar of this money has ever be.en 

spent, but $612 million has been raised from private sources 

.. 
to finance worthy projects. We must extend this proud record. 

·1 urge the Congress to appropriate $206 million in callable 

funds needed this year. 

, The Asian Development Bank has requested the help of the 

United States, of Japan, and of other dona-rs to establish a 

Special Fund for projects of regional significance -- in 

education,. transportation, electric power. Last October I 

asked the Congre.ss to authorize a U.S. contribution of 

$200 million, to be .paid over four years, on. the condition 

that it be a minority share of the total fund and that it not 

adversely affect our U.S. balance of payments. I urge that 

the Congress take prompt and favoraqle ~ctlon on this. request .. • 

-- The African Development Bank has also asked for our help 

to establish a small Special Fund for projects which cannot 

. or should not be financed through the Bank's Ordinary 

Capital. We must stand ready to provide this help, with 

proper safeguards for our balance of payments, when the 

African Bank is able to secure pledges from other 

. contributors. 
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4. Priority for Agriculture, Health and Education 

Victory in the war on hunger is as important to every human 

being on this planet a.s any achievement in the history of mankind. 

The report of my Science Advisory Committee on the.World 

Food Problem rang with the grim clarity. The experts told us, in 

substance, that unless ·the ~ich and the poor nations join in a long­

rang~, innovative effort unprecedented in hu ... "'nan affairs, we faced 

a food-population crisis in the mid-1980 1 s which will make a mockery 

of all we have done and all we aspire to do. 

That .Committee also reminded us that more food production is 

. not enough. People must have the money to buy food. They must have 

jobs and homes and rising incomes. Agricultural development can 

• only go hand-in-hand with gene·ral economic growth. • 

AID programs are designed both to stimulate general economic 

growth and to give first priority to agriculture. In India, for instance, 

j • 

1 

% of AID-financed imports consist of fertilizer and other agricultural ---
needs. It is this comprehensive approach which will ultimately produce 

self- sufficiency in food. 

We have made a good start: 

India is harvesting her largest grain crop in history. 

Fertilizer use has doubled in the past two years. Five 

• million acres were planted in the new high yield wheat 

seeds in 1967. By 1970 this ·will increase to 32 million 

acres. 
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Brazil, with AID help, has developed a new grass which has 

already increased her annual output of beef by 20, 000 metric 

tons . 

The Philippines is expecting a record rice crop this year 

which will make her self- sufficient in rice for the first time 

This historic achievement owes much to new 

seeds developed with the cooperation of the Ford and 

Rockefeller Foundations. 

I have directed that in the year ahead AID increase its investment 

in agriculture to __ % of total commit:ri1ents. I will also propose a 

three-year extension of the Food for Freedom program which provides 

interim food shiprn.ents to stave off disaster while hungry countries 

• build their OV(n food pr eduction. 

[AID to insert fish protein additive paragraph here.] 

;, But food is only one side of the equation. If populations continue 

to grow at the present rate, we are only postponing disaster not 

pr eventing it. 

In 1961 only two developing countries had any population programs 

at all. In 1967 there were 26. 

'As late as 1963, this government was spending less than $2 million 

to help family planning efforts abroad. In 1968 we will commit $3 5 million. 

In 1969 we will do even tnore. 

Family planning is a family matter. The United States will not 

·undertake to tell any government or any parent how and to what extent 

population must be limited. 
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But neither we nor our friends in the developing world can ignore • 

· the stark fact that no development effort can succeed unless population 

···is brought into balance with food and other resources. No government 

can es.cape this _truth. The United States stands ready to help those 

governments which accept it and move to deal with it. 

5. Balance of Payments Protect.ion 
/ 

, Our ability to pursue our responsibilltie•s at home and· abroad rests 

·on the strength of the dollar. The net effect of all AID operations is now 

a positive contribution, not a negative cost to the balance of payments. 

We have reduced the dollar outflow resulting from foreign aid 

expenditures from in 1963 to $270 million in 1967. I have already ---
directed that even this figure be reduced by one-third - - another $100 

\ 
I 

million -- in 1968. Virtually no outflow now results from AID expenditures 
\\ 

out.side Southeast Asia where our national security is directly at stake. 

• We anticipate that repayments- of AID loans will mor.e than offset the 

/ 

1968 outflow caused by AID expenditures. 

I pledge our best efforts to make further savings int 969. 

6. Efficient Administration 

[AID to supply examples.] 

A Year of Opportunity, A Year of Risk 

Latin Arnerica 

I propose appropriations· of .$625 million for the Alliance for Progress. 

Much ·was achie\red when the Arnerican Presidents rr1et at Punta del Este 

last Spring. We met to reaffirm a partnership which has already produced 

six years of acco1nplishment: 
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A total of $13 0 billion in Latin American investment, 

. \ 

compareJ 

• with $7. 7 billion in American aid. 

A 30% increase in tax revenues . 

. A __ % rise in average inco1ne .. 

We met to chart a new course for that partnership i:r;i the years ahead. 

We agreed to move toward economic integration. We set new targets 
/ 

for improvements iri agriculture, in healt11-·, and in education. And we 

moved to bring the blessings of modern technology to all the citizens of 

our Hemisphere. 

Now we must do our part. More than three-fourths of our aid will 

be concentrated in Brazil, Chile, Columbia and Central America. Each 

has done much to deserve our help: 

Brazil increased food production by 10% in 1967 and achieved 

an overall real economic growth of 5%. Inflation was cut from 

40% in 1966 to 25% in 1967. 

Chile [numbers to be supplied] 

Columbia [numbers to be supplied] 

Central ,America leads the way toward the economic integration 

so important to the future of Latin America. [Example - -] 

This peaceful Alliance holds the hopes of a Hemisphere. We have a 

clear responsibility to do our share. Our partners have an equally clear 

re~ponsibility to do theirs. We must press forward together toward mutual 

security and development. 

Near East and South Asia 

I recommend $706 million in appropriations for- the Near East and 

South Asia. 
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More than half the people we seek to help live in India, Pakistan 

_and Turkey. The fate of freedom in the world rests heavily on the 

fortunes of these three countries. 

Each is engaged in a powerful effort to fight poverty, to grow more 

and _better food, and to control population. If they succeed, and in so 

. doing prove the effectiveness o~ free institutions, the lesson will be 

heard and felt and heeded around the world. 

If they fail, the principles for which our sons spill their blood in 

Vietnam will be sorely threatened. 

This is a year of special importance for all·three countries. 

India has survived two successive years of the worst drought of 

this century. Even as she fought to save her people from starvation, 

she prepared for the day when the n10nsoon rains would return to 

nonmal. That day has come. India is now harvesting the greatest 

_grain crop in her history. With this crop India can begin a dramatic 

recovery which could lay the groundwork for sustained growth. 

India must have the foreign exchange to take advantage of this year 

of opportunity. A farmer cannot use the miracle seed which would 

double or triple his yield unless he can get twice as much fertilizer as 

he used for the old seeds. A fertilizer distributor cannot sell that much 

more fertilizer unless it can be imported. An importer cannot buy it 

unless he can get foreign exchange from the Government. India will not 

have foreign exchange unless the wealthy countries of the world are 

willing to lend it in sufficient quantities at reasonable terms. 

This is the crux of the matter. If we and other countries can provide 

the loans, we have much to .look forward to. If we cannot, history will 

rightly label us penny-w1s.e and pound foolish. 
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Paki'stan, though ·also plagued by drought, has continued its 

excellent progress of the past few years. Her development budget 

has been increased. Her military budget has been reduced. Over-all 

econo~ic growth has averaged· __ pe_rcent. Agricultural production 

is grow~ng __ percent faster than population. Private investment has 

exceeded expectations. 

Now the Government of Pakistan has" undertaken further steps to 

reform its economic policies --. to free up its economy and give more 

play to the market. These reforms are acts of wisdom and courage, 

but they require foreign exchange to back them up. Pakistan deserves 

our help. 

Turkey's growth record is outstanding. Her gross national product 

has grown an average of six percent since 1962 .. Industrial output has 

grown nine percent per year. Food production is gro~ing at twice the 

. rate of pqpulation growth. Difficult problems remain, but we may now 

realistically look forward to the day possibly in the early 1970 1 s ,. 

. when Turkey will no longer require AID' s help. 

Africa 

I recommend appropriations ~f $1 79 million for Africa. 

Just one year ago, I informed you of a shift in emphasis in our aid 

• policy for Africa. We have moved promptly to put it into effect: 
. . 

There will be 21 U.S. bilateral programs in Africa in FY 1969, 

compared to 35 last year. 
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. Most 0£ our bilateral activity will be pna .. s.e:d-.out in eleven 

more countries in the following year . 

. Expanded regional and international projects will respond to the 

d~velopment needs of the countries where bilateral aid is ended. 

The past year has provided ·further evidence that this support for 

regional economic institutions and projects is a sensible approach to 

Africa's problems. It expands markets. It encourages economies of 

scale. It gives meaningful evidence of our concern and interest in.African 

development. 

This is -.n:ot0 a policy of withdrawal from Africa. It is a policy of 

concentration and of maximum encouragement of regional cooperation. 

A _continent of 250 million people has set out with determination on the 

long road to development. We intend to help them. 

Vietnam 

I recommend a program of $480 million to carry forward our economi'c 

assistance effort in Vietnarn. 

In 1965 we were faced with three imperatives in South Vietnam: to 

prevent military collapse, to stem the tide of inflation, and to help the 

Vietnamese people establish a representative government. 

Today: 

Military defeat is no longer a threat. 

Runaway inflation has been largely prevented. 

-----
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- - The people of Vietnam have written a constitution and establishe 

representative local and national governments through free 

elections. 

But still the innocent victims of war and terrorism must be cared 

for; the persistent inflationary pressures must continue to be controlled; 

and the many pr-oblems faced by a new government under wartime condi-
/ 

tions must be overcome. The framework .. has now been established. We 

must help the Vietnamese people to build the institutions needed to make 

it work. 

In the coming year, we will: 

1nount agricultural programs aimed at increasing rice and 

protein production. 

concentrate our educational effort toward ·the Government's goal 

of universal elementary education by 1971. 

stress, in our import prograrns, the key commodities needed for 

agricultural and industrial growth. 

- improve our assistance to refugees and the civilian casualties. 

The rapid program expansion of the past two years -- in dollars, 

people and diversity of activities -- is ended. The emphasis in the 

coming year will be on concentration of resources on the most important 

current programs. 

We will pursue these constructive programs in Vietna1n with the 

same energy and determination with which we resist aggression. They 

are just as vital to our ultimate suc~es s. 

East Asia 

I recorn:inend appropriation of $277 1nillion for East Asia.· 

- ----
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For twenty years resistance to attack and subversion has been 

current and urgent busincs s for the nations of East Asia. • The United 

States has helped to make this resiata·nce'. effective. We must cor1tiaue 

• to do so, particularly in Laos and Thailand. 

But this year the larger portion of our aid to East Asian countries 
/ 

will be focused directly on the work of dev.elopment. Asians know ~-

as we do ~ - that in the long run, economic, social and political develop-

ment offer the best protection against subversion and attack. Despite 

communist pressure, they are getting on with the job. For example: 

Last year the Korean economy grew by 10 percent; domestic 

. . 
revenues have doubled since 1965; exports have ·grown tenfold 

in the last seven years. Populatio~ growth has fallen from 

2. 9 percent in 1962 to 2. 5 percent today, and a strong national 

population pro gram is contributing to further reductions. We 

are now able to plan for orderly reduction of U.S. aid as the 

capacity for self-support grows. 

Indonesia has stepped a.way from the brink of communist 

domination and economic chaos. She has undertaken the hard 

course of stabilization and rehabilitation and is moving towards 

development. She needs help from the U.S. and other donors, 

who are working together with the International Monetary 

Fund and the World Bank. It is ·overwhelmingly in our interest 

to provide it. 

. Military Assistance Programs 

I recommend $260 million for grant Military Assistance Programs 

under the Foreign Assistance Act. 

----



'•, 

16 

More than three-quarters of our grant military assistance will 

support the. military efforts of those nations on the perimeter of. the 

communi_st world and countries where the U. S. maintains defense 

installations important· to our own national security. These programs 

are a vital link in our own defense effort and an integral part of Free 

World collective security. 
/ 

Elsewhere our programs focus on building the internal security 

nec~ssary for lasting development progress. 

Our aid - - econorriic as well as rnilitary - - must not reward nations 

which divert scarce resources to unnecessary milit_ary expenditures. 

Most less-developed countries have resisted large expansion of 

military expenditures. Their military budgets have remained a small 

portion of national income. Their leader_s have m~de politically difficult 

decisions to resist pressure to acquire large amounts of new and 

expensive weapons. 

We must maintain.this record and im.prove it. We will consider efforts 

to keep military expenditures at minimum essential levels an important 

indicator of self-help progress. In the coming year, we will work ----

directly with the less-developed nations and examine our_ own programs, 

country- by- country, to deal more effectively with this problem. In 

addition, we will consider other approaches toward reducing the danger 

of arms races among less-developed countries. 

Our-military assistance programs will provide only what is needed 

for legitimate defense and internal security needs. We will do no n1ore. 

We can afford to do no less. 
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America's Choice 

Foreign aid serves our national interest. It expresses our basic 

humanity. It may not always be popuia.r, but it is right. 

The peoples we seek to help are coinmitted to change. This is an 

immutable fact of our tirne. ,, The only question is whether change will 

. 
be peaceful or violent, whether it will liberate or enslave, whether it 

will build a con1munhy of free and prosperous nations or sentence the 

world to endless strife between rich and poor. 

Foreign aid is the American answer to this q~estion. It is a 

commitment to conscience as well as to country. It is a matter of 

national tradition as well as national security. 

Last year some Americans forgot that tradition. My foreign 

aid request, already the smallest in history, was reduced by almost 

~me-third. 

The effects of that cut go much deeper than the fields which lie 

fallow, the factories not built, or the hospitals -that go without modern 

equipment. 

Our Ambassadors all over the developing world report the deep 

and searching questions they are being asked. Has .A.merica resigned 

her leadership of the cause of freedom? Has she abandoned to fate· 

the weak and the striving who are depending on her· help? 

a 
This Congress can give/resounding_answer to these questions by 

enacting the full amount I have requested._ I do not propose this as a 

bipartisan measure. I propose it as an extension of the humane 

statesmanship of both parties for more than twenty years. 
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I said in my State of the Union address that it is not America's 

resources that are being tested, but her will. This is nowhere more 

true than in the developing countries where our help is a crucial 

margin between peaceful change and violent disaster. 

I urge the Congress to meet this test. 

• THE WHITE HOUSE, 

# # # 

------



MEMORANDUM 

THE WHITE HOUSE 

WASHINGTON 

Thursday, January 18, 1968 -- PM 

SUBJECT: Taking MAP out of the Foreign Aid Bill 

As you know, McNamara has long favored separating MAP legislation 
from economic aid. He has a long list of reasons, ranging from the severe 
and repeated cuts in MAP ap· ropriation requests to DOD annoyance that State/ 
AID now has a final (albeit little used) say on MAP policy and operations. He 
has made several attempts in past years to get the Congress to go along with 
a split, but he has always been undone by Doc Morgan who (1) hasn't wanted to 
give up jurisdiction over MAP to the Armed Services Committee and (2) has 
shared the old Rayburn position that military aid in the same bill is what gets 
economic aid through the House. 

As MAP has declined and become more concentrated in countries less 
central to AID concerns, the merits of McNamara's case have become more and 
more accepted. Only the Budget Bureau now debates the substance. Katzenbach 
and Gaud would go along with the separation if it made tactical sense on the Hill. 

This year's DOD proposal is more violent than usual. It proposes not 
only that military and economic aid be separated, bu: that military aid be abolished 
as a separate appropriation and buried in the service requests in the defense budget. 
MAP funds would be dispersed among nine separate appropriations, except those lot­

credit sales - - which would be provided for in a new bill - - and those for grant 
aid to Latin America and Africa not related to base rights ($26 million)~uld 
stay in the Foreign Aid Bill. 

Warnke made this proposal in the Katzenbach Task Force. Katzenbach 
and Gaud did not differ on the merits, but suggested that it is a bad year to pick 
a fight with Morgan on this old chestnut. It was agreed that Warnke and Gaud 
would talk to Morgan to test the water. 

McNamara showed up for the meeting with Morgan. Morgan did not give 
a direct answer, but agreed to give McNamara an informal hearing before the 
full Committee. (He said he was less hostile to the proposal than in previous 
years, but that not everybody on the Committee would agree.) McNamara said 
he would think about this procedure. Katzenbach's Task Force Report told the 
President that this is sue would be held in abeyance until these consultations 
were over and that we would then return to the President for a decision. Mean­
while, the budget was locked up on the old basis. 
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We now hear that the Committee wants McNamara on Tuesday or 
Thursday of next week. He hasn't yet decided definitely whether he will go. 
His staff prepared a memorandum to the President proposing that he make a 
strong Administration pitch for the split. But yesterday, he told his staff 
that there was no need to go back to the President and instructed them to put 
together the figures necessary to back up the proposal. They are now doing 
that. 

Charlie Schultze will try today to read off McNamara. He will argue 
that this would subject us to the charge of scurrying to hide MAP in the face of 
last session's criticism; that our "low profile" approach to aid would not bene­
fit from a jurisdictional struggle on the Hill; that we have an understanding with 
Morgan that we will let him know before we make a decision; that the $26 million 
which would be left to AID would be the mo st unpopular part of MAP and a re al 
drag on the Foreign Aid Bill; that McNamara specifically promised the Com­
mittee last year that he would not make such transfers; and that this action 
would hurt the chances of pas sing the new separate credit sales bill. Charlie 
will suggest McNamara go ahead with his soundings now, but with a view to 
making the change next session. 

I drag you through all this because (1) I think this decision should be 
made by the President, and (2) I think Schultze' s tactical arguments are sound. 
What we don't need in this year's debate on the aid bill, in the wake of last 
year's arms sales uproar, is a plausible argument 'that the Administration is 
trying to get MAP out from under the scrutiny of the foreign affairs committees. 
I judge this cost much greater than the principal benefit -- a lower foreign aid 
figure ($2. 5 billion rather than $3. 1 billion). 

