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THE WHITE HOUSE 

DECLASSlF11~D 
E.O. 1 .,56~ ._ cc. 3.4 

WASHINGTON 

NLJ - } <g 
B~. NARA. Date t.a/9/'f,'3: 

June 5, 1964 

MEMORANDUM FOR THE PRESIDENT 

The attached is the third report from Dave Bell 
on the use of foreign aid funds. As regards 
co.m:mit.ments, they have done well during the 
past two weeks and confidently expect to reach 
at least 97 percent by June 30. Compared 
with a year ago, they are doing a little better 
on .military assistance and .much better on 
econo.mic assistance. 

The last sheet contains an info r.mal s u.m.mary 
of actions taken to spend "pipeline" .money. 



OFFICE OF 
THE ADMINISTRATOR 

DEPARTMENT OF STATE 

AGENCY FOR INTERNATIONAL DEVELOPMENT 

WASHINGTON 

MEMORANDUM FOR THE PRESIDENT 

SUBJECT: Use of Foreign Aid Funds 

This is the third memorandum report on progress in committing 
funds available in the current fiscal yearo 

We still expect to commit at least 97 percent of the available 
funds for both military and economic aid. Commitments to date are as 
follows: 

In Millions of Dollars 
Commitments Anticipated 

Funds Through Commitments 
Available May 31 Percent by June 30 Percent 

Military Aid 1,200.0 1,01705 84.7 1,175.0 97.9 
Economic Aid 2,174.7 1,772.4 81.5 2,119.7 97.5 
Contingency Fund 132.7 14.1 1006 ? ? 

In the period from May 15 to 31, $272 million of economic aid 
funds and $90 million of military assistance were obligated or committed. 
A breakdown of total obligations and commitments by category of appropri­
ation as of May 31 compared with May 31, 1963 and May 15, 1964 is shown 
on Attachment A. 

Obligation of an additional $43 million of Contingency Fund 
has been authorized, mainly in Southeast Asia. In addition a request 
for a further transfer of economic assistance funds to military assistance 
is anticipated from Defense, and there may be need for substantial balance 
of payments support for Brazil this month. Depending on the outcome of 
these factors the carryover in the Contingency Fund will range from zero 
to $40 milliono 

The current estimated pipeline of unliquidated commitments and 
unexpended balance of funds as of June 30, 1964 is indicated on Attach­
ment Bo 

~l{~ 
David Eo Bell 

Attachments 





Mutual Defense and Development Programs 

RESERVATIONS/OBLIGATIONS 

M~ Jlz 196~ Mal 12z 1964 
Millions Percent of Millions Percent of 
of i Avail. of! Avail. 

Military Assistance 1,333.4 83.4 927.5 77.3 

Economic Assistance 

Development Loans 582.7 58.8 595.9 72.6 

Technical Cooperation 188.6 73.2 136.5 62.5 

Alliance wans 279.9 65.7 279.1 59.1 

Alliance Technical 
Cooperation 103.5 77.0 70.9 77.1 

Supporting Assistance 365.3 83.5 257.2 74.o 

Other Programs 188.3 89.2 160.5 82.6 

Sub-Total: Economic 
Assistance 1,708.3 69.5 1,500.1 69.9 

Contingency Fund 95.8 36.5 8.4 6.6 

_.. COMFIDENl'I.J.UJ 

DECLASSIFIED 
. . 13292, Sac. 3.4 

Byf-~' ARA, Date • ~ 

Attachment A 

M§l ~lz 1964 
Millions Percent of 
of i Avail. 

1,017.5 84.7 

670.1 80.6 

166.0 71.9 

370.0 79.2 

76.5 83.2 

304.6 84.7 

185.2 95.4 

1,772.4 81.5 

14.1 10.6 
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Military 

6/30/63 actual 
6/30/64 est. 

AID 

6/30/63 actual 
6/30/64 est. 

Contingency Fund 

6/30/63 actual 
6/30/64 est. 

SPrF 

1963 actual 
1964 est• 

Total 

1963 actual 
1964 est. 

Attachment B 

Mutual Defense and Development Programs 

END OF YEAR BAIANCE~ 

(millions of dollars) 

11Pipeline 11(Unliquidated Cornmi tments) 
Development Alliance Other 

Total Loans Loans Economic 

2395.9 
2045.2 

3429.1 
3683.2 

209.1 
111.2 

335.0 
396.0 

6369.1 
6235.6 

2113.8 
2116.9 

331.7 
687.0 

209.1 
111.2 

335.0 
396.0 

Uncommitted Unexpended 
Carryover Balance 

127.1 
4o.o 

2421. 7 
2070.2 

336.2 
151.2 

6771.4 
6355.6 

~ excludes Investment Guarantee Reserve ($268.6 million in 1963 and $273.2 million 
in 1964) and Excess Property Revolving Fund ($4.1 million in 1963 and $3.3 million 
in 1964) which are not available for program purposes. 

E} This figure represents the upper limit of the range ($70 - $120 million) in which 
we estimate our uncommitted balances will fall. 

~ 

- 15 
• • I 1/~/o(p 



To reduce the pipeline of unexpended funds as of the end of 
the fiscal year we are continuing to follow through with the plans 
of action discussed in our previous reports and have: 

(1) Increased payments to the Government of India as 
reimbursements for commodities purchased under program loans. 

(2) Arranged for contractors performing under both loan 
and grant projects to expedite their billings for services rendered 
and commodities delivered. 

(3) Returned to Treasury interest and principal repayments 
collected in April in the DeveloJment Loan Fund Liquidation account. 
May and June repayments will be returned before the fiscal year accounts 
are closed. 

( 4) Transferred from A. I.D. accounts to Treasury D apartment 
$1 million of refunds which have been determined to be unusable. 

We will make a concerted drive and will process for payment 
all amounts which are billed and can be legally paid by the end of 
the fiscal year. 



OFFICE OF 
THE ADMINISTRATOR 

DEPARTMENT OF STATE 

AGENCY FOR INTERNATIONAL DEVELOPMENT 

WASHINGTON 

April 28., 1964 

M~MORANDUM FOR THE PRESIDENT 

SUBJECT: House Consideration of the Foreign Aid Authorization Bill 

The House Foreign Affairs Committee is completing hearings next week 
on the foreign aid bill. Dates are not set for mark-up., but the bill could be on 
the House floor as early as the third week in May. 

We assume our strategy should be to fight hard for the full authorization 
for both military and economic assistance. We believe our chances are fairly 
good to hold the full authorization for military aid., less good to hold the full 
authorization for economic aid. 

In Committee., our best information is that the issue will turn largely 
on the leadership of Chairman Morgan., and the position of Mr. Hays and 
Mr. Selden. Accordingly., we recommend that the President call Morgan., Hays., 
and Selden to seek their support of the full authorizations. (For the sake of 
courtesy., we also recommend that the President call Mrs. Bolton.) In making 
these calls., we believe the President will encounter the question: if this 
Committee votes for the full authorization., will the House leadership support 
them later on at the appropriations stage against the attack of Mr. Passman. 

Secretary Rusk., Secretary McNamara., and I will continue our efforts 
to seek full support by the other members of the Committee. A current estimate 
as to their attitudes is attached as Annex A. 

On the floor., our best information is that the issue will turn very largely 
on the attitude of the Republican leadership and of the "internationalist" Republi­
can members. In logic., we should receive the votes of about 40 Republicans, 
mostly from the Eastern states. On the crucial vote to recommit last summer., 
only sixteen voted with us. On that occasion., Halleck and Ford led the rest 
against us. 

Our chances to sustain a full authorization on the floor this year will 
depend very heavily on whether we can prevent such a wholesale defection. 
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One important step in this direction is the work we have asked 
Mr. Linowitz to do in organizing quiet business support for the aid program 
with specific Members of Congress. We recommend that the President agree 
to see Mr. Linowitz no later than the present week in order that he can get 
started. 

Attached as Annex B is a list of the Republicans we need and should 
have in the floor vote this year. We would appreciate any views the President 
may have on how to proceed to maximize our strength with this group. 

PJ().M.r,( '$~ 
David E. Bell 

Attachments 



ANNEX A 

ALIGNMENT OF HOUSE FOREIGN AFFAIRS COMMITTEE 

33 Members 

Democrats likely to vote for full authorization with strong 

assurance of continuing Leadership and White House support: 

1. Chairman Morgan 7. McDowell 
2. Zablocki 8. Murphy 
3. O'Hara 9. Gallagher 
4. Fascell 10. Nix 
5. Farb stein 11. Fraser 
6. Beckworth 12. Cameron 

Democrats who can probably be persuaded to vote full authorization, 

if worked on: 

1. Kelly 4. Pilcher 
2. Hays 5. Diggs 
3. Selden 6. Monagan 

Republicans most likely to support us: 

1. Bolton 4. Frelinghuysen 
2. Broomfield 5. Barry 
3. Mailliard 6. Morse 

Likely to be against us in any event: 

1. Burleson 
2. Fountain 

3. Adair 
4. Whalley 

5. Gross 
6. Berry 
7. Derwinski 
8. Battin 
9. Thomson 



ANNEX B 

REPUBLICANS WE NEED AND SHOULD HAVE 

* John F. Baldwin (Calif.) 
* Robert R. Barry (N. Y. ) 
* Frances Bolton (Ohio) 

Oliver Bolton (Ohio) 
* William S. Broomfield (Mich.) 
* William T. Cahill (N. J.) 

Charles E. Chamberlain (Mich.) 
* Silvio Conte (Mass.) 

Robert J. Corbett (Pa. ) 
Florence P. Dwyer (N. J.) 
Paul A. Fino (N. Y.) 
Gerald R. Ford, Jr. (Mich. ) 

* Peter Frelinghuysen (N. J. ) 
* Jamea G. Fulton (Pa.) 

Robert P. Griffin (Mich.) 
* Seymour Halpern (N. Y.) 

Hastings Keith (Mass.) 
Clarence E. Kilburn (N. Y.) 
John C. Kunkel (Pa.) 

* John Lindsay (N. Y.) 
Sherman Lloyd (Utah) 

* Joseph Mc Dade (Pa.) 
Clark MacGregor (Minn.) 

* William S. Mailliard (Calif.) 
* Joseph Martin (Mass.) 
* Charles Mathias (Md.) 
* Brad Morse (Mass.) 

