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Calendar No.566 /- -
b e H R 7885

[Report No. 588]

IN THE SENATE OF THE UNITED STATES
Avaust 26, 1963
Read twice and referred to the Committes on Foreign Relations

COoroper 22, 1063
Reported by Mr, Forermnt, with an amendment

[ Sirike ont all after the enncting claus=e and insert the part printed in italic]

AN ACT

To amend further the Foreign Assistance Act of 1961, as
amended, and for other purposes.

Be it enacted by the Senate and House of Representa-
tives of the United States of America in Congress assembled,
Fhat this et py be elted ne the “Forelen Assdstanee et
of HH

PART |

Sge. 101, Chapter 1 of part I of the Foreign Assistance
B Act of 1061 as amended; is hereby redesignated “Porzex’
st seetion 104; which relates to short title; is hereby
10 geleted:
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6L a5 wnended; which relates to stabement of polieys is
srtterteded e follows:

ek i the dast sentence of the severth paengenphs stethe
atel bisert in Hen thereof “shall enphusize longrange de-
following
thort eneds proseem of wssistenes nder His paet b i
isteped 1 sheh a ey as il est effectively enrry ot
tion of funds for sueh program shall be necompanied by a

S the purposes of sueh prograsm;

A the prrities sssisned toosaeh prarposes sand
wiiel will be ndhered to in the administation of sueh
PEOEFH

fe) Fhe cighth preagraph is amended to rend as fol-
Jowes

“It s the sense of the Congress that in the administr-
tion of these funds mrent attention and censideration showld

B 0 =1 & @ = W b

10
11

13
14
15
16
17
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3
be siven o Hrose cottries which shue the siew of the Faited
Bates on the world erisis amd which do not; as & vestlt of
to militery oF propagaids elorts divected neninst the Eited
Biates oF ppwinst other eountiies reeeiving wid nnder this
following:

2l s the sense of the Comsress thnt in the ndministen-
tion of progrs of assistenee thder chapter 2 of this part;
exery prssthle preestion ~honbd be pnhen o nsetiee that snels
feedstrter 15 Het diverted o shoFrern cergseney trrposes
oF military prrposes) or #ly other pirpose ROt essential to
H is further the sense of the Congress that short-term emer
geney purposes sueh ns these referred to in the preceding
Eamdl which are eqpipped to condition nesistanee one ibn-

4ot The fiest sentenve of the ot preneraph b smended
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) Bnmediately after the st sentenee of the last pare-
Congress urges that other industrinlized freeoworld eountries
of thelr mssistnnee so that the burden of the eomrmon nnder-
ki whieh is for the benefit of all; shall be equiteldy borne
by a2

Spe: 105: The sceond sentence of seetion 201-{h} of
the Foreien Assistance Aot of 106k as amended; which
relates to eonsiderntions to be teken inte aeeount in making
lonns from the development loan fund: is smended as
fortlnay s

i) Birike ont elauses 1 and 42) and insert in lien
theseol the fullowine: 21} whether fSnnreine conld be ob-
tained i whele or in part from other freeavorld sourees on
rensonable terms; inelnding private sourees within the Enited
Rites: {2} the eeonemie sid tecliien] soundnoss of the
aetivity to be finaneed; ineluding the eapseity of the reeipient
cothey to repey the lean st rensannble pate of nterest™,

b} Birike ont “andZ at the end of elanse {6}

e} Fusert brmedintely hefore the period at the end of
selt seroind sentenee the following: % and {79 the eeonomie
development plans of the requesting eountrys which plans

& )

D 0 =3 o

s K 8 B

b

privnbe enterprise and ehide nre oabesis of ewrrent i
ard mmnterind resenveess tosether with s prejestion of the
witimnte ebjectives of the plans with respeet to the everall
eeettorn e developiat of sieh penptry
of H6E as mmerededs wdich pelates to stherbmtions for the
Pevelopment boan Fuomk s omended by inserting bnmedi-
ately before the peried at the end theveof the folowing:
=2 Pigisieded feertlor: Thats i order to effeetunte the purpeses
e provisiens of sectons 12 200 G0h and 602 of this
Sretr ot less than D0 per eortin of the finds spproprinted
prsiannt to this sibseetion {or the fsonl venr ending JTune
B0k A6 amd e S0 HGG pespectivele sl be pvaitnbile
enly for loans muade for parposes of eeonomie development
Aot of 1861 s prmended; vhich relates to interest rates on
desploprrent Jopns s wmended by Tasorting inmedintely
pfter “in ne evenis the followings Zless than 2 per eerhim
PeF fiti BOF -

Bre: H06. Seetion 202{n); which relntes to authoriza-
tiom, is amended by siriking out “ond $1:506:000,000 for
in liew thereof 5 $1,500,000,000 for the fiseal year 1063;
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for eaeh of the nesi two saecpeding fisenl years™s

S0P R THEN

Sgen 00 Fide Hoof ehmpter 2 of pret b oof the Foreien
Assistner et of HGL s mmended; which relates to
devetopttent st pind techisten] vouperstions B mmended
as follows:
is rbettebod—

A b strikinge out “and” st the end of elase {5}
423 L nserting innnedintely before the period st

Hie crd of the covond sentenee e dollowdies =5 and (54

whether such aetiviiy: conld be finnnced throngh o de-

weloprent b aveilnlde wnder Hide 3 oof this chaprer—

e b seeren 2L whieh relnies b anthorsrtions
SHOGAT e SRPTOOOOU07; respreetivelvs

fed Sl weetien 2k wdhdeh selptes o Anerienn

to other funds svailable for sueh purpeses; fands made

available for the purposes of seetion 24 for™ and suh-
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elen erreneies aeeriine e the Hated Btates Govern-

ment wnder any ek for purpeses of sabscetion {a})

et Fhere i hereby snihorized o be pppropeinted o
seettor; not to exeeed $2200:000 shall be ovailable for
2000000 shall be available selely for the puwrehase of
el e e

B b B BEE of ehsper 2 of peet b oo the Forehen
Fetiettt gtnestities isooended as felliess
bbb e fedberne a2

sert Sddetermined  withomt pesned to ane shares in

uggregnte less thun & per centin of the total of issned
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and subseribed shave eapital: required by law to be held
by persens other thai the parent corporation)—
{2} T prrageaph 1) strike ont “R15300,000,0007
{3} In peragraph {2} shike out “$180,000,000
in the third previse and substitute “$300.000.0002
{4} In paragraph 2} strike ont “19642 in the
b} Amend seetion 292{a}; which relates to general
provisions; by striking ent “seetion 22H{h}” and substi-
{e)} Amend seetion 222(b); which relates to general
provisions; by striking out “section 221(b); in both places
H nppesrs and sabstitiiing Ssectons 22-h) wnd 2245
{d) Amend seetion 292{d); which relates to genernl
previsions; to resd as follows:
gaaranties issned under seetions 221{b} and 224 of this
part, seetions 202(b) and 4H1B{bH4) of the Mutual
Seensity vet of 10545 ns amendeds and seetion HHHI)-(3)
of the Beonomic Cooperation Aet of 1048, as nmended fex
clasive of informational media guarnties) shall be paid frst
out of fees referred to in seetion 222(b} os lone as such fees
are available; and thereafter shall be paid out of fands; if any
realized from the sle of eurrencies oF other nssets nequired

0 o =1 @& @0 b W b3

@ B B B

14
15
16
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1 connection with any payments made to diseharge Labilities
sl Hiepeptier shindl b paid ot ob biids besctodore appee-
printed for the prepose of disehargine lnbilites under the
shoretterioned sinentites wnd Heresfier ot of Py rend
e fromt the sade of potes bsned wder seetion SR H4)
5 of the Mutunl Beenrtty Aot of 1545 s amendeds and
seviirt e ob the Beateiie anpernrtion e of
P ws mmereleds and fnadle out of fands hevenfter pmde
peesvisions to rend s followss

“AHop A mmrnnties issied prior o didy b5 Hot; el
of the Mutinl Seenrity et of 4054 ne mnendeds nnd ol
sunrties heretofore or herenfter issned purstont to this
tithe shall he considercd vontingent obligntions breked by
the full fnith and eredit of the Govermment of the Hroited
shrpettetitioned conptes feselsive of informmtionnd medis
for the purpeses of this e shall constitite n single reserve
for the procanent of elibins b seeordinee with seeton 222 (b
of Hhis prret”

I.R. 7885——2




10 11
1 48 Amend seetion 222 by adding at the end thereof the 1 {2} In subseetion {e) strike out “cconomienl? and
3 “lo) I making n detemmination to isswe n uRERREE 8 i b subsection (£ strike ont “Ageney for Tnter
4 under seetion 224-{b); the President shall eonsider the pos- 1 netional Developments and substitite “ngeney primarily
5 sible ndvere effect of the dolar investment wnder sueh | 8 responsible for administering part 15
6 enmmnty npon the balance of payments of the Fnited 6 {b) Heeten 252 which relntes {o nuthorigation is
T Siates= T amended as follows:
8 {2} Amend seetion 224 which relates to honsing 8 ) In the first sentence: shrike oub “fisenl venrs
9 projects in Tatin Ameriean conntries; as folows: 9 1963 throngh 1066; not to exceed $600-000.000 for
10 {1y i subseetion () strike ont “S60:000:000% 10 caeh sueh Gsead yearl and insert in lien thereof “fisenl
11 and substitite S5150.000,0002 Ho o yens 1063: 1065, and 1966; not o exeeed $600:000,000
12 {2} Surike out subeetion o) 12 for eneh sueh fiscel yenr; and for ue beginning in the
13 FREEE bR FOH B R H b s 18 fistrd wenr L Hob o exeeetd SHAHHHHHOHS
14 Spe 409: Bite VI of chapier 2 of part T of the Lorcign 14 (25 Tnmmedintely nfter “19632 the seeond tme it
15 Assistanee et of 1964 as mnendeds whieh relates o the 15 et thereis et the folowing: “and it o exeped
16 Adlinnee for Progress: is amended as folows: 16 $100.000:000 of the. funds appropsated parusnt o
1T 4a) Amend seetion 254 which relates to genern) : M this seetion for wse beginning in fisenl yonr 106422
18 antherity; as folows: 18 {6} Seesien 252 which relates to. autherisation; is
19 {3} In subsection {b)s amend the next to the Jast 19 amended by adding at the end thereof the following new
20  centence thereof by inserting immedintely after Sreason- 20 centencer SIn order to effectunte the parposes und provisions
21 able terms? the follewing: “finclading private sonvees L o6 seetions 102 951 601, and 602 of this Aet; not Jess than
22 within the Lnited States)s the eapreity of the recipient 22 50 per ventum of the loan funds appropriated prruant to this
23 countey to sepex. the lonn at o reasomable mie of B cection for the fiseal years ending June 30 1065 and June

24
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Fieomit =

af B s amtendeds adiieh pelates i interntiond oreani-

af F64; s wietnleds wlieh relries o sipporting sssistanes;

of F96d s mmendeds whieh relibes to thie coptingeneys finds

respeetively:
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PARTE
Bﬁhﬁf‘ﬂiﬂ‘ ‘:I:—Feﬁm
Ske: 204 Chapier + of part H of the Foreign Assistance
et of 1064 s amended; is hereby redesignated “Porrex
and seetion B0k which relates to short title; is hereby de-
btk
BEe: 202; Chapter 2 of part 1L of the Foreign Assist-
whee et of H061; as nmended: whieh relates to militney as-
{i) i seetion G0Ha); which relates to anthorisations
i i seetion BHO{a); which relates to speeinl antheor
ity strike ot “H0632 in the first and second sentences and
e} b the end of sneh chapter; add the following new
et
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spaitt basis o nhy connbey i Adrens exeept for hrternal

Abath) of His ehinpres—
PARY HY

of FH6E s mmmendeds which relntes to encotrmaement of pri-
) Strike ottt Sand” b the end of prengeph 3}
Hh} Birike ont the period ot the end of presermph (4
e vt the end thepeof ndd the folowing new pree
eraphs:
o eetpols of prebnie Becestied abeh diseribery o
verr wenthable pestirees essentind o erente pew wendths

etnplovment mind prodiuctiviy in these eountries and

10
11
12
12
14
15
16
17

15

15
otherwise imprir the elimnte for new privete investment
b those oo
et of HB6E as nmended: which relates to completion of
Pl i eost estimates; is minended by steiking ont “eirenlns
A7 of the Burenn of the Budeet? and substituting “the
of 16t as wimended; which relates to completion of plans
“fet Fhe President shall establish such procedures as
he mny deemn neeessary to assure o the maximmm extent
practeable wll contraets for constrietion entside the United
sthjeet to subsection o) of this seetion shall be made
of $061; ns mmended; whieh relates to prohibitions against
Fremishing assistanee to Cubas is amended as follows:
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Aot shall be used to make amy voluntary contribution to
cets of ceonomie of technieal assistance to the present Hov-
ernment of Cuba

4o} At the end thereof add the following new para-
wrtiphs
he furnished ander this ket to any sovermnent of Cibus nor
chall Cube be entitded to receive any gquotn nuthoriging the
importation of Caban sugar inte the Enited Stades oF to
inken nppropriste steps necording to internntionsl law stand-
ards to retnen to Enited States citizens; aid to entities not
witizens: oF to provide equiteble compensation to sich eitisens
wid entities for propesty tuken from sueh eitizens and en
fities on oF sfter Jmmary 4; $950; by the Gevernment of
b

S43) No funds authorized to be mude available ander
this et fexeept nnder seeton 244 shall be wsed to frenish

17
1 priste steps; nob lnter than 60 doys abter the date of enne
2 pent o the Forelsn Ssststnee et of JH65—
3 S b prevent ships oF sircen Hhder s pegistey
4 Feoth tenbsprertitee o b fother Hin to rtbed D

T S iy Herns whieh ares for the prepeses of
8 tithe 1 of the Mutnl Pefense dssistanee Control
q et of 490 as mmendeds pEms annotiben aned
10 Hipheients of Wars mtote eHOPEY Hinterins pedios
1 Jotit transporintion materins of strrtesie vedwe; o
12 itenis of primaey shentegie significatice nsed in the
13 peerbteten ob pite i e i Srpderenis of
14 With; OF

16 wodities:

17 so doms nee Catdin ds soverned b the Costen sesires nid
18 B b prevent shipe ol sirerndt ander b pesistey

19 PRk BrrbepoEE e nhe el mnierinds or eedne

20 menhities frem Cobn fother than Bom Eaited States

21 istadlations i Coba) so dong as Cubn s governed by
ILR. 7885—3
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anee; 19 amended as follows:
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Spe. 306 Seetion B0 of the Pordign Assistanee Aot
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“41) the United States;
or any other Aet; oF
“43) any eonntey to which sales are made under

At of 1054
wntil the Predident deternines thet such miliner offorts or
prepurations brve ecensed and he reperts to the Congress
that he has seecived nesummnees satishietory to him that
sueh military efforts or prepaeations will not he renewed:
This restriction may not be waived pursuant to any au-
therity eontained in this Aek

“fi} Ne nssistance under this Aet shall be fusmished to
Indenesin nnless the President determines that the furnish-
inise of suels pssistinee s in the nationnd interest of the Enited
Cranintior e the Mroprintion Conmitier of the Sermte
sk the Spenker of the House of Bepresentitives fubly nad
crprenihe formmd of sy nesisbriee Srnished o hidonesin
under this Aet:

“fhy Fatil the enschment of the oreign Assistance
Aet of 1064 or other general legishtion; during the enlendar
out progeams of assistance under this Aek no assistance
sholl be furnished under this Aet to any country for eon-
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President to waive the provisions of this subseetion
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after December 34 1064; to the sovernment of auy Joss
developed eonntry which has fniled to enter itto an agree
wment with the President to institiite the ivestinent Suaraity
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The President shall keep the Foreign Relations Comnittes
Speaker of the Honse of Representatives flly and enmrently
informed of pssistanee funished under this vet for the

1}'

-

2 conntries; inclidine speeifienlly the mamberss of sweh enter
3 prives; the bypes of sneh enterprises; and the loentions of
1 el enterprises:

5 ) No assistanee chall be furniched under seetion
U 204 2 er 251 of this et to the severmment of any
T contey which does not niree o perriit sieh reviews; in-
8

D any requite for the purpese of ssveptnining whether sieh

10 pesistanee is beine administered within the pecipient eountey

I 4o enrey out the pusposes for which it was frsished-2
13 Spe. 302 Chapter 2 of part H of the Foreion Assis-
14

st et ek G g nbetsrbeds s hieh pehites b selibeieten-
15 Hhve prreeisities i arpessbed e fotloaeas

16 b Amend seetion G240 which pelntos to stattory offi-
1T epps ns follows:
18 ) In subsection {0)42) soike ont Sewo shal

19 have the rank of Peputy Ender Secretaries” and sub-
stitte “one shall have the rank of Depnty Under Seere

1 T
29

42} In subsection {ald3) steike out Sninel snd
23 siibistitute “tepll



e W bk e

S o =1 & On

10
11
12
13

R 8 B B B

22

{3} In subsection {h) strike ont “paragraphs {2}
{b) Amend seetion 626{h)s which relates to experts;

eon=nltants; and retired officers; as follows:

{2} In the seeond sentence sirike out “Nor shall
stieh serviee” and substinte “Service of an individunl as
aR expert or eonsuliant under subseetion {a) of this
{ed dnoseetion 63 which relates to misdions nml steffs

eitisen whe is not an emplovee of the Enited States Govern-
Rtrbes Crovermiemt cplovee to serve e Cliarimn of the
mittee thereto of the Dpmaiantion for Keotome Coopetation
and Development upen election thereto hy members of said
Committee; and; i his diseretion; muy terminate such wp-
of law: Bueh person may veceive sieh compensation and
pHewstiees nsowre mtharized b the Farelon serviee At od
H46; ns amended; not to exeeed these sutherized for n chief
of mission; elass 2, within the meanine of said Aet; as the
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President mey determine: Sueh persens may also; in the
fisites available under this et to ehiefs of speeial missions
st

td) Amend seetion 635; which relates to goneral anther-

i} Any cost-type contract or agreement -{ineluding
grants) entered into with o university; eollege: or other
edueational institution for the purpese of ensrying ont pro-
grains authorized by part T mey provide for the payment
afﬂwﬂbuma%kindimﬂmﬁaﬁ{m&duﬂivmiﬁgﬂege;
or other edueational institution on the basis of predetesmined
fixed-pereentage rates applied to the iotal or an element
thereol; of the reimbursable direet costs inenrred

fe} Amend seetion 636; which relates to provisiens on
Hses of funds; by adding at the end thereef the follewing new
President shall take ol approprinte steps to assure thet: to
meet the eost of contraetunl and other services rendered in
conjunetion with such programs; and {2} foreign eurreneies
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of 1961 ss smended: which relntes to definition of defense
sorviees; I8 amended by hiserting Sinelading  orientntion”
of 1064 we prendeds shich relates to unexpended balaneess

bnlinees of fands mnde weailable paesirst to this Aol the
Mutunl Seenrity Aot of 154 as mmendeds or Pablie Taw
S6-736 nre hereby nutherized to be eontinued nvailable for
any tite be consolidated: nnds in nddition; may be conseoli-
dated with approprintions made available for the sme gen-
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Bre; 40b The et to provide for assistanee in the
developtient of Lrdin Adnerien aind it the reconstruetion of
HB: 042 w4t seq)s is armended as follows:
fi b oseetion 2 sirike out SS000:000:0007 and sub-
Peveloprient nnd Assistanee Aot of 18047 a8 amended; 9
arnended to read as follows:
“ff) obtain retes of exchange applieable to the
sbe ol e s e ander ek porecents which e
st b frovesdide than the hichesdt of exchange eates
Josnbhe ehiainsble feons the Government oF ageneies
b} Seetion 105 of sieh Aet b amended by adding at
ILR. 7885——4
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in saeh manner as will; te the maxbmwm extent possible;
reduee any deficit in the balanee of payinents of the Enited
Bsbess