I recommend you call McNamara and suggest that this decision needs 
clearance with the President before an Administration position is announced. 
(I can't be sure, of course, that he hasn't already checked with the President 
privately. If so, so be it. ) 

Ed Hamilton 

-SECRET 
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Office of the White House Press Secretary 

THE WHITE HOUSE 

STATEMENT BY THE PRESIDENT 

I have signed the Foreign Assistance Act of 1967. 

This Act reaffirms the basic principles which have guided America's foreign 
economic policy for two decades. It proclaims our readiness to help those 
who help themselves in mankind's unrelenting struggle against poverty, 
ignorance and disease. 

Foreign assistance represents our hopes for the world our children will 
inherit. It gives meaning to the pledges of four Presidents and ten Congresses 
that the United States will help to provide the margin of hope that nourishes 
the poverty-stricken millions around the world for whom change is not a 
matter of choice but of necessity. 

I regret to say that the Foreign Assistance Act of 1967 reduces the margin of 
hope to the danger point. 

The legislation I proposed in February was austere, yet consistent with 
responsible pursuit of our interests abroad. It represented the combined 
judgment of the President, the Secretary of State and other senior officers 
of the Government. It was below the request of any previous year. 

The Congress has now lowered even this request by almost $400 million, 
and further substantial appropriation reductions have been proposed which 
threaten to reduce the program by a third. 

I know that this results from consideration by many thoughtful men. I know 
too that there are many other pressing claims on our resources. There is 
no absolute in these matters. Each man must make his own assessment of 
the consequences. 

I respect the judgment of the Congress. But I would be remiss in my duty 
if I failed to state my own conviction. I believe the money cuts and other 
restrictions in this Act will seriously inhibit this Government's effort to 
assure and enlarge the security of the free world. For twenty years we have 
recognized the link between that security and our own. We should not lose 
sight of it now. 

Nor do I accept tr.e argumc-nt that we can afford no more. If we must distribute 
thousands of rifles to our armed forces abroad, we can afford to distribute 
fifteen million textbooks, as the AID program did last year. If we can build 
thousands of barracks, we can build 25,000 classrooms, as the AID program 
did last year. If we can train thousands of soldiers, we can tr~in 120,000 
teachers as the AID program did last year. If we can protect almost a billion 
people in free Asia from the ravages of aggression, we can vaccinate 100 
million people against the ravages of smallpox, as the AID program did last 
year. 

MORE 



-2-

These programs are not luxuries to be dispensed with when the going 
gets tough. They are the lifeblood of freedom in the world - - the constructive 
steps which give meaning to the hope of all free men that hard work can trans­
form struggle and privation into peace and plenty. 

The lesson of history is that a community of independent and prosperous 
nations is the best long-term guaranty of a secure America in a peaceful 
world. 

This is the goal of the foreign aid pro gr am. Its victories are quiet - - a 
school opened, a hospital equipped, a farm made productive, and, ultimately, 
a nation built .. 

This is not the stuff of headlines, but it is the way to peace. These are 
the returns the taxpayer receives on his investment in foreign aid. It is a 
long-term business. It is often frustrating. The reward of success is 
enormous - - and the penalty of failure is disaster. 

I urge each Member of Congress to search his own mind and his own heart 
before he joins in any effort to erode these vital programs still further. 

# # # 
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But mere words alone will not a.de:. 

quately shield the Nation. 
Ha.rd work and hardware are required 

to deal with weapons of mass destruc n 
in space. · 

EVALUATION OF U.S. FOREIGN AID 
POLICY 

The SPEAK.ER pro tempore. Under 
previous order of the House, the gentle­
man from New York [Mr. HALPERN] is 
recognized for 10 minutes. 

Mr. HALPERN. Mr. Speaker, before 
we begin debate on the foreign assist­
ance and related agencies appropriations 
bill of 1968, I should like to offer for the 
consideration of our colleagues an evalu­
ation of our overall approach to foreign 
assistance as embodied in the Foreign 
Aid Authorization Act, accepted last 
week by this body. 

U.S. foreign aid policy has, of late, 
been subject to much criticism. But criti­
cism is easy. The harder task 1s develop­
ing a: realistic approach to U.S. foreign 
aid and defining the reasons for U.S. ex­
penditures. My examination of our 
recently passed foreign aid conference 
report, excluding provisions for military 
and supportive assistance, convinced me 
that our approach to foreign aid is 
basically sound. 

The United States has a crucial inter­
est in the direction of development of the 
rest of the world. She cannot expect 
countries to follow similar paths of mod­
ernization. But she can affect the direc­
tions and rate of change. To keep peace 
during this time of turmoil and to help 
make other nations' interests compatible 
with her own are reason enough to con­
tinue foreign aid. 

The foreign aid bill of 1968 recognizes 
that th.e problems developing nations 
face today are qualitatively different 
from those of both this Nation at in­
ception and post-World War II Europe. 
Many countries have yet to achieve a 
sense of their own nationhood. The de­
veloping nations' insistence on immedi­
ate modernization, on a total changing 
of society without first developing the 
necessary technology, education, funds, 
and other equipment have led to bottle-

, necks and violence. 
How do these conditions affect U.S. 

aid policies? No Marshall plan can solve 
the· problems of underdeveloped nations. 
Modernization can only be achieved by a 
long-tern::i process and the foreign aid bill 
of 1968 recognizes this. The U.S. ap­
proach must be a pragmatic and flexible 
one. She must constantly reexamine her 
policies and results of these policies and 
change them to fit the needs of in..; 
dividual countries now receiving aid. She 
must realize that she can expect no as­
surance. that economic• growth will lead 
to social and political changes desirable 
to herself and yet that she cannot stop 
her efforts. Finally, she must be willing 
to experiment and make mistakes. -

S. 1872 is a step in the right direction. 
In his foreign aid message of 1967, 
President Johnson called self-help "the 
lifeblood of economic development." 
This bill recognizes that this country and 
other donors can supply only a small 
fraction of the resources needed for 

modernization; the initiative and much 
of the human and physical resources 
must be provided by the recipient coun­
try. Sections of the bill place further 
emphasis on the principle of self-help. It 
combines 20 years of experience by 

tting the criteria to judge the efforts of 
recipient countries to improve them­
selves. 

This bill further recognizes the limita­
tions of U.S. aid attempts. The United 
States cannot support the world. Thus: 
this Nation has selected 16 key target 
nations for her major aid ventures. 

This bill further recognizes the limita­
tions of U.S: efforts by selecting areas of 
priority. Although much of_ the under­
developed world is still agrarian, many 
nations are still incapable of feeding their 
own populations. Thus, the bill continues 
the 1961 provisions to increase the tech­
nology, °'marketing techniques, and to 
make recommendations of the most ad­
visable crops a country should produce. 
While efforts are being made in the field 
of long-term improvements in agricul­
ture, Public Law 480 provides unfore­
seen emergency famine relief. Recogniz­
ing that the world population cannot be 
fed in the future if current growth rates 
continue, the United States has increased 
her program urging voluntary f amlly 
planning. Modernization ls impossible 
unless a country's population is healthy 
and skilled; thus, S. 1872 continues U.S. 
priorities in these two areas also. 

S. 1872 is a sound law because it allows 
the necessary flexibility of policies for 
development of countries. It provides the 
guidelines for project-tied and develop­
mental aid, aid with and without strings, 
and both grants and loans of funds. 

Project aid enables the United States 
to direct a country's development. By al­
locating funds and technology for specific 
projects, the United states can provide 
the necessary impetus for projects such 
as the Indus Basin project which 
a country without aid might never 
attempt. The United States also has other 
means of directing a nation's develop­
ment besides specific project aid. She can 
attach strings, as demands for monetary 
or political reform to her contributions. 
But no nation can delegate upon herself 
the responsibility of determining the 
course of another country's development, 
and this H.R. 12048 recognizes. Thus, the 
1968 bill has supplemented project aid 
and aid with strings with development 
aid and "soft aid," allocations for which 
the recipient country can determine her 
own uses, free from strings. A combina­
tion of these types of aid gives the re­
cipient freedom to plan her own develop­
ment. 

current U.S. aid places further empha­
sis on loans rather than grants. Thus, a 
"pipeline" or revolving fund for future 
aid ventures is created. The merits of this 
policy are apparent. But, I believe that 
future efforts in this ~·r.ection should be 
tempered because of e fear of fiscal 
difficulties it creates the recipient 
countries. U.S. accumulation of foreign 
currency lowers the circulating currency 
in developing nations and creates the fear 
that some day U.S. stockpiles of foreign 
currency will be released, flooding the 
market and leading to economic up­
heaval in the country receiving aid. 

I must repeat that the United States 
can expect no mirror image of her own 
paths of development 1n the developing 
nations today. Private enterprise and 
nonprofit organizations do have an im­
portant role in our foreign aid which 
part II of the current bill recognizes. But 
we should neither demand that a nation 
buy our own products nor demand free 
enterprise as the only principle upon 
which an economy can be built. 

Rapid change often demands regula­
tion by the government and more regu­
lated ownership than free enterprise. 
The United States should continue to 
support the free enterprise system and 
her own corporations, but be willing to 
make sacrifices. More orderly control by 
the government is often more of a.n a -
surance for the conditions in which de­
mocracy can flourish than a- disorderly, 
bottlenecked, free enterprise system in 
which frustration and violence can be-
come more rampant. . 

These efforts mentioned are limited to 
about 16 countries. But technological aid 
under title II of the development assist­
ance program benefits a total of 40 coun­
tries. The United States is thus helping 
to train people in the necessary skills 
needed for modernization, and makes 
her foreign aid program a broader one. 

Foreign aid is not simply a bilateral 
venture by this Nation. Some of the more 
promising features of this bill are con­
tained in the provisions for U.S. support 
of international organizations such as 
the World Bank and Inter-American 

• Development Bank, groups of nations 
acting in consortia, and the agencies of 
the tUnited Nations. These groups have 
the potential of providing more funds 
and -aid free from the pressure of the 
demands of any one government. My re­
cent trips to Latin America and Africa 
have convinced me that, although these 
groups are now limited 1n scope and 
effectiveness, they have the potential to 
play a large part in the efforts of devel­
oping nations. 

Just as the donor is not always one 
country, the recipient of aid may be an 
entire region. Countries are political 
boundaries and are nof economically 
viable. Many projects like the Indus Ba­
sin project and plans like the Colombo 
plan must deal with an entire region to 
be effective. They can benefit a great 
area as well. 

Through its Foreign Assistance Au­
thorization Act, Congress has played an 
important role in creating U.S. foreign 
policy. Congress has provided the broad 
outlines and necessary flexibility for our 
foreign aid. The effectiveness of this im­
proved foreign aid bill now depends upon 
efficient administration and implementa­
tion of its provisions. 

I support this bill as a good definition 
of the needs of developing countries and 
hope that Congress will continue to play 
a role in this field by examining the im­
plementation of policies throughout the 
duration of S. 1872. 

IS THE SECRETARY OF LABOR -
ABOVE THE LAW? 

The SPEAKER pro tern.pore. Under 
previous order of the House, the gentle-
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I have signed the Foreign Assistance Act of 1967. ~~ 
This Act reaffirms the basic principles which have guided America's 

foreign economic policy for two decades. It proclaims our readiness to 

help those who help themselves in mankind's unrelenting struggle against 

poverty, ignorance and disease. 

Foreign assistance represents our hopes for the world our ·children 

will inherit. It gives meaning to the pledges of four Presidents and ten 

Congresses that the United States will help to provide the margin of hope 

that nourishes the poverty-stricken millions around the world for who1n 

change is not a matteT of choice but of necessity. 

I regret to say that the Foreign Assistance Act of 1967 reduces this 

margin to the danger point. 

The legislation I proposed in February was as austere as possible, 

consistent with responsible pursuit of our interests abroad. It represented 

the combined judgment of the President, the Secretary of the State and other 

senior officers of the Government. It was ~g O© mill:rtY:n ... below the request 

of ~revious year. 

The Congress has now reduced even this request by almost $400 

million, and the Appropriations Committees are considering further 

substantial reductions. 

fi 
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I know that this is the result of profound consideration by thoughtful 

men who seek only to serve their country. I know too that there are m.any 

other pressing claims on our resources. There is no absolute in these 

matters. Each man must make his own assessment of the consequences. 

I respect the~ of the Congress. But I would be remiss in 
---------

~~V • "f If ·1 d • • my ~ J -~ 1 a1 e to state my own conviction. I believe the 

money cuts and other restrictions in this Act will seriously inhibit this 

Government's effort to assure and enlarge the security of the free world. 

For twenty years we have recognized the link between that security and 

our own. We s_hould not lose sight of it now. 

Nor do I accept the argument that we can afford no more. It we 

must distribute thousands of rifles to our armed forces abroad, we can 

afford to distribute fifteen million textbooks, as the foreign aid program 

did last year. If we can build thousands of barracks, we can build 25, 000 

aid 
classrooms, as the/program did last year. If we can train thousands of 

soldiers, we can train 120,000 teachers. If we can protect almost a 

billion people in free Asia from the ravages of aggression, we can 

vaccinate 100 million p~ople against the ravages of smallpox, as the aid 

program did last year. 

These programs are not luxuries to be dispensed with when the going 

gets tough. They are the lifeblood of freedom in the world -- the constructive 

steps which give rre aning to the hope of all free men that hard work can 

transform struggle and privation into peace and plenty. 
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The lesson of history is that a community of independent and 

prosperous nations is the best long-term guarantee of a secure America 

in a peaceful world. This is the goal of the foreign aid program. Its 

victories are quiet - - a school opened, a hospital equipped, a farm made 

productive, and, ultimately, a nation built. This is not the stuff of 

headlines, but it is the way to peace. These are the returns the tax-

payer receives on his investment in foreign aid. It is a long business; 

it is often frustrating. The rewards of success are enormous - - and the 

penalty of failure is disaster. 

I strongly urge each Member of Congress to search his own mind 

and his own heart before he joins in any effort to erode these vital 

programs still further. 



OFFICE OF 
THE A0IV:INISTRATOR 

DEPARTMENT OF STJ,TE 

AGENCY f"OR INTERN.AT!ONA,L DEVE.'l.OPMENT 

WASHINGTON 

November 8, 1967 

MEMORANDUM FOR THE PRESIDENT 

SUBJECT: Foreign Aid Authorization Bill 

This afternoon the conference report on the foreign aid authorization 
bill passed the Ho use (by 205 - 187) and the Senate (by voice vote). 

The threat of some 20 liberal Democrats, led by Henry Reuss, to vote 
against the conference report because of possible F- 5 sales to Latin America 
was not carried out. Reuss withdrew his opposition on the basis of a letter 
from Secretary Rusk to Doc Morgan which stressed the importance we attach 
to the Symington Amendment to the foreign aid bill (which requires termination 
of assistance to countries making unnecessary military expenditures, but allows 
a good deal of flexibility in application). It was made clear in floor debate that 
the Symington amendment does not of itself bar F- 5 sales to Latin countries. 

A motion by Gross to recommit the '-'onference report failed by 196-201. 
The motion would have instructed the House conferees to insist on 

The Gross Amendment to prohibit military sales to, or 
purchases from, countries which trade with or ship to 
North Vietnam (including the U. K.) and 

The Findley Amendment to suspend most-favored-nation 
treatment for Poland. 

Doc Morgan did a particularly good job of defending the report on 
the floor. 

As of late this afternoon I could not get any word on when the appropriation 
bill will come up on the floor of the House. There is no rule yet. 

The Senate Appropriations Committee still pians to hold hearings (they 
will be brief) as soon as the House acts. 

William S. Gaud 



MEMORANDUM 

THE WHITE HOUSE 

WASHINGTON 

Tuesday, September 19, 1967 -- 6:45 PM 

SUBJECT: Conference Committee on the Foreign Aid Bill -- Second Session 

The Conference Committee had their second meeting this 
afternoon. Most of the time was spent wading through innumerable 
minor items. The only interesting results were as follows: 

1. The House and Senate split the difference on the Supporting 
Assistance authorization, agreeing upon $660 million -- half-way 
between the Houser s $720 million and the Senate's $600 million. 

2. They agreed on a number-of-countries limitation of 12 
for Supporting Assistance. (This will give us lee way for two or 
three more programs than we now plan, should an emergency 
arise.) 

There will be two sessions tomorrow. They will address the 
tough problem of MAP sales and, if they have time, the various amend­
ments on countries carrying on trade with Vietnam. 

Ed Hamilton 





THE WH!TE HOUSE 

WASHINGTON 

Honorable Thomas E. Morgan 
House of Representatives 
Washington., D. C. 20510 

Dear Tom: 

August 23, 1967 

The foreign aid bill reported out from the Foreign Affairs Committee 
reminds me once again how greatly the nation is in the rommittee' s 
debt. 

We both know how hard it is to sustain these foreign aid programs. 
The Members of Congress are under strong and understandable 
pressure to allocate tax resources for domestic purposes. The 
results of our foreign aid programs in advancing the nation's interests 
and helping create an environment of order and progress in the 
developing world take time; and they are difficult to dramatize in a 
world where crisis and conflict dominate the daily news. 

But each of the four postwar Presidents has known th t the most 
precious dollars voted by the Congre~s on behalf of ... .i:.1.e .nation's 
security have been -- and continue to be· -- foreign ai.d dollars. 
Historians will conclude., I am sure., that our decisions w begin and 
continue foreign aid programs will rank high among the important 
policies adopted by this country. 

Miiitary aid has permitted nations to mobilize their own deterrent 
strength and to face the future with greater confidence than they would 
otherwise have., in a world where arms control agreements have not 
yet been achieved. They have diminished at many points the risk .that 
the U.S. itself might be drawn into military conflict. 

Economic aid -- where we have had the opportunity 1-c work steadily 
with adequate resources -- has yielded a series of proud success 
stories: for example., in Asia., South Korea., Taiwan., Pakistan., and 
Thailand --- as well., of course., as Japan; i::1 the Middle East., Iran., 
'I'urkey., and Tunisia. In Latin America., :!. 96 7 is fr.e ..:ourth year in 
which, by and large., the Punta del Este targets of progress will be 
acr.J.eve d in most of the· nations of the region. 

---- -- ••• ------···-····· ·- ------------·-- --------------------·---···----. 
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Over the years we have learned a good d(;al about the development process, 
and our programs are now tighter and more effective. As you know, we· 
have stricter standards of self-help and insist on fair sharing of the burdens 
of foreign aid among the more fortunate nations. And, perhaps most 
important, we are focussing our attention on the critical importance of 
progress in agriculture and voluntary family planning. 