Frank C. Osmers (N. J.) 
Harold C. Ostertag (N. Y.) 
Albert H. Quie (Minn. ) 

* Ogden Reid (N. Y.) 
Howard W. Robison (N. Y.) 
Richard S. Schweiker (Pa.) 
Fred Schwengel (Iowa) 
Herman T. Schneebeli (Pa.) 
Abner W. Sibal (Conn.) 
Robert T. Stafford (Vt.) 
Robert Taft, Jr. (Ohio) 
Stanley Tupper (Maine) 
Geo·rge M. Wallhauser (N. J.) 
William B. Widnall (N. J. ) 

* Indicates Member voted with us on recommittal vote last August. 
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GONFIDEN 'l'I'.A:C April 16, 1964 

Mac -

Here's the prod to Bell on unobligated 
1 64 balanceso It got delayed because BOB 
tried to make a big production out of ito 

But I sidetracked them, and attached 
has their OKo I also needled Gaud a week 
ago on WH interest so delay didn't cost us 
anything. Actually Gaud is fairly optimistic 
that FY 64 record will look good. 

GONFIVENTIAL 
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The second a.ttachm,ent is a table •howiag the progres of autho-ri..­
za.tion and a.ppropl'i&tion requ • ata over the years. 

I re,eommend you,, o-r La~r-y O'B:ri•o at you.r direction. call Chairman. 
Morgan to tell him that 

-you hopo bi.a Committee will report the full 3. 4 billion you 
requeated 

-you intead to talk stro•gl.y to both the • epublican and 
Democratic leadership in support of tho program. 

Ralph A. Dungan 
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HISTORY OF FOREIGN AID CUTS 

Amount Cut in Auth- mount Cut i.n ppropria- Cut i.n Appropria -

utho i- Authori- orization Appropria- Appropria- ti.ans Compared tions Compared 

Fiscal zation zed y Compared tions ted by with mount with Aulhori7 ,-

Year reque~t Congress with Request Request Congress Authorized Hon Request 

1948-49 7,370.0 6,913.0 6. 2% 6J858.0 6,446.3 6. 8o/o 12. 5% 

0 5, 68 .0 5,594.0 1. 5 5,512.2 4,, 42.4 11. 6 13.0 

1951 8,172.5 7,985.0 2.3 7,835.7 7,43 .o 6.3 8.4 

1952 8,500.0 7,533.4 10.8 7,483. 0 7,28 .4 319 14.3 

1953 5,900.0 6,4 2.7 17.8 6,49~.7 6,001. 7.6 24.0 

1954 5,47~.7 5,157.2 5.8 5,124.5 4,531.5 12. 1 17.2 

1955 3,4 . 1 3,024.6 12.2 3,024.6 2.,781., 8.0 19.3 

1956 3,530.0 3., 424. 0 3.0 3,266.7 2,703.3 21. 0 23.4 

1957 4,860.0 4, 115. 1 15.3 4, 115. 1 3,766.6 8.5 22.5 

1 g53 3, 86i. 4 3,386.9 12.4 3,386.9 2,768.9 18.2 28.3 
) 

1959 3, 942. 1 3J 675. 6 6.8 3,675.6 3,448.1 6.2 12.5 

1960 3,930.0 3,576.8 9.0 3,574.8 3., 225. 8 9.8 17. 9 

1961 4,875.0 4,78 .3 1.8 4,786.3 4,431.4 7.4 9. 1 

1962 4,768.5 4,259.5 10.7 4,259.5 3, 914. 6 8. 1 17. 9 

1963 4, 781. 3 4,574.8 4.3 4,574.8 3,898.9 14.8 18.5 

I 1964 4,525.3 3, 602. 1 20. 3,602.1 3,000.0 16.7 33.7 

J ote: Include Social Progress Trust Fund, ut exc udes appropriation and arrowing authority for 

Investnwnt Guarantee Progran1. 

;warc-h 1"S4 t2Z1~~/u 



DEPARTMENT OF STATE 

AGENCY FOR INTERNATIONAL DEVELOPMENT .. , /,.< n f. ~ 
WASHINGTON ~ /~ >/1 

. D!CI.AMIFIED 
E.O. 12356, Sec. 3.4 

OFFICE OF NlJ -
THE ADM1N1srnArnR By ,4& , NARA, Date J?-.;;io -'13 

MEMORANDUM FOR THE PRESIDENT 

SUBJECT: Use of Foreign Aid Funds 

This memorandum reports on 

~ 

- progress in committing funds available in the present fiscal year 
- progress in expending funds previously committed and in the pipeline 

-We are making satisfactory progress in committing funds available in 
fiscal year 1964. Our latest estimates are that, excluding the Contingency 
Fund, which is drawn on only to meet extraordinary situations, we expect 
to commit more than 97 per cent of the available funds for both military 
and economic aid. Commitments to date, while slow as always, reflecting 
the late date of Congressional action, are in most cases ahead of last year 
at this time. 

Funds Commitments Per cent Anticipated Per cerit 
Available thus far Commitments 

(latest data) by June 30 

Military Aid 1200. 0 962.6 80.2 1175. 0 97.9 

Economic Aid 2145. 0 1343. 6 62.6 2075.0 96.7 

Contingency Fund 127.9 7.9 6.2 ? ? 

(Note: 'Above figures assume $50 million transfer from Contingency Fund to 
Military Aid) 

With respect to military aid, as you know, total funds available are short 
of minimum requirements. We are proposing an initial transfer of $50 million 
from the Contingency Fund to military aid, (papers are on their way to you now), 
and are considering the possibility of an additional transfer later this month. 

The only military aid funds expected to be uncommitted as of June 30th are 
the small residual amounts left in the various sub- accounts in Washington and 
the field. These usually total around $25 million. • 

! • .. l :. 
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With respect to economic aid , our record on uncommitted balances is 
expected to be much more impr·essive this year than last. The most striking 
change relates to Development Loans, outside of Latin America, where the 
last fiscal year ended with $96 million uncommitted. This year, we expect 
to commit all available funds, (including the $96 million carried forward 
from last year), and to have a number of projects on hand and fully reviewed 
on June 30 for which funds will not be available till next fiscal year. 

As in the case of military aid, we expect to have small residual amounts 
remaining' on June 30 in various economic aid sub-accounts. These usually 
total around $25 million or one per cent of available funds. 

Apart from these, the only uncommitted economic aid funds are expected 
to be in the Alliance for Progress loan funds, where we may have up to 
$50 million uncommitted as of June 30, depending on developments in Brazil. 
We have a solid argument with which to defend this fact before the Congress: 
we are properly holding to high standards of self-help on the part of Latin 
American countries, and during the current fiscal year this has required 
program restrictions, particularly in Argentina and Brazil. . 

With respect to the Contingency Fund, there is of course no plan for full 
commitment. About $22 million has been authorized thus far and another 
$25 million seems likely' to be committed for normal uses. A transfer of 
• $50 million is now .assumed. As of today, therefore, the uncommitted bala~ce 
is estimated at about $80 million, less whatever further amount may be 
transferred to military aid. 

We are also making good progress in expending obligated balances. The 
"pipeline" of unexpended commitments as of June 30, 1963 was $6, 369 million. 
Two-fifths of the pipeline represented loans in process of being drawn down as 
projects a·re completed. Another two-fifths represented military assistance 
orders in process of production and delivery. 

During the present fisca'l year we expect expenditures to exceed new 
commitments in all categories except Alliance loans. Therefore, we expect 
a drop of more than $300 million in the pip'eline of unexpended commitments 
by June 30, 1964. 

During the last three or four years the assistance pipeline has increased 
sharply, but the entire increase has been in undisbursed loans. We have 
checked our experience with that at the World Bank and the Export-Import 
Bank and our record is just about the same as thei:i:-s. An agency which starts 
making development loans, as this one did on a large scale three or four 
years ago, must expect to build up undisbursed loan commitments for the 
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first several years - until the rate of disbursements in a year equals the 
rate of new commitments. We have now reached that point with respect 
to development loans outside of Latin America. We have not yet reached 
that point with respect to loans under the Alliance. 

Attachments A and B show current commitments and the pipeline in 
somewhat more detail. 

We will be glad to furnish any ·additional information you may wish. 

David E. Bell 

Attachments 



__e ONFIDENTIAL Attachment A 

Mutual Defense and Development Programs 

RESERVATIONS/OBLIGATIONS 
(Military Assistance figures as of March 31; Economic Assistance figures as of April 30 

Military Assistance 

Economic Assistance 

Development Loans 

Technical Cooperation 

Alliance Loans 

Alliance Technical 
Cooperation 

Supporting Assistance 

Other_ Programs 

Sub-Total: Economic 
Assistance 

Contingency Fund 

1963 
Millions Percent of 

of Dollars Availability 

1., 373. 8 

517.0 

109.8 

229.3 

80.0 

309.3 

89.5 

l_., 334. 9 

61. 1 

86.8 

52. 1 

43.2 

53.8 

59.5 

70.7 

42.4 

54.4 

23.4 

1964 
Millions 

of Dollars 

962.6 

593.5 

124.8 

214. 4 

64. 0 

251. 3 

95. 6 

1., 343. 6 

7.9 

Percent of 
Availability 

80.2. 

72.3 

57. 1 

45.4 

69.6 

7 2. 3 

49.2 

62.6 

6.2 

Note: In fiscal 1964 there was an appropriation(not included in the above table) of 
$131 million for the Social Progress Trust ·Fund., all of which has been 
obligated for transfer to the Inter..:.Am,erican Development Bank under the 
trust agreement. 

CONFIDENTIAL 



_.C-ONFIDENTil'.cL 
Attachment B 

Mutual Defense and Development Programs 
,, a/ 

Military 

6 /30 /63 actual 
6 / 30 /64 est. 

AID 
6 / 3 0 / 6 3 actual 
6/30/64 est. 

Contingency Fund 

6/30/63 actual 
6/30/64 est. 

SPTF 

1963 actual 
1964 est. 

Total 

1963 actual 
1964 est. 

END OF YEAR BALANCES­
(millions of dollars) 

"Pipeline" (Unliquidated Commitments) 
Development Alliance Other 

Total Loans Loans Economic 

2395.9 
2012.7 

3429.1 
3 547. 9 

209.1 
111. 2 

335.0 
366,0 

6369.1 
6037.8 

2113. 8 
2086.9 

331.7 
597.0 

983.6 
864.0 

209. 1 
111. 2 

335. 0 
366.0 

Uncommitted Unexpended 
Carryover Balance 

25.8 
25. 0 

249.4 
7 5. 0 

127. 1 • 
80.0 

-
b/ 

402. 3b / 
180.0-

2421. 7 
2037.7 

3678. 5 
3622.9 

336.2 
191. 2 

335.0 
366,0 

6771. 4 
6217.8 

a/ excludes Investment Guarantee Reserve ($268. 6 million in 1963 and $273. 2. m5.llion 
- in 1964) and Excess Property Revolving Fund ($4 .. 1 million in 1963 and $3. 3 million 

in 1964) which are not available for program purposes. 

b/ Composition of uncommitted carryover: 

M~.litary Assistance 

Economic Assistance 

Development Loans 
Alliance Loans 
Other 

Contingency Fun·d 

Total 

1963 1964 

2 5. 8 

96.2 
92.0 
61. 2 

127.1 

25.0 

50.0 
25. 0 

80.0 

402.3 180.0 

- .c_erm XUEltllti:..:.. ~ 
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DEPARTMENT OF STATE 

AGENCY FOR INTER ATIO A DEVELOPMENT 

WASHINGTO 
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OFFICE OF ,,·,-.', 1
/

1)1 
THE ADMINISTRATOR ·r·l1 , 

':I~ I I; 

Af>ril 28., 1964 
. .,1 ,. 