{e} Seetion 202 of sueh Aet is amended by striling
out “economie development” and insevting in Hew thereot

Sue. 403 {a) Seetion HTH{a) of the Fereion Serviee
Aet of 1946, as mmended; is amended by chansing the fnal
period to n eolon and adding the following: “Ppovided; That
in individnal eases when personsly approved by the Reere-

b} Seetion HI{2) of the Foreizn Bervive et of 1046;
as amended; is amended by nserting namedintely after “en
for representationsd prarpeses on antherial tvel adihin the
eonntry of his assignment o at the diseretion of the See-
to exveed one member of his funiler ™

e Fitle 13X of the Forelom Sepvice et of O as
amended; is amended by strildng ont seetion 9244dys re-
lnting to nse of Govermment vehieles; wnd by dnserting -
medintely affer seetion 43 the fellowing new section
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of the Aet of July 16; 1014; as amended {6 B5:C. 78);
Hie s of Govermment ovred oF Jersed veldeles loested ot
fis prant Foe debepeitetion of boited Stetes Gevernment
etrplecors il thebs dependenes swhen publie transportation
is unsafe or not aveilables™

+edj Fitle X of the Foreign Herviee et of 1046; as
ahneitdeds {5 athended by adding at the end thereof the follow-
Frist
educntionnl fecilitios nre not availebler or that existing eddea-
Homl fnetities nee imdequate; to meet the needs of ehildren
of haperienn eitizens stationed ontside the Enited States
engased i enrrving ot Government netivities; he is sathor-
jgeds i osteh smnner we he deets appropriste and under
stieh regalations as he ey preseribe; to establish; operate;
tehied  eduestionad  faellities for primaey and  secondary
sehroedes ontside the Padted Siates or to make srants of funds
for sheh pirposics o otherwise provide for sueh eduestionnl
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Act; 1026; as amended; and of paragraphs {h)- and {i)- of
seetion 3 of the et entitled “An et to provide certain busie
authority for the Department of State’; approved August &
1056 {5 TS 1704k} and 17061 may be utilized
by the Seerelary in providing nssistence for edueationsl
to; hiving; transporting; and payment of teachers and other

Spe 404 The Aot entitled “An et to provide eerinin
Angust 1; 1066 b T80 170E1706); is wmended by in-
sesting Hnmediately after seetion 19 the follewing new
seetion

LRre; 13 There is hereby established s working eapitad
fund for the Department of State; whieh shall be available
atthorized by the Foreign Serviee Aot of H046; as emended)-
in the ety of Washington and elsewhere of {1} eentrnl
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wwith the approval of the Burewt of the Pudeet detenmines
iy be perfermed more advantaseristy and mere econonti-
et as centind sepviees: The capital of the fund chal consist
of the arennt of the faie rnd rensonnble value of suel supply
orvders pertninime to the sepviess to e enrried on by the
fiek we the Beerebise e bisfer o the fek s the
approprintions made for the purpose of providing eapitak
Not to exeeed STH0000 in net assets shall be franslorred
to the fund for parposes of providing eapital  The fund
shdl e rebmbneseds o eredited with mdvnnes prvimen s,
from npphiesdde sppropeintions and fimds of the Peprriment
of State; ether Federal ngeneies; and other sonrees author-
ppprexhnate the wipense of operations eliding aevrnal
of numied leave and deprecintion of plan wnd equipment of
from e o exehnnge of property oF i paviment for loss or
dumne to property held by die finds Fhere sholl be s
ferrel fiate the Frensire ae nriseelunens reccipi as of the
elose of ench fisenl venr; enrnings which the Seeretnry deter
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ties to he exeess to the meals of Hie funds Fhore §s herehy
arithorized to be appropristed suech mmounts ns e be
tevessary to provide enpital dor the bind

i 400: The firsk sentence of the fiest seetion of the
Foited Steates i prortieteniney eonderences of the Neorth
b Btatr o isoamended o pend ms felliess S net
to exeeed eisdtern Menthers of Fonoress shall be appobited
o preet jeinthe sl el il popreseintive prrdinen
paey gpenps Hrom other DeATE -vorth tuntie Frendy
Opemriznitonr) prcberss for discission of eontion prebles
fir the drterests of Hie mdrtennnee ol pesee i oot
the Nort bluntie pren”
That this Act may be cited as the “Foreign Assistance Aet
of 1963".

PART 1
Crarrir 1—Poricy

See. 101. Chapter 1 of part I of the Foreign Assistance
Aet of 1961, as amended, is amended as follows:

(@) In the chapter heading strike out the words “Snort
TirLEe AND".

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

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

policy, by—
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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 following after such last paragraph:

“It 15 the sense of the Congress that assistance author-
ized by this Ael should be extended to or withheld from
the government of South Vielnam, in the diseretion of the
President. to further the objectives of wvietory in the war
against communism and the return to their homeland
of Americans involved in thal struggle.”

CnAPTER 2—DEVELOPMENT ASSISTANCE

TITLE I—DEVELOPMENT LOAN FUND

Ske. 102. Section 201 of the Foreign Assistance Act
of 1961, as amended, which relates to general authority with
respect to development loans, is amended by adding at the
end thereof the following:

“ff) No assistance shall be furnished under this title
unless the President determines that the project for which
such assistance is requested is taken into account in the eco-

nomic development of the requesting country, including an
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analysis of current human and malerial resources, together
with a projection of the wliimate objectives of the project with
respect to the overall economic development of such country,
and specifically provides for appropriale participation by
private enterprise,’

TITLE II—DEVELOPMENT GRANTS AND TECHNICAL

COOPERATION

Sk, 103, Tille 11 of chapter 2 of part 1 of the Foreign
Assistance Act of 1961, as amended, which relates to devel-
apment granls and technical ecooperation, is amended s
follows:

(a) In section 211, which relales lo general authority,
add the following al the end of snbsection {a): “No program
of technical assistance shall be undertaken under this titl
unless prior to the commencement thereof the vecipient country
shall have agreed to accept responsibility for the continuation
and financing of such program after the expivation of sueh
reasonable time, which shall not exceed geven years, as shall
be specified in the agreement, or unless such program is
scheduled for completion within such time.”

(b) In section 212, which relates fo authorization,
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steike out “19637 and  US300,000,0007  and  substitule
19647 and V52250000007, respectively.

(e) Amend section 214, which velates to American
schools and hospitals abrowd, as follows:

(1) In subseetion {a) strike out “use, in addition
to other funds available for such purposes, funds made
avalable for the purposes of section 211 for” and sul-
stitute the word “furnish’”.

(2) In subsection (b)) stribe out “to wse” and
“foreign currencies acerwing to the United Slates (7 oe-
ermment wnder any Aet, for purposes of subsection (a)
of this section and for” and substitule “to furnish’ before
the word “assistance”.

(3) Add the following wew subsections:

“fe) There is heveby authorvized to be apprepriated to
the President, in addition te other funds available for such
purposes, such amounis us may be necessary from time to
time to cavry out the purposes of this section, which amounts
shall vema'n available watil expended.”

“fdd) The President is authorized to use, an addition to

other funds availuble for such purposes, forcign currencies
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aceruing to the United States Government under any Aet, for
purposes of this section.” |
TITLE III—INVESTMENT GUARANTIES

Sec. 104. Title 111 of chapter 2 of part I of the Foreign
Assistance Act of 1961, as amended, which relates to invest-
ment guaranties, is amended as follows:

(a) Amend section 221(b), which relates to general
authority, as follows:

(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 sharve capital, requived 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°.

(8) In paragraph (2) strike out “fraud or mis-
conduct” in the second proviso and substitute ““fraud,
misconduct, or negligence’”.

(4) In paragraph (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 221(b)” and substi-
23 tuling “sections 221(b) and 224",

24

(e) Amend section 222(b), which relates to general
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provisions, by striking out “section 221(b)" in both places
it appears and substituting “sections 221(b) and 2247,

(d) Amend seetion 222(d), which relates to general
provisions, to read as follows:

“fd) Any payments made to discharge liabilitics under
quaranties issued under sections 221(b) and 224 of this
part, sections 202(b) and 413(h)(4) of the Mutual Se-
curity Aet of 1954, as amended, and section 111(b)(3) of
the Economic Cooperation Act of 1948, as amended (erclu-
sive of informational media guaranties), shall be pmd first
out of fees referved to in section 222(b) as long as such fees
are available, and thereafter shall be paid out of funds, if
any, realized from the sale of currencies or other assels ac-
quired in conmection with any payments made to discharge
liabilities under such guaranties as long as such funds ave
available, and thereafier shall be paid out of funds heretofore
appropriated for the purpose of discharging liabilities under
the aforementioned gquaranties, and thereafter out of funds
realized from the sale of noles issued wnder seetion 413(b)
(4)(F) of the Mutual Security Act of 1954, as amended,
and seetion 111(c)(2) of the Econemic Cooperation Ae
of 1948, as amended, and finally out of funds hereafter made
available pursuant to section 222(f)."
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(e) Amend seetion 222(e), which velates to general
provisions, lo read as follows:

“le) All guaranties issued prior to July 1, 1956, all
quaranties issued wunder sections 202(b) and 413(b)(4)
of the Mutual Security Act of 1954, as amended, ond all
quaranties hevetofore or hereafter issued pursuant to this
title shall be considered contingent obligations backed by the
full faith and eredit of the (fovernment of the United Stales
of America. Funds herelofore obligated wnder the afore-
mentioned  guaranties  (exelusive of tnformational media
guaranties) together with the other funds made available
for the purposes of this title shall constitute a single reserve
for the payment of elaims in accordance with section 222(d)
of this part.”

(f) Amend section 224, which relates to housing proj-
ects in Latin American countries, as follows:

(1) In subsection (b) strike oul “860,000,000"
and substitute “§150,000,0007,
(2) Strike out subsection (¢).
TITLE V—DEVELOPMENT RESEARCH

Sec. 105. Section 241 of the Foreign Assistance Ael of
1961, as amended, which relates to development vesearch, is
amended by inserting “fa)” after the seetion heading and by

adding at the end thereof the following new subsection :

o0
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“fh) Funds made available to carry out this section may
be used to conduet vesearch into the problems of controlling
population growth and to provide techuical and other assist-
ance lo cooperaling conntries in carrying oul programs of
population contral,”

TITLE VI—ALLLANCE FOR PROGERESS

Sec. 106, Title VI of chapter 2 of part I of the Foreign
Assistance Aet of 1961, as amended, which velales to the
Alliance for Progress, is amended os follows:

(a) Amend section 251, which velates to  general
authority, as folluws:

(1) In subsection (¢) strike oul “economical” and
substitute “eeonomically’”.

(2) In subseetion (f) strike out “Agency for
[iternational  Development”  and  substitute  “agency
primarily responsible for administering part I'.

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

“(a) In order to carry out the policies of this Act, the
President shall, when appropriate, assist in promoting the
organization, implementation, and growth of the cooperative
movement in Latin America as a fundamental measure lo-
ward the streagthening of democratic institutions and proc-
tices and economie and secial development under the Alliance

for Progress.”
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(b) Amend section 252, which relates to authorization,
as follows:

(1) Insert the following after the words “available
until expended” : **: Provided, That any unappropriated
portion, not to exceed $50,000,000, of the amount au-
thorized to be appropriated for any such fiscal year
may be appropriated in any subsequent fiscal year dur-
ing the above period in addition to the amount otherwise
authorized to be appropriated for such subsequent
fiscal year. The funds appropriated pursuant to this

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

(3) Insert following 1963 the second time it
appears the words “and not to execed $75,000,000 of
the funds appropriated pursuant to this section for use
beginning in fiscal year 1964,

(¢) Amend section 253, which relates to fiscal provisions,
by inserting immediately after the first sentence thereof the
following new sentence: “All receipts in foreign currencies
from Ipans made under this title or for nonmilitary assistance
purposes under the Mutual Security Aect of 1954, as amended,
or any Act repealed therely, shall, notwithstanding the pro-
visions of section 612 of this Aet or the provisions of any
other Aet, be available, in addition to other funds available for

such purposes, for loans on such terms and conditions as the
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President may specify to carry out the purposes of subsection
(g) of section 251 of this title, and the President may, not-
withstanding the provisions of any other Aet, reserve such
currencies in such amounts (not lo ervceed $25,000,000 in
any fiscal year) and for such periods as he shall determine
to be necessary to provide for the programs authorized by said
subsection (g).”

(d) After section 253, which relates to fiscal provisions,
insert the following new section:

“Sec. 254. RESTRICTIONS ON ASSISTANCE—None of
the funds made available under authority of this Act may
be wsed to furnish assistance to any couniry covered by
this title in which the government has come to power through
the foreible overthrow of a prior government which has been
chosen in free and democratic elections unless the President
determines that withholding such assistance would be econ-
trary to the national interest.”

CHAPTER 3—INTERNATIONAL ORGANIZATIONS AND
PrRoGRAMS

SEc. 107. Section 302 of the Foreign Assistance Act of
1961, as amended, which relates to international organiza-
tions and programs, is amended by striking out “1963" and
“$148,900,000" and substituting “1964" and “$136,-
050,000", respectively.
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CHAPTER 4—SUPPORTING ASSISTANCE

SEC. LO8. Section 402 of the Foreign Assistance et of
1961, as amended, which velates to supporiing assislance, is
amended by steiking owt 19657 and “S415,000,000° and
substituting 19647 and “S400,000,0007, respectively.

Ciapren 5—UoxTINGENCY Foxn

SEc. 108, Section 431 of the Foreign Assistance el of
1961, as amended, which velates o the contingeney fund, is
amended by striking oul “I8637 and “S300,000,0007 and
substituting “1964" and “§175,000,0007, vespectively.

PART 11
(warrTer 1—PoLicy

Sgc. 201. Chapter 1 of pavt I of the Foreign Assistanee
Act of 1961, as awended, is hereby vedesignnted * Policy”
aiel section 501, which relates 1o short title, is hevely deleted.

Cuaprer 2—Mirirary JASSISTANCE

SEc, 202, Chapler 2 of part 1 of the Foreign dssistance
Adet of 1961, as amended, wilieh velates 1o military assist-
anee, is amended as follows:

(a) In section 504(a), which velates to anthorvization,
strike oul “the fiscal years 1962 awd 19657 and “S1.700 -

00000 for each such fiseal year, which sums” amd substitute

“fiscal year 19647 and “N1.300,000000, which”, respee-
tively.
(h) In section 510(a), which relates to special author-
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iy, streike owd “19637 in the fivst and sccond sentences and
substitule “1964".

(e) In section 511, which relales to restriclions om
military aid o Latin America, stvike out “'S57,500,0007
and substitute “$50,000,000, of which $25,000,000 may be
available during each fiscal year for assistance to an inter-
national military foree under the control of the Organization
of American Stales”.

PART 111
CnapreEr I—GENERAL PROVISIONS

Sec. 301, Chapter 1 of part 111 of the Foreign Assist-
ance det of 1961, as amended, which relales to general pro-
visions, is amended as follows:

(a) Section 6G01(h), which relates lo encouragement of
private enterprise, is amended as follows:

(1) Al the end of paragrapl (3), strike oul “and’.

(2) I'n paragraph (4), strike out “wherever appro-
priate” and insert in licw thereof “to the mazimum ex-
tent practicable”, and stvike onl the peviod at the end
theveof and substitute a semicolon,

(3) Add the follmving new paragraphs at the end
thereof :

“(3) take appropriate steps to discourage nationali-
zation, erpropriation, vonfiscation, seizure of ownership

or control, of private investment and diseriminatory or
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other actions having the effect thereof, undertaken by

eountrics receiving assistance under this det, which di-

vert avatlable resources essential to erveale new wealth,

employment, and  productivity i those countries and
otherwise impair the climate for new private investment
exsential to the stable economic growth and development
of those countries; and

“(6) utilize wherevcer praclicable the services of

[lnited States private enterprise  (including, but not

limited to, the services of erperts and consullanls in

technical fields such as engineering).”

(b)) Seetion 611(h), which relates to completion of plans
and cost estimates, is amended by striking oul “eirenlar
A-47 of the Burean of the Budget” and substituting “‘the
Memorandum of the President dated May 15, 19627,

(e) Seetion 612, which relates to use of foreign cur-
rvencies, is amended as follows:

(1) Insert “(a)” after the section heading.
(2) Add at the end thereof the following new sulb-
sechon :

“(h) In ovder to provide for the forcign currency needs
of United States cilizens for travel or other purposes, the
Seeretary of the Treasury shall make available for sale for
United States dollars to sueh citizens, at wited States em-

bassics or other convenient locations, forcign currencies ae-
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qqutred by the United States through operations under this
Aet, the Mutual Seewrvity Aet of 1954, as amended, or any
Act vepealed theveby, or the Agricultural Trade Develop-
ment and Assistanee det of 1954, as amended, which (1)
he determines to be in ercess of the needs of departments and
agencies of the Uniled States for such currencies, and (2)
ave not prohibited from such use or commitied to other uses
by agrecment heretofore enteved inlo with another country.
[Twited States dollars veceived from the sale of foreign eur-
rencies under this subseetion shall be deposited in the Treas-
wry as miscellaneons veceipls,”

(d) Section 620, which velates to prohibitions against
furnishing assistance to Cuba and certain other countries, is
amended as follows:

(1) Subsection fa) is amended as follows:

(i) Iusert “(1)7 immediately after “{a)".
(ii) Add the follmwing new paragraph (2) at
the end thervof :

“12) No funds authovized to be made available
under this et shall be wsed to furnish assistoanee [ ex-
cepl nnder section 214) 1o any country which, by fail-
ing (beginning not later than sizty days after cnactment
of the Foreign Assistance Aet of 1963 ) to take such steps
(s fre ﬂ'l'i'l'?‘i'ﬂjiﬂ:”nffi

“fa) permits the further cavviage by any ship
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or aircraft under is registry, to or from Cuba, so
long as it is governed by the Castro vegime or any
other Communist regime, of any mililary person-
nel, or any arms, ammunition, and implemenis of
war, atomic enerqy malerials, pelroleum, or any
articles, materials, or supplies, transportation ma-
terials of strategic value, and items of primary stra-
legic significance wsed in the production of arms,
anmunition, and implements of war, conlained o
the list maintained by the Administrator pursuant
to title I of the Mutual Defense Adssistance Conlrol
Aet of 1951, as amended; or

“(b) permils the further carriage by any ship
under ils registry, to or from Cuba, so long as it is
governed by the Castro vegime 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
secwrity of the Uniled States awd reports such de-
termination o the Forewgn felations and Approprio-
tions Commatiees 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
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[T nited States made prior to the date of enactment of

this paragraph, nor to military sales under section

508.