We have every reason for pride and confidence in what we have learned 
and achieved in this field working with othe:c nations. We live ·in a world 
where it would be literally dangerous to our interests for us to break 
stride in our effort to help countries build a better life for their peoples. 

That is why I am so grateful for the continued steady leadership provided 
by you and the other members of the Foreign Affairs Committee. 

y 

-· ···---------· ---· ------------ ------
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Dear Tom: 

THE WIIITE HOUSE 

WASIIINGTON 

August 4, 1967 

The foreign aid bill you have just reported out from the 
Foreign Affairs Committee reminds me once again how 
g:reatly the nation is in your debt. 

We both know how hard it is to sustain these foreign aid 
programs. The Members o:£ Congress are under strong 
and understandable pressure to allocate tax resources for 
domestic purposes. The results of our foreign aid programs 
in advancing the nation's iritere sts and helping create an en-

.. vironment of order and progress in the developing world 
take time; and they are difficult to dramatize in a world 
where crisis and conflict dominate the daily news. 

But each of the four postwar Presidents has known that the 
most precious dollars voted by the Congress on behalf of 
the nation's security have been foreign aid dollars. 

Military aid has permitted nations to mobilize their own 
deterrent strength and to face the future with greater con­
fidence than they would otherwise have, in a world where 
arms control agreements have not yet been achieved. They 

• have di mini shed at many points the risk that the U. S. itself 
might be drawn into military conflict. 

Economic aid -- where we have had tt_a opport'l:..:.-:.ity to work 
steadily with adequate resources -- has yielc.cd. a. series of 
proud success stories: for example, in .f_3ia, South Korea, 
Taiwan, Pakistan, and Thailand -- as well, of course, as 
Japan; in the Middle East, Iran, Turkey, and Tunisia. In 
Latin America, 1967 is the fourth year in which, by and 
large, the Punta del Este targets of progress will be achieved 
in most of the nations of the region. 

As President, I know how important it is for this nation I s 
interests that we continue this work steadily. As you know, 

------------------------- _,, ________ _ 
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we have moved rapidly in recent years to tighten our 
standards of self-help; to insist on a fair sharing of 
the burdens of foreign aid among the more fortunate 
nations; to build and strengthen multilateral institutions 
:£or economic assistance; and to focus the attention of 
all on the critical importance of progress in agriculture. 

We have every reason for pride and confidence in what 
we have learned and achieved in this field working wi~h 
other nations. We live in a world where it would be 
literally dangerous to our interests -for us to break stride 
in what historians will judge, I am sure, to be one 0£ the 
wisest and most effective policies our country has ever 
undertaken. 

That is why I am so grateful for your continued steady 
leadership; and I wish you well in the further tasks of 
per suasion which lie ahead in ensuring continuity in these 
critical programs. 

.. 

Hono~able Thomas E. Morgan 
House of Representatives 
Washington, D. C • 

------------------ ------

Sincerely, 
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App ndix I 

SOME REFLECTIONS O THE NATURE 

AND FU'l'tJRB OF MILIT Y SIST C 

The author of this not hav had occa ion in 

r cent months torn w acquaintanc hip with the Mili-

try Assistanc Program ft r long ep tion. On kn w 

it an sit nt Ser tary of h vy in th lat iftie. 

The other kn w it s Chief of th Am rican Aid Mis ion to 

Greece in 1949-50 nd a Deputy u. s. Speci l eprasenta­

tive in urope, 1952-53, cone rned ith the economic und r­

pinning of ATO, then coming into bing. 

Our r c nt ob rv tion h v l du to r 

th t the Milit ry sist nc Progr i 
. into 

f l ing / eriou 

troubl bee u e of growing confusion s to it purpos ,. 

Uncertainty of pw:po 

by the many conflicting vi w 

is indicat d, for example, 

out th program which on 

ncounter among offici 1 in Def nse, t t and AID who 

h V dir ct or coll tr 1 int r tin it d inist1=ation. 

Th differenc so opinion r no 

ecaus the progr 

o much b tween g ncie 

must b r lated to other as within them. 

policy obj ctiv broad r ng of concurrence is required 
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in decision making. It seemed to us th t some involved in 

decision making on important spect of th program hav h d 

infrequent occasion to con ider the program s a whole or 

to think of its future beyond a fwy ar. Thi situation 

may r fleet an inadequate presentation to the of program 

objectives nd history. 

The purpose of milit ry s ist nc is to promote 

then tional s curity of th United States by d v loping 

nd maintaining t mutu lity of security int rests of 

ours lves nd cert in other n tions occupying forward geo­

graphic reas. on thi the legislative hi tory is clear. 

The purpose is being progre sively blurred. 

Conceptual or strat gic thinking concerning aid - milit ry 

or economic - h snot been notably evident for ome time. 

The progr i thus incr ingly shaped by tactical con-

sid rations of funding. In the absence of conceptual r -

finement and adaptation to meet n w circumstanc s., the program 

l nd some truth to the cLuhan doctrine that the edium is 

th mes age, the edium in thi instanc bing the Congres ion l 

Presentation. In r ponse to he vy pressure to curt il cot, 

the mpha is seems to be more and more on how to end aid 

r ther than on why it is needed. 
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The l gitimat, indeed, ssenti l objective th t 

th aided n tions bould progre siv ly bear mor of th 

cost of their d f nse establi hment ha com to be x-

pr s din form.ul lmost logan - of mor lf 

belp1 ls grant id. 11 Howev r, in ome circumst nc 

more of both my be n d d. It may lob that there i 

om bed rock 1 vel at hich grant aid to th les develop d 

count.tis in th forw rd def 

tinu d ind finit ly until 

e area will need to b con-

jor chang in orld politics 

occur. 

A feequ nt vi w of th futur of milit ry assistanc 

refl ct an analogy with conomic aid. Mr hall Plan aid 

serv d its purpo nd w send d. Som nine y ars l tr 

it w s pr ctical to end o t gr nt mil tary id to t rn 

urop. Sine then con ic id to Gr c nd T iwan ha 

justifiably b n nded. rgo, military aid to them should 

also b phased out. Mor tardily will co e Turkey and 

Kor h s d don, y . Ph out, r not o sur. 

In ny v nt the deci ion hould be m d not by n logy b t 

by n x min tion of th purpo e to b rv d. 



ind fen 

In the course of our ex in tion of elf h lp 

a bown by Gr c, Turk y, Ir n nd T 1wan, 

t med to u th t ht thy b v lre ·dy i 

not well known in int r•e ted g nci nd th t th prob--

1 ,, me n nd pc of furtb r self help r not wid ly 

u r tood. The practic 1 otenti 1 of th p rticul r 

means of lf h lp 1ich r ek d to xplor - loc l 

production of t ri 1 - turns out to h di ppointingly 

low but the initi tive for it explor tion em to be 

lmo t unique in appro c ing th problem imagin tively 

n in long e r c ive. 

u. s. perc nt g hare of th ot 1 cost o 

th defen et ,am,1uu~n of Gr ec, Turk y, Ir n, Ti an 

nd Kor ted by budg t upport nd arm upply· 

d clin d fo lows int n y ars. 

1956 1966 
% % 

Iran 72 17 

'.rur y 77 20 

53 25 

at n 83 29 

Kor a 91 82 
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The percentages are only approxi ate. Total 

costs ere comput d by quating dollars and loc l curx n­

cies t official e·xcbange rates, also a single ye r is not 

an adequ te b s for aauring the 1 v l of grant id. 

Nonetheless the abov figures t 11th story well if not 

preci ly. Kore, of cour e, "1ith troops in Vi tnam r pr -

sent a pecial i uation. 

In atte ping to comp r cot of d fen e stab-

11 hment t the b ginning and nd of the sam decade we 

found about a 20% d cline in :Kor one-third incr 

in Iran, whil cost in Turkey, Gr ece and T iwan were 

lightly upward, hen asur d in const nt pr ice . (Th 

margin for rror in th s calcul tion i grater, sine 

in addition to th unr liabilit of offici l xeh ng rt 

ther is i preci ion in. p~ic in io u ed to discount 

th £feet of infl tion). 

e ti ate that during the thir ecad of 

u. S. military assistance to these countries all but Kor 

will becom abl to ab orb in their fns bu9t 11 co ts 

of th ir milit ry stablish ent at pre nt level without 
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incr sing th b r of d vot to d f n . In T 

for x pl, y arly incr as in th p e nt lf 

int fin o d portio of th d f 

10 y a.r t u .. fin nc d 

bug t would 

icit i cot of th 

ithin th tabli n . f tr p.e i 

coun ry• c ilit. 

B l nc of pa nt, how v r, ~ill lmo t 

r ly pr nt a io cl for· 11 but Ir n. 

w h V C lcul te tb t b o or t n 100 of th 

and defen up, li which th u. • curr ntly in 

n, 

n 

nc 

C b u pli d rom l cal production on oun C a ic 

b i • Thu 1£ gr nt id i t r ina 1 st 90% of new 

s l h lp ill n 0 in nc ith for i n C ng • 

o no find th t t . plic tion 0 hi pro pct b v 

b en d. 

In our t y h v r li d vily on h -

m tica analy is. t e point, ho ver, i tic pro-

J ction l e v lidity. 1·t ry it c o th 1 

d v lop nati int forwar d f n r· - in th 

arc r Gr c to Kor ('iri h g p ) - i not r l.Y 
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form of aid th tis tardy in termin tioo. For ccounting 

convenience, all milit ry assistance is priced as the 

cot of rms and support quipment which the u. s. supplies 

to aided nations. But there are also important tangibles 

in the form of installations and equ lly important intan­

gibles in a mutual security relationship which re not 

invoic d. At pres nt aid levels they need not be. But if 

11 id is ended th non-invoiced considerations may be en­

dangered. The ultimate level of grant aid to mutu 1 security 

partners in the forw rd defense reas, in our vi w, must 

bed termined by politic 1-military con iderations of a 

strat gic ch r ctr ind pendently of GNP nd trade balances. 

We surmis that the foreseeabl character of world 

politics will require us to have a speci l r lationehip 

for perhaps some decades to come with Greece~ Turkey, 

Taiw n, Kor a and ome other forward defense nations in 

Asia. It would be special relationship of a kind for 

which w find no precedent in our history, xcept within 

the past two decades, nd for which we hav not y t con-

ceiv d cl arly pattern for the futur. One element in 

uch pattern aa merges may ?e an indefinite sharing of 

th 
-1,' 

costs of their defense establishments. 
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Ho ,ever, th continuance of dollar financed ar,aa, 

to the extent r quired, ne d not go uncompen ated. A the 

forward d f ns nation progress, thy can nd should h lp 

support a part of the u. s. international burden, which thy 

coul do in their own currency. Th teclinical a siat nc 

in rice cultivation which Taiwan alr ady giv to other 

n tions far di tant as Afric coul th ginning 

of pr ctice th t could be uch more extensively dev lop d 

a counterpart of utu 1 ecurity support. 

Milit ry i tanc (1 ving side tend Lea e 

and other ai to alli sin orld ar IJ:) b g n just two 

deeds ago ith id to Gr ece an Turkey. Offici lly, 

the progr i dat d from 1950. In th 17-ye r period. 

Y 1950-66, total military grant id a $31,682. illio. 

Of this $2,673 illion i ccounted a world wide and regional. 

Th r mainder_ $29,009 m llion, wa giv n to 77 countrie. 

useful diff r ntiation, ong th recipi nt is: 



Europ , 14 countries, 
xcl. Gre c & Turkey 

Greece, Turkey, Iran, 
Taiwan, Ror 

Other forward defense 
nations: South Vietnam, 
Thailand,. Laos, Th 
Philippines, plus., now 
inactive, Pakistan, India, 
Cambodia, Japan 

50 other nations 

:::UCREF 
9 

$ million 

141100 

8,666 

3,321 

2,912 

49% 

30% 

11% 

10% 

Grant aid to Europe, it hould be noted, was 

larg ly compl ted in one c d . 

L rgely b cau e of peripheral i su s, the Mili-

tary si tance Progr is on the d fensive. In this cli-

mate of opinion, major que tions cone rning mutu 1 security 

relatianehips with the forw rd def nse nations ar coming 

to the for nd could become cut . Will. it b pr ctical 

or desirable to eliminat all gra.nt aid? What hould be 

th nature of the long term rel tion hip between these nations 

and the United States? 

w uggest that a major new a es ment would be 

titn ly and that it ight be made with the assistance of 

public committe. The only major revi w of th Military 

Assi tance Progr h b n that of the Draper Committe in 
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1958-59. It perform d two great services. One was to 

e tabli b an orderly adnu.nistration of programs that had 

been CX"i ted on n emerg ncy basis. The second was public 

ducation, accompli 'hed through a aerie of well timed 

interim reports. An xamination of basic concepts was not 

required then. We believ uch is needed now. The admini­

strative pattern proposed by the Draper Committee has sur­

vived well. But public ducation again is needed. 

A new Dr pr Committee, if created, should include 

at least some men who know th program historically. (At 

times the aid progr , ec1.1notnic as well a military, seems •.•J'f' , 

to be organized as an en my of memory). Among men who h lp d 

shape the program or particip ted in the Draper Committee 

(some like General Dr per did both) and who would command 

public confidenc, re Gen ral Draper himself, w. Averell 

Harriman, General Alfred Grunth r, Livingston Merchant, 

w. John Kenney, General Pr derick L. Anderson, c. Tyler 

ood, Russell Dorr# Luke w. inlay, Joseph Slater and General 

Charle H. Bonesteel Ill. 

Cecil P. Milne 

Paul R_. Porter 
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PORTER INTERNATIONAL COMPANY 

Mr. Walt M. Rostow 

800 S EYENTEENTH STREET, N. W. 

August 3, 1967 

WASHINGTON, D. C. 20006 

TELEPHONE 298-7890 

Special Assistant to the President 
The White House 
Washington, D. C. 

Dear Walt: 

I have recently completed a study for the De­
partment of Defense on the potential in Greece, Turkey, 
Iran, Taiwan and South Korea for local prGduction of 
defense goods now supplied as grant military assistance. 
The enclosed is a by-product observation which I think 
may interest you. 

Thanks for your prompt comment on Gunnar's state­
ment. I am reassured that your memory corresponds with 
mine. You are right that Gunnar's statements these days 
are sad. I spent an evening with him in Stockholm about 
18 months ago and was depressed. 

Best regards, 

PRP/mp 

(Enclosed but detached 
SECRET Appendix I to 
DOD report 7/31/67) 

Sincerely yours, 

h/ t' 1/ c.,,'1:,_,.Lc., ~ -r 
Paul R. Porter 





MEMORANDUM 

THE WHITE HOUSE 

WASHINGTON 

Monday, July 31, 1967, 1:00 
-SECRET' JJ-

Mr .. President: 

At Tab A is the paper you requested outlining the effects of a 
$2. 5 billion foreign aid appropriation (compared with a $3. 3 billion 
request). Gaud has tried to hold the argument to a minimum; the facts 
speak quite eloquently for themselves. The paper has been approved 
by Secretaries Rusk and McNamara. 

We don't know precisely how the Congress would get down to 
$2 .. 5 billion.. The memorandum reflects Gaud's best guess of how they 
would distribute the misery -- not how he would like to see it distributed. 
The major effects of an $800 million cut, each of which is discussed brief­
ly in the memorandum, are as follows: 

1. Even if Latin America does better than the rest -- which 
is likely -- we could not provide the $100 million increase 
you discussed at Punta del Este. 

2. Even a small cut in Supporting Assistance would rule out 
any increase in AID programs in Vietnam. 

3. The bulk of the cut would have to come in Development Loans. 
(We would estimate a 44% cut in our D. L. request.) This 
would mean: 

a 40% cutback in India. Much of this would come 
out of program loans for fertilizer. At a time 
when new IDA money is not in sight and the Europeans 
are in a stingy mood, the cut in our contribution 
could well shake the whole consortium framework. 

a 3 0% cut in Pakistan .. 

a 40% cut in planned aid to Turkey, probably forcing 
a delay in Tur key's "graduation" fr om AID loans, now 
scheduled for 1973. 

a 30% cut in loans for Korea .. 

a cutback of over 50% in loans to Africa, reinforcing 
charges that the Korry Report was a smokescreen 
for American withdrawal. 

S:i:CBET 
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no more than $20 million for Indonesia. 

4. Military Assistance would also be sharply cut back -- probably 
on the order of 35% of our request. This would end credit 
sales altogether and require cuts of up to 30% in such countries 
as Greece, Turkey, Taiwan, and Iran. 

5. Technical Assistance would probably be cut about 20%, eliminating 
the planned expansion of programs in health, agriculture, 
education and family planning. 

These estimates reflect a careful judgment as to what we would have 
to do to live with cuts of this size. I think your priorities have been faith­
fully observed. The simple fact is a $2. 5 billion appropriation would, for 
the first time in AID history, make it literally impossible for us to move 
forward with planned programs in our major client countries. In other 
yearsj greater concentration and windfalls created by world events {e.g., 
the Indo-Pak war) have allowed us to squeeze out enough for the critical 
programs even though appropriations had been cut. This year is different. 

I don't mean to say the world would end if we got $2. 5 billion. As 
realists, Gaud and the rest of us are aware that a cut of $800 million is not un­
likely. If the axe falls, we will push on as best we can. But it is certainly 
worth every effort we can manage to minimize the cut. 
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DEPARTMENT OF STATE 

AGENCY FOR INTERNATIONAL DEVELOPMENT 

WASHINGTON 

July 29, 1967 
OFFICE OF 

THE ADMINISTRATOR 

EYES ONLY 

BJ 
MEMORANDUM FOR THE PRESIDENT 

SUBJECT: The Consequences of a $2. 5 Billion Foreign Aid Appropriation 

This memorandum is submitted in response to your request 
for information on the consequences of a $2. 5 billion foreign aid appropri­
ation (covering both economic and military aid) for FY 1968. 

The President's budget request was originally $3. 126 billion. 
After Punta del Este it was increased $100 million to $3. 226 billion. 
Recently, both the Senate Foreign Relations Committee and the House 
Foreign Affairs Committee imposed on the Foreign Assistance Act the 
burden of financing the $84 million U.S. share of NATO infrastructure 
and certain international military headquarters - items which the 
President had included in the DOD budget. The effect of this is to 
increase the over-all requirement to $3. 310 billion. 

To reduce this to $2. 5 billion means a cut of $810 million -
just under 25%. Last year's budget request of $3. 386 billion was cut 
by $451 million to $2. 935 billion, a 13% cut. 