MEMORANDUM FOR THE PRESIDENT 
,~~,~: -. 

SUBJECT: House Consideration of the Foreign_ Aid Authorization Bill 

The House Foreign Affairs Committee is completing hearings next week 
on t e foreign aid bill. Dates, are not set for mark-up, but the bill could be on 
the House floor as early as the third week in May. 

·i i1 
I • 

' i 1' 

We assume our strategy should be to fight hard for the full autI:i-orization 
for both military and economic assistance. We believe our chances .are fairly 
good to hold the full authorization for military aid, less good to hold the full 

· authorization for economic aid. 

• In Committee, i°ur best information is that the issue will tur1;i largely 
on the leadership of Chairman Morgan, and the position of Mr. Hayq and 
Mr. Selden. Accordingly, we recommend that the President call lY.[organ, Hays, 
and Selden to seek their support of the full authorizations. (For the :sake of 
courtesy; we also recommend that the President call Mrs. Bolton .. ); I~ making 
these calls, we believe the President will encounter the question: if this 
Committee votes for the full authorization:; will the House leadershJ ;> support 
them later on at the appropriations sfa~.ge against.the attack of Mr. F~assman. 

I 

Secretary Rusk., Secretary McNamara, and l will continue our efforts 
to seek full support"by the other members of the Committee. A current estimate 
as to their attitudes is attached as Annex A. 

-: 

On the floor., our best information is that the issue will turn very largely 
on the attitude of the Republican leadership and of the "internationalistrr Republi~ 
can members. In logic, we should receive the votes of about' 40 Republicans. 
mostly from the Eastern states. On the crucial vote to recommit last summer., 

, only si ,.teen voted with us. On that occasion 1 H~lleck and Ford led the rest 
1r against us. ,: 

Our chances to sustain a full authorization on the floor this year will 
depend very heavily on whether we can prevent such ~ wholesale defection. 
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One important step in this directi01 is the \Vork we have ask d: ·p 
Mr. Linowitz to do in organizing quiet busii:iess support ·for the aid ·p}~)g'ram 
with specific embers of Congress O We r commend that the Pres(.:1:::b.tl: agree 
to see r. Linowitz no later than the pr~sent week in order that hei.h.flii-'get 
started. i: • . • • • 'i • • 

Attached as Annex B is a list of the Republicans we·;need and should· 
have in the floor vote this year. We would appreciate any vi~ws the P~eside 
may have on how to proceed to maximize our strength with this groupJ ., 

/a/ David~. Bell 
,I' I 

.:I.I' ' 
·' I I 

Attachments 

''· . '! • 

!· 



ALIGNMENT OF HOUSE FOREIGN AFFAIRS.COMMITTEE 

33 Members 

":P~mocrats likely to vote for full authorization w~ strong• , ;1 [ii 
' ', '1,,111 , ' • I I ti, 

:;i::'.~:~~urance of continuing Leadership a~d White House supporh '.l'. 
/\,/ ! I 

1. Chairman Morgan 7. McDowell 
2. Zablocki 8. Murphy 
3. O'Hara 9. Gallagher 

,. ...... 

4. Fascell 10. Nix 
5. Farbstein 11. Fraser 
6. Beckworth 12. Cameron 

'.,\Ii I "ii' r' 11 ,I·, , 

.::·pemocrats who can probably be persuaded to vote full authoriz·ation, 
, ,; ~ i. 

1 .. Kelly 4. Pilcher 
2. Hays 5. Diggs 
3. Selden 6 •. Monagan 

Republicans most likely to support us: 

1. Bolton • 
II 

4. Frelinghuysen 
2. Broomfield 5. Barry 
3. . Mailliard 6. Morse 

'!iLikely to be against us in any event: .... 

1. Burleson 5.; Gross 
2 . .- Fountai .•. Berry 

. Derwi 
• Adair . Battin 

,Whall 



ANNEX B 

REPUBLICANS WE NEED AND SHOULD HAVE 

* John F. Bald:win (Calif.) 
* Robert R. Earry (N. Y.). 
* Frances ol~o ( Ohio) ;; 

. Oliver Bolton (Ohio) ji 

* William S. Broomfield (D/.Iich.) 
* Willian1. T. Cahill (N. J .. )1 

Charles E. ChambE.>rlairt (Mich.) • 
* Silvio: ~'Jonte· ( ~ass.}: · !.;.: 

Robe:c' l. Corbett (Pa. ) ·.-• 
Florence P .. Dwyer (N. J.) 
Paul A. Fino (N. Y.) 
Gerald R. Ford, Jr. (lV[ich.) 

* Peter Frelinghuysen (N .. J.) 
~< • James G. F lton (Pa.) 

Robert P. Griffin (Mich.) 
* Seymour Halpern (N. Y.) 

Hastings Keith {Mass.) 
Clarence E. ilburn (N. Y.) 
John C. Kunkel (Pa.) 

>:C John Lindsay .(N. Y.) 
Sherman Lloyd (Utah) 

~:< ·Joseph McDade (Pa.) 
: Clark MacGr.egor (Minn.) 

>:< William s.. Mailliard. ( Calif. ) 
* Joseph 1artin (Mass.) 
* Charles Mathias (Md.) 
~< Brad Morse (Mass.) 

Frank C. O~mers (N. J.) 
Harold C. Ostertag (N. Y.) 
Albert H .. • Quie (Minn.) • 

• .•· *.. Ogden Reid (N. Y.) 
Howard W. Robison (N. Y. ) 
Richard s .. Schweiker (Pa~) 
Fred Schweng<=:l. (Iowa) 
Herman T. Schrieebeli (Pa.) 
Abner W. Sibal ( Conn. ) 

. Robert T •· Stafford (yt .. ) 
Robert T'aft,. Jr .. (Ohio) 

. Stanley Tupper (Maine). • 
George M . .' Wallhauser· (N. J.) 
William B. ·w:dnall, (N. J.) 

I • 

~<.:Indicates Member· vote with us on_ recommittal vote last· August. 



THE WHITE HOUSE 

WASHINGTON 
I} 

/ 
February 15, 1964 

MEMORANDUM FOR MR. BUNDY 

SUBJECT: Can Foreign Aid Be Saved -- A Proposal 

1. A couple weeks ago, Gus Ranis, an Associate Professor at Yale, 
spoke to me about a possible new approach to the foreign aid problem; 
his idea sounded interesting and I asked him if he would write it down 
and send it to me. Attached is Gus' paper, copies of which he may 
have distributed to his contacts in AID. In essence, he proposes that 
we channel our aid into the foreign exchange markets of underdeveloped 
countries. This would permit "starved" sectors of the economy access 
to funds on a competitive, objective basis; aid would be used as a lever 
to achieve mass participation in the development effort. As a starter, 
we might try out the proposal in a small number of countries. 

2. Generally speaking, Gus Ranis knows whereof he speaks. By way 
of background, he has a tough, first-class mind along with considerable 
experience in aid matters. After working on economic development 
problems for several years with the Ford Foundation in Pakistan (1958-
1960) he obtained tenure at Yale at the age of 31. Since he has been at 
Yale, he has done some consulting and traveling for AID. 

3. Although I am no economist, Gus I economic argument seems to have 
some force. The proposal would probably be tough to sell in Congress. 
But it might not be impossible since it does have some saleable political 
aspects - - it would cut down AID overhead; also, one could argue that it 
would be a real and meaningful demonstration of our faith in the free 
market system. 

cc: Mr. Dungan 
Mr. For re stal 

Gordon Chase 



CAN FOREIGN AID BE SAVED: A PROPOSAL 

There is nearly universal agreement in Washington an.d elsewhere that 

U.S. foreign aid is in trouble--probably its most serious trouble since 

the program was initiated. Not only is the program being subjected to 

the most severe cuts ever administered--on both sides of Pennsylvania 

Avenue--but its very existence is apparently at stake. In fact, even 

its most dependable supporters on the Hill are finding it more anQ more 

difficult to whip up enthusiasm for a program which in spite of its 

technically "temporary" status seemed to have become so firmly imbedded 

in U.S. post-war policy. The battle of numbers between the House, Passman, 

and the White House in the waning days of the la&t session of Coagress had a curious 

defeatist air about it--as if the loyal garrison, having fought many 

similar annual battles was about to yield to superior numbers--and a 

vastly superior decibel count--and lay down its arms. What is even more 

curious is the virtually complete absence of positive suggestions for 

change even by those who warn of dire consequences if a brand-new foreign 

aid model isn't on the assembly lines by next year. 

If we are to believe the news stories which have been permitted to 

leak out of the Ball Committee's deliberations, some suggestions, it is 

true, are being made concerning the fate of the aid program. But the 

notion of viewing all economic aid as an instrument for achieving U.S. 

short-term political objectives has already run into so much flak that 

there seems little need to repeat the various objections which have been 

raised all around. Similarly for the suggestion that we engage in a new 

numbers game,with the White House "hiding" aid appropriations throughout 

the federal budget and Passman putting them together again. But what is 
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perhaps more serious is that all the Administration is able to come back 

with at this critical juncture is yet another promise to "be good", to 

streamline its operations, fire some people, get out of some countries 

and phase out of others. This response may have "done the trick" in the 

sense of getting last year's aid bill through Congress (though Santa 

Claus lent a helping hand), providing a temporary response to the Clay 

Committee and preventing the immediate interment of the A.I.D. No one, 

however, seems to have any illusions--or ideas--about the future. It 

almost seems as if the foreign aid program under perhaps its ablest 

administrator to date is being assigned to a rear guard action. If so, 

it can only be a question of time until the wolves will finally clcse in; 

and that would indeed mark a dark day from the point of view of our "hard­

headed" national self-interest, if no other. 

Clearly, any sensible discussion of what might save the patient must 

lean on an analysis of just what makes him so chronically ill in the first 

place. If we are to take Congressional debates as a guide, the pervasive 

disillusionment with economic aid seems to be based on basically two major 

strands of criticism. There are, on the one hand, those who claim that 

economic aid is not really in the national interest and constitutes a 

liberal's delight,fuzzy-headed,give-away program; and on the other, there 

are those who accept the objectives of economic aid but feel that per-

formance has been so inadequate to date that it does not warrant the con­

tinued expenditure of our taxpayers' money. On the first, there is relatively 

little one can say: presumably more aid yields more rather than less economic 

growth and more economic growth yields more rather than less long-run 

stability and a better rather than worse chance for the free world to 
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persevere. If this thesis is not accepted aid is indeed dead and we 

might as well get ready for the funeral. On the second point, there is, 

however, much to be said; and luckily most criticisms have directed them­

selves towards this thesis, the lack of visible accomplishments in the 

countries aided, the evidences of o:>rruption and incompetence and the 

absence of any indication of where it is all going to end. 