The restrictions eontained in this paragraph (2) may not
be waived purswant to any other authority contained in
this Aet or any other provision of law.”

(2) Subsection (¢) is amended o read as follows:
“(e) The President shall suspend assistanee to the govern-

ment of any country to which assistance is provided wnder
this or any other Act when the government of such country
or any guoernment agency or subdivision within such coun-
try on or after Januvary 1, 1962—

“f1) has nationalized or expropriated or seized
ownership or control of property owned by any United
Ntales eitizen or by any corporation, partnership, or
association not less than 50 per centum  beneficially
awned by nited States eitizens, or

“(2) has taken steps to vepudiate or nullify evisting
contracts or agreements with any United States citizen or
any corporation, partnership, or association not less than
G0 per centum beneficially owned by United States citi-
2ens, or

“(3) has tmposed or enforeed diseriminatory laves

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

the effect of nationalizing, vepropriating, or otheruise

seizing ownership or control of property so owned,

and sueh eounlry, government agency, or government sub-
division fails within ¢ reasonable ime (ot more than six
months after such action, or, in the event of a referrval to the
Foreign (laims Setllemen! Comanission of the United States
within sueh ;.'if'.i'fmf i15 IlHfi'l'u"i'+'1’n||".i' hervetn, nol more than heentiy
days after the report of the Commission is received) to take
appropriate steps, which may inelude arbitration, to discharge
iz abligations wnder international law toward such cilizen
or entity, including speedy compensation for such properly
in converlible forcign ceehange, :':_,iuil'r!ff'ul to the full value
thereof, as veguired by international low, or fails to take slepis
designed to provide relief from such taxes, evactions, or von-
ditions, as the case may be; and sweh suspension shall con-
tinwe until the President is satisfied that appropriate steps are
being taken, and wo other provision of this Aet shall be con-
trued to authorize the Presideat to waive the provisions of this
suhsection.

“Upon request of the President (within seventy days
after such aetion referved fo in paragraphs (1), (2),
or {3) of this subsection), the Foreign Claims Settlement
Commission of the United States (established  pursuant lo

Reorgomization Plan No. 1 of 1954, 68 Stat. 12749)
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is herehy authorized to evaluate expropriated property, deler-
mining the full value of any property nationalized, expro-
priated, or seized, or subjected fo discriminatory or other
actipns s aforvesaid, for purposes of this subsection and to
render an odvisory veport to the President within mnety
days after such request.  Unless anthovized by the President,
the Commission sholl wol pulblish its advisory veport exeepl
la the eitizen or entity owning sich propertyy. There is
.’lf-}-r-.f.r_;; anthorized to he ﬁwuﬂ.nrfnfm" sueh amount, to remain
available wnbil evpended, as may be neeessavy from time to
time to enable the Commission fo cavrey out expeditiously ils
functions wuder this subsection.”

(2) Add the following new subsections al the end

thereof :

“(i) No assistance shall be furnished on a grant basis
under this Aet to any economically developed nation capable
of sustaining its own defense burden and economic growth,
exeept (1) to fulfill firm commitments made prior to July 1,
1963, or (2) additional orvientation” aund training erpenses
under part 1 heveof during fiscal year 1964 in an amount
ol to erceed 81,000,000,

“(i) No assistance uwnder this Aot shall be furnished
for projects establishing or otherwise assisting government-
oened manufacturing, wtility, merchandising, or processing

enterprises in any country or area, except where i clearly
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appears that goods or services of the same general elass are
nol or eannot be adequately provided by private businesses
located within such country or area.”
('HAPTER 2—ADMINISTRATIVE PROVISIONS

SEc. 302, Chapter 2 of part 11 of the Foreign Assist-
ance Act of 1961, as amended, which relales to administra-
tive provisions, is amended as follows:

(a) Amend section 624, which rvelales to statulory offi-
cers, as follows:

(1) In subsection (a)(2) strike out “two shall have
the rank of Deputy Under Secretaries” and substilule
“one shall have the rank of a Deputy Under Seeretary”.

(2) In subsection (a)(3) sirike out “wine” and
substitute “ten’”,

(3) In subsection (b) strike out *“paragraphs (2)
and” and substitule “paragraph’.

(4) T subsection (d)(1) after the words “Deputy
Ingpector 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 820,000,

(b) Amend section G26(h), which relates lo erperts,
consultunts, and retived officers, as follows:

(1) Strike out the entive first senlence.
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(2) In the second sentence sirike 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’.

(e) In section 631, which relates to missions and staffs
abroad, add the following new subsection (¢) :

“fe) The President may appoint any United States
citizen who 18 not an employee of the United States G overn-
ment or may assign any United Slates citizen who is'a
United States Government employee to serve as Chair-
man of the Development Assistance Commitlee or any
successor commiltee thereto of the Ovganization for Keo-
nomic Cooperation and Development upon election theréto
by members of said Committee, and, in his discretion, may
terminate such appointment or assignment, notwithstanding
any other provision of law. Such person may receive such
compensation and allowances as are authorized by the
Foreign Service Act of 1946, as amended, not to evceed
those authorized for a chief of mission, class 2, within the
meaning of said Act, as the President may determine. Such
person may also, in the Presidents discretion, receive any
other benefits and perquisites available under this Act to
chiefs of special missions or staffs outside the United States
established under this section.”
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(d) Amend section 635, which relates to general au-
thorities, as follows:

(1) Amend section 635(g) by siriking out the word
“and” at the end of subparagraph (4); by striking out the
period at the end of subparagraph (5) and inserting in lieu
thereof a semicolon and the word “and” ; and by adding the
following new subparagraph :

“(6) in the case of loans under part I {except under see-
tion 2005), shall establish terms which shall include (A4) -
terest al a rate not lower than three-fourths of 1 per centum
per annum during the five-year period following the date on
which the funds are initially made available under the loan,
and not lower than 2 per centum per annum thereafter, and
(B) repayment on an amortized basis, beginning not later than
five years after the date any funds are initially made available
under the loan, and ending not later than thirty years follow-
ing the end of such five-year period.”

(2) Add the following new subsections:

“(k) Any ecost-lype contract or agreement (inchiding
grants) entered into with o university, college, ov other edu-
eational institulion for the purpose of carrying out programs
authorized by part I may provide for the payment of the
reimbursable indirect costs of said university, college, or other

educational nstitution on the basis of predetermined fived-
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percentage rates applied to the total, or an element thereof,
of the reimbursable direcl eosts incurred.

“f1) No loan or grant in ercess of $100,000,000, and
no agreement obligating or committing the United States to
make a loan or grant in evcess of $100,000,000, for the
finanecing of any particular projeel shall be made or entered
into under part I unless such loan, grant, or commitment shall
have been specifically sulmitted to the Congress and specifi-
cally approved by Congress.”

(e¢) Awmend section 637(a), which relates to admin-
istrative expenses, by striking owt “1963" and “$53,000,-
000" and substituting “1964”" and 852,000,000, respec-
tively.

CHAPTER 3—MISCELLANEOUS PrOvisioNs

Sec. 303. Section G44(f) of the Foreign Assistance
Act of 1961, as amended, which relates to definition of de-
fense services, is amended by inserting “including orienta-
tion” after “training” the first time it appears,

Sec. 304. Section 645 of the Foreign Assistance Aet
of 1961, as amended, which relates to wnerpended balances,
18 amended to read as follows:

“Skc. 645. UNEXPENDED Baravers—Unespended
balances of funds made available purswant to this Act, the
Mutual Security Act of 1954, as amended, or Public Law
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86-735 are hereby authorized fo be continued available for
the general purposes for which appropriated, and may af
any time be consolidaled, and, wn addition, may be consoli-
dated with appropriations made available for the same gen-
eral purposes under the authority of this Aet.”
PART IV—AMENDMENTS TO OTHER LAWS

Sge. 401, The Act to provide for assistance in the devel-
opment of Latin America and in the reconstruction of Chile,
and for other purposes (Public Law 86-735, 22 U.S.C.
1942 et seq. ), is amended as follows:

fa) Insert following the enacting clause “That this Aet
may be cited as “The Latin American Development Aet’ ™.

(b) In section 2 strike out “$500,000,000” and substi-
tute “{675,000,0007,

Sgc. 402, Section 231 of the Trade Expansion Act of
1962 (Public Law 87-794, approved October 11, 1962)
is amended as follows:

(a) Insert “(a)” before the words “The President
shall”,

(b) Add the following new subsection:

“(b) The President may extend the benefils of trade
agreement concessions made by the United States to prod-
ucls, whether imported diveetly or indirectly, of a country

or area wilhin the purview of subsection {a), when he deter-
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mines that such treatment would be important to the national
interest and would promote the indépéndence of such country
or area from domination or control by international com-
munism, and reports this determination and the reasons
therefor to the Congress.”’

Skec. 403. The Agricultural Trade Development and As-
sistance Act of 1954, as amended (7 U.S.C. 1691 (el seq.) ),
is amended as follows:

(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 enlerprises,”.

(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
a new sentence as follows: “For the purposes of this title and
title IV, the term ‘surplus agricultural commodity’ shall
include any domestically produced fishery product if the
Secretary of the Interior has determined that such product
is at the time of exportation in excess of domestic require-
ments, adequate carryover, and anticipated exports for
dollars.”




b4
(¢) The amendment made by subsection (b) of this
section shall not be effective for purpeses of title I of the
Agricultural Trade Development and Assistance Act of
1954, as amended, until January 1, 1965.
Passed the House of Representatives August 23, 1963,

Attest: RALPH R. ROBERTS,
Clerk.
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AN ACT

To amend further the Foreign Assistance Act
of 1961, as amended, and for other purposes.
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Resd twiee and referred to fhe Committes om
Forelgn Relations
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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. Govermment 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. Three things are needed to reverse this trend: (i) an
effective and disinterested outside review of the merits of
the program; (ii) new ideas to improve the program, and
particularly to dramatize the 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.

FiLED oY LEJ LIBRARY
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THE WHITE HOUSE

STATEMENT BY THE PEESIDENT

UPON SIGNING H.P, 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. Reflecting 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 $1 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 goals 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 Senzte 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 pressing 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 classrcoms 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 texthooks
for their use.

MCRE



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 Sfate to initiate negotiations with the Government of Israel
and to report back to me,.






Draft Letter For Mr. Clifford for the Speaker 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, | 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 aid. 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
fiscal year 1969, would substantially eliminate our abiifty to assist
these countries in their ;%Fnrts 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



for major items and repair 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, | would like to emphasize the importance |
place from the standpoint of our national security on the continua=
tion of cur 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 ald 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 number 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.



| sincerely hope, therefore, that 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 -t
WASBSWMINMGTON

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 stands. (I suggest a
possible insert at top of page 3.)

But you may wish to assign

someone else to go over it this
morning.

W‘L&(;Dstuw



W. W, Rostow'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.S5, expenditures contributed more to U, S,
security and world peace than dollars spent in foreign aid.

Nor, if I may add a personal note, (continue on with remainder of page).
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A draft Presidential statement on the Aid Bill is

qé.t‘.a{:he.d It is basically the came statement as that

earlier sent to you as & draft letter to Speaker McCormack,
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- DRAFT PRESIDENTIAL STATEMENT ON THE AID BILL

R R T I T

The.ﬂun vess 1s eaboul Co consider & critical plece of
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leglslaticn=- Hh continuation for another year of the
f?reign aid pﬁpgr&m. 1 want to emphasize to the American
people and tniall Mewbers of Congress wy conviction that
p%ssﬂga_éﬁ th#s legislation is ﬁbspluteiy essentlal,

: I havs fust returned from Central America, where I

.

saw and felt gt first hend the needs and aspirations of

peopia Wio laﬁk to us Loy leaderchip and help. These

peaplu, with enex gy snd hope, are hard at work building

-l

a new __fa. Thﬂy and the millions of others in As_a,
o : ; P

Afzlce and Latin Amerlca wio are struggling to better

-!‘
-

b=

a1

t.a*“ owWn ;,vaa and the lives of theiz- children, deserve
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the assurance that they sze not aluna &nd friendless.
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{ "hu world's poor know that there i3 no moretorium
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g any know that there is no moratorium on hunger,
sha_vatiuw ox illmteracy.
e andithey=hnaw that there can be no moratorium on

hna_ﬁ GWﬂ war ﬂﬂgi1st these awe-old anemies. Can we do

1less than uf-er them a s:a;l measure of support and

cana‘*ﬂ*&ﬂﬁﬁt 1 this batile?
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+T will not oppose it,
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. To the end; each citizen and each member o Z Cong gress
must maie His own judgment of our natlonal priorities.
Het me only suy thhu my forelgn aid budget request takes

iintﬂ _ucnuwt our ucat-uh needs at heme as well &3 those

i

"~ labrodd, Eupthﬂ Congress ka wowe, 1t was the lowest request

Hn histoky. ; : Z

“he 7&““*¢1 Afﬁai:a Commiticee has reduced this

- T, S

-vquast by $600 millica--about 20%. I vegret this cut,

fbut, in‘view;u: our jeoiat concern for our fiscal problems,

xJ

But with these auts, Ehﬁ pragraq_has been pared to

:the %ane, ~Selow thls lavel ¢he vitality of the regional

initiatives we have stimulated in the developing areas

lmfEh wie Foa e

would be- avyraly threatenad. Countries arcund the

wnrld waich have trusted cur resolve-and heeded our

Lt Y

hav_ce hnuld lose thne confidence in peacsful progress

walch aist;hguisnag this ersa from the long dark centuries
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NGE Hﬂn&l&saﬁuss which hieve been theilr common burden.

- This aﬂ not, nor should it become, & partisan issue,

L

Svery President since Harry Truman has understood the

'+-importance of eld to cur own security and to the fut
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iy add a personal note,

=1

Q-.. th.u ““&E WI-DI"[_ﬂ- m 1‘, if :

cen I imaglne ar greater discervice to my successor

t. an LPa Qﬂaﬂﬂu; or ¢rippling; 'of this bill. BEe he

E*hoc:at or Republican, liberel o conservative, he

LT

wﬂ_l be cnarged with executing the foseign poliey of

the United States. It ic cur common zesponsibllity to

n;%s on tp himéintact Ena £ull range of instruments
nuceﬂsa TY o ﬂa pexformence of his-duties, I speak
"451 ny. 0%1 exnarienca--a:d the experience of my thre
p:ecacessnzs--whnn-I say that none is more vital tﬂ&ﬁl

foveign ald. " -
: y :
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¢ We are now enzaged in cruelal talks looking toward

¢ne end of the~ ragle conflict in Viet-Nam, Wa are about

e n ik

to begin talks: :with the Soviet Union on limiting the arms
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=ite. At a time when Americals commitment to pease wit
sécu"'“y has be¢un to bear fruit, we must not seem to be

=

W;L“G“aw1ng iram the struggle against the basic causes

o3 war and un:ést;
i L c_*l upon the Congress to realfizm--as It has so
Teso utely in ‘the paste-iz rica's moral and materLal

¢¢nm;tmant ta;nalp othersz help themselves toward a bettie
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Znd move peaceful futuxe, : I




ACTION

Monday, July 15, 1968 - 7:45 am
Mr. Presldent:

Neither McPherson nor Busby
appears to be in town as of this morning.
I think the proposed statement on the Ald
Bill is good as it stands, (I suggest a
possible insert at top of page 3.)

But you may wish to assign
someone else to go over it this

morning,

W. W, Rostow

WWRostow:rln

¥




ACTION

CONFIDENTHAL

Saturday, July 13, 1968
12:45 p.m.

Mr. Prasident:

Herewlth Nick produces a statement
on the Ald Bill, which he recommends you
read before TV sometime on Monday., In
a conversation with See. Rusk thls morning,
he thought an mn‘hl volunteered state-
ment at a press conference might be the
best form for such a statement,

W. W. Rostow

DETERMINED TOBE /7' A DOMINIG TRATIVE
MARKING, CANCELLSD FERE O ¥23%6,
SIC. 1.3 AND ARCHIVISTS MEIMO OF
MARL 148, 1882

nv_%l’ﬁf'_m _LILLET_E"

WWRosatow:rln
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DRAFT PRESIDENTIAL STATEMENT ON THE AID BILL ==

Tﬁe Gangfesa is about to consilder a eritical piece of
1egislatiun--the continuation for another year of the
Ebraign aid prugrﬂm. I want to emphasize to the American
p}nple and tn;all Members of  Congress my conviction that
pﬁssag& of thga legislation!ia &bsolutely essentiel,

- I haug just réturﬁed from.ﬂentral America, where I

saw and felt at first hand the needs and aspirations of

- people who luék 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,
Z i ® ‘ .

iﬁ Africa and?Latin America who are struggling to better

their own livﬁﬁ and the lives of their children, deserve

the assurance that they are not alone and f£riendless.
Thé'wbrldfﬁ poor know that there is no moratorium
on disease,

: They know that there is no moratorium on hunger,

starvation or illiteracy.

: And :they knnw that there can be no moratorium on
their awn war agginst these aga—nld enemies, Can we do
less than offer them a small measure of support and

ehcnuragemant 1n this battle?
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é In the end each cltizen and each mamh&r of Congresa
muat make his own judgment of our national priorities.
;Let me only qay that my foreign aid budget request takes

into account our critical needs at home as well as thosge

‘fabraﬂﬂ.l Aspfha Congrees knows, it was the lowest request

i4n history. E _
; 'I'ha 'Fur¢1.gn A.ffai.::a 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,

,EI will not oppese it.