Roughly $250 million of the total budget request represents 
relatively small items which will remain about the same regardless of 
the size of the total appropriation. Cuts will come in six fund categories. 
Our present rough guess as to how the Congress would apportion a cut 
of $810 million among those fund categories in order to arrive at an over­
all figure of $2. 5 billion is as follows: 
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(in millions of dollars) 
Budget 
Request 

Alliance for Progress 643 

Development Loans 774 

Supporting Assistance - Vietnam 550 

Supporting Assistance- Other 170 

Technical Assistance 243 

Military Assistance 680 

'Estimated" Resulting 
Cut Appropriations 

-103 

-344 

- 60 

- 40 

- 43 

-220 

540 

430 

490 

130 

200 

460 

The $540 million figure for the Alliance for Progress would 
constitute a 16% cut from the post-Punta del Este budget request of 
$643 million. While it is $32 million above the FY 1967 appropriation, 
it does not provide the extra Punta del Este $100 million. Even so, 
this is a much lighter cut than the much more severe Development 
Loan cuts contemplated for Asia and Africa. 

The $430 million Development Loan figure represents a 
severe cut of 44% from our budget request of $774 million. The appropri­
ation for FY 1967 was $500 million. But it is misleading to compare 
that figure with the $430 million figure. Due to the suspension of aid 
to India and Pakistan following the outbreak of war in the fall of 1965, 
$320 million of FY 1966 Development Loan funds were obligated for 
loans to India and Pakistan late that fiscal year to meet FY 1967 re­
quirements. So that the $430 million for FY 196 8 is actually more 
comparable to $820 million for FY 1967. 

We carried over no Development Loan funds from FY 1967. 
But we estimate loan repayments, refunds and deobligations during 
FY 1968 at $88 million. This plus $430 million would give us a total 
of $518 million of Development Loan funds for FY 1968. The following 
table shows our present plans and the levels we would have to go to at 
$518 million: 
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(in millions of dollars) 
Presently 
Planned Reduced 
Program Cuts Program 

India 400 -152 248 

Pakistan 165 - 50 115 

Turkey 100 - 40 60 

Africa 90 - 50 40 

Korea 50 - 15 35 

Indonesia 20 0 20 

Philippines 16 - 16 0 

Others 21 - 21 0 

TOTALS 862 -344 518 

The World Bank has estimated India's requirements at $900 
million of non-project aid and $300 million of project aid. These require­
ments have been accepted by the consortium. The U.S. has regularly 
supplied 40% of India's requirements for non-project aid and has financed 
some projects. A level of $248 million would eliminate all project aid 
and would come nowhere near enabling us to supply 40% ($360 million) 
of the non-project aid. Such a drastic reduction in our suppor is likely 
to lead to cuts by others - this in a year in which India will get nothing 
from IDA because of the delay in IDA replenishment. As your PSAC 
Report pointed out, India is the most critical battleground for the War 
on Hunger. India is introducing miracle seeds and with a return to 
average monsoons is in a position to make a real agricultural break­
through if she gets the fertilizer our program loans would provide. 

A $115 million aid level for Pakistan is less than our normal 
share of the consortium non-project loan requirement. It allows nothing 
for project lending. If aid continues at its present levels Pakistan has 
a good chance to be self-sufficient in food grains by 1970. Our failure 
to help Pakistan which has been following good self-help policies with 
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good results would deprive us of a stunning example of a U.S. aid 
success story within the next decade. 

A $60 million program for Turkey compares with $135 
million in aid provided during FY 196 7. Such a deep cut would under­
mine the consortium and reduce contributions from other countries./ 
This would have to mean abandoning the economic reform package on 
which Turkey had been making outstanding progress and delaying 
Turkey's "graduation" from aid., now anticipated in 1973. 

A cut in development loans for Korea coupled with a cut 
in supporting assistance would come at a time when we are committed 
to continuing economic assistance as part of the bargain for obtaining 
Korean troops in Vietnam. It would cast a pall over the international 
consultative group on which we are counting for contributions from 
other countries to Korea's remarkable economic development. 

The program for Indonesia had already been recognized 
as too small to meet our share of the stabilization support in 1968. 
A $20 million A. I. D. loan level compares with an expected foreign 
aid requirement of about $250 - $300 million in 1968. 

Inasmuch as our development loans for Africa aggregated 
$98 million in FY 1967., a $40 million program for FY 1968 would give 
the Africans real reason to wonder whether our new Korry Report­
based aid policy for Africa calling for emphasis on regionalism and 
multilateralism isn't just a fancy word for pull-out. 

The $100 million cut in Supporting Assistance consists 
of $60 million from Vietnam and $40 million from other programs. 
For Vietnam this means holding the line on major expansions of 
pacification/revolutionary development programs that the new U.S. 
team may propose., and postponing some development projects that 
could mean a great deal to the new Vietnamese Government. The $40 
million cut in other programs would have to come from Korea., Jordan., 
the Dominican Republic., Panama and the Congo - programs which are 
already very closely budgeted. Furthermore., these cuts would leave 
us with even less fhhdbility than we now have to meet new political 
and security problems in Southeast Asia and elsewhere. This is 
particularly true in view of the fact that we are requesting an appropri­
ation of only $31 million Mr the Contingency Fund. 
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Technical Assistance already badly cut last year is 
heavily mortgaged to on-going activities. A reduction from $243 
million to $200 million in these funds will prevent us from carrying 
on increased programs in agricultural development., education., 
health and family planning. These are the highest priority items 
in our economic aid program. 

On Military Assistance., a cut of approximately $220 
million - 35% of our original request and about the same as the 
$205 million cut of the Senate Foreign Relations Committee last 
week - would., as explained in my memorandum on the SFRC 
actions., hit very hard both the grant and sales programs. In sum., 
$60 million for sales would be out. Grant programs for such forward 
defense countries as Taiwan., Greece., Turkey and Iran would have 
to absorb cuts of up to 30%. Modernization of the equipment of these 
countries would be virtually wiped out. And there would be serious 
political problems created by cuts in such smaller programs as the 
Philippines and Latin America. 

Conclusion: 

This analysis shows that 

an appropriation of $2. 5 billion is clearly not enough 
to do the job; 

it would have severe political and economic consequences 
and substantially weaken U.S. influence in the less 
developed world; 

it would cause others to do less as well and thus have 
a cumulative effect on the development business; 

it would make it impossible for us to reward good 
self-help performance and to sustain the momentum 
generated by past investment in foreign assistance; 

it would gut our War on Hunger effort. 

We must do all we can to keep the appropriation at a level as close 
as possible to our budget request. ¥ 

William S. Gaud 
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Mr. President: 

Herewith Bill Gaud reports on 
where he is on foreign aid with Senate 
and House Committees. 

COMFfDEN"TU~ 
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MEMORANDUM FOR THE PRESIDENT 

SUBJECT: Foreign Relations Committee Action on the Foreign Aid 
Authorizing Bill 

Yesterday the Foreign Relations Committee, by a vote of 10-2, 
agreed to report favorably the Foreign Assistance Act of 1967. 
Church's amendment to report the bill without recommendation 
failed by a vote of 7-7, with Church receiving support from Morse, 
Symington, Aiken, Mundt, Williams and Fulbright. Fulbright 
announced he probably will vote against the bill and that Sparkman will 
manage it. However, Sparkman told us this afternoon that Fulbright 
came to see him to say that he had changed his mind and that he will 
manage the bill. We do not know when the bill will go to the floor. 

The press reports -- which indicate the bill was gutted -- are some­
wha,t misleading. Economic assistance fared better in some respects 
than last year, and, depending on what happens on the floor, the 
damage after conference may not be too severe. The most serious 
problem is number of country restrictions. Military assistance, how­
ever, was hurt very badly -- primarily by a sharp reduction in funds, by 
elimination of DOD authority to make credit sales of items furnished 
from new procurement and to guarantee credit extended by private parties 
or the Ex-Im Bank, and by abolition of the credit sales revolving fund. 

We are doing well in the House Foreign Affairs Committee. It should 
finish its mark-up in a week or two. In the following summary of 
Senate actions, I will indicate comparable House Committee actions to 
date. 

The Senate bill, in effect, authorizes $2. 9 billion for economic and 
military assistance -- about $400 million below our adjusted appro­
priations request of $3. 3 billion. (The table on Attachment A sets 
forth the Senate Committee actions and the House Committee actions to 
date, compares them with our appropriations requests and shows the 
result of an assumed 50-50 conference compromise.) $2. 4 billion of 
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the $2. 9 billion Senate Committee figure is for economic assistance ($222 million 
below our appropriations request). The House Committee will come close to our 
full request. $475 million is for military assistance. However, $84 million of 
this is for NA TO Infrastructure and International Military Headquarters costs - -
items which we sought to transfer to the DOD budget but which both Committees 
insist be funded from military assistance. This leaves $391 million against our 
request of $596 million. The House Committee is authorizing $566 million of the 
$ 59 6 million. 

The Senate Committee's military assistance cut hurts. $60 million of the proposed 
program is for credit sales. The reduction leaves us without money for these 
sales and leaves the balance of the program about $145 million short. Aside from 
five countries on the perimeter of the USSR and Communist China (Korea, Republic 
of China, Greece, Turkey and Iran), only $148 million is allocated to all other 
proposed MAP programs. These other programs (including the Philippines, 
Indonesia, Latin America, Africa and administrative costs) cannot be wiped out 
completely. Thus heavy cuts -- about $100 million, or about 20% -- would have to 
be absorbed by the 5 major programs. 

Other Actions on Military Assistance 

Church Amendment. The Committee adopted the Church Amendment by a 
vote of 12-6 (Sparkman, Mansfield, Lausche, McCarthy, Hickenlooper, Carlson). 
The amendment - -

1. Repeals all authority to make credit sales of items furnished from 
new procurement. 

2. Repeals the authority to guarantee credit extended by private banks, 
exporters, or the Export-Import Bank. 

3. Transfers all assets of the credit sales revolving fund to the 
miscellaneous receipts of the Treasury after December 31, 1967, and 
thereby deprives DOD of funds needed to pay outstanding obligations incurred 
as a result of past credit sales. 

4. Repeals after December 31, 1967 the authority of DOD to receive 
disbursements from the Export-Import Bank which come due under past sales 
to the Bank by DOD of evidences of indebtedness (these sums are needed by 
DOD to pay obligations owed to suppliers on past credit sales); and also repeals 
the authority of the DOD to transfer collections received from foreign countries 
which are owed to the Bank as a result of disbursements already made by the 
Bank. 
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In terms of its impact on the current budget, we would need to request 
approximately $230 million more in MAP appropriations for FY 1968 in 
order to make disbursements for the period December 31 through June 30 
to liquidate obligations previously incurred to suppliers and to the Export­
Import Bank. Approximately $500 million additionally would be needed in 
subsequent fiscal years to liquidate completely existing obligations. 

The Committee action was purportedly directed at restraining but not 
eliminating sales to underdeveloped countries. In the Committee's view, 
adequate authority was left to make sales to developed countries who, in 
the judgment of the Committee, could obtain financing from commercial 
sources or the Export-Import Bank. 

Thus, the Committee action still permits DOD to make sales from DOD 
inventories on terms of repayment of up to three years. However, this 
authority is virtually useless since~) over 90% of current sales are made 
from new production; (b) three years does not provide adequate credit terms 
for underdeveloped countries; (c) the military departments could not be reim­
bursed by MAP funds and hence would have to wait three years in order to 
obtain funds to procure replacement items. 

The Committee action also permits us to make sales from new procurement 
on a "dependable undertaking" basis, i.e., the purchasing country must put 
up the money at such times and in such amounts as we need it to pay suppliers. 
This authority is largely valueless with respect to underdeveloped countries, 
and its utility with respect to developed countries presupposes that commercial 
bank or Export-Import Bank financing is available at reasonable terms where 
credit is necessary, such as in the recent major UK loan. It is somewhat 
doubtful that adequate credit will be available to finance military exports even 
to the developed countries in view of the tight money situation, high current 
interest rates, the limitation imposed by the Interest Equalization Tax and 
pending efforts in other committees to curtail the authority of the Export­
Import Bank. In this connection, it should be noted that a number of trans­
actions with developed countries were financed at less than the current 
commercial rates of interest and that some of these transactions are not 
yet fully financed. 

Finally, with respect to the underdeveloped countries the impact of the 
Church Amendment will be to prevent us from living up to existing commit­
ments (e.g., we are committed to Iran for two more tranches of $50 million 
each at a rate of interest between 5 - 6% on 5 to 7 year terms) unless the 
Export-Import Bank itself directly makes an unguaranteed loan agreement 
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with the country concerned. We also would be unable to provide any credit 
sales assistance in the Middle East (Israel or other countries). Their 
budgetary situation is such that the articles would either have to be furnished 
as grant aid or the Export-Import Bank would have to lend the countries the 
necessary money without guarantee by the DOD of repayment. 

In substance the Senate Committee bill authorizes us to provide assistance 
on a grant basis but not to provide it on terms of credit. 

Africa. The Senate Committee bill tightens the current ceiling of $25 million 
on grant defense articles to Africa by including military sales and training. 
Our proposed FY 1968 program subject to the ceiling totals $53. 6 million --
$21. 2 million of grant defense articles, $4. 4 million of training (about half 
of the articles and training is for Ethiopia) and $28 million of military sales 
($14 million each for Libya and Morocco). The House Committee has not 
changed the ceiling. 

Latin America. The Senate Committee bill reduces from $85 million to 
$50 million the existing ceiling on grants and sales to Latin America. The 
House Committee raised the ceiling to $100 million. 

Other Actions on Economic Assistance 

Number of Countries - The bill limits us to 15 countries for Development 
Loans (our proposed program is 22); Technical Assistance to 40 (our proposed 
program is 41 plus 7 African countries that would receive about $75, 000 each 
in Self-Help Funds); and Supporting Assistance to 10 (our proposed program is 
10). In each case the bill provides that countries may be added only after a 
finding by the President and approval by a concurrent resolution of the Congress. 
Existing law basically requires only a finding by the President. 

These limits not only will give us trouble in our African program with 
Development Loans and Technical Assistance, but should there be a political 
emergency anywhere in the world, we will have no leeway in our Supporting 
Assistance program. 

The House Committee has agreed to the Administration request to strike 
all the number of country restrictions. 

Length of Authorization. We requested two years. The Senate bill gives 
us FY 1968 only and also cuts out the existing authorizations for FY 1969 for 
the Alliance and Development Loans. The House Committee is giving us two 
years across the board. 
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Transfers to the World Bank. Like last year, the Senate bill says that some 
of our Development Loan funds may be used only for transfer to the World 
Bank family. Last year it was 15% of our funds, this year 10%. The House 
Committee leaves us where we are today -- we may transfer up to 10%, but 
no funds are set aside. 

Investment Guaranty Programs. Here the Senate bill denies just about 
every change or increase in authority we requested. It also cuts back our 
extended risk program from 75% coverage of investments to 50%. This 
change, if it sticks, would mean the end of the extended risk program, a 
program that is now very productive, especially in War on Hunger efforts. 
We mobilized strong private support on this one, but a motion yesterday in 
the Committee to restore the 75% figure failed to carry by 6-7. 

The House Committee is giving us pretty much everything we want on our 
guaranty programs. 

Policy Provisions. The Senate Committee struck out our proposed state­
ment of policy and the statement of policy now in the Foreign Assistance Act; 
our proposed sections on the purposes of development assistance and self-help 
criteria; our proposed National Advisory Committee on Self-Help; and our 
prop9sed endorsement of multilateral and regional programs. The House 
Committee goes along with us most of the way, except that they also struck 
out the Self-Help Committee. 

Other Provisions. The Senate bill denies a good number of our requests 
including additional supergrades for the Vietnam Bureau and the War on Hunger 
and Private Resources Offices. They also turned down the amendment to put 
our long-term overseas people in the Foreign Service Retirement System. 
The House Committee has not acted on the retirement question, but turned 
down the supergrade request. 

On Monday Nick Katzenbach., Bill Macomber, Paul Nitze, Barefoot Sanders, 
Mike Manatos and I will meet to discuss Senate floor strategy. 

William S. Gaud 
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Tentative (In $ Millions} ;:).g--b 
Average Reduction --HFAC SFRC Average Appropriation from Appropriation 

~ Category Authorization Authorization A uthoriz at ion Reguest Re guest 
'f-i 

785. al.I 785.ol/ z Development Loans 785.0 774.0 
-~ 

~ 
Technical Assistance 243.0 iil 210.0 226.5 242.8 16.3 

D 
~ . 650. o'!:_I 578.0 614.0 643.0 - 29.0 8 Alliance for Progress 
~ Loans ( 540. O} ( 478. O} ( 509. 0) ( 533. O} (- 24. 0) 

Grants ( 110. 0) ( 100. 0) ( 105. 0) ( 110. 0) (- 5. 0) 

Supporting Assistance 720.0 600.0 660.0 720.0 - 60.0 
General ( 1 70. 0) ( 1 70. 0) 
Vietnam ( 550. 0) ( 550. 0) 

Contingency Fund 75.0 50.0 62.5 31. 0 

Contributions to International 
Organizations 141. 0 140.5 140.7 141. 0 - 0.3 

American Schools and Hospitals 
1r~"'-! 
(..>'~) 

Abroad 14.o'i/ 14.oi/ 14.0 13.9 ::;:l 
_,..., 
~ 

Surveys of Investment Opportunities 2. 1 2. 1 2. 1 2.0 
~.·a.., 

C~;) 
c::;a..:...tt-a 

~,..J',-. 

Administrative Expenses - AID 58.oi/ 55.8 56.9 59.3 - 2.4 
a,.,..!',-,,.q 

~ 
II II State §_/ §_/ §_/ 3.4 C:.,";;J 

(•t=: 

Total Econ·omic. 2, 691. 5 2, 438. 8 2, 565. 1 2,630.4 -108.0 
lllli:'t'J',1'.:;a;.Jllf( 

£ .!;(1>:.:W ... ..,. -__. 

~ Military Assistance2/ 565. 9 391. 0 478.5 596.0 -117.5 ... 
TOTAI.1/ 3,257.4 2, 829. 8 3, 043. 6 3,226.4 -225.5 

Military Assistance (including $84. 1 
million for NA TO Infrastructure 
and International Military Head.-
quarters) 650.0 475. 1 562.6 680.1 -117.5 

Total (Adjusted) 3, 341. 5 2, 913. 9 3,127.7 3,!310.5 -225.5 



FOOTNOTES 

J_/ Total of $785 million includes $600·million FY 1968 authorization plus $185 million existing 
FY 1967 authorization which was not appropriated in FY 1967 and is therefore available 
for appropriation in FY 1968. 