We should be ready to admit that the performance of our aid program 

has left much to be desired. Since--quite apart from military aid and 

other assistance linked to short-term political or treaty objectives--

the effectiveness of our longer-term economic assistance must be measured 

in terms of the growth performance of the aided countries, we have little 

cause for rejoicing. All around the world we see aided countries talking 

about self-help but making inadequate internal commitments to growth, 

producing more and more impressive five-year plans but barely rising per 

capita income levels. As the Clay Committee put it,we have been "under-

compensated in results and that 

sight or mind". 

no end of foreign aid is either in 

Much of this disillusionment with progress in the less developed 

world can, of course, be traced to a lack of adequate understanding of 

the task ahead of us. Foreign aid was born in the context of the Marshall 

Plan. Having rolled up our collective sleeves and accomplished with great 

success what we set out to do for the reconstruction of Western Europe in 

a few short years, we decided in the mid-fifties to roll up our sleeves 

once again, this time to tackle the problem of stagnation in the less 

developed countries of the world. But in shifting our emphasis we have 

never fully taken stock of the basic nature and dimensions of the task 
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we thus virtually "backed into"~ This is not a matter of simply addirig 

some bottleneck capital resources and obtaining "instant growth". It is 

rather a question of helping to change the basic modus operandi of an 

economic system,at times even of moulding a conglomeration of resources 

into what may be called an honest-to.:.:.goodness economy in the firs·t place. 

We have not adequately thought through the nature of the task,or even 

our long-run national objectives partly, I believe, because we are 

essentially a business-like people who believe in the solubility of prob­

lems over relatively short time periods; and perhaps partly also because 

we thought that too much contemplation of the long-run implications of what 

we were doing might lead to some unhappy conclusions. And thus for years 

now we have dutifully played the aid appropriations game on Capitol Hill, 

mollified recurrent criticisms with administrative reforms of our aid­

giving machinery and, in effect, convinced ourselves that we were doing 

the best we could to help the so-called uncommitted countries of the world 

in their slow struggle upwards. But having nearly exhausted the alphabet 

in Washington and our legislators' patience, the perennial game is now 

becoming less and less fun and more and more ominous. It seems clear that 

more than new administrative gimmicks are needed at this time to prove that 

this novel post-war act of enlightened international statesmanship can pay 

dividends many times the small expenditure of the nation's resources. In­

stead, we must address ourselves fully, perhaps for the first time, to the 

basic substantive question: why have we been "undercompensated in results" 

around the world·. After all, only if we are able to accelerate economic 

development abroad sufficiently to put it on a self-sustaining basis with­

in some foreseeable time span can the U.S. taxpayer feel he is not simply 
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pouring water down a drain but has a chance of ultimately working himself 

out of a job. Let us therefore turn now to this basic question of the 

inadequacy of the growth performance of the countries we are aiding. It 

will probably be conceded that political stability and all other objectives 

of the U.S. will be simultaneously enhanced if we can get more develop­

mental leverage out of our economic aid dollars. 

II 

The effectiveness of foreign aid in accelerating growth is usually 

viewed almost exclusively in terms of its "resources enlargement" capacity; 

that is, given the low domestic savings ratesof the less developed coun­

tries,foreign aid provides supplementary foreign savings and thus enables 

a larger development program to go forward than would otherwise be pos-

sible. This almost exclusive concentration on the "resources enlargement" 

role of aid is evident not only in virtually all our discussions of coun-

try by country aid levels but also in much of the academic discussions of 

the subject. Using the simple Harrod-Damar growth equations framework, 

the impact of a given aid level can be quickly "read off" in terms of its 

enhancement of the per capita income growth rate (given the level of domestic 

savings, the population growth rate, and the efficiency--in terms of output 

capacity created--of the investments made). The calculation is impeccable 

but the inadequate results of our aid efforts to date can, I think, be 

traced largely to our exclusive concentration on this resources enlargement 

role of aid. The volume of resources which has been transferred in the past 

and is likely to be available in the future under any reasonable set of 

assumptions will not be sufficient to make a substantial dent on the per­

vasive problem of stagnation in the less developed world. If foreign aid 
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is to make a real difference it must be in terms of the leverage it can 

be made to exert on the recipient economy in a broader and more fundamental 

sense. Our attention, in other words, has to shift from the virtually ex­

clusive concentration on the "resources enlargement" role of foreign aid 

to its potential for effecting more basic changes in the developmental 

behavior of the underdeveloped economy. 

Let me be more specific on this central point. Our aid programs to 

date under whatever label (i.e. E.C.A., F.O.A., LC.A. or A.I.D.) have 

traditionally aimed at making a given array of additional specific pro­

jects possible or--and more frequently of late--providing an additional 

total volume of resources--in a residual sense--to satisfy the needs of 

the overall development program. Thus whether in the form of so-called 

project or program assistance we have been content to purchase particular 

pieces or portions of the total investment program but have concerned our­

selves relatively less with the use of aid as a lever to substantially 

improve the workings of the domestic economy as a whole. Certainly some 

of our "projects" have transferred substantial amounts of technical assistance; 

but I am speaking of a much more pervasive potential for change which has 

been ignored--the potential for using aid as a lever to achieve mass par­

ticipation in the development effort. 

The point to be made here is that in the typical underdeveloped 

economy we have a situation in which the vast majority of decision-making 

economic units do not, in fact, have access to the scarce bottleneck re­

sources on a competitive basis. In spite of the fact that government ad­

ministrative and executive capacities are usually severely limited and 

already stretched to the utmost by the need to provide law and order and 
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the requisite roads, schools, utilities and other social overheads, the 

attempt is usually made to exercise a large measure of direct control over 

the entire economy. Hhile there is usually little question about the 

ability and competence of the top layer of civil servants, the rank and 

file of officials who are consequently forced to make vital decisions 

affecting economic activity have no special competence for doing so. Yet 

the little slips of paper--whether allocating foreign exchange or cement 

or building permits--over which they have control usually mean life or 

death for a particular concern. The sheer physical and technical impos­

sibility of "reaching" the millions of dispersed agricultural households 

and small and medium-scale industrial units typically places an impossible 

burden on the network of diverse allocative devices which has all too often 

been thrown up. As the controls consequently work badly, new ones are de­

vised to "patch up" the leak and thus the process goes snowballing along. 

The consequence of this situation is that the small entrepreneur, 

unable to gain access to resources in an impersonal,objective manner, 

suffocates under the maze of interlocking controls, while government and 

large-scale private businesses, always at the head of the queue when 

import licenses and/or domestic credits and permits are being dispersed, 

flourish without ever being held accountable in terms of economic efficiency. 

As a consequence, we encounter the so-called "shortage of entrepreneurs" 

phenomenon, and the trend towards directing investment funds into the 

hands of the same in-group "to get things done" continues. There results 

a tendency to concentrate on a relatively few "manageable" large-scale 

projects embodying excessive amounts of undervalued foreign exchange and 

domestic capital and absorbing relatively little of the only really 
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abundant domestic resource, i.e. labor. It is probably no exaggeration to 

say that in most of the countries we are aiding 80% -90% of the potential 

economic agents are thus "frozen out" of the chance to participate in 

developmental activities. Routinized self-sustaining growth cannot be 

achieved with the active participation of only a small fraction of the 

economy's indigenous human resources. 

It should be readily admitted at this point that not all the blame 

for this misallocation of resources via an overemphasis of the large-

scale, capital-intensive and spectacular at the neglect of the smaller­

scale, labor-intensive and unspectacular can be placed on the less de­

veloped economies' governments. Our own foreign aid procedures and the 

preference of our officials for committing large amounts quickly to nicely 

visible (to local officials as well as visiting U.S. Congressmen) projects 

have undoubtedly contributed considerably to the failure to involve large 

segments of the population in economic activity and frustrated the attempts 

of domestic entrepreneurship to assert itself. It is far "easier" to 

allocate aid to projects which are less demanding in terms of the require­

ments on indigenous ingenuity and supervision and "neatly" absorb large 

quantities of development loans. Foreign aid officials are, after all, 

beset by the same difficulties as local civil servants: as well intentioned 

and able as they may be (though they aren't always) they do not have the 

time to be responsive on a project-by-project basis to any but the standard 

large-scale requests. There is no way for the host government to blueprint, 

or for the aid agency to examine, development loans for thousands of small 

workshops. Much-quoted U.S. preferences for financing only the import­

component of particular projects--when coupled with the fact that indivi­

dual country aid levels are not usually determined ex ante (except in the 
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broadest sense)--have undoubtedly tended to bias local investment programs 

further towards the adoption of a capital-intensive "modern" technology-­

quite aside from local preferences for such prestige projects. The whole­

sale transplantation of U.S.-style plants, blueprinted by M.I.T. engineers, 

initiated by U.S. technical assistance personnel,and finally handed over 

to local management on a so-called "turn-key" basis,represents only an 

extreme--but not rare--example of what is happening. Large amounts of 

resources are thus concentrated on projects which employ relatively small 

amounts of labor and generally engage a negligible amount of the economy's 

vast human resources in productive and innovative activity. 

The generally unsatisfactory growth performance of many of the coun­

tries we are aiding must be viewed in this context--and so must the potential 

role of foreign aid as a lever to improve the level of that performance-­

quite aside from its direct resources contribution. The method by which 

aid is made available can have a substantial impact in helping ensure 

greater participation of the host economy's human and material resources 

in the development effort. Given the aforementioned constraints on ad­

ministrative capacities and the desire to avoid coercive solutions, greater 

reliance on markets appears as the logical alternative organizational de-

vice open to the "mixed" underdeveloped society. As the following pro-

posal indicates, U.S. aid can play an important role in helping the under­

developed economy move in that direction. 

III 

The foreign exchange market is perhaps the most important and most 

rigidly controlled market in the typical developing economy. The vital 

question of who gets bottleneck imports and on what terms is customarily 
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settled in this market via a system of import licensing providing alloca­

tions mainly to the large and well-established firms. New and small-scale 

establishments are usually either "frozen out" entirely or must buy their 

capital and raw material requirements on the black market. On the other 

hand, if there is prior agreement between donor and donee governments that 

the overall growth performance of the total economy can be enhanced by 

broadening access to the substantial "starved" sectors of the economy on a 

competitive, objective basis, our aid program can provide considerable 

help and leverage--quite beyond its immediate resources augmentation con­

tribution. While details would necessarily have to remain flexible, a pro­

gram along the following lines mutually agreed upon by both governments 
' ' 

should at least be given careful consideration: 

1) The host country agrees to free its foreign exchange market, i.e. 

to dismantle exchange controls on current account and to permit the functioning 

of a competitive foreign exchange market in which all claimants are able to 

compete on an impersonal, price-determined basis. All comers can thus put 

their entrepreneurial knowhow to the test by bidding for the available 

foreign exchange. 