: But’ wlth these u:uts, the program has been pared to
ith& bone., Eelnw this level the vitnlity of the regional
tinitiatives ye have stimulated in the developing areas
would be ~Be1.r_le.rely threatened. Countries around the
%wnrld which have trusted our resolve and heeded our
;EQViﬁe would lose the confidence in peaceful progress
éwhich diatiﬁguiahﬁs this era from the long dark centuries
- of hﬁpeleaanass which have been their common burden,

- This iﬁ nut, nor should it becume, a partisan issue,

Every Preaident since Harry Truman has understood the

? importance qf ald to our own security and to the future

TR § e s m mgr
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nﬁithe fré; ﬁurid. Nor, 1f I mﬁy add alperaonal note,
¢£& I imaglne'a?grenter disservice to my successor
ch#n the défeat; or erippling,-nf this bill. Be he
Da?narqt uf Rﬂpﬁblican, liberal or conservative, he
wiil be_charged with exEG;ting the foreign policy of
the Uniﬁed.statés. it is our cammnn‘respnnsibility to
pﬂ;S on to him?iutact the full range of instruments
necessary to tﬁe performance of his duties, T speak
frﬁm my,oﬁn exﬁerienca--and the experience of my three _
péedﬂ¢es$¢ra--when I say that none is more wvital Fhaﬁ
foreign ald. '

f We are nnw angaged in nrucial talks looking toward
the end of theitragic 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
withdrﬁwtng'fram the struggle agniﬂ#t the basic causes
0? war and unrest. '

: I call uﬂhn the Congress to reaffirm--as it has so
r&snluﬁaiy initha past-=-America's moral and matﬁrial
ccmmitment to halp others help themselves tnward a hacuar

and more’ paacaful future.

P T e




THE UNDER SECRETARY OF STATE
WASHINGTON

July 13, 1968

MEMORANDUM FOR THE FRESIDENT

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.

v AL A [
Micholas deB. EKatzenbach

Enclosure.

I. I will read the statement before TV.

2. No

3. See me,

DETEREVMED O B AN
ALAMISTRAT VT (eaApK
NGT MATL SECUTY
INFORMATION, E.O 1254,

$5C 0,
CONFIDENTIAL- x) IH__ : :d? 3
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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 been 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 own security and to the future
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of the free world. HNor, if I may add a personal note,
can 1 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 wvital than
foreign aid.

We are now engaged in crucial talks locking 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.
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THE UNDER SECRETARY OF STATE -_—
WASHINGTOM

July 13, 1968

GEbHFHbrAl—

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 perscnally read this
statement before TV some time on Monday.

vl L L fhIA

Nicholas deB. Katzenbach

Enclosure.

I. I will read the statement before TV.

2. No

3. See me. DETERRAIMNED TO BE AN
o= AGAIMISTRATIVE MARKIWG
rDT MAT1 SECURITY
NFORMATION, E.Q. 12854
$EC ).140)

Sy ouules




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 convietion 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 reducéd this
request by $600 million--about 20%. I regret this cut,
but, in view of our joint concern for our fiscal problems,
1 will not oppose it.

But with these cuts, the program has been pared to
the bone. Below this level the witality 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 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 own security and to the future

1
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of the free world. WNor, if I may add a personal note,
can I imagine a greater disservice to my successor
than the defeat, or crippling, of this bill, BEe 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 wvital 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.



P ACTION 0
THE WHITE House i
CONPIEENTIAL—
Saturday, July 13, 1968 .
12:45 p.m, Y o
_:I.'_'.""I: L0 .
Mr. President: ok f

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

ReShARERr, Sush & statement.

MARKING, CANCEL. DD FERE D 123785,
SEC. 1.3 AND ARCHIVISTS MEMO OF
MAR 18, 1983

B, @]h% on Lf1/93 Lﬁ
u:l Rostow

CONFIBENTIAL



:""-‘*" ' E THE UNDER SECRETARY OF STATE
;“owﬂ}‘ _ WASHINGTON
ek : -

July 13, 1968

by ' MEMORANDUM FOR THE PRESIDENT
. Subject!: frehidentinl Statement on the Aid Bill

: A draft Ptea%ﬂgu;lnl gtatement on the Aid Bill is
attached, 8 basically the same statement as that

earlier sent to you as a draft letter to Speaker McCormack,

L » cnntiggg to urge that you personally read this
 statement ore TV some on_Monday,
: 5 vAhL, L K

Nicholas deB, Katzenbach

Enclnsﬁrg.
oy
_ erK \ &

: : i ..-r.:.m} { b
T. I will read the statement before TV. A2

.- % W!‘I
2. No : ': B

3 See me.

; DETERMINED TO BE AN

: ADMIMISTRATIVE MARKMNG

NOT MAT1 SECURITY

INFWIADUH. EC 1285,
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DRAFT PRESIDENTIAL STATEMENT ON THE AID BILL

£ The Congress is about to consider a critical pilece 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 hawe 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, ﬁith energy and hope, are hard at work building
a new llfﬁ.'_Thny and the millions of others in Asia,
1b Africa nna.Lﬂtin America who are struggling to better
their own lives and the lives of their children, deserve
tﬁa aaauranuafthnt they are not alone and friendless.

The Hﬂtl&'a poor know that there is no moratorium
on disease.

They know that there is no moratorium on hunger,

l}arvltidn or 1lliteracy.

And ‘they know that there can be wo moratorium on
their ﬁwg war hgpinst these age-old enemles, Can we do
less than offer them a small measure of support and

ahcnurngﬁman: in this battle?
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. In the end, each citizen and-each'ﬁambar of Congress
ﬁMBt make his own judgment of our national priorities.
Let me only say that my foreign aid budget request takes
‘{nto account our critical needs at home as well as those
Eabrol‘d. Ase the Congresg knows, it ‘was the lowest request
fin history, !

| The Foréign Affairs Committee has reduced this
?ruquast'by $600 million==about 20%. I regret this cut,
%but, in view of our joint concern for our fiscal problems,
‘T will not oppose 1it. | :

| But with these euts, the program has been pared to
éthg'bnna. .Eglnw this level the vitality of the regional
‘initiatives we have stimulated in the developing areas

fwnuld be severely threatened. Countries around the

" world which have trusted our resolve and heeded our

5ln¢vl¢a would lose the confidence in peaceful progress

E

5

i
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. which distinguishes thie era from the long dark centuries

;nf hopelessness which have been their common burden.

‘This 1§ not, nor should it he&nma. a partisan issue,
Every President since Harry Truman has understood the

importance of ald to our own security and to the future
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aigtha freﬁ world., Nor, if I may add a personal note,
cnﬁ I imagine a greater disservice to my successor
than the defeat, or crippling, of this bill. Be he
De@ucrat or Republican, liberal or conservative, he
will be charged with executing the foretgn policy of
the United States, It is our common responsibility to
paﬁs on to him intact the full range of instruments
necessary to the performance of his duties, I speak
£rom my uﬁn exﬁarienna--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 traglic 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 éﬂ 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

dnd more peaceful future.

R
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ACTION ¢

THE WHITE HousE
WASHINGTON

Friday, July 12, 1968 - 1:00 p.m.

|_J . .
Mr. President: ' i A

Herewith, as you requested, a
proposed Presidential statement on
the aid bill,

I think the statement will help.
I recommend you approve.

ﬂﬂ‘ir;lﬂutnw :

Ro yowo a2/ mdu Hﬁr"-
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THE UNDER SECRETARY OF STATE
WASHINGTOMN

DETERamngD
July 11, 1953mmrsrnn'3fi:"

NOT MATYL SECURITY

CONFPEDENTIAL - INFORMATION, £.
SEC Vi O 1,

LRl On [T 2
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 recommend 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 A.
Yl L. Lo I

Nicholas deB. Katzenbach
Enclosure.

1. I will read the letter before TV
2. No
3. See me

.
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THE WHITE HOUSE
WASHINGTON

July 12, 1968

Dear Mr. Speaker:

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.

Sincerely,

The Honorable

John W. McCormack

Speaker of the House
of Representatives
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FROM WALT ROSTOW L
TO THE PRESIDENT {« pd
CITE WHE1594 ¥

UNCLAS

JULY 9, 1968

THERE FOLLOWS A PROPOSED PRESIDENTIAL LETTER TO DOC MORGAN
IN SUPPORT OF HIS COMMITTEE"S VERSION OF THE FOREIGN AID
8ILL. MESSRS. KATZENBACH, GAUD, SANDERS AND I ARE
PERSUADED THAT THIS MAY HELP TO HOLD OFF THE
REPUBLICANS AND THAT WE NEED ALL THE MELP 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 HOUSIN®E,
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:

SO0ON THE CONGRESS MUST DECIDE WHAT SMALL SHARE OF OUR
NATIONAL WEALTH SHOULD BE SPENT TO MELP THE FREE PEOPLES IN
ASTA, AFRICA, AND LATIN AMERICA WHO LIVE IN THE SHADOW
OF DESPAIR. IT IS NOT FOR AMERICANS TO DECIDE WHETMER CHANGE
WILL OCCUR IN THESE LONG-SUFFERING LANDS3 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 MOPE WHICH SO OFTEN SPELLS THE DIFFERENCE BETWEEN
FORWARD PROGRESS AND THE LONG SAD SLIDE INTO CHAOS.

1 DO NOT ASSERT THAT THIS IS AN EASY JUDGMENT, THE TEMPTATION
IS GREAT TO THRO¥ 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
?EEUT THESE PROBLEMS NOR IN MY DETERMINATION TO SOLVE

M.

BUT WE HAVE LEARNED IN THIS CENTURY THAT VIOLENCE ANYWHERE
IS A THREAT TO PEACE EVERYWHERE., WE MAVE 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.

L]
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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 GRANTS, WE INSIST ON ECONOMIC

PERFORMANCE ®Y RECIPIENTS; WE DO NOT MAKE UNCONDITIONAL HANDOUTS.
WE SUPPLY AMERICAN G00DS AND SERVICE: WE DO NOT DAMAGE THE U.S,

BALANCE OF PAYMENTS. AND OUR MISTAXES -- THOUGH WE DO SOMETIMES
MAXE 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 NEV FACTORIES

OF XOREA, OR SEE -- AS I HAVE JUST SEEN -=- THE ENERGY

AND THE VISION AT WORX 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 TAXKE 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

FUURTHER CUTS, HOWEVER, WOULD BE—AN—IHHNMTATION TO DISaSTTR.
MOMENTUM BUILT UP IN YEARS OF HARD WORX WOULD DISSOLVE 1IN
FRUSTRATION AND DISILLUSION, THME VITALITY OF THE REGIONAL INITIATIVES
WE HAVE STIMULATED IN ASIA, AFRICA AND LATIN AMERICA WOIULD BE SEVERELY
THREATENED., COUNTRIES AROUND THE WORLD WHICH HAVE TRUSTED OUR RESOLVE
AND MEEDED OUR ADVICE WOULD LOSE THE CONFIDENCE IN PEACEFUL PROGBRESS
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 T MAY ADD A PERSONAL NOTE, CAN I IMAGINE A GREATER
DISSERVICE TO MY SUCCESSOR, BE HE DEMOCRAT OR REPUBLICAN, LIBERAL
OR CONSERVATIVE, HE VILL 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 MIS DUTIES. 1 SPEAK FROM MY OWN EXPERIENCE -- AND THE EXPERIENCE
OF MY THREE PREDECESSORS =- WHEN 1 SAY THAT NONE IS MORE VITAL THaN
FOREIGN AID.

I URBE THE CONGRESS TO ENACT THE FOREIGN AID BILL AS REPORTED RY
THE FOREIGN AFFAIRS COMMITTEE.

SINCERELY, Q)‘,U\
U,LI YAl
LETTER APPROVED FOR RELEASE THIS AFTERNOON,sw=wccecce=- e/
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July 9, 1968 'j 5::;}},«‘/
ot
FOR THE PRESIDENT FROM WALT ROSTOW M‘f

!
ul
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 isclation.

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 naticnal 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 beswg 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
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



e
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.

1 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. e

Mo, e

Call me.

—— -
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SUBJECT: Status Report on the Foreign Aid Bill

\S

THE WHITE HOUSE
WASHINGTON

Friday, June 7, 1968 -- 10:30 AM

Things still have not jelled into any reliable pattern. Thg will
clearly have to wait until afterthe 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 year's expenditure rate.
We decided not to oppose this because it would probably produce more
aid money than the usual procedure.

Z. 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 Marcgy 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

before authorization bill gets on the Floor. This will probably eliminate

i . : gl i
any w tween the authorization and appropriation numbers; the authori-
zation bill will simply he% 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 dontt know what number Passman has in mind. We know that his staff is
planning to recnm.mencif $l. B billion. Gaud is going up to talk to him
next week in the hope of,persuading him to accept that number, which is
higher than we thought he would go.



On the Senate side, AID has been told that Fulbright has left Wasghington
and delegated his chairmanship for all practical purpeses until next
session. Sparkman is in the saddle. It is not clear whether Carl Marcgy
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.

However, the Senate Appropriations Committee appears willing to report
out an appropriation bill as soon as one arrives from the House. There is
no point o ocedure in the Senate, so such a bill could not be challenged
on the basis that W had no previous authorization. The result would be
that there 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 apprﬂpriatinn'ﬁd-y 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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DEPARTMENT OF STATE _l.j__

AGENCY FOR INTERNATIONAL DEVELOPMENT
WASHINGTOMN

June 5, 1968
QOFFICE OF
THE ADMINISTRATOR
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 siartling omission irom the President's speech. Aiter
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's soft-loan window and the
IDA bill. He expressed the fervent hope that the Congress would pass them
baoth.

The Foreign Assistance Act, each year, contributes more funds to
the Alliance for Progress than both of the above bills combined., It, too,
is still before the Congress. The President did not mention it.

This hurts. The Foreign Assistance Act needs the full support of
the White House., The President's failure to mention it in his speech
did not go unnoticed, Several people remarked on it o 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,

William 3, Gaud
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MEMORANDUM 14

THE WHITE HOUSE

WASHINGTON

~—SEERET— Monday, May 27, 1968 -- AM
By DECLASSIFIED
o E.O. 12356, Sec. 3.4

NY__23-318
By -2, NARA, DaeS=/2-95

SUBJECT: Status report on foreign aid legislation

I thought you might want to catch up on events since our situation room meeting.
You will recall we concluded then that 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:

l. 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
there were cuts also in all other elements except the IDA and the regional
banks. These cuts and our negotiating priorities were 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 understeaad and sympathized with the objectives of the
exercise, but he felt the "foreign aid meatgrinder' 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 Doec 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

T—SECRET/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 leaderskip
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.

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.

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.

Gaud and I met with Katzenbach on May 23 to ta!&k about the package. We
found ourselves of one mind, that the package is/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 gquestion was whether the Administration should oppose
the Morgan approach. We concluded that it should not, provided the GoytYaze
vessionis a full 12 months and includes continuation of the authority to use
the Revolving Fund for Militarg 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.
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8. The plot thickened on May 24 when Gaud was informed that Morgan
(2) 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 te report ocut 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 unless
and until there is progress on Vietnam. In response to NiblocKs ques-
tion, he speculated that passapge 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-approadch.
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 econo -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)e 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 addreasin;gs ? move along.

Ed Hamilton
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DRAFT MEMORANDUM FOR THE PRESIDENT DECLASSIFIED
E.O. 12356, Sec. 3.4
SUBJECT: Negotiating Package for Foreign Aid NI’} -

By des, NARA, Dage 2-/- 44

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. Passman
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 decimate the program at the authorization stag'e, 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 were forced to ask the House Bank-
ing and Currency Committee to defer consideration of the IDA bill because a
poll showed only 13 {out of 33) votes in favor of our share in the replenishment
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 items 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 disastrous 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 programs. But
it is also clear that major cuts are going to be made. Our best tactic is to
try to limit those cuts and influence their distribution among the foreign aid
elements. It is terribly important, for example, 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.
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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 aveid any cuts in your reguests for IDA and the
Inter-American Bank; (2) to limit the cuts in fnreiﬁ':i? and (3) to get some
authority and money for military credit sales.

There also follows a possible negotiating scenario for dealing with the
important people on the Hill. It assumes prior passage 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 final
mark-up and floor action on the Foreign Aid Authorization 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 gm l-year appropriation)

3. Inter-American Development Bank -- soft-loan window (appropriation
anly)
4. Asian Development Bank -- seoft-loan window (4-year authorization,

l-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 been 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.

—SRERETF/SENSITIVE—




The Package Offer

We would propose to offer a package cutting appropriations by
$1. 056 billion as follows:

{In Millions)

Element Cut Final Appropriation
M e pa e m e e - T G S S % T00 g1, 795
% A Tl e M [ SN P B0 340
Y e o M gol/ 160
T i 1 i e =0 300
Military Credit Sales .......... 96 200
PL 480, Title II (Donations) .... 502/ H
e B e e e e R AT £1, 086 $2, 795

1/ 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
tryving to negotiate the Europeans up to a substantially higher replenish-
ment level than was actually achieved. The "cut" to $160 million simply
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.

2/ 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 amount to more
than $100 million less than the current year, inflicting serious damage on
development programs 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 distn bution
of the cut in economic and military aid is at Tab A.)

e e =l P SRR



Negotiating Tactics:

A bargain of this kind in the present atmosphere will be difficult
and dangerous. There is a serious risk that any new Administration
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 worth 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 scenario would proceed as follows:

l. Chairman Morgan would be quietly asked to put off final mark-up
and floor action on the Foreign Aid authorization bill until after
passage of the tax bill and possible 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
proyosed package.

4. Assuming Mahon were still interested, the President might convene
a larger meeting including the leadership, the chairmen of all rele-
vant committees and subcommittees and perhaps the Republican
leadership and ranking members.

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.
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6. The Foreign Aid and Related Agencies appropriations bill -- which
includes money for all the elements except PL 480 and possibly
military sales -- would be passed at the full anthorized levels.

Clearly, the weakest link in this scenario is passage of the appropriations
bill with no cuts from the authori zation level. This is unprecedented 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 aveid 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 same. A variant now being pushed by Carl Marcy would
be a single continuing resolution to cover both authorization and appropriation
through only one vote in each House. In all of these cases the justification
would be to put off serious substantive action on the foreign aid program until
the new Administration takes power.

The House Foreign Affairs Committee 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. §5till, it is at least 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.

Recommendafion:

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 Chairman Mahon when and if he seems receptive.