'!!_/ Plus $0. 7 million separate Partners of the Alliance authorizatiori not requested by the 
Administration. 

1) Plus $1 million in Israeli pounds for a girls' school in Israel. 

1/ Plus $3 million in Israeli pounds for two schools in Israel. 

'§_/ HFAC has not yet acted on Administrative Expenses; $58 million assumes an estimated 
cut of $1. 3 million. 

§_/ Permanent authorization for such funds as may be necessary.-

]_/ Not including NATO Infrastructure and International Military Headquarters. 

;l.. - C, ---
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August 2, 1967 

MEMORANDUM FOR THE PRESIDENT 

SUBJECT: House Foreign Affairs Committee Action on the Foreign 
Aid Auth rization Bill 

The Foreign Affairs Committee finished mark-up today. 

----

Doc Morgan did a magnificent job for us. The bill contains almost 
everything we requested. However, Morgan told the press this morning, 
"I expect the toughest floor fight in the ten years I 1ve been handling this 
bill. II 

The report is expected next week, but we have no indication yet 
of when the bill will come up for floor action. 

The House Committee authorized all appropriation categories 
for two years at the levels we requested except for 

- paper cuts for FY 1968 in Development Loans, the 
Alliance for Progress and the Contingency Fund 

- a cut of $30 million in Military Assistance and 

- a cut in Administrative Expenses for FY 1969. 

The Committee did one thing which was wholly unexpected and 
is sure to cause a real rumpus on the floor. It voted unanimously to 
make the existing PL 480 law a part of the Foreign Assistance Act. 
I am told this was done without notice to the Agriculture Committee. 

The Committee also adopted a sense-of-Congress amendment 
calling for the suspension of aid to Middle East countries which broke 
diplomatic relations with us and for a review of aid policy in that 
area. It should give us no trouble. 
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Two potentially troublesome amendments which were defeated in 
Committee are likely to come up on the floor: 

- a Hays amendment prohibiting aid of any kind to Latin American 
countries which acquire supersonic military jets, and 

- a Findley amendment to terminate most-favored-nation 
treatment for Poland unless the President can assure the 
Congress that Poland is not supplying military articles to 
North Vietnam. 

If - and it is a big if - no substantial changes are made in the bill 
on the floor of either body, the major issues for the Conference will be: 

- the number of countries to which various types of aid may be 
provided, and the procedure (if any) by which the number may 
be increased; 

- the authority of the Department of Defense to make credit sales, 
to continue its existing revolving fund and to guarantee Ex-Im 
Bank and other financing; 

- the amount of military aid; 

- whether our extended risk guaranties are to cover 7 5% or 
50% of the investments on which they are issued; 

- the dollar limitations that are to apply to military aid toLatin 
America and Africa; 

- whether 10% of our Development Loan funds can be used only 
for transfer to the World Bank, IDA or the Asian Development 
Bank, or whether such transfers may be made at our discretion; 

- whether economic and military programs are to be authorized 
for one year or for two. 

This list of issues assumes that the PL 480 amendment will not survive 
floor action in the House. ~ 

William S. Gaud 



FOR RELEASE AT 12 NOON (EST) February 9, 1967 

NOTICE: There should be ~ pre1nature release of this Message to the 
Congress, nor should its contents be paraphrased, alluded to or hinted 

... at:,i.n earlier stories. There is a total embargo on this message until 
• fZ:00 noon February 9, 1967, which includes any and all references to 

any material in this message. 

George Christian 

THE WHITE HOUSE 

MESSAGE ON FOREIGN AID 

TO THE CONGRESS OF THE UNITED STATES: 

Twenty years ago, President Truman set forth the basic proposition 
underlying the foreign aid program when he told the Congress: 

"I believe that we must assist free peoples to work 
out their own destinies in their own way. I believe that 
our help should be primarily through economic and 
financial aid which is essential to economic stability and 
orderly political processes." 

This judgment was shared by Presidents Eisenhower and Kennedy 
and by every Congress since the 79th in 1946. It is my judgment today. 
I believe it is the judgment of most Americans. 

Our commitment to assist the economic growth and security of 
developing nations is grounded in the hard realities of the post-war 
world. We know that want is the enemy of peace and hopelessness the 
mother of violence. 

We know that: 

in the long run, the wealthy nations cannot survive as 
islands of abundance in a world of hunger, sickness 
and despair. 

the threat to our security posed by internal subversion 
and insurgency cannot be countered by withdrawal, 
isolation or indifference. 

men - - acting together - - have the power to shape their 
destiny. Around the world, from Mexico to Greece to 
Taiwan, we have seen the energy and determination o! 
the emerging peoples transform our aid into the seeds 
of prosperity. 

abroad, as at home, the true national interest of the 
American people goes hand in hand with their sense of 
freedom, justice and compassion. 

Precisely because foreign assistance programs are so vital to our 
national interest, they must reflect the circumstances of the late sixties, 
not those of the past. They must respond to the ideas which move men 

more 
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in the emerging nations today. They must draw upon the lessons of 
experience. They must take account of the growing wealth of other 
advanced countries. 

The proposals in this message reflect the experience of our aid 
activities over two decades. They emphasize the six guiding principles 
on which our programs must be based: 

1. Self-help - - nations develop primarily through their own 
efforts. Our programs can only be supplements, not 
substitutes. This is the overriding principle. 

2. Multilateralism - - every advanced nation has a duty to 
contribute its sha.re of the cost. 

3. Regionalism - - the future of many countries depends upon 
sound development of resources shared with their neighbors. 

4. Agriculture, health and education -- these key sectors are 
the critical elements of advancement everywhere in the 
underdeveloped world. 

5. Balance .£!_payments - - we cannot help others grow unless the 
American dollar is strong and stable. 

6. Efficient administration - - every American citizen is entitled 
to know that his tax dollar is spent wisely. 

New Directions 

To carry out these principles, !_ propose: 

A ~ Foreign Assistance Act, stating in clear language 
our objectives, our standards, and our program techniques. 

A statutory National Advisory Committee ~ Self-Help, to 
advise the Congress, the President, the Secretary of State, 
and the AID Administrator on how effectively recipient 
nations are mobilizing their own resources under the 
self-help criteria of the Act. 

A statutory objective that ~ least 85% ~our development 
loan funds ~ spent ~a_regional _£E multilateral framework. 

More than l!_ billion in 2rogram.s ~ improve agriculture, 
education ~health, a 25 percent increase over last year. 

A shift in emphasis !!!_o~ aid 2olicy in Africa, to concentrate 
our help increasingly on regional and multi-national projects. 

Sympathetic consideration.£!_~ U.S .. contribution t~ ~~ 
special fund 2!.._ the African Development_Bank. 

~$200 million U.S. contribution~~ special funds ~the 
Asian Development Bank, in accord with the recommendations 
of the Black mission, headed by Mr. Eugene Black, my 
Special Representative on Asian Development. 

more 
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~reorganization of the Agency for International Development, 
to better carry on the War on Hunger and to promote private 
investment and the growth of private enterprise in the less­
developed world. 

My proposals for programs authorized by the Foreign Assistance 
Act in fiscal 1968 will require total appropriations of slightly over 
$-3. 1 billion. Of this, some $2. 5 billion will be devoted to economic 
aid. Almost $600 million will be for military assistance. Funds for 
the regional development banks would be authorized by separate 
legislation. 

The Foreign Assistance~ £f_l967 

Foreign aid now rests on a legislative foundation enacted in 1961. 
This pathfinding statute has served the nation well. But the experience 
we have gathered over the past several years should now be codified in 
a new law . 

.!. propose the Foreign Assistance Act o_Ll 967. 

This Act will contain a clear statement of the philosophy which, 
underlies our programs and the criteria to be used in this Adn1inistration. 
To provide the continuity needed for sound management, it will contain 
authorizations covering two years. Most important, it will provide a 
framework for each of the basic thrusts of our aid policy. 

1. Self-Help 

Self-help is the lifeblood of economic development. No sustained 
progress is possible without it. Aid provided as a substitute is aid 
wasted. 

. Waste is a luxury none of us can afford. The only obligation tied 
to our aid is the recipient's obligation to itself - - to mobilize its own 
resources as efficiently as possible. I will not ask any American 
citizen to contribute his tax dollars to support any country which does 
not meet this test. 

Accordingly, the Act will make i!_ dear that the development job 
is primarily the responsibility _2f the developing countries themselves. 
In no case will the United States undertake to do for any country what it 
should do for itself. Nor will we assist in any venture which we believe 
has received less than full support from the recipient country. The 
United States will insist on the general economic policies necessary to 
make our aid effective. 

We are now applying strict and effective self-help standards. The 
results are evident in the fact that, on the average, each citizen in the 
major aid-receiving countries is saving one of every eight dollars he 
earns. These savings become investments. For every dollar the 
United States and other donors provide, these local sources invest ten 
dollars. 

Still, there is an urgent need for a permanent, ·nonpartisan, public 
body to evaluate self-help performance. 

more 
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Thus, the Act_! propose will authorize the President to establish 
~ Nationa.l Advisory Commit~~ Self-Help. This Committee will 
consist of members fron1 both parties, from the business community, from labor, 
from universities and from other walks of life. It will review and 
evaluate our aid pr.~gramsin as many ~ountries as it sees fit. It will 
examine our progi;_a,msto see whether the recipients are extending their 
best efforts and whether we are making the best possible use of our aid. 
Its findings will be available to the Congress. 

2. Muitilateralism ~ Burden-~aring 

Development is a world problem. No single country has all of the 
resources required. Equity demands that no single country be asked to 
carry the bulk of the load. 

!_propose that the Act~~~ objective that 85% of~ development 
loans be undertaken in ~regional~ multilateral framework. 

This action fits the trend of recent years, as advanced nations have 
increasingly accepted the responsibilities associated with their growing 

··-·--•• -·wealth The combined value of our economic and food aid is less than 
seven-tenths of one J~ercent of our ·national income, only slightly more 
than the average for all advanced countries. We devote smaller shares 
to foreign assistance than such countries as France and Belgium. 

But these figures do not tell the whole story. Our defense 
expenditures far exceed those of all other free nations combined and 
serve their common interest. This burden too must be counted in 
the balance. 

Thus, we must redouble our efforts to get other donors to enlarge 
their commitments. 

3. Regionalism 

Resources know no national boundaries. Rivers flow through many 
countries, tran.sportation and communication networks serve different 
peoples, sources of electric power must be shared by neighbors. 
Economic advance in every part of the world has required joint enter­
prises. to develop shared sources of wealth. 

These facts underlie the growing movement toward regional 
cooperation: 

The Alliance for Progress has transformed the inter­
American system of institutions into a reliable and dynamic 
engine of change. 

Asian initiatives have created the framework for cooperation 
of all kinds. Such institutions as the Asian and Pacific 
Council and the Asian Development Bank are clear evidence 
of the new will to press forward. 

! propose that the Act state that the United States will ~ncourage 
regional economic developrnent to the maximum extent: consistent with 
the economic and political realities in each region. 

more 
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I propose three steps to carry out this policy: 

First, in most African countries, we will gradually shift to 
cooperative projects which involve more than one donor or 
more than one recipient. 

Second; we will seek an appropriate means of responding to 
the recent request of the African Development Bank for U.S. 
participation in a special fund to finance worthy projects 
which are beyond the means of the Bank's ordinary capital. 

Third, we will respond favorably to the request for special 
funds for the Asian Development Bank. Preliminary 
explorations suggest a U.S. share of $200 million, to be 
contributed over a number of years with matching arrange­
ments and balance of payments safeguards. 

These proposals spring from a philosophy of pragmatic regionalism.• 
They reflect the facts of economic life. 

Political unity is neither required nor expected. But the resources 
available for development are too scarce ~o scatter amo~g many countries 
when greater promise lies in joint action. We must take full advantage 
of the benefits of cooperation. 

4. Agriculture, Health and Education 

The fundamentals of a decent life are sufficient food, freedom from 
disease, and an opportunity to absorb as much knowledge as individual 
capacities permit. 

These are the first goals of all -societies.. They must be the first. 
objects of our aid. 

I propose that the Act establish agriculture, health and education 
~o~ primary concerns and that investment in these areas be sub-
s tan ti ally expanded. 

I propose that our investment in: 

agriculture rise from $504 million last year to $668 million 
in 1968. 

education rise from $166 million to $228 million. 

health rise from $192 million to $202 million. 

In particular, we will wage War on Hunger. Together, the world 
must find ways to bring food production and population growth into 
balance. My proposals make clear our determination to help expand 
food supplies. We must be equally ready to assist countries which 
decide to undertake voluntarily population programs. 

5. Balance of Payments 

Our foreign assistance programs rest on the basic strength of the 
dollar and our balance of payments. This Administration will continue 
to see that our a1d programs have the least possible adverse effect on 
our balance of payments. 

more 
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Almost 90 percent of our economic assistance and over 95 percent 
of our military assistance is now spent in the United States. These 
programs serve to expand U.S. trade abroad. They help develop new 
trading patterns. 

6. Efficient Administration 

The Agency for International Development is a sound, well-run 
instrument of public policy. But, like all arms of government, AID can 
be improved. It can add further to its economy record -- a record which 
includes $33 million in -cost reduction last year alone, and a 20 percent 
cut in personnel -- apart from Southeast Asia -- since 1963. 

I am establishing two new offices in AID:· 

An Office of the War on_Hunger to consolidate all AID activities 
relating to hunger, population problems and nutrition. 

An Office of Private Resources to concentrate on marshalling 
private investment and the expansion of private sectors in the 
less-developed world -- the best long-term route to rapid growth. 

Both of these steps are consolidations -- they will require no new 
appropriations or personnel. They will focus the attention and energy of 
the Agency directly upon two priority areas. They are significant steps 
forward. 

Economic Assistance 

Latin America 

For Latin America, I recommend an economic aid program of $624 
million. 

This amount is clearly justified by our own interests and the recent 
performance of our Latin American partners. The program I propose is 
lean and concentrated. Nearly 70 percent of it will be committed in four 
countries -- Brazil, Colombia, Peru and Chile. In each case, we will 
make certain that the amount actually spent is in accord with clear needs 
and meets the strict self-help citit.-.ria of the Act. 

The outlook for a solid return from these expenditures is promising: 

Brazil shows greater economic dynamism than at any time in 
her recent history. She has forced inflation down from the 1964 
high of 140 percent to 40 percent -- still far too high, but an 
enormous improvement. Her balance of payments situation is 
well under control. Agricultural production has been increased. 
Per capita income is up. In general, the economic situation is 
more hopeful than the most favorable predictions of three years 
ago. 

Peru continues its steady economic climb. Per capita income 
last year was $378, compared to $325 five years before. The 
critical job now is to bring more people into the economic main­
stream, while further stimulating the developed coastal areas. 
U.S. contributions will be heavy in the areas of 
education. 

more 
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In Chile, the favorable copper market will make possible a 
reduction in our aid. We will concentrate our help in the 
crucial rural area to increase agricultural production and 
exports. 

In Colombia, economic trends are also encouraging. Our 
contributions will be made through a group of donors led by 
the World Bank. We will concentrate on agriculture and 
education. 

Our program for Central America -- Nicaragua, El Salvador, 
Guatemala, Costa Rica, and Honduras - - is tailored to support 

the Central American Common Market. This Market is 
one of the most promising innovations in the developing world. 
The spirit it reflects has already increased trade within the 
Central America region by 400 percent ·over the past five 
years. We will make modest contributions to the Central 
American Integration Fund to continue and accelerate this pace. 

The balance of my request is largely for the Dominican 
Republic and Panama. It is essential that we maintain 
strong programs in these countries, although they will 
cost slightly less than in the past. 

The vision and hard work of 450 million people in this hemisphere 
have made the Alliance for Progress into one of the great tools for human 
betterment. Its success is by no means assured. There will be disappoint-­
ments as well as achievements along the way. But it is a vehicle for 
the hopes and energies of a continent. The program I propose will carry 
it forward. 

Meetings among the governments of the Western Hemisphere during 
the year may produce further proposals, such as replenishment of the 
resources of the Inter-American Development Bank. Where these 
proposals merit our consideration and support and require action by the 
Congress, I will submit my recommendations to you at the appropriate 
time. 

Near East-South Asia 

For the Near East-South Asia, I recommend a program of $758 
million. 

This region provides the harshest test of free institutions: 

Nowhere else in the free world are there so many people: as 
many as the combined populations of N~rth and South America 
and Western Europe. 

Nowhere else do so many people live in such dire poverty: 
per capita income for nine out of every ten persons is under 
$100 per year. 

Nowhere else are divisive forces so poised to take advantage 
of any misstep. 

more 
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Several advanced nations have banded together, under the leadership 
of the World Bank, to form an Aid Consortia for India and Pakistan. A 
similar group has been formed for Turkey, chaired by the Organization 
for Economic Cooperation and Development. These groups determine 
the share each member will contribute and provide a forum for con­
tinuing discussions with recipient countries. They have served the 
interests of all parties. 

In my Message on Food for India, I proposed that food and related 
aid be added to the agenda of the consortium for India as an additional 
area of assistance in which all donors should join. We will exert the 
full extent of our influence to insure that this consortium becomes the 
primary vehicle for all aspects of development aid to India - - from 
grants of funds to evaluation of performance. 

Despite the shadow of famine and the ever-present danger of renewed 
frictions, the situation in the three countries - - India, Pakistan and 
Turkey -- which will receive 91 percent of our aid to the Near East-
South Asia gives reason for hope: 

India is trying to regain the lead in the race between her 
expanding population and her food supply. She plans to 
double her outlays for agriculture in the next five years 
and to quadruple her voluntary population program. India 
has increased fertilizer purchases by 85 percent and has 
started crash programs in farmland development. She 
has begun campaigns to increase supplies of better seeds 
and pesticides. But Indian performance is not confined 
to agriculture. In early 1966 she liberalized her system 
of import controls and devalued her currency. All advanced 
nations must come to her aid if these hard-won opportunities 
are to be realized. 