2) Simultaneously, the U.S., for its part, commits itself to support 

the rate of exchange by providing foreign aid at an agreed-upon annual level.­

While some U.S. aid may still have to be of the project variety, e.g. for 

government projects--certainly in the transition period--the bulk would 

consist of a guaranteed annual flow in support of the competitive foreign 

exchange market. In other words, the flow of aid, together with the 

country's other foreign exchange resources, e.g. from exports, will seek 

a balance with the demand for imports. Annual U.S. aid levels under this 
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system would not necessarily be in excess of the current flow to the given 

host country. 

3) To avoid the dissipation of vital foreign exchange resources into 

unessential imports, the host country would be expected to levy sub­

stantially higher tariffs and excise duties on luxury items. At the same 

time, since the freeing of the exchange rate is tantamount to a devaluation 

of the currency the country might be well advised to impose export taxes on 

its traditional primary commodity exports for which the international de­

mand is likely to be quite inelastic. 

4) Since a freeing of the foreign exchange market is by itself not 

necessarily sufficient to ensure mass participation in the "neglected" 

sectors the complementary improvement of other markets, in particular the 

domestic financial markets, must be undertaken at the same time. The 

local currency counterpart funds generated by the foreign capital inflow 

are, by agreement, to be earmarked for channelization into rural credit, 

small industry corporations and other financial intermediaries intended 

to widen and deepen the economy's financial markets by using the interest 

rate, not credit rationing, as an allocative device. The task may involve 

not merely the relaxation of discriminatory controls but also the creation 

of new financial intermediaries to strengthen particular markets. In 

the administration of the counterpart funds, maximum use should be made of 

commercial banking facilities with both donor and donee country officialdom 

playing a strictly secondary role. 

5) It must, of course, be understood by both governments that the 

guaranteed annual flow of aid will continue only as long as the freedom 

of the foreign exchange markets is maintained. If exchange controls are 
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reimposed the flow of aid will cease. Critics of such a proposal may 

find it politically unrealistic. I do not agree. If there is a prior 

fundamental agreement on the overriding objective of improved develop­

mental performance, and on the proper means for achieving it, aid can, 

in fact, be viewed as a lever for obtaining consent for the required in­

stitutional reforms fro~?Toore conservative,control-oriented groups in the 

economy. It should be noted that the host government's commitment to this 

plan is perhaps even more fundamental than meets the eye; for the main­

tenance of a free foreign exchange market entails restrained domestic monetary 

and fiscal policies to avoid excessive inflation and/or balance of pay-

ments pressures. The fact that reverting to an ambitious large-scale 

public investment program far in excess of th~ government's own resources 

will ultimately render the maintenance of a free foreign exchange market 

unworkable and trigger the cessation of foreign assistance might lead to 

just the proper restraint in domestic developmental policies. If foreign 

exchange crises are rewarded by more foreign aid--as is currently the 

case--rather than by less--as is the case in the above proposal--it is 

little wonder that they occur at regular intervals. (One expert has pointed 

out that Latin American "stabilization loans" have an average life expectancy 

of six months before the next exchange crisis occurs.) 

Admittedly the government-to-government agreement sketched in here 

all too briefly amounts to some considerable "strings" attached to our aid 

program. But I have never been convinced that donee officials have any 

illusions about the fact that the U.S. is bound to exercise control over 

the effective use of its resources; it is only the existence of ineffectual, 

often badly administered, strings which cause resentment. The above proposal, 
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in fact, is likely to substantially reduce the inevitable frictions be­

tween donor and donee since, instead of continuing negotiations and super­

vision on a project-by-project basis, the control is now exercised once­

and-for-all and at a very general implementable macro-level. 

The aid agency has been devoting a considerable amount of time since 

1961 in pressing the need for increased "self-help" activities in the less 

developed world and in searching for ways to measure host country per­

formance in this respect. The aid legislation speaks of land reform and 

improved savings rates. But land reform may be necessary in one country 

but not in another and changes in the rate of savings are but a symptom 

of a more fundamental transformation of the economy. There exists per-

haps no less ambiguous indicator of "self-help" and of steady progress 

towards self-sustaining growth that this type of institutional transforma­

tion adopted and adhered to, thus permitting for the first ti~i7~bbilization 

of the economy's resources in the development effort. 

An additional side benefit to be derived under this proposal includes 

the reduction of aid agency overhead and administrative staff it makes pos­

sible. Nothing we have said, of course, implies the curtailment of tech­

nical assistance activities if there is a mutually agreed on need and a 

request by the host country--though even here a greater reliance on the 

universities, foundations, etc. seems indicated. But the number of people 

both in the field and in Washington concerned with project loan negotiation, 

evaluation and implementation could be substantially reduced and the re­

sulting savings channeled to program purposes. Those who worry about the 

fact that under this proposal there would be no clearly designated "American 

aid projects" should be reminded that this is merely a matter of attribution 
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which could e.:is i ly be handled by --1utual agreer.ent--ns it of ten is now in 

the case of progran loans. 

It nay be necessary to nove slowly during a transition period ci.nd try 

out the proposal by agreenent 1-1ith initially only a snall nunber of coun­

tries. The use of nid funds as proposed here should not be viewed as a 

panacea nor as likely to pay spectacular dividends in the short run. 

Rather it is appropriate to view it as a chance to stir'ul.:ite now largely 

dornant dor:estic processes nir':ed at providing the type of environnent in 

which the donestic econony can begin to pull its own weight. Unless such 

an institutional transfornation across the vast landscape of the developing 

econony can be effected and the broad nnss of indigenous econoric agents 

integrally involved in seeking personal inprovenent and thus p.:irticipating 

in growth-pronoting activities, there is very little hope that aid viewed 

only in the resources augcentation sense can be of really decisive help. 

In a word, the nttitude of trying to do a snnll nunber of spectacular 

things over a short period of tir.:e nust give way to inducing a large nun­

ber of unspectacular things to happen over n longer period of tire. There 

will be fewer nonuoents but nore growth. There will also be risks, but 

the risks of "business as usual 11 are considerably greater. 

Gustav Ranis 

Associate Professor of Econonics 

Yale University 



Mr• 11,,.cGeorge Bundy 
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MEMORANDUM FOR THE SECR~ 

,, Two actions I would like to propose to the·. President: in connection 

•, 

with the 1965 foreign aid program have signific
0

ant political overtones \vhich 
I am bringing to your attention in this 

I 

memo~-~dum. '·, ... · • ·. . :· . 
t =-~ ~·,? ~ ~- . t,~ J -~r. ~- ~ '~ • • • 

The first proposal is to announce-~l;~s, o::m -; n;·~~w eco~omic • 
.. . . , 't ,. r, •• . . . . 

assistance commitments after June~}0., -)964. 'fo·'·'the f~llowing nine cou21trie.3: 
vFree China., Greece., Israel, !raq,,<·~r~a./ uthern Rhodesia, ~•'Iexico 

and Surinam .. Projects- under way ~?uld:~ course. ~ .~a-rr{ed through to 
completion. We would plan to withdraw v1r u • • A. I. D.; mission st.affs 
from these countries by June 30, .,19 ·_ •·, ,. • 

,.- , . .. . 1 . • • . . • \ , ... · .. 

I would propose to recommend to. e r s en • a. e announce this 
/decision in his foreign aid message/\vr~f~1;3:. ~B!,, .. l:',t.~P.af>lY be _sent_ to the 

Congress within the next two weeks.:·:~/~ • . would make plain ~t 
the same time that while he does no-fe -ec .O:.res.ume ·economic assisi.ance 
programs in th~se ·c·ountries~ ·he has)1~,. '. __ 9_r~7~c/>s~:. the. pos~·iliility ·of doing 
so should their economic circumstances. ,·~ • •••• • ·, • • • . ~-· . /-

Each o~ these c~untries ~as be~~t;:':~ssed .with the relevant g ~aphic 
" J •• ' ,,1· \ ·. ..., /, i- • • 

bureau of the Department. There :ts·'·u.riiform .. ¢ori.currence :tb,at the proposed 
decision to make no new commitmeI1:tS ,is warrantecf in every case in the . 
:;.ight of normal aid criteria and the ~res.ident' s··d'esire to resent an austere 
program for 1965. • •. . • .. :4 ::.:. 

J ~ 

On the political side, ··Mr. Mann an • Goverrior•Williams have no ;·· 
.. •• .... ,-.... .. ! J ....... '·, ,. • • .. -;: • ·' • 

objection to the proposal as it affects theJ~ountri¢~ }n their areas (provided,? 
of course, that advance notification U;J given to the cq1.mtries concerned in 
appropriate ways before the President's rnes·s~ge ·is ··released). Mr. II'-srnan 
and Mr. Poats have jointly queried 'i;aipei}.s ·t'o the ossible effects th.2re. 

. . . , . . . i ''. ·-.~ .,;::~;~: :~ ;_ : . ·.:• • 
With respect to the four Near Ea~tern cot!?, ~1es; ·rMr. Talbot is_ concernej 

over the political impact ·of such ~.n announcetjl~n~~ :, :r ~derstand ::e is sending 
you his views on the subject.· I hc.ve:· discusseci'the. ··rC?blems involved with him, 

. -
DE~IFIED 

. . . 

t::.:1c··~i"' .½;-:;n; -·•:• 
a..: , . . 
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and on balance I would urge that -~y¢:'..ke~p; a.1rf9ur !countries on the list. 
Israel and Greece are today tht! most pro's.p.er·ous and economically 
progressive nations still receivirg ·econ9¢i.b ··a.id:· .. ·, .. If we do not stop 1LW 

• • 1 - • .,,..J,,. .,, 

aid commitments to them., we woulq have ~¢~~ogical basis for stoppins· 
commitments to any other country·;'J,.-~ • .. • < .. •;'!; ::' •• •. 

1
[ .;_. -., . 

. · . . .:f :· ./:: ~\;?·l t1~ \~~~/~t :: · ·~ · ::·. 
The political problem with Israel should be'bearable> assuming Wt' 

continue to help provide them ,vi•'·h 'inili.t.ary··equ:i.prnent., (either ·throt:.gh 
credit sales or direct MAP) 3 and ass.urnin£we::-give them strong suppc:.. t 
in 'the Jordan waters matter. 