—SEC TSNS FP -
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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
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WASHINGTON
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MR. ROSTOW:

Attached is the table you re-
quested at Wednesday's staff
meeting.

e Eg

Mike Glitman
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Military and Aid Expenditures 126 72 cf
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Country Military Add Total
Belgium 3.3 « 50 3.8
Canada 3.6 + 45 4,05
Denmark < 2T 3.57
France 6.3 » 85 7.15
Germany 4,8 .47 5.27
Italy 3.9 .22 4,12
Netherlands 4,1 «35 4, 45
Norway 4,0 w3 4,19
UK 6.8 «55 7. 35
U, 5. 9 3 + 53 9. 83
Japan 1,0 {(approx, ) .31 1, 31 (approx. )
Sweden 4,0 (approx. ) 30 4,30 (approx, )
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THE WHITE HOUSE
WASHINGTON

Thursday, September 21, 1967 -- AM
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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.
dad
2. The Senate jem to allow the funding of NATO infrastructure
to remain in the Foreign Aid Bill. (We had tried to move this
$65 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 Conferelgereport

before the week after next.

Ed Hamilton



THE WHITE HOUSE
WASHINGTON

February 7, 1968

MEMO FOR Walt Rostow

FROM Joe Califanc

May I please have your comments on
the attached message by 6:00 p.m.
this evening.

Attachment

Draft of Foreign Aid Message
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FOREIGN AID MESSAGE
TO THE CONGRESS OF THE UNITED STATES:

Peace will never be secure so long as:

-- Seven ocut 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
beckeon, 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, 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 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 ?alid 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 freedom. 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
ghape 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 conilict
and thus ensure our own security in a peaceful community of nations.

For Fiscal 1969, I propose:

-- An economic aid appropriation of 52, 5 billion,

== A military grant aid appropriation of $420 million,

-- New and separate legislation for all foreign military credit sales.

== A five-year program to develop and manufacture low-cost protein

additives from fish, to help awvoid the trapic 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 dgvelopment-lending

affiliate of the World Bank. For every two dollars the United States

contributes, other nations will contribute three dollars.

-=- That the Conpress authorize a contribution to new Special Funds

of the Asian 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.




Commeon 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 we announced last year.

L Self Help

Salfl-halp is the fundamental condition for all American aid. We
will continue to insist on aevera.ll dollars of local investment for every
dollar of American investment. We will help those -- and only those --
who help themselves. We will not tolerate waste and mismanagement.

- 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 another 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 Administration in the developing countries. The Administration
will transmit specific legislation promptly L:Lpun completion of thege

discussions. I urge the Congress to give it full support.
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3. Regionalism

Last year I joined with the Latin American Presidents to renew,
reaffirm and redirect the Alliance for Progress,

The nations of free Asia began a general survey of their joint
transportation and education needs, while work proceeded on projects
to bring'puwer. 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 million each to the Bank's fund for special operations,
The second of these 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. Iurge 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
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share of the total fund and if it did not adversely affect our

balance of payments, I urge that the Congress take prompt and

favorable action on this request.

C. 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's Ordinary Capital. We must
stand ready to provide a fair share of their help, with
full safeguards for our balance of payments.

4, Priority for Agriculture and Population Planning

Victory in the war on hunger is as important to every human being 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 AlD-financed imports this year will consist of fertilizer
and other 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 program to
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 aarth'.s surface. Ihave 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 processes for the production of

Fish Protein Concentrate.

== 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 1967 there were 26.

As late as 1963, this government was spending less than $2 million
to help family planning efiorts abroad. In 1969, $35 million and additional
amounts of local currency will be committed.

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.

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 Pavments Protection

Our ability to pursue nur. 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. 5. 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,



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. 5. 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. 5. firm.

More than 120 American colleges and universities contributed
to AID technical assistance programs.

Thirty-three American states supported development work in

14 Latin American countries under AID's Partners of the Alliance

Prograimn.

All of these efforts will be sustained and expanded in the coming year.

We are committed to maximum encouragement of private investment 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 r&venue-s 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 1966 to 25% in 1967.
-=  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%.
wl Colombia has also averaged 5% growth while undertaking difficult
financial and social reforms.

-= Central America leads the way toward the economic integration

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 affactive;nass 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. Ewven as she fought to save her people from starvation, she
prepared for the day when the monscon rains would return to normal.

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
vear 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 te. 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 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.
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Turkey's economic record is outstanding. 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 92% 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 will no longer

require AID's help.

Africa

I recommend $179 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 last year,
-= Most of our bilateral programs will be phased out in
eleven more countries in the following year.
- Expanded regional and international projects will meet the
development 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
JL:E rica's problems. It expands markets., It encourages economies of
scale. It gives meaningful evidence of our concern and interest in African
development.
This is not a policy of withdrawal from Africa, Itis a policy of
concentration and of maximum encouragement of regional cooperation, A
continent of 250 million pecple has set out with determination on the long

road to development. We intend to help them.
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Vietnam

I recommend a program of $480 million to carry forward our

economic assistance effort in Vietnamwe au € fforT whick will be iuTensified by #e ueed
1o rectore ind reconsTuel the ciTies aund lT-wntaﬁ'nH
Iy FeclyT

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 cenditions
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:

==  Intengify agricultural programs aimed at increasing rice
production by 50% in the next four years,

- Concentrate our educational efiort toward the Government's

goal of virtually universal elementary education by 1971,
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-= Stress, in our import programs, the key commodities needed

for agri::ulturall.l and industrial grn:ﬂﬂi.

-- 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 Vietnam with the
same energy and determination with which we resist aggression. They
are just as wvital 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, DespiTe recedT mrTh Korean phessvie

o SouvTh f'h.n.-:.i; the momeutows gud self coulidence of Tlis gt-‘!au?"

MatTiew will be = qud MusT e - WalaTaived,
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g Indonesia has stepped away from the brink of communist
domination and economic chaos. She has undertaken the hard
course of stabilization and rehab.ilitatinn and is moving toward
development. She needs help from the U. S. and other donors,
who are wurkilng together with the International Monetary Fund
and the World Bank. It is overwhelmingly in our interest to

provide it.

Military Assistance Programs

I recommend $420 million for grant Military Assistance Programs

under the Foreign Assistance Act.

More than three-quarters of our grant military assistance will support
the military efforts of gatinnﬂ on the perimeter of the communist world and
countries where the U. 5. 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
necessary for lasting development progress.

Qur 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 fn:.' 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 Bepublic of Korea,

This can be accomplished within the authorizing legislation already
.ena.r.‘:ted.

With this additional help, the Armed Forces of the Republic of
Korea can gain new strength through the acguisition 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. Itis 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

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 guestions 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 these questions by
enacting the full amount I have requested. I do not propose this as a
partisan measure. I propose it as an extension of the humane 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,

Iurge the Congress to meet this test,

THE WHITE HOUSE,

# # # #



Monday, February 5, 1968 -- 1:00 p. m,
Mr, President:

George Woods called me from Rome this morning. He asked if it
would be possible for you to say a few words to Prime Minister Wilson
in support of an idea he has been supporting; namely, that a group of
independent, well-known citizens of various countries, peeferably
chaired by Lord Oliver Franks, uniertake this year a study of how foreign
ald has evolved in the past 20 years and where it should go in the future,
This idea was supported by our representative at a recent meeting of the
QCECD. It would be completed by the end of the year.

The idea has the advantage of looking at foreign aid on an international
basis and implying for our people and the Congress that any moves forward
in the future would be on the basis of multilateral commitments,

If you would have a few words with Wilson about this, he believes
Pearson will also talk to Wilson in support of his proposition. He has
talked to officials of the UK Treasury who are favorable. But they
believe that Britain., with its weak economy at the present time, should
not be too far out in front. Heorge Woods is personally taking on the
Germans.

He plans to make a further statement in support of the proposition on
Friday in New Delhi at the UNCTAD meeting.

Woods also reported that the IDA replenishment, at $400 million, is
"now buttoned up., " He assured me that the terms are acceptable to our
Treasury balance of payments position. Only the Australlans and South
Africans now have to be brought aboard.

W. W, Rostow

cc: Mr. E. Fried
Mr. E. Hamilton

WWERtow:rin
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February 1, 1968

FOR WALT R W
FROM  Joe Califan
Attached is a draft of the Foreign Aid

Message,

Would you please review this message
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 p.m,,
this evening.

Attachment
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DRAFT - February 1, 1968 a
FOREIGN AID MESSAGE —
TO THE CONGRESS _DF THE UNITED STATES:
Peace will never be secure as long as:
-=- Beven ngt 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 more than a lifetime of back-
breaking teoil which only preserves their misery, violence will always

beckon, freedom 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 -America resolved to lead the free world against
the destructive power of man's oldest enemies. 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 disappointments would test our. will,

But we also knew that a single ray of hope == a school, a road,
a hybrid seed, a vaccination -- does more to build the peace and guard

America from harm than all the guns and bombs.

"This is the great truth upon which all our foreign aid programs are

founded, Ifwas valid in 1942 when we helped to put Greece and Turkey



on the road to freedom. It was walid in the early fifties when the
Marshall Plan helped rebuilld war ruined Western Europe intc; a
showcase of freedom. It was valid in the sixties when l.r;.l't helped
Taiwan and Iran and Israel to take their places in the ranks of free
" nations able to defend their own independence, moving toward

prosperity without aid.

More than ever, it is valid today when 500, 000 American men -
resist aggression in Vietnam, proof that violence and terror in Asia 4

can affect every home and every family in America.

The programs 1 propose today are as important and as essential
to the security of this nation as our military defenses., Victory on the 1
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 Fiscal 1969, in foreign aid, as in all other government programs,

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 Bureau
of the 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 American purpose: To help root out the
causes of conflict and thus ensure our own security in a peaceful

community of nations.

1 propose:

-- an economic aid appropriation of $2. 5 billion, the same

amount I requested last year.

-- a military aid appropriation of $ million. This

i
[

amount reflects a further proposal that all military assistance

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 now inflicted on millions of children because

of malnutrition in the early years.

== that the United States join 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 Bank for

agriculture, transportation, and other vital projects. The

necessary legislation is already before the Congress.

== prompt appropriation of the second annual contribution to the

Fund for Special Operations of the Inter-American Development

Bank, which the 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 will remain in callable status

in the U.5. Treasury. : |

-- that the Congress 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 Commeon 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 1 announced last year.

1. Self-Help:

-

This is the fundamental condition for all American aid. We will
not tolerate waste and mismanagement. 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 thems elves.

2. Multilateralism

In 1968, 80% of our AID loans were made as part of international
arrangements through which donors and recipients alike carried their

fair shares of the common burden.

America now ranks _ among donor countries in terms of the
share of its national product devoted to foreign aid. Japan has doubled

her aid to East Asia in the last year. Germany has maintained her aid



expenditures despite budgetary restraints which have curtailed domestic

- welfare prugrama.' 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 Intet'na.tinna.l
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 céntinue the IDA's
critical work in the developing countries. I shall transmit specific

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,

reaffirm, and redirect the Alliance for Progress.

The nations of free Asia began a general surwvey of transportation
and education needs, while work proceeded on projects to bring power

and water and the other tools of progress to all..

The African Development Bank, financed enttirely by Africans,

opened its doors and made its first loan.

The coming year will present three major mpportunities for the

United States to add new momentum to their efforts:

== The Inter-American Development Bank stands at the center
of the Alliance for Progress. Last year, the Congress

authorized three annual contributions off $300 million each
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to the Bank's fund for special cperations. The second of

these contributions must be appropriated this year. But

we must also expand the ordinary capital of the Bank which

comes {rom sales of its bonds in f.he private market. Since
1960, we have appropriated $612 million which is kept in
callable status in the U.5. Treasury as a guarantee against
these bonds. Mot one dollar of this money has ever been
spent, but $612 million has been raised from private sources
to finance worthy projects. We must extend this proud record.

I urge the Congress to appropriate $206 million in callable

funds needed this year.

The Asian Development Bank ha B. requested the help of the
United States, of Japan, and of other donors to establish a
Special Fund for projects of regional significance -- in
education, transportation, electric power. Last October I
asked the Congress 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 {avorable action on this request.

The African Development Bank has also asked for our help
to establish a small Epeciai 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,



4, Priority for Agriculture, Health and Education

Victory in the war on hunger is as important to every human

being on this planet as 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 rich and the poor nations join in a long-
range, innovative effort unprecedented in human affairs, we faced
a food-population crisis in the mid-1980'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 general economic growth.

AID programs are designed both to stimulate general economic
growth and to give first priority to agriculture. In India, for instance,
% 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 yiéld wheat
seeds in 1967. By 1970 this will increase to 32 million

acres.
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-= Brazil, with AID help, has developed a2 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
gince . This historic achievement owes much to new

seeds developed with the cooperation of the Ford and

Bockefeller Foundations.

I have directed that in the year ahead AID increase its investment
in agriculture to % of total commitments. I will also propose a
three-year extension of the Food for Freedom program which provides
interim food shipments to stave off disaster whil-;: hungry countries

build their own food production,
[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

preventing 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 fainily planning efforts abroad, In 1968 we will commit $35 million.

In 1969 we will do even more.

Family planning is & 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 escape this truth, The United States stands ready to help those

governments which accept it and move to deal with it,

5, Balance of Payments Protection

F

Our ability to pursue our responsibilities at home and abroad rests
on the strength of the dollar. The net effect of all AID t::peratinnn 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 -- ancther $100
million -~ in 1968. Virtually no outflow now results from AID expenditures
outside Southeast Asia where our national security is directly at stake,

We anticipate that repayments of AID loans will more than offset the

1968 outflow caused by AID expenditures.
I pledge our best efforts to make further savings in 1969,

b, Efficient Administration

[AID to supply examples. ]

A Year of Opportunity, A Year of Risk

Latin America

I propose appropriations of $625 million for the Alliance for Pru_;re.as.

Much was achieved when the American Presidents met at Punta del Este
last Spring. We met to reaffirm a partnership which has already produced

six years of accomplishment:
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== A total of $130 billion in Latin American investment, r:ﬂmpare-:l-,

‘with $7. 7 billion in American aid.

== A 30% increase in tax revenues,
-- A % rise in average income,

We met to chart a new course for that partnership in the years ahead.
We agreed to move toward economic integration, We set new targets
for improvements in agricuiture, in health, 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 peace ful 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 toward mutual

security and development.

Mear East and South Asia

1 recommend $706 million in appropriations for the Near East and

South Asgia,
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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 of 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 monsoon rains would return to
norvmal., 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 hlElz 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-wise and pound foolish.
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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. Over-all
economic growth has averaged:  percent. Agricultural production
is growing  percent faster than population. Private investment has

exceeded expectations.

Now the Government of Pakistan has -undﬂrtaken 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 cutput has
grnﬁrn nine percent per year, Food production is growing at twice the
rate of population growth, Difficult problems remain, but we may now
realistically look forward to the day -- possibly in the early 1970's,

. when Turkey will no longer require AID's help.

Africa

I recommend appropriations of $179 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 of our bilateral activity will be phased-out in eleven

more countries in the following year.

-- Expanded regional and internationzl projects will respond to the

development 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 mot 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 the.m..

Vietnam

I recommend a program of $480 million te carry forward our economic

assistance effort in Vietnam.

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.



14

-- 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 problems 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:

-- mount 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 programs, 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 Vietnam with the
same energy and determination with which we resist aggression, They

are just as vital to our ultimate success,

East Asila

I recornmend appropriation of $277 million for East Asia,



15

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, economiec, social and political develop-

ment offer the best protection against subversion and attack. Despite

communist pressure, they are getfing on with the job. For example:

-

Last year the Korean economy grew by 10 percent; dﬂmeati_c
revenues have doubled since 1965; e.:-ncports har.xre 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. aid as the

capacity for self-support grows.

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 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 3260 million for grant Military Assistance Programs

under the Foreign Assistance Act.
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More than three-quarters of our grant military assistance will
. support the military effcur.l:sl of those nations on the perimeter of the
communist world and countries where the U, 5. maintains defense
installations important to cur own national security, These programs
are a vital link in our own defense effort and an integral part of Free

World ceollective security,

Elsewhere our programs focus on building the internal security

necessary for lasting development progress.

QOur 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 maintain this record and improve it. We will consider efforts
to keep military expenditures at minimum essential levels an iinpc:-rtant
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 prcbiem. 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 more.

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 popular, but it is right,

The pecoples we seek to help are committed to change. This is an
immutable fact of our time, - The only question is whether change will
be peaceful or violent, whether it will libe'::a.te 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, Itis 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

one-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 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?

a
This Congress can give fresounding 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 = g

THE WHITE HOUSE

WASHMINGTOR

SECRERE— Thursday, January 18, 1968 -- PM
WWH:
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 appropriation 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 McMNamara'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, bt 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 fos
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), Would
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.

DECLASSIFIED
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We now hear that the Committee wants McMNamara 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 head 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 most unpopular part of MAP and a real
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 passing the new separate credit sales bill. Charlie
will suggest MeNamara 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 Hamiltoen



FOR IMMEDIATE RELEASE NOVEMBER 15, 1967 16

Office of the White House Press Secretary

-------- o o e e R e e o e  m e om e Em om m owm m

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 the argumernt 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 train 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 emallpox, as the AID program did last

year.

MORE
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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 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 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.

Il 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.

# i
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But mere words alone will not ade-
gquately shield the Mation.

CONGRESSIONAL RECORD — HOUSE

modernization; the initiative and much
of the human and physical resources

Hard work and hardware are required must be provided by the reciplent coun-

to deal with weapons of mass
in space.

EVALUATION OF U.S. FOREIGN AID
POLICY

The SPEAKER pro tempore. Under
previons order of the House, the gentle-
man from New York [Mr. HALPERN] 15
recognized for 10 minutes.

Mr. HALPERN. Mr. Speaker, befare
we begln debate on the forelgn assist-
ance and related agencies approprintions
bill of 1948, I should like to offer for the
eonsideration of our colleagues an evalu=
atlon of our oversll approach to forelgn
asslstanes as embodied in the Forelgn
Ald Authorlzation Act, accepted Inst
weelk by this body,

U8, forelgn ald policy has, of lats,
been subject to much eriticism. But eritl-
cism Is easy. The harder task is develop-
ing a realistic approach to U.S. foreign
ald and defining the reasons for U5, ex-
penditures. My examination of our
recently passed forelgn ald conference
report, excluding provisions for military
and supportive assistance, convineced me
that our appronch to forelgm alid s
basically sound.

The United States has a crucla] inter-
est In the direction of development of the
rest of the world, She cannot expect
eountries to follow similar paths of mod-
ernization. Bui she can affect the direc-
tlons 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 enolgh to eon-
tinue forelgn ald.