Pakistan has an outstanding economic record. Her future 
is brighter still. From 1960 to 1965, her Gross National 

Product grew at an average annual rate of 5. 8 percent 
compared to 2. 5 percent previously; agricultural production 
grew at an average annual rate of 3. 5 percent compared to 
1. 6 percent previously; local private investment grew by 
54 percent; and total private investment was 63 percent 
over planned tar gets. 

Turkey also has a remarkable record. We and other 
Western nations are determined to help Turkey meet its 
goal of self-sustaining economic growth by 1973. She is 
already well on her way. In 1966, her G-ros s National 

Product grew by 8. 3 percent, industry by 9. 5 percent, 
agricultural production by 11 percent, and the use of 
fertilizer by 40 percent. The percentage of children of 
school age enrolled in primary schools increased to almost 
80 percent. 

If it cannot be demonstrated that hard work, coupled with relatively 
modest amounts of our aid, will produce better lives for the countless 
millions of this region, our cause will surely fail. The programs I 
propose will enable us to continue meeting this challenge. 

Africa 

For Africa, I recommend a program of $195 million. 

more 
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Africa is undergoing the historic growing pains of attaining stable 
independence. Thirty-five of her thirty-nine nations have gained their 
freedom since World War II, many in the past five years. The inevitable 
strains are evident in the headlines of the world's newspapers. 

The most hopeful sign of growing African maturity is the increased 
support for cooperative economic enterprises. With 14 countries of 
less than 5 million people each, this attitude is essential for progress. 

Our AID policy toward Africa will: 

encourage the African activities of the World Bank and its 
affiliates. 

direct a greater part of our resources into projects and 
programs which involve more than one African country. 

seek new breakthroughs in private investment in Africa, 
particularly the current efforts by private American banks 
and other financial institutions. 

East Asia 

For East Asia, I recon1mend a program of $812 million. 

Nearly 85 percent of our assistance to this region is directly or 
indirectly related to our effort to block Communist aggression. 

My recent visit to Asia confirmed my deep conviction that foreign 
assistance funds for Vietnam and surrounding countries are just as 
important as military appropriations. They are vital to a successful 
war effort. They permit us to build for the future. 

Most of these funds -- about $650 million -- will be used in Vietnam, 
Laos, and Thailand. The $5 50 million planned for Vietnam is ind is -
pens able to military success, economic stability and continued political 
progress. It will stimulate and support measures to bind the people 
and government of South Vietnam together in a common ca11se. It will 
help to begin the task of reconstruction and development. It will relieve 
war-tiine suffering for millions of Vietnamese. 

In Laos and Thailand, these funds will finance economic development 
and security which will assure that armed conflict will not engulf all of 
Southeast Asia. 

Our assistance to Thailand will be channelled through a new 
consultative group of thirteen donors, chaired by the World Bank. In 
Laos, five other countries will join the U.S. with significant contributions. 

Elsewhere in free Asia, the tide of history clearly favors progress: 

In Korea, the economy is now growing at the rapid annual 
rate of 8 percent. Industrial production is rising at a 14 percent 
rate annually, agricultural production at a 6 percent rate. In 
the few short years since the Korean W2.r, the Republic of 
South Korea has become strong enough not only to maintain its 
internal advance, but to help in the defense of freedom in 
Vietnam. 

more 
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~ Indonesia, the new government has committed its elf to a 
program of economic rehabilitation and recovery. We are 
joining with other European and Asian nations to provida 
urgently needed help to the stricken Indonesian economy. 
We are also participating in arrangements with other nation~ 
to reschedule Indonesian debts. 

The road ahead in East Asia is long and dangerous. But these 
accomplishments are hopeful signs. We will encourage the vital and 
progressive spirit that has stimulated them. 

Military Assistanc~ 

For military assistance, I recommend appropriations of $596 million. 

This is the smallest request since the program began in 1950. In 
part, this fact re·flects transfer of appropriations for military assistance 
for Laos, Thailand, NA TO Infrastructure and international military 
headquarters to the budget of the Department of Defense. 

But this request also represents a substantial reduction. Military 
assistance outside Southeast Asia is now only 45 percent of what it was 
in 1960. 

For the Near East-South Asia, I recommend $234 million, down 
50 pffientfr-;~ 1963. Virtually all this will be used in Greece, Turkey 
and Iran, three countries which have shared the burden of mutual security 
for twenty years. 

For East Asia, I recommend $282 million, all'I].ost entirely for 
Kprea and Taiwan. We will use these funds to strengthen these outposts 
against further Communist expansion in Asia. 

For Latin America, I recommend $45. 5 million, largely for internal 
security and training. 

For Africa, I recommend $31 million, heavily concentrated in 
countries where we have major interests and where there are problems 
of internal security. 

It is not the policy of the United States to provide sophisticated arms 
to countries which could better use their resources for more productive 
purposes. 

It is the policy of the United States to help: 

where we are asked. 

where the threat of invasion or subversion is real. 

where the proposal is militarily and economically sound. 

where it is consistent with our interests and our limited means. 

This will continue to be our policy. 

more 
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The Challenge Ahead 

The programs I propose represent the minimum contribution to 
mutual security and international development which we can safely make. 

There are some who say that even this request should be foregone 
in view of needs at home and the costs of the struggle in Vietnam. 

Nothing could be more short-sighted and self-defeating. This 
country -- the wealthiest in human history -- can well afford to devote 
less than seven-tenths of one percent of its national income to reduce 
the chances of future Vietnams. 

Some would have us renege on our commitments to the developing 
countries on the ground that "charity begins at home. 11 

To them, let me emphasize that I have recommended no charity, 
nor have I suggested that we stray from home. The inescapable lesson 
of our century, inscribed in blood on a hundred beaches from Normandy 
to Vietnam, is that our home is this planet and our neighbors three 
billion strong. 

Still others have grown weary of the long, hard struggle to bring 
the majority of the world ts population out of the shadows of poverty and 
ignorance. 

To them. let me say that we are dealing in decades with the residue 
of centuries. There is no shortcut. There is no easy way around. The 
only effective tools are ingenuity, capital and, above all, the will to 
succeed. 

All of us sometimes find ourselves sympathizing with these 
complaints. All of us are subject to the frustrations, qJsappointments 
and shattered hopes which accompany a supporting role in a task which 
must fundamentally be performed by others. But, in the cold light of 
reason, our responsibility to ourselves and our children reasserts 
itself and we return to the task with renewed vigor. 

I am confident that the American people have not lost the will and 
the dedication which have made them the most powerful and responsible 
nation on earth. 

I am confident that they will go forward into the new era of world 
progress for which their past efforts have prepared the way. 

I am confident that their vision will transcend the narrow horizons 
of those who yearn for a simpler age. 

The proposals I offer today are the practical requirements of that 
vision. To do less would endanger all we have accomplished in the past 
two decades. 

I know that this test shall not find us wanting. 

THE WI-I ITE HOUSE, 

February 9, 1967. 

LYNDON B. JOHNSON 

# # # # 



Walt: 

THE WHITE HOUSE 

WASHINGTON 

Tuesday, Februar-✓ am 

Gaud wants a reaction on this by 
2:00 this afternoon. Francis hasn 1t 
yet read the attached, but will call 
you when he has. 

Charlie Schultze is likely to take 
a similar line. 

Ed Hamilton 



MEMORANDUM 

THE WHITE HOUSE 

WASHINGTON 

- CONFIDENTIAL Monday, February 6, 1967 

FMB:WWR 

SUBJECT: How to Handle the ''Numb er of Countries'' Limitations in the 
new Foreign Aid Bill 

As you know, the President has decided to propose a new Foreign Assistance 
Act. AID plans to describe the new bill as a clarification of the old -- which had 
become hopelessly cluttered - - rather than an overhaul of the program. Indeed, 
the basic authorities in the new bill will be precisely the same as in the present 
version. 

To maintain this position, the AID draft bill contains all of the old Act 1 s 
restrictions ( except the prohibition of aid into Indonesia), even though the Ad­
ministration opposes many of them -- e.g., 50-50 shipping. The question Gaud 
raises is whether the Administration's bill should include t_he worst of the present 
Act 1 s restrictions -- the limitations on the number of countries which can receive 
supporting assistance (limited to 13 countries), development loans (limited to 10 
countries), and technical assistance (limited to 40 countries}. These provisions 
were new last year. They were inserted by the Senate, opposed strongly by the 
House, but finally included in the Conference bill -- with a Presidential waiver. 
The President was most unhappy with them, regarding them as part of a general 
legislative attempt to encroach upon executive perogative s. He made an obvious 
allusion to them in his signing statement in a way which strongly suggested that 
he would propose their removal this session. 

Last month the President waived all three limitations for FY 196 7, approv­
ing supporting assistance programs in 17 countries, technical assistance programs 
in 48 countries, and development loan programs in 29 countries. The Senate 
Foreign Relations Committee called Gaud in to testify on these actions, and 
Senators Fulbright, Hickenlooper and Morse gave him a very rough time. Morse 
told the press afterward that he would propose an amendment to divest the Presi­
dent of his waiver authority. 

In the face of this, Gaud recommends that we (1) keep the limitations in the 
proposed bill, but (2) raise the development loan limit from 10 countries to 20, 
(3} lower the supporting assistance limit from 13 to 10, and (4) plan to make 
waivers this year for a few DL and TC countries. Basically, he feels that this 
approach may appease Fulbright and help to head off an attempt to remove the 
President 1 s waiver authority. 

CONFIDENTIAI.:; 
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My own view is that the President should have a better feel for the 
specifics of this horse trade before he goes along with Gaud' s suggestion. 
The country limitations are indefensible as a matter of policy; the Administra­
tion made that crystal clear last yearo The President should be in the business 
of proposing them only if he receives some clear quid pro quo. Moreover, the 
bargaining situation suggests that the further l::ack we start, the less likely we 
are to end up losing the waiver authority. And there can be no serious argument 
that by leaving the limitations in we avoid opening the provision to further 
amendment; the proposal of a new bill by itself opens it to any and all amend­
ments, and Morse is absolutely certain to try to remove the waiver authority. 
Finally, in the real world it will be harder for Morgan to get his reconstituted 
House committee to knock out these provisions than to go along with the draft 
bill which does not contain them. 

Thus, I think Gaud should be asked to try to swing a deal with Fulbright. 
If he can get a commitment from the Senator to support the bill -- and perhaps 
manage it on the floor -- we would go ahead with a bill including the limita­
tionso If not, we would take the limitations out and adopt the line that the bill 
is a clarification except for the elimination of these serious shackle$'on the 
President's flexibility. I don't think Fulbright will agree to this transaction 
{though there is some sentiment in AID that he will). But I also don't think 
he will soften his attack if we make Gaud' s proposaL On balance, I think the 
President should back away from his earlier position only if there is a 
reasonable chance that he will gain some explicit benefit therebyo It should 
be up to Gaud to prove that he will. 

Ed Hamilton 

- C ONFIB-m-fA-:b-



OFFICE OF 
THE ADMINISTRATOR 

DEPARTMENT OF STATE 

AGENCY FOR INTERNATIONAL DEVELOPMENT 

WASHINGTON 

MEI,, OHAN Urd FOR: Ho;:wra)le 1:Jic,1Jlas deB . .Katzenbach 
Honorable Walt ·y;-_r. Rr)Stt)W 
HonorB.hle Charles Schultze 
Hon:,raule Josepl1 Califano 

Th.e attached n1 emorandu:·:1 to th President deal,· r.ith an 
important issue in be new· aid bill on which I think v e should 
get hir~ views. 

Please Lt :::i1e l'n01.v hovr yon feel about this bjr 2:80 o'clock 
on TueE-~day, Februa:i.7 'l, f-JO that I can get it b t~1e Prec:;ident 
that afternoon. 

\\ illiarn S. Gaud 

DECLASSIFIED 
E.O. 123 6, . .4 

By 
NlJ . 93 -31.:s-
• , NARA, Date ... 7-f3 



MEMORANDUM FOR THE PRESIDENT 

SUBJECT: Number of Countries Limitations in the new Aid Bill. 

The new aid bill' contains many new provisions relating to 

self help. regionalism, multilateralism, agricultur?1development and 

\ 
I 
\ 

the pro1notion of private enterprise. However, in order· to avoid sfopping 

on foo many. toe~'we propo~e to carry over into the new bill quite a 

number of restrictive provisions which \Ve would prefer ta> exclude but 

with which we can live. 

One set of restrictions presents us with a particularly difficult 

problem: those limiting the number of countries to which we can give aid._ 

The present bill 

limits to 13 the number of countries receiving 

Supporting Assistance, but permits you to increase 

the number in the national interest; 

limits to 10 the number of countries receiving J?evelopment 

Loans, but permits you to increase the number in the 

national interest on 30 days notice to the Senate Foreign 

Relations Co1nmittee and the Speaker of- th~ House; 

DECLASSIFIED 
E.O. 12356, Sec. 3.4 
NL' . 2.3- '!>IS 

, ARA Date 'I- 7- 1 => By...-.... -, , 
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limits to 40 the number of countries receiving 
. . 

1_'echnical Assistance., but permits you to increase 

-~he number in the national interest on 30 days notice 

to the Senate Foreigr1 Relations Committee and the 

Speaker of the House. 

These restrictions originated in the Senate. The escape clauses 

were added in Conference~ In their Conference Report., the House 

conferees made no bones of the fact that they disagreed as a matter: 

of principle with restrictions of this sort. 

You ·did not ·specifically refer to these restrictions in your 

signing statement on the foreign aid bill._ However., I believe you 

were ref erring to them inferentially when you said: 

.. ♦-----------~ __ • ...,_ 

"I am, however, concerned over a number of new 
restrictions on the administration of this program 
that have been added to this bill. Some of them are 
much less objectionable thru1 earlier versions con-_ 
sidered by the Congress, but, taken together they 

. still unduly and unnecessarily limit the management __ 
or our f'oreign aid program. 

"The Congress has a clear duty in connection with 
authorization of the program. I have an equally 
clear duty in its execution. Although I am approving 
this bill with these new restrictions in it, I strongly 
urge the Congress next year to recognize the need 
for greater flexibility in the administration of a 
complex program that must be responsive to the 
rapidly changing circumstances of our world. Undue 
restrictions on the form and timing of our actions can 
significantly diminish the benefits we seek from the 

• II 

program. 
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Since the foreign aid bill was enacted you have signed Presidential 

Determh1ations authorizing us to exceed all three of these numerical 

limitations. The Senate Foreign Relations Committee is not happy 

about this - particularly with respect to Development Loans. ~.,The 

Committee held a rather stormy session at which I testified. Senators 

Fulbright, Hickenlooper and Morse stated that in the next bill they would 

tighten up these provisions still further - presumably by elir.n.inating the 

escape clauses. 

Vie must now decide what to do about these restrictions in the 

new bill. vVe can (a) omit them altogether, (b) carry them over in· 

their present form, or (c) carry them over, but change the figures to 

the number of countries to which we propose to give aid in FY 1968. 

Much as I would like to do so, I do not think it would be wise to 

omit them from the bill altogether. Nor do I see any point in including 

these provisions in the new bill and sticking to the present figures. It 

makes more sense to change the figures to fit our FY 1968 program - and, 

of course, to retain the President's discretionary authority to increase 

the numbers in the national interest. If we did this 

we would reduce the limit on Supporting Assistance countries 

from 13 to 10; 

--
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we would keep the limit on Technical Assistance at 

40 countries., and ask the President to make an exception 

I 

of 9 additional countries which we will phase out as soon as 

existing projects in those countries are completed; 

we would increase the limit on Development Loan countries 

from 10 to 2 0, and ask the President to make an exception in 

the case of two or three additional countries to which we 

propose to make Development Loans in FY 1968 but not thereafter. 

I have taU·ed this over with Doc Morgan. At this stage of the 

game he is undecided whether he would rather go into Conference with a 

bill containing no restrictions of this nature., or with one containin~ the 

restrictions I have just suggested. But he is quite content to- have us 

go to the Congress now with a bill containing these restrictions. inasmuch 

as he feels he can readily knock them out in Committee if he later decides 

to do so. 

Messrs. Katzenbach, Walt Ros tow., Schultze and Califano concur 

in this conclusion. We will proceed on this basis unless you direct 

otherwise. 

William S. Gaud 



MEMORANDUM 
- -8EGRET1/5ENSITIVE 

THE WHITE HOUSE 

WASHINGTON 

December 1, 1966 

MEMORANDUM FOR MESSRS. BATOR, ROSTOW, AND CALIFANO: 

Attached, as promised, are my thoughts on new steps in foreign 
aid from program substance to Agency management. I hope they 
are of use to you. 

If the President is to get a real shot at such proposals as these, 
it is clear that he -- or you in his name - - will have to put real 
pressure on Bill Gaud to look at them seriously and thoroughly. My 
notion of proper tactics is as follows: 

1. Rostow and Califano discuss new proposals with the 
President at the Ranch this weekend. 

2. President asks Bill Gaud to come to Texas for brief 
visit (or sees him in Washington if his return is 
imminent. This would be a good idea in any event. ) 

3. President (a) gently outlines his Congressional problems, 
(b) impresses on Gaud the necessity of immediate steps to 
establish close and continuing contact with new and old 
members of Congtess, and (c) asks Gaud for a rapid 
staffing out of as many ideas as have appealed to him in 
principle. 

I suggest this procedure because I think Gaud is entitled to give 
the President his case for the status quo, and; do not think he will ~, 
seriously consider major innovations without direct guidance from the 
top. I may, as often happens, be wrong. 

Ed Hamiifon 

--sE'CRET/SENSITIVE • 



MEMORANDUM 

THE WHITE HOUSE 

WASHINGTON 

aEGRE! Thursday, December 1, 1966 

FOR: Francis M. Bator 
Walt W. Rostow 
Joseph A. Califano 

SUBJECT: Initiatives in Foreign Aid 

Let me begin with my own basic convictions on the state of the aid program: 

1. With some notable exceptions, AID consists of people two cuts 
above the average civil servant, but three cuts below what is required 
to cope with the development problem - - the most complicated single 
problem we face. 

2. With all its faults, AID has managed to put together the conceptual and 
administrative basis of an effective program. No radical change in 
concept or organization is worth its probable costs. (We should keep 
firmly in mind the side effects of the 1961 reorganization -- the Agency 
did virtually nothing for a year, and nothing well for three. The 1961 
shakeup was worthwhile because there was a new and superior philosophy 
to install. That is not the situation now.) 