T' 

The po:itical problem with G1::1:ece, it seerJ.~S to nie, ca:i.1 be :::r.,,i:iir:.:..~.::cc 
by stressing that their economic succes$ ha's '··eiiminated their nE: ed ft)Y' aid. 
on conces·siorial terms., and that PL 480, MAP,· a.hd Export-Imp0rt _E~i.:>~k 
loans will continue to be availabie.-,~~---.· · • -~ ✓ .. \·. 1)-~ ~·?:~ v .. ~ 

.. f ~ • ;. /: !~:'(~::_f-: :i_·::,;~. 
Furthermore., both Greece and Israer..have· been. on notice for at l-..;2..s.!~ 

a year., by repeated public statements ma.de'by~fu.1e· and others> tLat Wf: 

regard them as doing so well thei.r ileed fo:t ~ec9no~ic aid is coming 

rapidly to an end. ,r ·\)(f~::)}r :··· 
Accordingly., I recommend that we 'propose to the President sndiri.··.· aid 

. . \ • ,.,•ti, • . .. 

in the nine countries., with apprcpriate plai\s for· ~otification - including 
the possibility of personal letters fr;om ··himJo tli~ leaders of the othe:.~ 

• , • ... ' 4 ' ').': ~ .... r;, . ,1 

governments., at least in the cases 9f Greec~ _a'.tj4 ;.Israel. • 
• --1~·' .. ... . . . ~ • l. .,f ~ :; ... # '°'.1 

• :~~-·~ ·,:" -~ -~: -~-.. I;:. ! .• # i.; .. .. • '·. ~ • 

The second proposal we are considering·~s ,to ~ithdraw virtuaUy 2..ll. 

direct-hire AID personnel fron1 15 addit'i:onar countries on or before 
June 30., 196.5. Including the nine countries ~entioned above, th;; ne·c effect 
would be to reduce the number of AID ove·rse~i p'osts by 24., or almcet 

.,: . • .. · , . . ~:: - .. ,~ 
a third. • • . •. - :;•. • 

• ,, : . . ,,,.·-•/.~: ~~; ~' : 

The countries from which we expect t,o with<lr~~-AID personnel, blit to 
which we expect to commit new program fti~ds lri_ FY 1 65 or late:-c., are 
the 12 UAM States.,' Sierra Leone: ·Haiti,. and _Trihi.dad. These ar·e ail 
countries in which the aid progranis are quite sm·a11 and concent.,ate-..: on 
a few activities. We believe our operations ,ca~ be· carried out e:·Yec-:-~v.aly 
in such countrie~ without the n ,cS:ssity for-~· re·sident ·.A.ID staff. Pro:; ~cts 
in such countries would be car:!::·ied out by contractors~ and AID s:.-;,pe::>.risio!:. 
would be handled by staff staticncd elsev,here;, }19Fmally in a regiont.l 
cffice or in Washington. We wm.:.ld expect to ,~sk_the .Embassy in sue:i· .. 
countries to provide minimum li:..ison and service functions on 0-(1r be .>J.l:.:'. 

• • • • --J~I!JL • . 

~- :~::/. ·:·. }\ . . • 
.,} .,~ # ~ ;,! • • ..... 

. :---~ ·~~-: -\PR ESE VA-ION ·copy 
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We would expect to_ advise the countries concerned of our dec:~sio:1, 
stressing the administrative savings and efficiency that will re.su;.~. If 
this is done, I would not anticipate any significant political reactLm. 

. So far as I am aware, the regional .P· ... ssistant Secretaries hav:~ no 
. objections to this proposal. 

ec: The Honorable McGeorge BundyV 
·The Director,; Bureau of the Budget 
The Honorable· Ralph Dungan 
The Honorable William p~· Bundy 
The Honorable John c~· Bullitt 

Ju~<~ 
David E. Bell 

P E E TION COPY 
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MEMORANDUM- FOR THE SECRETARY-
-= j. 

\ ~'. 

, 1· •. ··1·' 

. . Two actions I would like to prO)OSe -to t_he Pr_esident in conn~ction :· -·•:.': 
• with the 1965 foreign ai_cl. program have significant political overtones\vhich 
-I a:m qrin-g-ing· to your attention in this memorandum. . ·:-. _-· _ :--... • ;-· · :i_ ··: .. •~_j;:_,;::-.: __ .-'.. , _ 

., ' . .. ! • - ·-;-:_-. .-:· 
/ . • ! . . • i • • . . . . . :~.: ... · .. 

The first proposal i's to announce plans to make no new economic·· 
assist

1
ance commitments after June 30, 19G4, to the following nin·e fCmnt~ics: 

Free China, Greece, Israel, Iraq_, Syria., Libya., Southern Rhodesi.a, 'Mexico 
and S~rinam .. Project~ under way would of course_ be carrie_d th;_ough to 
compl_etion.· We would plan to withdraw virtually all A. I. D .. :missi(?n staffs 
from tse countries y June 30, 1965. .,;~ / :_ :_{: ;F'. ' -_ · · 

I would propose to ~ecommend i!o the President: that he. announce, this· -, 
: -decisfon in his for.eign; aid message, • which will probably.-be_ sent _to'.the • • 
Congress within the next two weeks., The Pres,id~nt would make··pla.in at 
·the same time that while he does not expect to res.ume economic a.s·sistance 
programs in these countries., he has not forecl~sed the possihility°~f-doing -
so sh~uld t~eir econo~ic c~rcumsta~ces S? require .. : : • • ·: ,. • • __ ·~,;:·-·.:}:-·;_-./---

,Ea~h of these count~ies has been ~iscu~sed with t~~ rel~;ant iei;{raphic 
bureail of the Department. There is uniform concurrence _that the proposed 
decision to-make no ne·w commitments is warranted in every case :f:n_.the·: ... ·. -

• lighf of normal aid criteria and the President's ·desire-·fo" pre·s·enf·atfai.1stere •• -

P~obrr·r'a· m ·J..COr 19 5.::.. ;, - • -• ' ''' :·'.) - _r • • <> .. ,-.:·:;: __ _-~ 
- "' '·');>,.. -:..•,··r.-J\ :··. .. 

I • i•:r .,_f: . •• 
I !···'::·· 

On!the political side, Mr. Mann .and Governor.Williams have :no:.:\· 
object.ion to the proposal as it -affects the countries in their are·as (provided.,· 

• of course, that advance notification is gi~en to the countries conc.ethed in 
appropriate ways before the President's message is released).· ._:Iv;[r~--Hilsr11an 
and Mr. Po_ats have jointly queried Taipei as to.the possible effeds _th:~re. 

__ I ·'·-.·-:~_, ::~- : f · : ·· · · • --- :-~ ·-<--· --·:. -. - - .- .• -_ =----r-, -

With resp·ect to-the four ;Near Eastern countries, Mr. Talbot.is conce·rncd 
over t:he pol;ticai i:mp~ct ·of such· an announcement.; I understand· h_~-is sending 
you his views- on the s~bject.· I ho.v~_ discussed· the problems involyed \Vith him, 
DECIASSIFIED . . .. l' .... ·· • • . :, ·):, ': '. ·_. ..• ~. • •. ; 

E.O; 12356, Sec.!.4 - .-. , i -·• .- . ·· •- ,: •<;. 
- ,3- 3 1k -_. ~-·_ · ~ -
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::.l. • and on balance I would urge thnt ·Ne.keep all .four countries 011 th¢-1Jst. • 
, . •. ··;_. rs·rael and Greece are today the. :i.1":lOSt prospr-!rOUS and econon1icai1yt: • 

• · pro'gressive nations ;still receivi:\t; economic aid. .If we do not s{op· new 
aid commitments to 1them,· we would have no logical basis for -~topping 

':-: 

ti. 
,:·-·., 

I I~ I. •: • 

. . I . . . . . . . . . 
·commitm:ents to any, other country. • · : • -_,,: : _ _. __ (.,·:{ _,_.. • 

,.-.-. - ,_ -. . I . , - .. . . .·_ ::.· .. j-

The politic~l proble·rri witl~ Isr:.1-.el should be.bearable.,· ass~~i~g vve 
• •.-:c~ntinue to help proyide them with mili.t"ary equipment., (either through 
• ·:credit sales or dire~t .MAP), and c..ssuming we give them strong· support 

.in the Jordan waters. matter. i. •.•· 
..• i··.. I··.. ··. _;::-.-.:.1::---. ;_;:.-. 

··y,. •• ·rhe p~:i.itical pr~blem_ with G:cr;.ece, it seer"J.'lS to me., can be\·:~ .. l~~in1i~cd 
·, by stressing that thciir economic success has eliminated their n·e:ed~·Jor aid. 

•. •,:, ! • j • • I: ••i ••. 
•':· on concessional terms, and that ?L 480., MAP, and Export-Imp0rt.:Bank 
• --loans will continue ·t:o be availabic.· .• •• ; ._··) .:J•.<-}./.· ::-: •. 

I •.• . .- I .· . ,'. ;.~: '-i._-\?c: ... 
.. '; Furthe~more~ both Greece and Israel have beeri on notice for '.;it' least 

I : . , _., { ; ; . , 

..,-:a.year., by repeated;public statements made by me and others.,_. ~11.~~: w~: 
. -·: ·. _,. reg'ard them as doin·g so well thei.1 .. need for economic aid.is co_m'.ing • 

•• , , ttly to
0

an end.: I . . . . .· ·•. • . . : , : Ji;jj't{; . 
.... • · , ~ccordingly~ I r~commend that we propose to the President ep.~ling aid 

,. . , in 't~e nine countries., with appropriate plans for 11,otification ·-:-.i~duding 
·-<-·:<the lpossibiiity of pefSOnal letters from him to the leader~ of:thfo\he:c • 

• governments~ at least in the cases of Greece and Israel. • . :•i, l ••. 
. , f . , I ; , .· .• , : ,- • . ! -~: 

•.. I • : . I . . . . '.. ;,,:. 
• -.~ '-;['he second proposal we are considering is to withdraw virtu~py-·ail'._ 
direct-hire· AID personnel from 15 additional countries on or before· • 

• ·'_"_·Jun~ 30., 1965. Inciuding the nine countries mentioned above,: the· ~ei: effect 
. ·:_. wo~id be to reduce the number of AID overseas posts by 24., pr a'.lmost • 
;: ····a tli.ira.; .··:;~ • i . • - . · • · •. • · · : , . ·.. .· : ·: ;· ... _::-. .. :· 

• I· • ·.··.,• . . • I . . .,,. ,•· • .. f .;·. 