The Inrﬂ.u:n aid bill of 1968 recognizes
that the problems developing nations
face today are gqualitatively different

Many countries have yet to achieve a
sense of thelr own nationhood, The de-
veloping pations' Inslstence on Immedi-
ate modernization, on a total changing
of soclety without first developing the
necessary technology, education, funds,
and other equipment have jed to bottle-

necks and violence,
How do these conditions affect US.
ald polieles? Mo Marshall plan can salve
nations

Eimu-ﬂhmerﬂitﬂmﬂnn.
In his forelgn ald message of 1067,
President Johnson ealled self-help *the
Hfeblood of economic development.™
‘This bill recognizes that this country and
uhcrmmunnmulrml:-mn
fraction of the

try. Bectlons of the bill place further
emphasis on the principle of self-help. It
combines 20 years of experience by

ting the criteria to judge the efforts of
re;amlent- countries to Improve them-
BEIVES.

This bill further recognizes the limita-
tlons of US8, ald attempts. The United
Statrs cannot the world. Thus,
this Matlon has selected 16 key target
nations for her major ald ventures.

‘This bill further recognizes the Hmita-
tions of U8, efforts by selecting areas of
priority. Although much of the under-
developed world iz still agrarian, many
nations are still incapable of feeding thelr
own populations. Thus, the bill eontinuwes
the 18961 provislons to Increase the tech-
nology, *marketing techniques, and to
make recommendations of the most ad-
vigsable crops a country should produes,
While efforts are being made in the field
of long-term Improvements In agricul-
ture, Publlic Law 480 provides unfore-
seen emergency famine relief. Rocogniz-
ing that the world population eannot be
fed In the future if current growth rales
continue, the United States has Increpsed
her program urging voluntary family
planning. Modernlzation iz Impossible
unless a eountry's population Is healthy
and skilled: thus, B, 1872 continues US.
priarities In thess two areas also.

B, 1872 Is m sound law because it allows
the necessary fexibility of policles for
development of countries. It provides the
guidelines for project-tied and develop-
mental ald, ald with and without strings,
and both grants and joans of funds,

Project ald enables the United States
to direct a country's development. By al-
locating funds and technology for specific
projecis, the United States can provide
the necessary impetius for projects such
as the Indus Basin project which
a country without ald might never
attempt. The United States alsa 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 HER. 12048 recognizes, Thus, the
1868 bill has supplemented project ald
and ald with strings with development
nid and “soft ald,” allocations for which
the reciplent country can determine her
own uses, free from strings. A combina-
tion of thess types of ald gives the re-
dpl!t:.“ freedom to plan her own develop-
e

Current U.8. ald places further empha-
&z on loans rather than grants. Thus, &
“pipeline” or revolving fund for future
ald ventures Is created. The merits of this
policy are apparent. But, I belleve that
future efforts in this direction should be
tempered because of fear of fiscal
difficulties it creates the reciplent
countries. U8, sccumulation of forelgn
currency lowers the cireulating currency
in developing nations and creates the fear
that some day T8, stockpliles of forelgn
currency will be rnhl.nd.. flooding the
market and leading to economic up-
heaval In the country receiving ald

(_

November 14, 1.‘36?’
I must repeat that the United States

enterprise as the only princlple upon
which an economy can be bullt,
change often demands regula-

the government is often more of
surance for the conditions In whi
mocracy can flourish than a d‘.lmrfier]y.
bottlenecked, free enterprize system in
which frustration and violence ean be=
come more rampant.

These efforts mentioned are limited to
about 16 countries, Biit techoologieal ald
under title IT of the development assist-
ance program benefits a total of 40 coun-
tries. The United States ls thus helping
to train people in the necessary skills
needed for modernization, and makes
her forelgn aid program a broader one.

Forelgn ald is not simply a bilateral
venture by this Natlon. Some of the more
promising features of this bill are con-
talned In the provislons for U.S. support
of Intermational organizations such as
the World Bank and Inter-American
Development Bank, groups of nations
acting In consortia, and the agencles of
the United Nations. These groups have
the potential of providing more funds
and ald free from the pressure of the
demands of any one government. My re-
cont trips to Latin America and Africa
have convinced me that, although these
groups are now limited in 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
eountry, the recipient of ald may be an
entire region. Countries are political
boundaries and are not economically
viable, Many projects like the Indus Ba=-
sin project and plans like the Colomba
plan must deal! with an entire region to
be effective. They can benefit a great
area as well,

Through its Forelgn Assistance Au-
thorization Act, Congress has playved an
important role in ereating U.S. foreign
policy. Congress has provided the broad
outlines nnd necessary flexibdlity for our
forelgn ald, The effectiveness of thix im-
proved foreten ald il now depends apon
efficient adminlsiration and implementa-
ton of its provislons.

I support this bill as a good definition
of the needs of developing countries and
hope that will continuge to play
a role tn this fleld by examining the bm-
plementation of policles throughout the
duration of 8. 1872.

Es

IS5 THE SECRETARY OF LABOR
ABOVE THE LAW?

The SEPEAKER pro tempore. Under
previows order of the House, the gentle-
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I have signed the Foreign Assistance Act of 1967, W :

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 nourigshes 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 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 m}aelﬂw the re-quﬂs.t
of ?:Exrevinuﬂ year.

The Congress has now reduced even this request by almost 5400
million, and the Appropriations Committees are considering further

substantial reductions.
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I know that this is the result of profound consideration by thoughtful
men who seck only to serve their country. I know too that there are many
other pressing claims on our resources. There is no absolute in these
matters. Each man mmust make his own assessment of the conseguences.

I respect the jedgrment of the Congress. DBut I would be remiss in
my eamm m 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 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
clagsrooms, as ﬂle?filﬂ'ugram 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 people 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 me 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, a2 hospital equipped, a farm made
productive, and, ultimately, a nation built. This is not the stuif 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.
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DEFPARTMENT OF STATE

AGENCY FOR INTERMATIONAL DEVELOFPMENT
WASHINGTON

November 8, 1967

OFFICE OF
THE ADMINISTRATOR

MEMORANDUM FOR THE PRESIDENT
SUBJECT: Foreign Aid Authorization Bill

This afternoon the conference report on the foreign aid authorization
bill passed the House (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 atiach
to the Syminglon 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 fo Latin countries.

A motion by Gross to recommit the .onference report failed by 196-201,
The motion would have instructed the House conferees fo insist on

= The Gross Amendment to prohibit military sales to, or
purchases from, countiries 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 plans to hold hearings (they

will be brief) as soon as the House acts. /[/%

William S. Gaud

LisiiED GFRBIAL ke



MEMORANDUM {L‘-f

THE WHITE HOUSE o
WASHINGTON

Tuesday, September 19, 1967 -~ 6:45 PM

W

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 itemse, The only interesting results were as follows:

l. The House and Senate split the difference on the Supporting
Assistance authorization, agreeing upon $660 million -- half-way
between the House'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 sessiong 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.

=l

Ed Hamilton
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THE WHITE HOUSE o
WHSEHINGTOMN

August 23, 1967

Honorable Thomas E. Morgan
House of Representatives
Washington, D.C. 20510

Dear Tom:

The foreign aid bill reported out from the Foreign Affairs Committee
reminds me once again how greatly the nation is in the Committee's
debt. i

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. i

But each of the four postwar Presidents has known th t the most

precious dollars voted by the Congress on behalf of .2 nation's !
security have been -- and continue to be -- foreign ald doliars, :
Historians will conclude, I am sure, that our decisions to begin and

continue foreign aid programs will rank high among the important

policies adopted by this country.

Military 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.5. itself might be drawn into military conflict.

Economic aid -- where we have had the opportunity »c wvork steadily
with adequate resources -- has yielded a series of proud success
stories: Ior example, in Asia, 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 &.e Jourth year in
which, by and large, the Punta del Este targets of progress will be
achieved in most of the nations of the region.

— . = —— e |
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Owver the years we have learned a good deal about the development process,

and our programs are now tighter and more effective. As you know, we

have stricter standards of seli-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 atiention 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 other nations, We live in a world
where it would be literally dangerous to our interests for us to break
stride in our eifort 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.

Sincerely,

PRESERVATION COPY
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MEMORANDUM FOR MR. BENJAMIN READ

Attached are two coples of the letter which
the President sent to Congressman Thomas E.
Morgan re his work on the foreign aid bill.

Please see that AID is given one copy.

W. W. Rostow

e (0
J
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THE WIIITE HOUSE
WASIHINGTON

August 4, 1967

Dear Tom:

The foreign aid bill you have just reported out from the
Foreign Affairs Committes reminds me once again how
greatly the nation is in your 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 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 diminished at many points the risk that the U, 5. itself
might be drawn into military conflict.

Economic aid -- where we have had tks opportuity to work
steadily with adequate resources -- has yielcaa a series of
proud success stories: for example, in Asia, South Korea,
Taiwan, Palistan, 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's
interests that we continue this work steadily. As you know,

— W s T
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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
for 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 with
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 of 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
persuasion which lie ahead in ensuring continuity in these
critical programs.

Sincerely,

Honorable Thomas E, Morgan
House of Representatives
Washington, D. C, -

- - - - e ——
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Appendix I

SOME REFLECTIONS ON THE NATURE

AND FUTURE OF MILITARY ASSISTANCE

The authors of this note have had cccasion in
recent months to renew an acquaintanceship with the Mili-
tary Assistance Program after a long separaticn. One knew
it as an Assistant Secretary of the Navy in the late Fifties.
The other knew it as Chief of the American Aid Mission to
Greece in 1949-50 and as Deputy U. 8. Special Representa-
tive in Burope, 1952-53, concerned with the economic under-
pinning of NATO, then coming into being.

Our recent cbservations have led us to fear
that the Military Assistance Program is falling A'Hl t&rinul
trouble because of growing confusion as to its purpose.

Uncertainty of purpose is indicated, for example,
by the many conflicting views about the program which one
encounters among officials in Defense, State and AID who
have a direct or collateral interest in its administration.
The differences of opinion are not so much between agencies
as within them. Because the program must be related to other

poelicy objectives, a broad range of concurrence is required
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in decision making. It seemed to us that some involved in
decision making on important aspects of the program have had
infrequent occasion to consider the program as a whole or

to think of its future beyond a few years. This situation
may reflect an inadequate presentation to them of program

objectives and history.

The purpose of military assistance is to promote
the national security of the United States by developing
and maintaining the mutuality of security interests of
ourselves and certain other nations occupying forward geo-
graphic areas. On this the legislative history is clear.

The purpose is being progressively blurred.
Conceptual or strategic thinking concerning aid - military
or economic - has not been notably evident for some time.
The program is thus increasingly shaped by tactical con-

siderations of funding. In the absence of conceptual re-

finement and adaptation to meet new circumstances, the program

lends some truth to the McLuhan doctrine that the medium is

the message, the medium in this instance being the Congressional

Presentation. In response to heavy pressures to curtail cost,

the emphasis seems to be more and more on how to end aid

rather than on why it is needed.

—SECREF—



The legitimate, indeed, essential objective that
the aided nations should progressively bear more of the
costs of their defense establishments has come to be ex-
pressed in a formula - almost a slogan - of "more self
help; less grant aid." However, in some circumstances
more of both may be needed. It may also be that there is
some bed rock level at which grant aid to the less developed
countties in the forward defense areas will need to be con-
tinued indefinitely until major changes in world politics
occur.

A feequent view of the future of military assistance
reflects an analogy with economic aid. Marshall Plan aid
served its purpose and was ended. 8Some nine years later
it was practical to end most grant military aid to Western
Burope. Since then economic aid to Greece and Taiwan has
justifiably been ended. Ergo, military aid to them should
also be phased out. More tardily will come Turkey and
Korea. Phased down, yes. Phased out, we are not so sure.
In any event the decision should be made not by analogy but

by an examination of the purpose to be served.
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In the course of our examination of self help
in defense as shown by Greece, Turkey, Iran and Taiwan,
it seemed to us that what they have already achieved is
not well known in interested agencies and that the prob--
lems, means and pace of further self help are not widely
understood. The practical potential of the particular
means of self help which we were asked to explore - local
production of materiel - turns out to be disappointingly
low but the initiative for its exploration seems to be
almost unique in approaching the problem imaginatively
and in a long term perspective.

The U. S. percentage share of the total cost of
the defense establdéshments of Greece, Turkey, Iran, Taiwan
and Korea as represented by budget support and arms supply

declined as follows in ten years.

1956 1966
% %
Iran 72 17
Turkey 77 20
Greece 53 25
Taiwan 83 29
Korea 21 B2

—SEEREF



The percentages are only approximate. Total
costs were computed by equating dellars and local curren-
cies at official exchange rates; also a single year is not
an adequate base for measuring the level of grant aid.
Nonetheless the above figures tell the story well if not
precisely. Korea, of course, with troops in Vietnam repre-
sents a special situation.

In attempting to compare costs of defense estab-
lishments at the beginning and end of the same decade we
found about a 20% decline in Korea, a one-third increase
in Iran, while costs in Turkey, Greece and Taiwan were
slightly upward, when measured in constant prices. (The
margin for error in these calculations is greater, since
in addition to the unreliability of official exehange rates
there is imprecision in price indices used to discount
the effect of inflation).

We estimate that during the third decade of

U. S. military assistance to these countries all but Korea

will become able to absorb in their defense budgets all costs

of their military establishments at present levels without

=SECRET
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increasing the share of GNP devoted to defense. In Taiwan,
for example, a 4% yearly increase in the present self
financed portionof the defense budget would eliminate in
10 years the U, 5. financed deficit in the cost of the
defense establishment. A faster pace is within the
country's capability.

Balance of payments, however, will almost
surely present a serious obstacle for all but Iran.

We have calculated that at best no more than 10% of the

arms and defense supplies which the U. 8, currently finances
can be supplied from local production on a sound economic
basis. Thus if grant aid is kerminated at least 90% of pnew
self help will need to be financed with foreign exchange.

We do not find that the implications of this prospect have
been assessed.

In our study we have relied heavily on mathe-
matical analysis. At some point, however, arithmetic pro-
jections lose validity. Military assistance to the less
developed nations in the forward defense areas - in the

arc from Greece to Korea (with gaps) - is not merely a

—SECRET—
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form of aid that is tardy in termination. For accounting
convenience, all military assistance is priced as the
cost of arms and support equipment which the U. 5. supplies
to aided nations. But there are also important tangibles
in the form of installations and equally important intan-
gibles in a mutual security relationship which are not
invoiced. At present aid levels they need not be. But if
all aid is ended the non-invoiced considerations may be en-
dangered. The ultimate level of grant aid to mutual security
partners in the forward defense areas, in our view, must
be determined by political-military considerations of a
strategic character independently of GNP and trade balances.
We surmise that the foreseeable character of world
polities will require us to have a special relationship
for perhaps some decades to come with Greece, Turkey,
Taiwan, Korea and some other forward defense nations in
Asia. It would be a special relationship of a kind for
which we find no precedent in our history, except within
the past two decades, and for which we have not yet con-
ceived clearly a pattern for the future. One element in
such pattern as emerges may be an indefinite sharing of

the costs of their defense establishments.

\



A

However, the continuance of dollar financed arms,
to the extent required, need not go uncompensated. As the
forward defense nations progress, they can and should help
support a part of the U, 5. international burden, which they
could do in their own currency. The technical assistance
in rice cultivation which Taiwan already gives to other
nations as far distant as Africa gould be the beginning
of a practice that could be much more extensively developed
as a counterpart of mutual security support.

Military assistance (leaving aside Lend Lease
and other aid to allies in World War II) began just two
decades ago with aid to Greece and Turkey. Officially,
the program is dated from 1950. In the 17-year period,

FY 1950-66, total military grant aid was $31,682 million.

Of this $2,673 million is accounted as world wide and regional.

The remainder, $29,009 m@llion, was given to 77 countries.

A useful differentiation among the recipients is:



—SECRET—

9
$ million

EBurope, l4 countries,
excl. Greece & Turkey 14,100 49%
Greece, Turkey, Iran,
Taiwan, Korea 8,666 30%
Other forward defense
nations: South Vietnam,
Thailand, Laca, The
Philippines, plus, now
inactive, Pakistan, India,
Cambodia, Japan 3,321 11%
50 other nations 2,912 10%

Grant aid to Europe, it should be noted, was
largely completed in one decade,

Largely because of peripheral issues, the Mili-
tary Assistance Program is on the defensive. 1In this cli-
mate of opinion, major questions concerning mutual security
relationships with the forward defense nations are coming
to the fore and could become acute. Williit be practical
or desirable to eliminate all grant aid? What should be
the nature of the long term relationship between these nations
and the United States?

We suggest that a major new assessment would be
timely and that it might be made with the assistance of a
public committee. The only major review of the Military

Assistance Program has been that of the Draper Committee in

—SECRET—
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1958-59. It performed two great services. One was to
establish an orderly administration of programs that had
been created on an emergency basis. The second was public
education, accomplished through a series of well timed
interim reports. An examination of basic concepts was not
required then. We believe such is needed now. The admini-
strative pattern proposed by the Draper Committee has sur-
vived well. But public education again is needed.

A new Draper Committee, if created, should include
at least some men who know the program historically. (At
times the aid program, economic as well as military, seems
to be organized as an enemy of memory). Among men who helped
shape the program or participated in the Draper Committee
(some like General Draper did both) and who would command
publiec confidence, are General Draper himself, W. Averell
Harriman, General Alfred Grunther, Livingston Merchant,

W. John Kenney, General Frederick L. Anderson, C. Tyler
Wood, Russell Dorr, Luke W. Finlay, Joseph Slater and General
Charles H. Bonesteel III,

Cecil P. Milne

Paul R. Porter

SEERET



PORTER INTERMATIONAL COMPANY
800 Seventeenth Street, N.W.
Washington, D. C. 20006

RECE POR CLASS MA LS Dates Mugust 3, 1967

TOs
Mr. Walt M. Rostow

Special Assistant to the President
The White House
Washington, D. C.

I hereby certify that I have received the following
clagsified documents from Porter International Company in connection
with research on a classified contract between said company and the
Department of Defense.

NOTE TO ADDRESSEE: Please sign original and return to Porter
International Company at address given above,
the duplicate is for your records. We have
retained a "stayback copy" to held pending
receipt of original from your office.

CLASSIFICATION DESCRIPTION OF DOCUMENT OUR CONTROL NO.

SECRET copy 4 of 4 cc - Appendix I 5-84
(revised as of 8/3/67) to
Final Report for Department
of Defense dated July 31, 1967
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PORTER INTERNATIONAL COMPANY

BOO SEVENTEENTH STRELT. M. W,
WASHINGTON, D. C. 20006
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August 3, 1967

Mr. Walt M. Rostow

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 production of
defense goods now supplied as grant military assistance.
The enclosed is a by-product cbservation 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 age and was depressed.