3. No substantive or organizational changes in the program will revolutionize 
its public image. Except for a few bright young people in the House, the 
Congress is largely ignorant of what is being done and what has been ac­
complished. This is doubly true of the electorate. Best approaches to 
the image problem are: (1) a much fuller flow of information on present 
operations, (2) closer and much more personal care and feeding of key 
Congressmen and Senators, and (3) a high-powered attempt to marshal 
the bread and butter lobbies in favor of the bill. (The first is within present 
Agency capacities; the second would be best served by a short session 
between Gaud and the President; the third we have recommended to the 
President elsewhere. Thus, I shan 1t dwell on these items here.) If we 
do not do these things, no amount of organizational or program change 
will have much effect. If we do, I would bet that the current thrusts are 
fundamentally saleable. 

4. The need for more money in FY 1968 is real. This is no cry of wolf. A 
stable AID budget will stagnate the program - - and cut the leverage it 
provides -- in our major client countries. Despite the Congressional 
problem, this has to be the year to ease off the downward-sloping plateau 
we have occupied for several years. 

-SECRET 
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5. There are, in my judgment, some options which could be put before the 
President as initiatives which would give promise of major improvements 
in the Agency and the program while putting an indelible Johnson stamp on 
both in ways which would help on the Hill. 

My suggestions follow. Gaud has seen none of them. At first blush, it is very 
likely that his healthy skepticism will produce a negative reaction. Thus, they 
will be considered seriously only if suggested from above. My adviae on the 
tactics of presentation are on the route slip covering this memorandum. 

REGIONALISM 

We will have an important string to this bow in the economic integration drive 
at the Latin American Summit. In addition, we might: 

I. Propose an African Development Bank Act. The Bank is in the early 
stages of formation. It has $250 million in .subscriptions -- entirely 
from Africans -- a Board of Directors, a site, and the beginnings of a 
staff. It is precisely the kind of spontaneous regional initiative we want. 
The Africans have not asked for a subscription from the United States, 
but it would be a useful and welcome gesture if we were to offer a modest 
contribution to a special soft-loan fund for projects in health, education, 
and agriculture. It would also be cheap -- say appropriations of $10-20 
million each year for 3-5 years beginning in FY 1969. If we could get a 
public champion of the Eugene Black caliber - - David Rockefeller might 
be willing -- we might manage another love feast of the kind connected 
with the Asian Bank. Moreover, the hard fact is that unless we do get 
involved with the African Bank, its prospects are meager. It would take 
some careful diplomacy beforehand, but with George Woods 1 help it 
should not be impossible to work out an arrangement in which we can 
make a contribution without threatening the Bank 1 s independence. This 
would also put us in a position to hit the Europeans for matching funds. 

II. Announce a major effort to as sure Safe Conduct for Development in Africa. 
The arms race in Africa is growing, ridiculous from a great-power 
security standpoint, very dangereus to fragile African politics and a 
waste of scarce African resources. We know this; we have a number of 
indications that the Soviets agree; and African leaders from Nyerere to 
Bourguiba to Selassie have indicated they agree in principle. The guts 
of our initiative would be an unconditional offer to stop sales of sophisti­
cated arms to African countries if the Soviets, the French, and others 
will agree. We could also announce that our economic aid policies in 
Africa will be very sensitive to the amounts of local resources being 
wasted in large military establishments. We would encourage the 
Africans to band together to develop means of controlling arms traffic 

---sE-eRE T =-
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and to establish regulations on size and equipment of standing armieso 
We might offer to consider helping to finance the administrative costs 
of such regional or subregional organizations. We could urge the OAU 
to take leader ship - - giving that semi-moribund group a new lease on 
life. Meanwhile, we should try to work out with the Soviets the specific 
rules each of us would follow, with or without a formal agreement. (The 
Soviets have already made one informal feeler on this score.} If we 
were able to work something out, it ·would be (1) a major arms control 
triumph in the tradition of the Test Bau Treaty and the Non-Proliferation 
Treaty, and (2) a model for the rest of the developing world. Again, it 
would take a good deal of diplomatic work beforehand. But it is very much 
worth a try o 

III. Propose a study of South Asian economic cooperation. In large part, the 
major development problems of the day - - political economic, and public 
relations - - boil down to visible progress in India and Pakistan, particu­
larly joint progresso It is just possible that we could, after careful diplo­
matic preparation in which the Pre sident 1 s name were mentioned, convince 
the Indians and the Paks to join in a study of possible constructive steps on 
the economic front, beginning with the lowering of tariff barriers. Since 
food is the overwhelming immediate problem for both countries and most 
of their trade with each other is agricultural, we might be able to peg our 
suggestion to their common war on hunger. We might even use broad hirits 
of the value of such movement in connection with our Food for F1eeedom 
programs to both countries. The proposal might also be appropriate for 
presentation to the Second UN Conference on Trade and Development in 
the Spring -- where we will be hard-pressed for other constructive sugges­
tions. (This should not be done before the Indian elections in February.) 

SELF HELP 

I firmly believe that the major problem here is publicizing the current facts. We 
do insist on self help. We do cut off aid where it does n rt happen ( e. g. , Brazil, 
Colombia, India). We are the principal cause of major advances in ec anomic 
policy ( e. g. , India, Pakistan, Colombia, etc. ) . But few people know it. The job 
is to structure the system so that they have more chances to find out - -and to 
testify to what they learn. 

I. Establish by law a National Committee on Overseas Self-Help. This group 
should consist of 12-15 prominent people, perhaps two each selected by the 
Foreign Relations and Foreign Affairs Committees, the Business Council, 
the AFL/ CIO, the American Association of Universities, and the Council 
on Foreign Relations. It should be chaired by the AID Administrator. Its 
function should be to review and advise the Secretary of State and the 
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President concerning our proposed program in each of the nine countries 
which, together, receive 85% of our aid. The Committee reports should 
be classified, but fully available to interested members of Congress. In 
addition, it should make an annual unclassified report to the Congress. 
It should receive as much publicity as possible. The selecting organiza­
tions should be leaned on to produce people who have the time to do a 
serious job. With luck, the Committee could become a considerable help 
on the Hill, as well as a fount of public information and confidence. There 
is a case that its existence would restrict the flexibility of the President 
and the Secretary in the conduct of foreign affairs, but that restriction is 
minor compared to the alternative -- a major reduction in the resources 
available for the principal instrument of that foreign policy in the develop­
ing world. 

IL Make an informal offer to provide full briefings on EVERY proposed program 
loan to the appropriate regional subcommittee of the Foreign Affairs and 
Foreign Relations Committee. These people should be told that their per­
mission will not be asked, but that their views will be solicited and carefully 
reported to the President. Of course, we must make it clear that we often 
have to move quickly and cannot allow this step unduly to delay the process. 

III. Make it known informally that the President has passed the word that every 
AID project loan must be matched by equal contributions to the cost of that 
project from the recipient. This is not a great change from the present 
practice. But we have not succeeded in getting it through to the Congress 
that this is present practice. Thus, we can make some points by putting it 
this way. We can also offer to give any doubter chapter and verse in the 
countries in which he is interested. 

MULTILATERALISM 

Our largest initiative in this area will be the Korry Report push in Africa, where 
the World Bank will get increasingly involved as we bow out of bilateral aid to 25 
countries (except for a small ambassador's self-help fund). This is discussed in 
the Task Force report. In addition, we might consider the following: 

I. Propose a legal requirement that no less than 85% of AID 1 s money must be 
used in a multilateral framework -- where "multilateral" means any grouping 
of donors from an ad hoc consortium to a formal organization such as the Bank. 
Again, this is no great change in the present situation, but it will dramatize 
a little-known fact. 

--BEC.RE"".f-
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II. Make a real push for transformation of the unused European Monetary Fund 
into a source of financing for private ventures (fertilizer plants, etco) in the 
War on Hunger. This is a $350 million pot of money (into which only the 
U.S. has actually paid its share -- $123 million) originally designed to tide 
European countries over short-term monetary problems, but now almost 
totally unused. This proposal is approved in the State Department. It was 
briefly mentioned in Paris recently by Eugene Rostow, but was buried in the 
press. It won 1t be easily negotiable -- the other countries will need new 
appropriations. But is is the only sizeable source of critical foreign ex­
change for the War on Hunger which does not involve the political costs of 
a new appropriation. The key to success will be escalating the issue -- at 
least initially -- from the Finance/Foreign Ministers to heads of govern­
ment. 

PRIVATE ENTERPRISE 

Convene a White House Conference on Private Enterprise and Overseas 
Development. The accent should be a search for imaginativ~ answers 
to the two questions critical to a new Government under stan~"'6f the precise 
factors which influence private behavior <in this Y-~o..l • : 

1. What public policy would indtlce significant amounts of new U.S. 
private investment to flow to each region of the less-developed 
world? 

2. What incentives would be required to induce private U.S. managerial 
talent to get involved with publicly-financed projects abroad? 

It is possible that this would yield nothing but the same old Watson Com­
mittee brand of cardboard prose. If so, we have lost not ing and gained 
a useful gesture. But - - particularly if some operating-level people can 
be roped in - - it might yield some real breakthrough in an area where 
our best efforts have produced nothing of much consequence. 

MANAGEMENT 

I. Announce a three-year program to turn AID into a team of crack develop­
ment specialists. At a minimum, it should include: 

1. A Peace Corps-type entrance examination system which, among other 
things, would insure that each entrant knows enough elementary economics 
to pass a Freshman final exam -- or agrees to begin the requisite course 
immediately. 

~ 
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2. A training program to insure that every professional employee over­
seas has a working knowledge of the local language when he arrives. 

3. Special incentives to continue with part-time graduate work leading to 
advanced degrees, particularly in economics. We might shoot for a 
25% increase in the number of employe s with advanced degrees by 
the end of the period. 

4. Working agreements with a wide variety of corporationsand universities 
through which a steady stream of people with special skills serve tem­
porary tours with AID with the understanding that such experience will 
be counted as a plus in the promotional scales in their home institutions. 

5. Encouragement of regional specialties. 

6. Elevation of the Directors of the AID Missions in the nine largest 
recipient countries to the rank of Deputy Ambassador. 

7. A personal review and out-placing of low-quality staff as ruthless as 
can be managed snort of complete severance of relations with the em­
ployee _unions. As a token of good faith, we might promise a 10% cut 
in non-Viet Nam employment in fiscal 68. (This should be possible 
as a result of the new aid policy in Africa.) 

Congress should be given a definite schedule for these moves and progress 1 

reports at least annually. The AID recruiting drive should get as much 
publicity as possible, particularly at the universities. In particular, the 
Secretary of State should be asked to lend his personal and institutional 
prestige to the campaign for applicants. 

II. Set up a small general staff to the Administrator -- with systems analysis 
capacity -- headed by a new Special Assistant. AID has two kinds of prohlems 
made to order for an energetic, fast-moving group of "whiz-kid" analysts of 
the type McNamara has used to such advantage: (1) standard bureaucratic 
sprawl and constipation, and (2) a great gap between the number of problems 
susceptible to systematic quantitative analysis and the number where it is 
used. (ADP is a virtual stranger to AID, though it should be applicable to 
everything from development plan analysis to keeping track of procurement 
benefits to Congressmen.) Such a group would probably earn its keep in 
terms of pure economy and efficiency -- identifying duplication, excess 
paper work, and inferior staffing. Such people are also often useful in 
keeping the Administrator well armed for trips to the Hill, developing 
vivid and imaginative methods of presenting the Agency story. (Indeed, 
their first task might be the redesign of the AID Congressional presentation.) 

--SECRET 
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But their • task would be to provide the Administrator with a 
needling, trouble- shooting, innovating, internal intelligence -=:.collecting, 
supervisory tool he does not now have and badly needs. I can think of no 
better cure for the aid of stodgy lassitude that now pervades many parts 
of the Agency. 

III. Merge the State and AID African bureaus on the model of the Linc Gordon 
operation for Latin America. This could be announced as the next step 
in the II speak with one voice" philosophy which underlay the Latin America 
move. In my view, the Latin America experiment has worked well and is 
worth trying elsewhere. The time is opportune - - the AID Assistant 
Administrator for Africa is leaving next month and a replacement has not 
been recruited. The African bureaus in both State and AID are far and away 
the weakest units in their respective agencies; a merger might provide 
enough good people to start re building. It would be difficult to a void making 
Joe Palmer the head of the combined operation -- not a very exciting choice 
for a brave new era. But a good deputy on the AID side could probably get 
the job started. (Gaud would oppose this, as would all opponents of eventual 
AID-State amalgamation. I think that issue was largely foreclosed with the 
Latin America merger o) 

If the President decides to do some new things -- or perhaps even if he doesn 1t -­
he should give thought to a personal presentation of the Foreign aid message this 
year. If he proposes enough change, it could be as historic an occasion as the 
Marshall speech in Harvard Yard. It certainly would be the most auspicious 
possible start for the new bill. Obviously, the President must weigh his priorities 
and I am aware that there are many other claimants. Nevertheless, I believe the 
bleak prospects now facing the program make an appearance before a joint session 
to lay out his own vision and plans in the proper ballpark. In my judgement, it 
would be a net plus, in the Congress, in the international arena, and in terms of 
its effect on our Viet Nam posture. 

Ed Hamilton 

SECRET 
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Office could be esta ii.shied. That office could have 
IUlder it• judadiction at1d conuol possibly 3 Ua.bou 
officer• and staff, all under the n.w Asaiatant 
Secretary of State. AU other Foreign Aid liaison 
personnel would be thd.r wn~ azd the congressional 
committees notifie • O:lJ> r a.1 ~n- p1a·,nt of members 
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THE WHITE HOUSE 

WAIBIMOTOR 

~& 
MEMORANDUM FOR THE PRESIDENT 

SUBJECT: Future of Foreign Aid 

Friday, October 14, 1966 
11 :30 a. m. 

I had dinner last night with Gene Black. In the light of our discussion, 
I wish to set down for you thoughts which have been forming in my mind in 
recent months on foreign aid and its future. 

These thoughts are set down on the assumption that the burden in Vietnam 
will not diminish in, say, the next nine months. If it does, we must plan 
how to trap a part of the resources saved from Vietnam for foreign aid 
purposes. But that is an easier matter. 

* * * 

1. To back your commitments to Asian, Latin American, and African 
development, INl!Ml-l'Jll0.,.1-Ge •J.DM•:nt resource_s in . at 
than we hav ,-4 .. araa.1a,u-. The increase required is not 
extravagant; P.j~MN--•~liLtlfflNMIJIJ!f.;::,,ip.~,_~d-..J••• What is necessary is 
that the curve turn upward and continue upward modestly for some time. 

the potential donor countries; 

t ke 
produce this increase in foreign aid; 

-- M~.-.llili~~~CU S. 
effort· and 

to our people, and throughout 

3. Elements for a new approach to foreign aid. Essentially what is 
required is to present with greater political effectiveness what we are now 
attempting to do pragmatically, step by step, Specifically: 
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In fact we have been moving towards a regional 
approach to foreign aid in Latin America, Asia, and Africa. This has two 
kinds of appeal if properly presented. JIIBll.ai•ll•a..Ut, it forces the 
local people to take greater reti•lliiiiifll~~•lltililtllp Ylll-1111illllliP-ll the 
sources of aid more rationally 
to the Congress th 

That is why we can do pretty well with the Alliance 
for Progress, Asian Development Bank, and countries where there are 
consortium arrangements. 

It is the .. half-way house 
we have discovered between endless U. S. leadership in bilateral relations 

o i_>~~•tli.lflllllililMIIIU~QA~Jl.:nd make our aid efforts not merely economic but 
clearly a part of building regicnal islands of order, 

Our presentation to the Congress and to the public should make 
clear that fiQii&.M11A.-1.M~,,•--.a-W11ede' .. ;~m1ie11$.:tM1!'cMJll'ff11!fj@f<-'-._• 

Again, 
o~liitir.il~llimiMIL.illM~ simply true that the loan terms from Europe and 
Japan have been getting softer while ours have been getting·harder. It is 
true that, as we move towards institutions like the Asian Development Bank, 
build up IDA, and use the device of debt roll-overs, the relative burden on 
the U.S. in the development business declines. And, if we can follow through 
on the DAC meeting on the world food supply -- and force others to contribute 
more not merely in food but in chemical fertilizers, etc. -- once again we 
can get a fair sharing of the burden. 

.aa~1neeth .. ~MiJ:OjflltlL<11!'111illliilen 
Our pre sent arrangements 

are wrong in two respects. First, they impose cumbersome administrative 
burdens on the foreign aid program where those burdens are not really 
necessary; for example, in Latin America where the trade and financial 
patterns do not cause significant leakage to Europe. Second, they do not 
deal effectively with cases where trade and financial patterns do involve 
some leakage; for example, with respect to India and Pakistan who tend to 
buy more from Europe, naturally, than they buy from us. 

I won't go into solutions here; but I am sure we should clear away 
the mythology and the underbrush and build a foreign aid program which 
honestly protects our balance of payments where such protection is truly 
needed by measures that really work. I believe it can be done. 
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4. In addition, we must, of course, carry forward and dramatize 
more effectively the four dimensions of the development problem where 
you have left a distinctive mark: 

, which gets more critical every day. 

Measures to enlarge the role of ~Mii~Wl!alN..-!ll:•e.cand the flow 
of to developing nations. 

5. Out of these elements I am confident that we can build a fresh, honest, 
and appealing presentation of foreign aid, adding to it the simple moral fact 
that foreign aid has begun the declining proportion of GNP of the developing 
nations, including the U.S. 

6. To formulate such a program, I suggest: 

a) headed 
by Bill Gaud, to include representatives of the Budget Bureau; Treasury; 
White House (Bator); State (Bowie, whom Gene has already assigned to this}; 
and Agriculture. The group should be put to work under instructions to 
produce this fresh presentation and get it to you within a month. 

b) This group inside the government should be instructed t{iaiiifiiliii#.,. 
which, I gather, is ready to help 

on advice and in persuading:key members of Congress but does not wish to 
take on a big public information and per suasion effort. 

ho constitute the major block to an expansion in 
foreign aid. Larry O'Brien might head such a committee, working with 
Mike Manatos and others who might be appropriate. Gene Black assures me 
he can be recruited for the effort once a strategy and tactics are defined. 
I'm confident others could help. 

~~-M~~~e~~~~~~~~iv_.. _ _._,.,_ 
and put it in usiness. From my experience with Eric Johnston's committee 
in the 1950's, I'm sure this country is full of businessmen and labor leaders, 
church folk and professors, women's organizations and foreign policy groups 
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that would back us if: 

- - we have a program; 
-- we have an organization; 
-- we mean business. 