·• i•· . • the c~u~tri~s frJm which we expect to withdraw AID pei'scirilll1,: but to 
whibh we expect to. commit new px·ogram funds in FY 1 65 or later,.· ~re 
the.112 UAM States.,·· Sierra Leone:· Haiti., and '.Tri'nidad. These are ail 
coup.tries. in which the aid progrc.nis are quite small and concentratid on 
a fe,v ·activities. w~ believe our. operations can be carried out effect~v:Gly 

· in s1uch countries without the nec,~ssity for a resident ·AID staff. ·\Projects 
• I . : • I . •. ' . 

. in s'u.ch • countries would be carried out by contractors., and AID tiuper'i.rision 
.would' be h-~dled by :staff station({d elsev1hcre,·.normally in a regional 
offibe or in Washington. • We woli.J.d expect to ask the Embassy in. such 
countries to providel minimum liz...ison rmd service functions on our behal:Z. 

'1·· • 1.·· , • ! ,--·. ·'.. '/~ ,; . •• •. •.· -. ···) ··,. ?· 
t. . .. ·'!' ·,; . ;'·, 
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Janu ry 17, 1964 

MEMO NDUM FO THE P ID NT 

H re i how AID an • ..i D have apportio ed the FY 1964 aid cu . 
hile we r qu t d thi , re ort to enable you to w i h in i£ ther wer 

any ajor problem or unr olv di u s, we non and r comm nd 
you m rely note it. 

To .a,, • ....,..T~ riz r po ·t (which it doe no s em ntial to read), 
D a have pr d t cu pretty ev nly ong the major aid re-

cipi nt , whil protectin igh priority progr s and prior co mitment . 
B caus . of c rryov r , ve 3. 7 billion to work with, compared with 
the . 15 billion we actually committ la t ye r. 

o t of the actual r duction come out of P, where e have 426 
million les than we u d la t year. Thi will cov r all explicit com it­
ments, though we'll have to put off ome force modernization which or a, 
China, the Philippine , Or ce, nd Tur y x ect. e'r al o tr· ming 
an b r of mall r programs, . g. lndone ia., Burma, some Africans. 
Tom Mann nd are till di cu ing how much to cut Latin Americ n, 

, but ny cut would e much le than in other r a . 

Th 2.. 5 million economic 1d available i bout what we actually com­
mitt d la t year. It ill cover 1 fir promi e nd priority need . hat 
p rmit thi i the slowne s of many cli nt to com up with· atisfactory 
project term . e 're also cutting b ck th more mature countrie i-eady 
for conventional financin (China, Phibppines, Israel, Greece, exico, 
Venezuela, J m ca) and m ll marginal progra s. 

ne pro lem i th lack of much cushion for emergencies or opportu-
nitie . ince an extr 0 million may e n ed d for more unition, 
etc. in Vietnam, 11 i lr ady con iderin a 50 million transfer to 
£rom our 179 million contin ency fund. All in all, we'll probably get 
by thi y ar, but p rtly y pu hin our prob! ahe d of u , which und -
lin the • ortanc of the Y 1965 D r view . 

• • KO 
Attach .. 
Memo Bell to Bundy dtd 1/10 / 64, subj 
Addl $ 2 0 million MAP ... o 
Memo Bell to Bundy dtd 1/7 / 64 2 suts:J" 
Impact of Cuts in Foreign Aid Appropo 

7 



THE WHITE HOUSE 

WASHINGTON 

OFFICIAL USE ONLY 

January 9, 1964 

MEMORANDUM FOR 

MR. BUNDY 

SUBJECT: Reorganization of Foreign Aid 

1. Attached is a memorandum from Abba Schwartz 
on the reorganization of foreign aid. While I am a 
non-expert on aid, it strikes me as a thoughtful paper 
with a few new wrinkles (e.g. setting up a trust fund 
with the IBRD to expend long-term development funds 

see P. 6). 

2. If you decide to send the paper on to Dave Bell, 
please note Abba's request that the paper not be at­
tributed to him; removal of Abba's covering note 
would do the trick. 

Gordon Chase 

OFFICIAL USE ONLY 



DEPARTMK OF STATE 
ADMINISTRATOR 

Bureau of Security and Consular Affairs 

January 8, 1964 

TO: Mr . Gordon Chase 
The White House 

FROM: Abba P. Schwartz~ 

Attached are my personal thoughts 
on a new look at foreign aid which I 
mentioned to you. 

Since I am in no way involved in 
this subject within the Department, you 
will understand, of course, that none of 
these gems of wisdom should be attributed 
to me. 

Enclosure: 
As stated. 



January 3, 1964 

REORGANIZATION OF FOREIGN AID -- OUTLINE OF A PROPOSAL 

1. Need for a New Look. 

The fate of the Foreign Aid bill in the Congress this year has 

produced still another re-examination of the foreign aid program. 

Reorganization of our foreign assistance program is, of course, nothing 

new. Creating new agencies or abolishing old ones, shifting responsibility 

for foreign aid between the State Department, separate agencies, and 

autonomous agencies within the State Department has been occurring at 

two- to three-year intervals since 1948. This paper does not address 

itself to the merits of possible organizational changes, though there 

may well be advantages in such changes. This paper addresses itself, 

rather, to the possibility of a more fundamental examination of the 

foreign aid program. 

In opening the foreign aid debate on the Senate floor in October, 

Senator Fulbright proposed (1) to separate military assistance from 

the economic and other elements of the aid program; (2) to look to 

international financial institutions for the provision of long-term 

development capital to less developed countries; and (3) to reserve in 

the President a sizeable contingency fund which could be frankly used as 

a political instrument in critical situations as they develop around 

the world. This paper undertakes to follow out somewhat more fully 

the suggestions made by Senator Fulbright. 
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2. Military Assistance. 

It is now generally agreed that it would be desirable if the 

military assistance program were to be separated from the foreign 

aid legislation, and returned onr:aper, as well as in fact, to the 

Defense Department. Linking the military assistance program with 

the economic assistance program has not made the path of foreign 

aid in the Congress easier, at least in recent years. (The dollar 

cut in military assistance for FY 64 was approximately in the same 

proportion to the amount sought by the Executive Branch as was the 

overall cut in aid appropriation from the amount requested.) 

The presence of military assistance in the annual aid presentation 

has made the total amount of the program appear excessive, and it 

has also led to a good deal of public misunderstanding of the nature 

and purposes of foreign aid. 

This paper, then, assumes that any substantial reorganization 

of the foreign aid program would remove military assistance from 

the foreign aid legislation process. In terms of current figures this 

would eliminate approximately one-third of the total amount appropriated 

annually for foreign aid--approximately 1 billion out of 3 billion 

for FY 64. 

J. Distinction in Objectives of Economic Assistance. 

A major difficulty with our foreign aid program has been a 

confusion as to objectives. We have stated that we are determined to 

work toward the achievement of a substantial rate of economic growth 

thrmghout the world--at Punta del Este we put forth a minimum figure 
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of 2.5 percent per capita per year. We have also considered that 

political stability--which may mean X rather than Yin the next election-­

is an important objective in our foreign assistance program. In fact 

these two objectives are not necessarily contradictory, but they are 

distinct, and both get blurred when they are blended together. For 

example, we do want the Alessandri coalition to remain in office in 

Chile, and it may be to our interest to spread some of our funds to 

help achieve this result. But we also have a genuine interest in 

raising the economic level of Chile. Specific decisions on whether 

or where to build a bridge or a seaport may well come out differently 

depending upon which objective is in the mind of the person making the 

decisions. 

As long as the short-run and the long-run efforts are dealt with 

by a single agency or indeed by a single government, they tend to merge, 

blend, and get confused. A good example of this is what has happened 

in Brazil, where projects have been shut down because the local provincial 

governors are left-wing or anti-United States, while less sound projects 

have been supported in provinces where the governors are friendly to 

the United States. Such a policy cannot help but create cynicism abroad 

and disappointment at home. The disenchantment with the foreign aid 

program of Senate "internationalists" such as Fulbright, Morse, Clark, 

and Church may well stem in considerable degree from the confusion of 

the "Ward 5" approach with the economic development approach to foreign 
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assistance. Each new disappointment leads to cuts in the program by 

the Congress, and to additional restrictive amendments. In turn, the 

under-developed countries become less and less receptive to the concept of 

separating true economic growth from achievement of short-run political 

objectives. 

4. Separation of Functions. 

If possible, then, it would seem desirable to separate the short­

range political from the longer-range economic development objectives, 

and to insulate programs designed to achieve the latter from day-to-day 

political pressures both abroad and in the Congress. One way to do so 

would be to retain the politically-oriented assistance program in the 

United States Government and to "internationalize" the longer-range 

programs dedicated to economic growth. This was suggested both by 

Senator Fulbright and in the Clay Committee report. 

"Internationalizing" a substantial portion of our foreign aid 

program would have to be done in such a way as to satisfy certain 

minimum conditions under which the United States supplies foreign aid. 

The development funds should go only to countries of the free world; 

they should go only to countries prepared to operate according to certain 

minimum standards of economic order; and, by and large, capital supplied 

by the United States should be used to make purchases in the United 

States, and not, say, in Germany or Japan. 

Both the Clay Committee and Senator Fulbright looked to the World 

Bank complex. The Bank deals only with member countries and thus 
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excludes the Soviet bloc. It has developed and maintained the reputation 

of looking at projects from the point of view of economic soundness. 

It is a true international organization, but one governed according to 

voting weighted according to capital contributed, and is thus an 

organization in which the aid-giving and not the aid-receiving countries 

have the majority vote and control operations. It has had experience, 

and more success than we have had, in stimulating foreign assistance 

programs of other countries, for example in the India consortium. 

Finally, and this is important for the critics of foreign aid in this 

country--the World Bank has insisted upon sound fiscal practices on the 

part of borrowing nations, and it has been a strong defender of private 

enterprise. It has not hesitated to cut off countries engaged in 

irresponsible fiscal practices, or in which debts to private enterprises 

were not being paid or uncompensated expropriations were taking place. 

Looking at the present aid legislation, the major components of 

the foreign aid appropriation could be segregated fairly simply within 

the general criteria set out in the Foreign Assistance Act. The 

distribution of aid functions within the United States Government--

for instance, a distinctive treatment for the Alliance for Progress, 

could be carried out consistently with the proposal here made. 

The United States Government-either a reduced aid agency or the 

State Department itself-would retain technical assistance, supporting 

assistance, and a contingency fund. It would also retain control of 

funds for economic development for such countries as South Viet Nam 

and South Korea, in which military and immediate political considerations 
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predominate. Contributions to international organizations such as FAO, 

UNICEF, the U. N. Special Fund and the Palestine Refugee Relief Agency 

could be handled directly through the State Department appropriations, 

as other contributions to international organizations are at present. 

The investment guaranty program, administration of'Cooley" funds, and 

other activities in aid of private enterprise would be continued within 

the reduced aid agency, or in the Export-Import Bank. 