Best regards,

Sincerely yours,
=T
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PRP/mp Paul R. Porter

(Enclosed but detached
SECRET Appendix I to
DOD report 7/31/67)
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MEMORANDUM (%) DECT L2
THE WHITE HOUSE Iﬁl? 1323g5fﬁ-fﬁi~3-d
WAITHINGTON ET = : Nm‘ D:lt.s-bf:-is'

P Monday, July 31, 1967, 1:00 p.m.
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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 a2 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. Ewven 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. Ata time
when new IDA money is not in sight and the Europeans
are wm in a stingy mood, the cut in our contribution
could well shake the whole consortium framework.

-- a 30% cut in Pakistan.

-- a 40% cut in planned aid te Turkey, probably forcing
a delay in Turkey's "graduation" from 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.
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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 cur major client countries. In other
years, greater concentration and windfalls created by world events (e.g.,
the Indo-FPak 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 notun-
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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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.S5, 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:




-
(in millions of dollars)

Budget "Estimated" Resulting

Request Cut Appropriations
Alliance for Progress 643 -103 540
Development Loans 774 -344 430
Supporting Assistance - Vietnam 550 - 60 490
Supporting Assistance- Other 170 - 40 130
Technical Assistance 243 - 43 200
Military Assistance 680 =220 460

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. Ewven 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 19867 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
leans to India and Pakistan late that fiscal year to meet FY 1967 re-
quirements. So that the $430 million for FY 1968 is actually more
comparable to $820 million for FY 1967.

We carried over no Development Loan funds from FY 1987.
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 80 - 50 40
Korea 50 - 15 35
Indonesia 20 0 20
Philippines 16 - 16 0
Others Rl &l L )

TOTALS 862 -344 518

The World Bank has estimated India's requirements at $9800
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 support 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 1867. 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 fléxibility 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 for the Contingency Fund.

—SECRE-
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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 seriocus
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. l&

5 William 5. Gaud
:s_ EE 159 N
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Mr. President:
Herewith Bill Gaud reports on

where he is on foreign aid with Senate
and House Committees.

Eﬂ Iﬁ.-;.ustnw



e : p?F-ﬁf
POLTIN AT Y —

sl fs LWl Al

DEPARTMENT OF STATE age

AGEMNCY FOR INTERNATIOMNAL DEVELOPMENT

WASHINGTOMN 25 D. C,

- JUL 28 196
7
OFFICE OF E.U. ﬂi}ﬁ, &(_/5‘4

THE ADMINISTRATOR NIJ =

By4xg—., NARA, Date.£:20-7 2

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-
what 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 econference compromise,) $2.4 billion of

L




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 NATO 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
$596 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

(o]
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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 Economiec Assistance

Number of Countries - The bill limits us to 15 countries for Developme nt
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.




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
proposed 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.

# ok & & &

On Monday Nick Katzenbach, Bill Macomber, Paul Nitze, Barefoot Sanders,
Mike Manatos and I will meet to discuss Senate floor strategy,

wy

William 8. Gaud
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Tentative (In § Millions) "~ Average Reduction

ATTACHMENT A

HFAC SFRC Average Appropriation from Appropriation
Category Authorization Authorization Authorization Request Request
Development Loans 785, 0%/ 785, 01/ 785.0 774.0 =2
Technical Assistance 243.0 210,0 226.5 242. 8 - 16.3
Alliance for Progress 650. IZ!IE’Ir 578.0 614.0 643.0 - 28,0
Loans { 540.0) ( 478.0) ( 509.0) { 533.0) (- 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 ( 170.0) { 170.0)
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 IE‘;T.:
Abroad 14, 03/ 14. 04/ 14,0 13.9 = =5
—
L-'-d
Surveys of Investment Opportunities 2.1 2.1 2.1 2.0 -- :_i
e
5 Bt
Administrative Expenses - AID 58, I.'.l-"r 25,8 26,8 59.3 - 2.4 [ <]
% 7 State 8/ 6/ [:7} 3.4 -- oo
Total Economic 2,801.5 2,438.8 2,565.1 2, 630.4 -108.0 Bast
e
" Military ﬁssistancel"r 365,98 381.0 478.5 - 586.0 -117.5
7/
TOTAL- 3, 25?‘4____ 2,829.8 . 3, 043. 6 BIEEEJ}_ _.~235.5
Military Assistance (including $84.1
million for NATO Infrastructure
and International Military Head- .
guarters) 650.0 475.1 562.6 680.1 -117.5

Total (Adjusted) Y 3,341.5 2,913.9 3. 127.7 3,310, 5 -225.5
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FOOTNOTES

1/ 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,

2/ Plus $0.7 million separate Partners of the Alliance authorization not requested by the
Administration.

3/ Plus $1 million in Israeli pounds for a girls' school in Israel,
4/ Plus $3 million in Israeli pounds for two schools in Israel,

5/ HFAC has not yet acted on Administrative Expenses; $58 million assumes an estimated
cut of $1. 3 million.

6/ Permanent authorization for such funds as may be necessary.

1/ Not including NATO Infrastructure and International Military Hehdquarters,
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Mr, President:

Herewith Bill Gaud's report to you
on action today by the House Foreign
Affairs Committee on the Foreign Aid
Authorization Bill,
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MEMORANDUM FOR THE PRESIDENT

SUBJECT: House Foreign Affairs Committee Action on the Foreign
Aid Authorization Bill

The Foreign Affairs Committee finished mark-up today.
Doe 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've been handling this
bill. "

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.




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 75% 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 450 amendment will not survive
floor action in the House.

William 5. Gaud



FOR RELEASE AT 12 NOON (EST) February 9, 1967

NOTICE: There should be nc premature release of this Message to the
Congress, nor should its contents he paraphrased, alluded to or hinted
at,in earlier stories. There is a total embargo on this message until
12:00 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 7%th in 1946. It is my judgment today.
I believe it is the judgment of most Americans.

Cur commitment to assist the economic growth and security of
developing naticns 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 of
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.

3.

5.

Seli-help -- nations develop primarily through their own
efforts. Our programs can only be supplements, not
substitutes, This is the overriding principle.

Multilateralism -- every advanced nation has a duty to
contribute its share of the cost.

Regionalism -- the future of many countries depends upon
sound development of resources shared with their neighbors.

Agriculture, health and education -- these key sectors are
the critical elements of advancement everywhere in the
underdeveloped world.

Balance of payments -- we cannot help others grow unless the
American dollar is strong and stable.

Efficient administration -- every American citizen is entitled
to know that his tax dollar is spent wisely.

MNew Directions

To carry out these principles, I propose:

A new Foreign Assistance Act, stating in clear language
our objectives, our standards, and our program techniques.

A statutory National Advisory Committee -.'.i_:}LSEH-Hel:E, to
advise the Congress, the President, the Secretary of State,
and the AID Administrator on how effectively recipient
nations are mobilizing their own resocurces under the
self-help criteria of the Act.

A statutory objective that at least B5% of our development
loan funds be spent in a regional or multilateral framework.

More than $1 billion in programs to improve agriculture,
education and health, a 25 percent increase over last year.

A shift in emphasis in our aid policy in Africa, to concentrate
our help increasingly on regional and multi-national projects.

Sympathetic consideration of a U.S. contribution to a new
special fund of the African Development Bank.

A $200 million U.S. contribution to new special funds of 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



-= A 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 Act of 1967

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,

1 propose the Foreign Assistance Act of 1967.

This Act will contain a clear statermnent of the philosophy which
underlies our programs and the criteria to be used in this Administration.
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. Seli-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 cbligation 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 it clear that the development job
is primarily the responsibility of 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.

5till, there is an urgent need for a permanent, ‘nonpartisan, public
body to evaluate seli-help performance.

more
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Thus, the Act I propose will authorize the President to establish
a National Advlsnry Committee on Self-Help. This Committee will
consist of members from both pa.rt:es. from the business community, from labor,
from universities and from other walks of life. It will review and
evaluate our aidprogramsin as many countries as it sees fit. It will
examine our programsto 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. Multilateralism and Burdan-sharing

Development is a world problem. No single country has all of the
resources required. Equity demands thzt no single country be asked to
carry the bulk of the load.

I propose that the Act set as an objective that 85% of our development
loans be undertaken in a Eginna.l or 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 percent 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, transportation 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.

I propose that the Act state that the United States will Bncourage
regwna.l economic development to the maximum extent. consistent with
the economic and political realities in each r_g:.m.

maore
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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. 5.
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 to scatter among many countries
when greater promise lies in joint action. We must take full advantage
of the benefits of cooperation.

4, ﬂriculturu, 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.

1 propose that the Act establish agriculture, health and education
as our primary concerns and that investment iitheae areas be sub-
gtantially 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 aid 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 econnmic 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 critaria of the Act.

The outlook for a solid return from these expenditures is promising:

-- DBrazil 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.S5. 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, l will submit my recommendations to you at the appropriate
time.

Mear 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:

-- MNowhere else in the free world are there so many people: as
many as the combined populations of North 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.

-- Mowhere 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 GrossNational
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 2. 5 percent compared to
1.6 percent previously; local private investment grew by
54 percent; and total private investment was 63 percent
over planned targets.

-- 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, herGrossNational
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.
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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 recommend 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 $550 million planned for Vietnam is indis-
pensable 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 cause. It will
help to begin the task of reconstruction and development. It will relieve
war-time 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 War, 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



10

== hlndnnesia, the new government has committed itself to a
program of economic rehabilitation and recovery. We are
joining with other European and Asian nations to provide
urgently needed help to the stricken Indonesian economy.

We are also participating in arrangements with other nations
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 Assistance

For military assistance, I recommend appropriations of $596 million.

This is the smallest request since the program began in 1950. In
part, this fact reflects transfer of appropriations for military assistance
for Laos, Thailand, NATO 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, 1 recommend $234 million, down
50 percent from 1963. Virtually all thie will be used in Greece, Turkey
and Iran, three countries which have shared the burden of mutual security
for twenty years,

For East Asia, [ recommend $282 million, almost entirely for
Korea and Taiwan. We will use these funds to strengthen these outposts
against further Communist expansion in Asia,

For Latin America, 1 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 iz 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 homne and the costs of the struggle in Vietnamn.

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."

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.

5till others have grown weary of the long, hard struggle to bring
the majority of the world's 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, disappointments
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.

LYNDON B. JOHNSON
THE WHITE HOUSE,

February 2, 1967.
¥ B
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THE WHITE HOUSE
WASHINGTON
Tuesday, February 7 - }1 am
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Gaud wants a reaction on this by
2:00 this afternoon. Francis hasn't
yet read the attached, but will call
you when he has.

Charlie Schultze is likely to take
a similar line.

Ed Hamilton
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SUBJECT: How to Handle the "Mumber 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'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 the worst of the present
Act'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 perogatives. 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 1967, 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 headoff an attempt to remove the
President's waiver authority,
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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 year, 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 lmck 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.
1f 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-
tions. 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 shackledon 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 thereby. It should
be up to Gaud to prove that he will.

Ed Hamilton
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MEMORANDUM FOR: Honorable Nicholas del3. Xatzenbach
lonorable Walt V. Rostow
Honorable Charles Schultze
Honorable Joseph Califano

The attached memorandum to the President deals with an
important izsue in the new aid bill on which I think we should
get hin views,

Please let me know how you feel about thie by 2:00 o'clock

on Tuesday, February 7, o thatl can get it to tae Prezident
that afteraoon.

William 8. Gaud
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MEMORANDUM FOR THE PRESIDENT

SUBJECT: Number of Countries Limitations in the new Ald Bill

The new aid bill contains many new provisions relating to
self help, regionalism, multilateralism, agriculturaldevelopment and
the promotion of private enterprise, However, in m-'der' to avoid étepplng
on too many toes we propose to carry over into the new bill quite a
number of restrictive provisions which we would prefer to exclude but
with which we ecan live.
One set of restrictions presents us with a particularly diificult
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 Development
Loans, but permits you fo increase the number in the
national interest on 30 days notice to the Senate Foreign

Relations Committee and the Speaker of the House;

DECLASSIFIED
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limits to 40 the number of countries receiving
Technical ﬂhssistanr:e, but permits you to increase
the number in the national interest on 30 days notice
to the Senate Foreign 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 resirictions 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 referring 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 than earlier versions con-
sidered by the Congress, but, taken together they
still unduly and unnecessarily limit the management

of our foreign aid program.

"Ihe Congress has a clear duty in connection with
authorization of the program. I have an equally
clear duty in its execution. AlthoughI am approving
thig bill with these new restrictions in it, I strongly i
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 circumnstances of our world. Undue
restrictions on the form and timing of our actions can
slgnificantly diminish the benefits we seek from the

program, "
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Since the foreign aid bill was enacted you have signed Presidential
Determinations authorizing us to exceed all three of these numerit;al
limitations. The Senate I'oreign Relations Committee is not happy
about this - particularly with respect to Development Lioans. The
Committee held a rather stormy session at which 1 testified. Senators
Fulbright, Hickenlooper and Morse stated that in the next bill they would
tighten up these provisions still further - presumably by eliminating the
escape clauses,

We must now decide what to do about these restrictions in the
new bill. We can (a) omit them altogether, (b) carry them over in
their present form, or (¢) carry them over, but change the figures to
the number of countiries to which we propose to give aid in I'Y 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 1 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
of 9 additional countries which we will phase out as soon as
existing projects in those countiries are completed;
- we would increase the limit on Development Loan countries
from 10 to 20, and ask the President to make an exception in
the case of two or three additional countries to which we
proposec to make Development Loans in 'Y 1968 but not therealter,

I have talked 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 containing 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 BEostow, Schultze and Califano concur

in this conclusion, We will proceed on this basis unless you direct
otherwise.

William 5. Gaud
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MEMORANDUM

THE WHITE HOUSE

WARHINGTOMN

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 Congfess, 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  fo%#se
seriously consider major innovations without direct guidance from the
top. I may, as often happens, be wrong.

DRCLASSTTED ay .

E‘D 12356, Sec. 3.4 Mﬁ
Ed Hamilton:
...z.n&?... MD&E:‘-” 55 .




MEMORANDUM

3 A O
THE WHITE HOUSE "
WASHINGTON
—SEERET Thursday, December 1, 1966
FOR: Francis M. Bator DECLASSIFIED
Walt W. Rostow E.O. 12356, Sec. 3.4
Joseph A. Califano N 23-3)8

By —ségg—, NARA, Date /-5

SUBJECT: Initiatives in Foreign Aid

Let me begin with my own basic convictions on the state of the aid program:

L.

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.

. 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.)

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't 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,

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.

—83ECRET—
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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 adviee on the
tactics of presentation are on the route slip covering this memorandum.

REGIONALISM

We will have an impoertant 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' help it
should not be impossible to work out an arrangement in which we can
make a contribution without threatening the Bank's independence. This
would also put us in a position to hit the Europeans for matching funds.

II. Annocunce a major effort to assure 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 bang
wasted in large military establishments. We would encourage the
Africans to band together to develop means of controlling arms traffic

—SECRET—
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and to establish regulations on size and equipment of standing armies.
We might offer to consider helping to finance the administrative costs

of such regional or subregional organizations. We could urge the OAU
to take leadership -~ 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 Ban Treaty and the Non-Proliferation
Treatty, 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.

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 progress. It is just possible that we could, after careful diplo-
matic preparation in which the President'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 cverwhelming 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 hints
of the value of such movement in connection with our Food for Freedom
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 doesn't happen (e.g., Bragil,
Colombia, India). We are the principal cause of major advances in economic
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

~SECRET
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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.

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 guickly and cannot allow this step unduly to delay the process.

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'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.

—SFECRET—
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II. Make a real push for transformation of the unused European Monetary Fund
into a source of Einanc:iﬂg for private ventures (fertilizer plants, etc.) 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't be easily negotiable -- the other countries will need new
appropriations, But is is the only sizeable source of critical fo reign 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
le ast 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 1rnag:|.na.twe answers

to the two questions critical to a new G-::-vermnem: c_ﬂder El:and. 8f the precise
factors which influence private behavior en this

1, What public policy would ind¥ce significant amounts of new U, 5.
private investment to flow to each region of the less-developed
world?

Z. What incentives would be required to induce private U.S5. 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 nothing 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;

l. A Peace Corps-type entrance examination systern 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.

—S5EERET
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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 employeed 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-
perary tours with ALD with the understanding that such experience will
be counted as a _plus in the promotional scales in their home institutions.

5. Encoura gement of regional specialties.

6. Elevation of the Directors of the AID Missions in the nine largest
recipient countries to the rank of Deputy Ambassador.

T. 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
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.

Set up a small general staff to the Administrator -- with systermns analysis
capacity -- headed by a new Special Assistant. AID has two kinds of problems
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.)

-—sECHRET —
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But their iwwweddste-task would be to provide the Administrator with a
needling, trouble-shooting, innovating, internal intelligence Ecnll&cting,
supervisory tool he does not now have and badly needs. 1 can think of no
better cure for the aid of stodgy lassitude that now pervades many parts
of the Agency.

OI. 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 "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 rebuilding. It would be difficult to avoid making
Joe Palmer the head of the combined operation -~ not a very exciting choice
for a brave new era. DBut a good deputy on the AID side could probably get
the job started., (Gaud would oppose this, as would all opponents of eventual
AlD-State amalgamation. I think that issue was largely foreclosed with the
Latin America merger.)

ok R % ¥

If the President decides to do some new things -- or perhaps even if he doesn't --

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. Obviocusly, 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

ite effect on our Viet Mam posture.

2y

Ed Hamilton
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September 26, 1966
Monday = 11:50 a.m.

-

MEMORANDUM FOR THZ PRESIDENT
FROM: hilke hanatos

It ha® come to my attention via the grapevine that even our friends
are becoming increasiazly concerned about Forsign Ald. 1 have

it on good authority, for instance, that in an "off=the=record” modd
in Comuniitee recently Senator Pastore was hizhly critical of ald

to many of the emerging African Nations aaying that it's imposaibla
for him to defend some. of cur reguesis on the Senate -...‘:.r 1.-".:::: b
haz doabla in his own micsc., lam tryizg fo g2t a mors inlormatiss
reading of that meeting.

For several weea I tave discussed Forsizs Ald wiih Irlendly
Seunators, stafif psople who are our {rioads, and some ol those
engapad direcily iz the liaison end of the program. OCut of this

bave come cortain views which I submit in the hope they will provide
a dizlagae ..uica could possibly reshape cur AID orogram aand make
iz more palatable to Cozgreass. Thase views are not mine along Lut
represent the thouzhis uf zaasonad chaervers.