In February 1958 we had a whale of a team moving. But it got turned off by 
Sherman Adams just because George Humphrey & Co. thought it might be 
effective. It's no substitute for man-by-man work in the Congress; 
but I'm convinced it's an important supplement. 

in 
e 

e) 

now possible and important. It could have a wholesome effect on: 

- - foreign governments; 
- - U. S. public opinion; 
-- the Congress . 

Therefore: 

Set up government foreign aid planning group as suggested in 
paras. 3 a. and b. to report in a month. 

Yes No See me 

anue, 
I believe, 

Set up group to plan man-by-man approach to key Congressional 
figures, with action to await formulation of substantive strategy . 

Yes No See me 

Suggest a first-rate substitute for Linowitz, bring his name to me, 
and plan to crank up that committee by mid-November. 

Yes No See me 

Encourage Black to go forward with his proposed international committee. 

Yes No See me 

{J~stow 



EXECUTIVE OFFICE OF THE PRESIDENT 

BUREAU OF THE BUDGET 

WASHINGTON, D.C. 20503 

1 4 

MEMORANDUM FOR MR. WALT W. ROSTOW 

Subject: Attached Memoranda on AID Budget 

In the rush, I failed to send you copies of two 
memoranda I forwarded to the President yesterday. 
My apologies. 

Director 

Attachments 



OFFICE OF 
THE DIRECTOR 

EXECUTIVE OFFICE OF T_HE PRESIDENT 

BUREAU OF THE BUDGET 

WASHINGTON, O.C. 20503 

October 12, 1966 

MEivlORANDtJM FOR THE PRESIDENT 

Subject: Foreign .!~id Budget Outlook 

As background for your coming trip to the Far East and 
for your discussions leading to the Alliance suntmit 
meeting, I would like to call your attention to an 
emerainq budqet.Problem in economic aid. 

J.. AID received heavy budget cuts this year-~ 
$325 million was cut from economic assistance. Out­
side of Vietnam and Latin America the cuts amounted 
to 25%. 

• 

At the same time .._,,e now face new proa?."ams in Indonesia, 
Philippines and Panama. 

.. 
3. Further increases may be required for expanded programs, 

or to meet commitments in Vietnam and Africa (Korry 
report) . 

. ~. The 1968 funding requirements for India and Pakist~n 
will be sharply hiqher tha;:i in 1967 -- since we ·we:.:e: 
able to fund a larg·e part of this year• s program out. 
of money we saved in 1966. In 1968 we won't havi that 
break. 

5. It will be difficult to accoromodate these and other 
requirements within the budqet plannina target of 
$2.5 billion ·which ·we g·ave AID for 1968 -- this is 
equ~l to the 1967 budget reauest but $350 million 
above the 1967 Congressional approoriation. 



. - .. 
. . 

It is difficult to see how further major commitments 

in Southeast Asia 
. 'in Latin America {as a result of the forthcoming 

"Summit Meeting 11
} 

2 

can be accommodated "Without a sharp increase in AID's 1968. 
budget over and above :th:~ planning figure -- which, as·· I 
·said is already $350 million above t~is year's appropriation. 

In short, we have a major conflict between actual and poten­
tial commitments on the one hand and our ability.to get AID 
funds ·from the Congress on the other. 

In the light of these considerations, I recommend tha~ we 
avoid specific commitments involving increased aid until 
Bill Gaud and I have had the oppcrtuni~v to place the total 
aid picture before you in the context of the 1968 buda-et. 

The attachment lays out the basic AID financing problerns·in 
1967 and 1968. 

Attachment 

Charles L. Schultze. 
Director 
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1967 sitt~tion 

Bud.cot C.-ut look iOC' Eccnarnic Aid 
Fisca.l Jears 1-"1 &.t~d.· lsx,8 

, . 

In tha 1967 bud.set, wo held no.~. for econcxtla aid ( except for Vletnnm) n:{; • • 
the 19""'.J6 level. Within tho sw-.c ~ounli, AID WM to ~bsorb inc.'t'ca.ses ,of 
about $250 Ilill.i.on for your .n01t· in1tie.tives in intern.1-tional.. education.,·~· 
ho~lth,. v..nd Cyrrriculture. : ' 

~ effect of congressional. tJ.ction on the 1~7 a.ppropriationa to~·econanic 
a.id is s~ized es :rollowa: 

(in mllio:aa) 

Prn·ccnt 
lbc.~uced 

Toto.l NOA -·i3·r· 
Less: \'ictn.r.n 
Totcu., exclud.ir~ Vie·~nt0 

Loan: lion-cou:ltr.r J;).roz;r~~s 
(Contribution:. to It\ ten,a\l. 
Ore;nniza.tion~, Ad.."'rl rt.i.stra:Hon, 
etc,) 

Alliance for Pi~r~,~ 

Aid to Africe.., Far J~ast, !~e~!.,b-'1_:~~­
Sou th ,\cit\ ~nd conti."S•ncics 

~ 

* 543 

1,164 

-o-
1rr1, 

210 .. 1~ 
l 

5·" 
~--

6-1, 

876 25i 

In the ft.co o-r the cc cuts, wo now foresee a&ion.s not antici];)o.ted in the buc.~ot 
resulting fr<r.l :recent deci~ione to untl.er'hke n~w 3trcero..,is in Ind.onet.il\, th~ 
Ptu.li!)pinc3, o.nd Rmcr:i~, nnu. fl'o.ftl posdblc .wldi·t;ior~ roquircmenta 1.n Vietr.c-4. 
We C$..."l pl"ob3.bly r.cl~e ends meet ln _ 19'7 only by 

- ~ci'i..~1.."lcine certain 1%7 cow t:..--.cnt;s ( $220 nlillion) for IndS.c\ 
w--.. d· Pu.!dst~~ in fisc~l yef!.r 1966 (al."9aaey accaitJ,")liahcd) • 

... cu-ctL-,,11 back b\,d.gctc<l progr811l9 anti A.e-rorrinr,; n.ction on new 
caz1it;l~··tts, includin.~1 tho ncT .. , initiat1 vco. 

• Dhiftin3 or i'Undinz of cttrtain Victnat.1 Aetivitics to Dc.i'cnae 
end ~ha Gcr.rerr~cnt of Vietna.. --

Ii" we , do no~ t:lke the above c.ct lonn, n Jnni:i.~7 su:tn;lementaJ. Vill hnve ~o . 
Le conzideretl.. 

' ' 
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1968 s 1 tu~.tion 

Our planning tai·gct tor 1963 J:-:Jt\ is ¢2 .~: billion, ebout the se::Kn • 
level ns tho 1967 bud[~t. ..\l.thoup it :J.o ·e.bo·ut $350 millloniliove 
the, actual l9(i(. a.:ppro_priation, this 1n,~rcr .. 9e c.oias not provide 1r;u!!h 
roc-m :ror nm, comml:tm~nts 1 'bctc-~ -

- ve c~~t r~pe:it tho pr.e·fin5...11cin~ ot ln<11a-Pa.k.tsto.n, and 
1 t Vill cost, us over ~00 million more 1roA Ju.st to bold. tbe 
1967 lev--el for theae cou..ntricu. 

- v:i.ctll!lm r:Y1.l.y veil coat JlOJ'• in 1$-68 than the $550 m1lllon 'WC 
e..ssur.i.Cd in the plannintg_ tnrget. 

In ndcli tion., ~ :f'oll01dnr1_ a~~ons, uhi ch maz r,~ge in, totnl. fl"Otl 

$150 to 300 million, are bc:i:.~I di5~-~~.!!!ll 

- Linc Cordon is :propo~ins ad.ditic,nal nmounta under the 
AlJ.ia.nco tor eoucation ~n,l ~ric:ul ture which be w 1uld 
l1ko to ba :r.nncanced a; tha Lat:!.n futerican summit iuaetag • 

.. Re~ent econo:nic rcifor.m \, introduced by Mrs. Oan<lhi, call 
tor additional. U.S. banking in c:oncert with the World r.nnlc 
Consortium. 

• - Eugene Bl~c!-t believes t.bf;t, l.-e s.J:-o ready to and should in­
crease Southeast Asia r,rogro:r.s :1.n 1968t in lino vitb 1t-1ur 
n.."\l tL"tOre Sl)eech of Ap dl 1965 . . ; 

- Higher full-year co3ta ue expocted to1• new prozrmna fc>r 
Indonesia end the Phil 1p.fi.nc~ • 

.. The Korry report, which you recently e.ru>roved, calla tor 
Cl.dditional. n1d to Afr1~&. 

! .·;. 
\ 

2 

.... ' 
I , 



ot11 21s5s 

tau hl).."1 l\SS~ f~r rq ~:1te en ti1~$ l~---.&tos t e~rrmt~ oa for::igu 
&id. Sit;ce thea Joo C&l.1f£ru> M~ ln:&t1uetBd Sill t.~ad to C9t--ablish 
an.¼ ebllil' a. tta~k i\1t-e~ on Fo:·tttin Ai-l f~r ~ l9~7 l~i;i.sl~t!YG pro.gra:s. 
I &1.;g~est tte.t tt~ ~eei!lc po1.n-G-:1 ;nii.t:~d in iU.aa '• .c~~nmit~ are 
~U.cul~lJ P1Ut1n,:nt w, ~~ ~~ti ~st be cond19:-e& by,, tb<t Task 
7or-<.."'"e. 

M* .. t:Y ot t~~ ct·lt1e1e~ of tb~ J'ontlgn t.t.ii p·l°"-.J5.~ cit.,-l 1n l!ike.'il m~­
;-en1!£3 bav~ b>?~Jl rai~~,i 1~ both &.,-+.12os en:i t~tli psrt-1.e~ fo:r s. ms'bey 
ot y~t!t.?-7$.. 1 U&l'e.e, !l<'l~--ava,t' 1 ·t-l't&t ~~ ~u_;;}lt. t;..ot) kn:;;w !it'.)l"~ ebout tt;;~ 'fi-Ovt 
or t-so~.b the tousa ~n-.t U:;~ :;tn t.~ ~(l,,=t t.t,e.t tJ:.e~'ll 43 ►4:·tll~.! !'.)a ::--~ w.;~;;rtt;nt 
1 ~--;-- ... ~---~ ~n - ~ , .. 7~--:;~-~~- •,... 1~~~.~ .. :·~~~~;.~.r "'~~ __ • ...,;-~ 
,.,!'~~u~~':.~a t~<::~:n.H ·~:~i O .. _J,,r.l~ -.1~~ ... H:1_!: ... ,l;~~n _ .. ;. .,:; ~!.~,;-;~--£5• 

a ecl~ful a$.te~r/~"'.:;nt (Jt thr? vl..:~a: in z.,}~h 1.?ll) 
eemiie ~t! the l{.:tt,;Ule ~i fvr-il1~n nu; e.ait 

...... ~e,rofu.l t:o:O!a1•1f!rM-1on ot the a~~ht:t-~ot.1~-e ~o1nt• 
C":3t~1~e-i in l'tilr.:O '.a ~U•~i'~".1.lln •. 

~~1.i-j -

(~igned) Charles L. Schultze 
Charles L. S:~~u:.. ~za 

l)irector 
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THE WHITE HOUSE 

WASIIINOTON 

Sep~ember 26, 1966 
Monday - _11:50 a.m. 

MEMORANPUM _FOR THE PRESIDENT 

'FROM: k ,, -~ 
Mi e Manatos ///. /;J.c 

It has come to·my attention via the grapevine that even our friends 
are becoming" increasingly concerned about Foreign Aid. I have 
it on g·ood authority, for instance, that in an "off-the-record" mood 
in Committee recently Sem.:..tor Pastore· was highly critical ·of aid 
.to many of the emerging African Nations saying that it's impossible 
for· him to defend some of our requests on the Senate floor when he 
has doubts in his own mind.. I am trying to get a more informative 
reading of that meeting. • 

For several weeks I have discussed Foreign Aid with friendly 
Senators, staff" people who a.re our friends 1 and some of those 

• engaged directly in the liaison end of. the program. _Qut of this. 
have come certain views v,hich I submit in the hope they will provide 
a dialogu~ which could possibly reshape our AID program ancl make 
it more palatable to· Congress. These views are not mine alon~ but 
represent the thoughts of seasoned observers. 

Probably. the mo_st tellin_g argument against Foreign Aid is that 
it is so fragmented that-it is impossible to ascertain either the 
full extent of _or the total expenditures· which go into foreign 
assistance. These argume~1ts, used e:ffe·ctively by Otto Passman 
{who claims 16 agencies no vV involved} and Wayne Morse, include, 
the Peace Corps, P. L._ 48), various banking and lending agencies, 
AID and the Department of .-.J~fonse. ,, 

It is our judgment that the best we:,y out of th~s problem is to gi~~, 
Foreign Aid a "new look. 11

• This might be accomplished by: 
• 

{l.) Appointing an Assistant Secretary of State for 
• Foreign Assistance Coordination charged with 

pulling together all facets of Foreign Aid into 
one office. 

{2.} Instead of Congressional Liaison efforts carried 
.out by AID, State and Defense (with the temptation 
of. each ~o undercut the otne·r. in playing on Congres~ 
for funds} one For_eign Aid Congre_ssional Liaison 

r-./; •· .. • • •. f'~ ·_;_ ... -~ ·A·.: .. ? ... )::t(J. •• 
: J,, • i\ • '-{\ \ (. ~ '• ,~ •. • •• ••• •• • V 

Io 

• ' !i-< . {)t~~ .. A;~!:' •~j:" tl._l • g" ~ )•··• ~ 

. \ ~::✓ ._:(.,('/•"-.;"'.l''(c:l.•.:>.}J .. --
· ... 

l\ -~; 
V • [;ji 
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Office could be es~ :i..blis :1~d. That office· could have 
under its jurisdicLon a:1d control pos_sibly 3 liaison 

.. officers and staff, all ~14cr the ne,w Assistant 
• ·.: Se~retary of State.. All other 'Fo;-eign Ai'd .liaison 

personnel would b<: withdrawn,\ and the congression~l 
commit-tees no.tific,cl .. One real complaint of members 

. ~!-Congress is _tha: a- half..:dozen liaison people will • 
. call them on, the s:~me Fo_reign Ai~ bill, _q.ll 'from 
•. different agencies, fylachinery could be estaqlished 

which would insure rep=.:esentation -at staff level' at .. 
State of proper inc:i viduals fro:n ag'en·cies. concerned 

.·with every facet _of Foreign Aid, but that agency sta££ 
• would not work the Hill.· 

The President 1s F,)reign Aid message shoula 
encompass all elements of Fo·reign Aid now 
looked upon as such by Congress, regardless 
of the agency administering the program; 

• -Prope~ly explained t<? the Congress, this "all 
my eggs in one basket" could better be sold 
even though initially the bas_ket might appear 
larger. 

{4) The new Secretary would absorb AID under 
.instructions from ·..:he President to submit new 
Fore~gn As sistanc•.! legislation rather than to 

. request additional amendment 6£ existing law . 
. Wayne Mo·rse s·eer:.1s to get·mileage out of this 

I argument . 

• (5} It is becoming increasirigiy. difficult to equate· 
·.··Military Assistan_c~ to the mutual security of 

(6). 

. the .United States, the argument being that this 
kind of assistance· to Latin .America and Africa, 

: for- example, does no s:u,ch thing, or 'does very 
little. 

Serious thought should .be given to reducing the· 
number of ~ountries receiving grant military 
assistance, probably to· not more 'than 10 in 
number. These ·should be countries on the 
periphery of the Sino-Soviets \Vhich can not 
maintain large military establishments_. 

(7) • Eliminate grant milit~ry assistance to Latin 
America and Afric.1. • --
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(8) •. Charge against th~. b_udgets· of ~l~·e servi,ces 
• utilizing foreign r:).ilita~7 b;;l,ses the rental 

pri'c~ charged u~ - Rota into th~ Navy budget,.' et~ . 

··-(9)·. Trans.fer the enth-B remaining. military assi~ta.nce 
·program: into the 0. 0 o D. bu~get by amending 
'l'itle 10 of the U .S~ Cocle. This would give the 
Armed Services Comn:ittee jurisdictio_n .. 

,. 

. Such a transfer ~:.mld 1·emove the_ guilt:,;,by-association 
abuse that the rest of the l'oreign Aid program takes at the 
hands of critics over incid mts like Gypi·us {Greece•Turkey), 
India~Pakistan, the _Latin l'i..merican coups, etc . 

.. 

.. 
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DEPARTMENT OF STATE 

AGENCY FOR INTERNATIONAL DEVELOPMENT 

WASHINGTON 25. D. C. 

OFFICE OF 
THE ADMINISTRATOR OCT 6 1966 

MEMORANDUM FOR THE PRESIDENT 

SUBJECT: FY 1967 Foreign Assistance Appropriations~ 

The Conference on the Foreign Assistance Appropriations 
Act for FY 196 7 met this afternoon and completed its work in 4.5 
minutes. 

The amounts appropriated for Foreign Assistance Act 
activities, compared with the budget requests, are: 

Economic 
Military 

TOTAL 

Budget Request Appropriation 
(in millions of dollars) 

$2,469 
917 

$3, 386 

$2,144 
792 

$2, 936 

The $2, 936 million, which is the same total as the Senate bill, is 
the lowest appropriation for foreign assistance since FY 1968. It is 
clear fr.em our talks with Senator Pastore that if the House conferees 

Senate bill),cofil~ h~one better. ~ • -!:_j/r,;;'f 
had tried harder (the House bill was $110 millio~f than the 

We are particularly sq ze in fou ap roW~n 1 ...... 1111"-~ .... ~ 
categories: 

Development Loans 
Supporting Assistance 

(including Vietnam) 
Contingency Fund 
Military Assistance 

Bude:et Request Appropriation 
(in millions of dollars) 

$665 

747 
70, 

917 

$500 

690 
.jl35 

792 

LIMITED OFFICIAL USE 
l.. ll 
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One other item of significance. The conferee■ agreed 
(a) to amend Section 205 of the Foreign Assistance Act of 1961 so 
that it will perm.it -- rather than require -- the transfer of 10% of 
Development Loan funds to the World Bank family and (b) to drop 
the annual prohibition in the Appropriations Act on the use of loan 
funds for transfer to the World Bank family. 

William S. Gaud 
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