Probably tae most telling argument against Foreign Ald is that

it is so frazmented that it is impossible to ascertain either tha

full extoat of or the total expenditures which go izto foreign
assistance., Thess arguments, usad eifactively by Ctto Pasaman
{who tlaims 16 ageacies now invelved) and Wayne Morse, include
the FPeace Corps, 2. L. 400, varicus bankicg and lending agenciss,
AID and the Department of Defense.

B is our judgmeat that the best way out of this problem is to give
Foreign Ald a "maw look." This might be accomplished by:

{1 Appointing as Assistant Secretary of State for
Foreign Assistance Coordination charged with
palling together all facets of Foreign Aid into
cae olfice.

{Z) Icst=ad of Congressional Llaison effocts carried
cat by AID, State and Defense (with the temptation
of each to undercut the other in playiny ca Congress
for {unds) one Foreign Aid Congressional Liaison
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Cffice could be established. That office could have
under [ts juriadiction and control possibly 3 liaison
officers and staff, all under the naw Assistant
Secretary of State. All other Foreign Ald liaison
perscnnel would be withdrawn, azd the congressicnal
committees notifisd, One real complaint of members
of Cozgress is that 2 half-cozen liaison peopls will
call them or the same Foreign Aid biil, all from
difierent agencies, Machinery could be established
which would insure rapresentation at staff level at
State of proper Individoals from agencles concerned
with every facet of Foreign Ald, but that agency staff
would not work the Hill.

{3) The Prezident's Foreiza Ald message should
encempass all elemente of Foreiza Ald now

locked upon aa :5;:": oy C-:."Jr_;.: 5, regardless
t:‘..'. as :.I;:'r:; ::.".?.:_._-.-.__:-,_3-_:_“;:_; e L?‘:':;:';I!:“:lu :
Properly explained to tbe Congress, tala "all
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.
wough initlally tae basket might appear

(4) The new Secretary would absorb AID under
nstructions from the Presidsat to submit new
Foreign Assistance legislation rather than to
request additional amendment of existing law,
Wayna Morse seems to get mileage out of this

argument.

(5) It is becoming Increasingly difficult to equate
Miilitary Aasistapce to the mutual security of
the United States, the argument being that this
kind of assistance to Latin America and Alrica,
for example, coes no such thing, or does very
little.

-

{6) Sericus thought should be givea to reducing the
number of countries receiving grant milltary
assistance, probably to aot more than 10 in
number. These should b2 countries on the
periphery of the Sino~Soviets which can not

maintain large military establishments.

(7) Eliminate grant military assistance to Latin
America and Africa.

(.



-——

i 3

(8) Charge agalnat the budgets of the services
utilizing forsign military bases the reatal
price charged us - Rota Into the Navy budget, etc.

(9) Transfer the entira remaining military assistance
program into the D. C. D, budget by amanding
Title 10 of the US, Code. This would give the
Armed Services Committee juriscdicticn.

Such a transler would remove the guilt-by-asacclation
abuse that the resi of the Foreign Aid programn takes at the
bands of critlcs over incldents like Cyprus (Greece-Turkey),
India=-Pakistan, the Latin American coups, etc.

3
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THE WHITE HOUSE i

)\)L Friday, October 14, 1966
@ 11:30 a, m,

MEMORANDUM FOR THE PRESIDENT
SUBJECT: Future of Foreign Aid %

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.

* % 2

1. To back your commitments to Asian, Latin American, and African
development, we need more development resources in the West next year
than we have bad.awailable this yea®. The increase requiredis not

E:.ﬁ;.trmragant; pashaps-$5600.million or even less.. What is necessary is

that the curve turn upward and continue upward modestly for some time.
2. To achieve this requires fousthings:

-- A iresh presentation of the development aid problem which will
haye more-political-appsalin the Congress, to our people, and throughout

the potential donor countries;

-- A purposeful man-by-man approach designed te bring around
thg key Senate and Congresstonsl figures whose assent will be required to

produce this increase in foreign aid;

-- Mobilisation of U, 5. public opinion leadership-io back this
effort; and

- - Mobilization of public opinion leadership in Western Europe,
Japan, Australia, etc,, to baek.this.eifort.

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:

TRAMSPER TED g TR IR S
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- - Mogioppllemny 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. Eiost.cecongmically it forces the

local people to take greater rm rpebilizenssl]l the
sources of aid more rationally and makesysiear

to the Congress th

agsistance-bugdem. That is why we can do pretty well with the Alliance
for Progress, Asian Development Bank, and countries where there are
consortium arrangements. Eolitically.ssand thisdis-a new elemant.e=.
regionali bolda.th d g i diminiskinytinseiitioniand
mijilitazy. burden-borne by the'll 8, “In‘thefuture. It is the half-way house
we have discovered between endless U, 5. leadership in bilateral relations
and isclationism. Jli.swe.cab-make.this political dimension clear as part
of gus-aid.presantation.and make our aid efforts not merely economic but
clearly a part of building regional islands of order, we. shall ba.ahead of
the game,

-= Qur presentation to the Congress and to the public should make

clear that fgom bhere.on cui we expect-the development burden tobe borne
by.the richer countries on a.fair shares baeis. Again, we have the.advantage
ofidagta onour side: It is 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. 5. 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.

-- Finally, we must deal honestly and effectively with the question
efstbe.balance.of payments aifecte . of foreigmaidi Our present 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 [ 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:

-~ Ehevicodspopulationprobleny, which gets more critical every day.
-- Education,
- - Hoalthe-

-- Measures to enlarge the role of pgivate-snterprise-and the flow
of private investment to developing nations.

5. Out of these elements [ 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) A-group-be appointed inside the government right nows 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,

h:l This gruup inside the government should be instructed tquuaxie
hich, 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 persuasion effort,

c)
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.

d W i  to give life to the old Linowits.Cemmittee

and put it in business. 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:

== Weé have a program;
-= we have an organization;
-= we mean business,

In February 1958 we had a whale of a team moving. DBut 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,

_e) Finally, encourage-Gene Black to.set ﬂn.hnw
as well ‘s publie figures. This is, ii: beheva

now possible and important. It could have a wholesome effect on:

-= foreign governments;
-= U. 5. 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.

Yas Na See me

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

w Mﬁ‘ustuw



EXECUTIVE OFFICE OF THE PRESIDENT

BUREAU OF THE BUDGET
WASHINGTON, D.C. 20503

GCT 1 4 1966

MEMORANDUM FOR MR, WALT W. ROSTOW

Subject: Attached Memoranda on AID Budget

In the rush, I falled to send you coples of two
memorands I forwarded to the President yesterday.

My apologies,

DMrector

Attachments

Pl



DFFICE OF

THE DIRECTOR

EXECUTIVE OFFICE OF THE PRESIDENT 3.,,,&.
BUREAU OF THE BUDGET L
WASHINGTON, D.C. 20503

: October 12, 1966

MEMORANDUM FOR THEZ PRESIDENT

Subject: Foreign 2id Budget Outlook

As background for vour coming trip to the Far East and
for your discussions leading to the Alliance summit
meeting, I would like to call your attention to anr
emercing budget problem in economic aid.

1.

AID received heavy budget cuts this year =--

'§325 million was cut from econcomic assistance. Out-

" gide of Vietnam and Latin Emerica the cuts amounted

to 25%. - »

At the same time we now face new programs in Indonesia,
Philippines and Panama.

Further increases may be required for expanded programs,
or to meet commitments in Vietnam and Africa (Korry
report) .

The 1968 funding reqguirements for India and Pakistan
will be gharolv hicher than in 1967 -- since wo wers
2ble to fund a large part of this year's program out
of money we saved in 1966. In 1968 we won't have that
break.

t will be difficult to accommodate these and other
reguirements within the budcet planning target of
$£2.5 billion which we gave RID for 1968 -- this is
edual to the 1967 budget recuest but $350 million
above the 1967 Congressional aoprooriation.




It is difficult to see how further major commitments

« in Southeast Asia
. in Latin America (as a result of the forthcoming

"Summit Meeting")

can be accommodated without a sharp increase in AID's 1968
budget over and azbove the planning figure =-- which, as I
said is already $350 million above this 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 thac we
avoid snpecific commitments inwveolving increased aid until
Bill Gaud and I have had the oppcrtunity to place the total
aid picture before vou in the context of the 1968 budaget.

The attachment lays out the basic AID financing problems:in
1567 and 1968.

A
ﬂﬂﬁ:"”ﬁa g 5-;:-'5_":.'44-,‘;'-{?' i

Charles L. Schultze.
Director

Attachment



Budret Culleck for Zconcnic Afd
Figeal Years 1967 and 1968

1957 situstion

In the 1957 budset, we held IIOA Tor econcmic add (except for Vietnmn) ad
the 1956 lovel, Within the sars smounb, ATD was to chsorb incrcases of

sbout $250 nillion for your now initiatives in internntional education,

health, ond egriculture,

The effect of congresaional eetiom on the 1907 appropriationa for eccacmie
aid is gumarized as follows: _

(in milliong)
1057 1967 Prccent

Pulerat ronrintien Enduced
Totold ROA G2 ,409 s 140 .

Le Viet 5 iﬂ
852 otnon 220 &
Total, excluding Vieinen 1,919 I.ﬁﬁ T 4

Leos: DNonecoumbyy progrems I : : .
(Contributicns 4o Inkernatl, :
Orzandzaticrsz, Adndnistiration,

ete. ) £10 1%
Alliance for Progress sh3 505 &%

Add to Africe, Tar Fast, FHear Ennt-
South Asin end contingenciecs 1,164 B76 25%

In the fago of thece cuts, woe now {oresee addens nob anticipated in the budzet
resulting frem rocent decislions to undertake new progroams in Indonesing the
Foilippinea, and Panema, and {rom possible additional roquirementa in Vietrca,
We can probably meke ends meet ln 1967 only Ly

= prefinaneing certain 1567 commituonts (5220 million) for India
and Poldsien 4n fiscal year 1956 (aleeady accmupliahed).

=~ cutiting back budpeted programs and deforring nctlon on new
ceomitnants, including thoe new indtzativeo.

= ghifting of Nunding of cgrtain Vicinan activities to Defenge
end the Goverrent of Viaetnam.

If we o not take the atove actlons, o January cupplemental will have to
Le considered, ;



1968 situation

Cur plaaning target for 1953 [IOA 4s §$2.5 billion, ehout the sena
level mg the 1967 budset. Although it is ebout 5350 million etove

the actucl 1907 eppropriation, this imciease doas not provide mg .

rocam for now commltments, bocause -

= wo connot repeat the prni.mmcin; of Indla-Pakistan, and
it will cost us over $200 millica more HOA just to hold t.lul
1967 level for these countricu.

= Vietnan may well coot more in 1650 than the £550 million we
essunsd in the plananing target.

Ia pddition, thz followiny addons, vhich may range in total from
$150 to 300 nillicn, &rs beoing diccusseds

= Line Cordoa is proposing sdditicnsl smounte under the
Allience for educatlion and szriculiure vhich he would
1iko to be anoounced a: the Latin Amoricon sum=it meeting.

« Becent economic reform:, iatroduced by Mra. Gondhi, call
for additional U.S5. banKing in concert with the World Ponk
Consortium,

= Bupeno Blzek bolieves that we sre rcady to snd should ine
ercase Southeast Asia progroms im 1963, in lino with your
Baltimore specch of April 1965.

= Highor full-year costs ave expocted for new progroma for
Indonesie ond the Foillppinea.

= Taa Korry report, which you recently epproved, cells for
odditionol oid to Afriss.

In summnry, es we now cee it, the £2.5 billion tarpet for 1950 looke mora
1ike the botton then the top of e rarno that could po as hirh a9 £2.5 p1llicn.
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MEMORANIUM FOR THE PRESILINT
Subject: Comments on Mike Mapstos' mezorantum on foreizn eid

You bal mshed for gy comsaats on MHiks Hanatos' moaorunfum on forsign
aid. Eirce thea Joo Callfeno hos instrueted i1l Caud to esieblis=h
ead chair a Tack Force oa Foreign Afd for ke 1957 legisiative prograa.
I suzzest that tie specific pointe rels=l ln [Hke's smemoranlam are
particulerly pertipeat 19, cod cen best e consliered by, the Task
Force.

Eaoy of the eriticises of the ferelgn aldl prograa cited in Hike's pomo-
rendum kave bEoa raisod is botn HErazoc anld both partiss fur s muher
of years. 1 agres, Bowvevar, that we cupshit lo koow mors ebout tho viewnn
of both the Fouse ani the leaata anl that these eltald &2 sn imsortont
input lgic the nrosacatien of your L9os forei=n 4id otésres.

Acccrdfngly, I reccmwend that you refer Mike's meeorandum to Bill €aud
god esk ihat thy work of oo unsl Yoree {ociuals

== B cOarsful aszepcesnt of Lhe visws in Toih 1ka
Eznate and the lizuse on foreign Ald; end

-~ gareful ccoaideration of the zubstontive points
contaizel im XNike's wemoraniaa.

If you approve, I will sivise Bill Gagi sccordilagly.

Charles L. Sohulize
Charles L. o b ]

Director

{slgued)

Ayproved

Dizagprovad

e — = - P B



**s MEMORANDUM

THE WHITE HOUSE

WASHINGTON E a

Sep:ember 26, 1966
Mosnday = 11:50 a.m.

MEMORANDUM FOR THE PRESIDENT
'FROM: Mike Manatos 27. Ji./—

It has come to my attention via the grapevine that even our frisnds
are becoming increasingly concerned about Foreign Aid, I have

it on good authority, for instance, that in an "off-the~record" mood
in Committee recently Senitor Pastore was highly critical of aid

to many of the emerging African Nations saying that it's impossible
for him to defend some of cur requests on the Senate floor when he
has doubts in his own mind. Iam trying to get a more informative
reading of that meeting.

For several weeks I have discussed Foreign Aid with friendly
Senators, staff people who are our friends, and some of those
engaged directly in the liaison end of the program. Out of this.

have come certain views which I submit in the hope they will provide
a dialogue which could possibly reshape our AID program and make
it more palatable to Congress. These views are not mine alone but
represent the thoughts of scasoned observers.

Probably the most telling 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 argumeats, used effectively by Otto Passman
(who claims 16 agencies now involved) and Wayne Morse, include
the Peace Corps, P. L. 48), various ba-.nkmg and lending agencies,
AID and the Department of Jcfense. 3
It is our judgment that the best way out of this prublem is to give.
Foreign Aid a "new look. ' This mw‘u be accomplished by:

(1) Appointing an Assistant Secretary of State for
 Foreign Assistance Coordination charged with .
pulling together all facets ol Foreign Aid into
one office.

(2) Instead of Congressional Lizison efforts carried
" out by AID, State and Defense (with the temptation
of each to undercut the other in playing on Congress
for fu.nds] one Foreign Aid Gongre_ssinna.l Liaison

O 'q. ?

L T i O ";1-'-"’I ! 5 . .
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Office could be esi=blisied. That office could have
under its jurisdict.on a:d control possibly 3 liaison

,officers and staff, all under the new Assistant

' Secretary of State. All other Foreign Aid liaison

(3)

(4)

(5)

(6)

(1

personnel would b withdrawr, and the congressional
comrmittees notificd.. One real complaint of membérs
of Congress is tha: a hnlf-dazcn liaison people will
‘call them on the s:.me Foreign Aid bill, all'from

- different agencies. Machinery could be established

which would insurc representation at staff level at .
State of proper incividuals from agencies concerned

.with every facet of Foreign Aid, but that a.ganc:y ata.ff
would not work the Hill,

Th-: President's Foreign Aid message should
encompass all elements of Foreign Aid now

looked upon as such by Congress, regardless

of the agency administering the program. ' :
Properly explained to the Congress, this "all

my egos in one basket' could better be sold

even though initially the baske.. might appear

larger.

The new Secretary would absorb AID under
instructions from the President to submit new
Foreign Assistanc: legislation rather than to D

' request additional amendment of existing law.

Wayne Morse seeris to get m:..sa.ga out ni this

, argument.

It is becoming increasingly diificult to equate

the United States, the argument being that this M_
kind of assistance to Latin America and Africa,
for example, does no such thmg. or does very
little. - i

Serious thought should be given to reducing the
number of countries receiving grant military
assistance, probably to not more than 10 in
number. These skould be countries on the
periphery of the Sino-Soviets which can not

maintain Large military establishments.

Eliminate grant military assistance to Latin
America an rici.

el

A

. Military Assistance to the mutual security of " ]’ulh.'-
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{3} Charge against th2 budzets of tﬁ.e services "
utilizing foreign r= :lxta.:,.r bases the rental "
price charged us - Rotz into the Navy budget, etc. °

. {9) . Transfer the entirs remaining military assistance
' program into the D, O. D, budget by amending M
Title 10 of the UJli, Code. This would give the
*~ Armed Services Comniittee jurisdiction. .
Such a transfer wosuld remove the guilt-by-association
abuse that the rest of the lI'oreizn Aid program takes at the

hands of critics over incid:nts like Gyprus (Greece~Turkey),

Indm-Pakistan; the Latin .umerican coups, etc.
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¥ DEPARTMENT OF STATE &
AGENCY FOR INTERMNATIONAL DEVELOPMENT =
WASHINGTON 25 D. C.
QFFICE OF
THE ADMINISTRATOR U'CT E ‘IgEE

MEMORANDUM FOR THE PRESIDENT
SUBJECT: FY 1967 Foreign Assistance Appropriations Act
The Conference on the Foreign Assistance Appropriations

AL Act for FY 1967 met this afternoon and completed its work in 45
o minutes,

7 b I
Vg : i The amounts appropriated for Foreign Assistance Act
ety activities, compared with the budget requests, are:
st Aot Budget Request  Appropriation
e (in millions of dollars)
Sl Economic $2, 469 $2, 144
T Military 917 792
L] TOTAL $3, 386 $2, 936
i i |
TRy The $2, 936 million, which is the same total as the Senate bill, is
Ear s the lowest appropriation for foreign assistance since FY 1958. It is
P A clear frem our talks with Senator Pastore that if the House conferees
5 ATk had tried harder (the House bill was $110 milli igher than the
£ivs <l Senate bill), E‘EWWM better q
; - We are particularly sq rom#:
AT categories:
o & Budget Request Appropriation
gt (in millions of dollars)
o
oa A Development Loans $665 $500 ..1
ot Supporting Assistance )
(including Vietnam) 47 690 q
Contingency Fund 70, .38
Military Assistance 917 792
] e LIMITED OFFICIAL USE
-'-I : i - & Bl 4
e b b':i. THANIFERAZO Tl 6o MM VIS FiLR



/ LIMITED OFFICIAL USE 3

One other item of significance. The conferees agreed
(a) to amend Section 205 of the Foreign Assistance Act of 1961 so
that it will permit -- 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.

Wt flonS

Willlam S. Gaud
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