Figures on future requirements in the aid field are of course 

highly speculative. But if military assistance, true development 

lending, and a proportionate amount of administrative expenses were 

separated out from the annual foreign aid legislation, a figure around 

$1 billion would probably cover all of the technical and supporting 

assistance and contingency funds required, presumably usable without 

major restrictions. 

5. Plan for an International Economic Development Fund. 

The World Bank would announce that it was prepared (in conjunction 

with its affiliates) to act as trustee of an Economic Development Fund 

to which all member nations would be invited to contribute. The Fund 

would be administered by the Bank according to conditions worked out 

between the trustee and each donor, much as a commercial bank undertakes 

administration of a trust in our country. Contributions to the Fund 

could be in terms of credits for goods and services, i.e., the United 

States could contribute a given amount of money to be used for 
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engineering, shipping, construction or other services or purchases of 

capital goods in the United States, and the United Kingdom could do 

the same for purchases to be made in Great Britain. The contributions 

to the Fund could also be segregated by regions--Latin America, Africa, 

Asia, and the Far East--but not by individual countries. Contributions 

would be made on an "until expended" basis, with provision for regular 

reporting by the Bank and for replenishment of the Fund only upon a 

World Bank recommendation. 

The Bank would pass upon applications for loans and would administer 
but strictly according to terms of the agreement with the donor. 

them in its absolute discretion/ It would preserve its policy of inter-

national competitive bidding to the extent resources were available in 

the Fund. The terms of the loans would be those authorized by the United 

States--for example J/4 percent payable over 40 years with an initial 

grace period as under the present Act. Interest payments would go to 

the Bank for overhead and administrative expenses, but the principal 

would be repayable to the country which had contributed the resources 

from which the loan was made. As is the case at present with this 

kind of development lending, loans out of the economic development fund 

would be made only in cases in which other sources of capital, including 

the Export-Import and World Bank "hard" loans, were not available. 

6. The Plan and the World Bank. 

A plan along the above lines could probably be fitted under the 

charter of the International Development Association, a World Bank 
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affiliate with voting and capital contribution provisions parallel to 

those of the Bank itself. Thus a new international agreement would 

probably not be required. It is clear, howeve; that the plan would 

present a significant new venture by the World Bank, and no agreement 

on such a plan could be reached without approval by the Board of 

Governors, at its annual meeting in September. 

One appeal of the plan to the World Bank would be that it would 

give that organization, with its excellent reputation and experienced 

staff, the opportunity to continue to grow, even as its present 

activities are beginning to level off. It may well be that such an 

opportunity would be attractive to the Bank and its new President, 

George Woods. Essentially, the Bank would continue to perform its 

function of assisting the transfer of resources from developed to less­

developed countries for the purposes of economic growth. 

Conclusions 

1. The "new look" at our aid program should go beyond organizational 

changes. 

2. A distinction should be drawn between short-term political 

and long-term economic objectives. 

J. The long-term economic objectives should be insulated from 

day-to-day political pressures both here and abroad. 

4. In order to accomplish this objective, the United States 

should entrust its funds for long-term economic development to the 



- 9 -

World Bank group, which would manage a developmert lending program 

in accordance with conditions to be agreed upon between the Bank 

and the United States Government. 

5. If development lending and military assistance were both 

removed from the annual aid package there would be a net saving on 

appropriations, and it would probably be possible to secure from the 

Congress aid funds adequate to our short-fun political purposes. If 

successful, the plan would permit the United States to accomplish its 

short-run purposes without all the restrictions to which it is now 

subject, and at the same time to sponsor a sound, and probably more 

efficient program of long-term economic growth throughout the free 

world. 



ADDRESS OFFICIAL COMMUNICATIONS TO 

THE SECRETARY OF STATE 

WASHINGTON 25, D. C. 
J~y (0 

DEPARTMENT OF STATE 
WASHINGTON f .JP. S( ~ DI<-

January 7, 1964 

MEIDRANDUM FOR MR. Mc GEORGE BUNDY 
THE WHITE HOUSE 

Subject: Follow-UP Report on 
Certain AID Matters 

The Department's lvbnthly Follow-Up Report on executive 
directives has been including information on NSAM 159 and 
on portions of 496 NSC 2447, which concern military and 
economic aid planning. In view of the general review of aid 
matters being made by the interagency committee chaired by 
Under Secretary Ball, we think that reporting on these 
directives may no longer be pertinent. 

If you approve, I will discontinue reporting on 496 NSC 
2447 and NSAM 159 in the Follow-Up Report this month. 
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THE ADMINISTRATOR 
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SU'.BJEC'r : 

The Ionorable Georg 
e ite Houi,e 

dy 

ct or Cuts in Forei A!d ppropriationa 

s memor dum is tile respons to N 2.76 o 
December 26, 'Which requests report for th. side :t on how 
e i,ro:po et just the economic and miltta.ry ss stance 

program to -the large c :ts made by the Congr se. It incl des 
an analysis of m111t assistance supplied by the Iepartment 
of ~f'ense and 1s concurred 1n b,y the tary o e.te and 
the ?reta:ry of fense. 

!e ould suggest that t President should be into e 
o, the ollow jo-r point • 

1. FUn e Pre 1 ent reque ste $4. 5 
billion 1lJ. new appropri tions an tieipated carryovers of 
$300 million more. . 3 billion was ·e.pprOF1at d d ce.x-ryo,vers 
of 4 million are now est ted (including reappropri :tion o:t 
6 127 iU1o of last year's Conti •ney Funds, 'Which : not 
requeate, 37 m1l.l1on of uncommitt d fun e o~ the SOcie.1 
Pro se Trust Fund vhich &re wj.th the Inter- rte. :tevelopoont 

) . total nov ilable therefore is 3. 7 bl111on, 24 
percent less th s , equested. cut s a1rly evenly 
divided amo appropr1a.t1on categories: 





• 

• 



• 
l· 5 

• 

( 







ANNEX A 

MAJCR FY 1'64 Pftoou.t etWJOIS 

Economic Assistance 

Africa 
Near Ea.~t & South A·sia 
Far East 
Latin America 

Military AssistanQe 

ANNEX :B 

Page No. 

1, 2 
'.3, 4 
5, 6 
7, 8 

9, 10, 11 

. Compariso.n of· Owrent Economie -and Military Assistance Programs 
tp the Request to Congress. 

Availabilities 
Summary 
Africa 
Near East & South Asia 
Far East 
Latin America 
Europe 

DE~IFIED • 
E.O. 12356, Sec. 3.4 
NlJ. ,9.3~ ~,, 

By • , NARA, Date 

~BET 

(When With Attachments) 

1 
2 
3, )a 
4 
5 
6 
7 

/OI 

.. ...,,,.,. 



TOTAL 
% 
I' 

.rev~lopment Loans 

Ievelopment Grants 
(Technical Assistance) 

l 

··.Supporting Assistance 

Contingency Fund 
l 

Contributions to 
International Organizations 

CONFII>EN4'IAL 

AFRICA 

FY 1963 
Commitments 

84.6 

62.7 

6.2 

14.8 

ANNEX A 

FY 1964 
Congressional Current. 
Presentation Program 

$338. 5 J~i3 :2 ____ --$209 :3.;219 . 3 

165.0-239.7 

·104. 5 

64.o 

76.0-86.0 

78.0 

47.8 

7.5 

.---·The Development Loan funds available for Africa this year sh9uld finance 
all ready projects. Many of the projects-on which the higher Congressional 
request ·was based have run into delays or are receiving funds from other sources. 

It is possible to operate with fewer Ievelopment Grant funds than 
requested because many projects, primarily in Liberia and Nigeria, are moving 
more slowly than expected-and therefore require less money this year, and because 
of a reduction in normal forward funding . 

• -·:: The countries whose current program is at least $10 million less than 
the Congressional Presentation are as follows: 

I 

L ~ Congo· 
u 

42.4 47._3 29.3 

The reduction of $20 million is in Supporting Assistance funds intended 
to support the stabilization effort. Since the stabilization program has moved 
more slowly than expected, the requirement has dropped and funds previously 
committed but not spent can make up the remaining shortfall. 

2. Liberia 39.9 20.3 7.5 

r~- As a result of a_major reassessment since the Congressioijal Presenta-
~~c;:>n, it is evident that Liberia's resources for carrying out its part of existing 
and planned A.I.D. projects are less than previously thought. The new program is 
about $S much as Liberia can absorb in -FY 1964. 

------ --- --- --

Cc»JFI 1EN'PI..\L 
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3. Nigeria 91.5-121.5 

The reduction in Nigeria results from postponing projects which are 
behind schedule in their preparation and from the prospect of more financing 
than expected from other sources to fund the Niger !8m, 

~· Tunisia 20.-5 

The preparation of sound loan projects has met with delays. As a 
result, the three-year commitment ma.de in 1962 to support the country's develop­

----,,.;1ent program will have to be extended. 

5. Sudan 

ti It was originally expected that several projects, i!l_cluding the Khartoum ... 
Sudan road which President Kennedy promised to examine; would have.their 
feasibility established this year. This does not now appear likely. If it does 
prove to be the case, there will be a shortage of loan funds for Africa this year. 
(The road alone would cost about $25 million.) 

--------

CON.FIDENTILY.. 
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TOTAL 

Development Loans 

Development Grants 
(Technical Assistance) 

Supporting -.Assistance 

Contingency Fund 

Internat_i_onal Organizations 

CONFIDENTIAL 

NEAR EAST AND SOUTH ASIA 

FY 1963 
Commitments 

FY 
Congressional 
Presentation 

$ 991.7 

779.6 

$1088.9-1148.9 

58.2 

98.8 

12 .o 

43.1 

890-950.0 

62.4 

76.2 

60.3 

1964 
Current 
Program 

837.4-867.4 

698. 0-728. O 

51.0 

46.4 

42.0 

The reduced level will not force violation of our commitments to India, 
Pakistan, and Israel, but may well mean some slowdown in the pace of initiating 
development projects in the region. Of. the reduction of $192 in the_ minimum 
planning levels for development loans, perhaps half is justified by the failure 
to develop acceptable projects, particularly in Pakistan and Turkey. There is 
no question that 'the U.S. national interest would be better served by a faster 
rate of development in this area, which would require a higher level of assistance 
than is currently.available. • 

The countries whose economic assistance programs have been changed 
significantly are as follows: 

Greece 31.6 

Favorable economic developments in Greece have reduced assistance 
requirements and a program loan is no longer contemplated. 

India 402.3 458.1 

Failure of other members of the Consortium to pledge the full amount of 
assistance requested by India reduced the offer of U.S. aid by more than $60 million 
from the Congressional Presentation, because of our unwillingness to undertake a 
larger share of the total requirement. 

cmwIDENTIAL -
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'. Pakistan 186.1 234.9 188.6-208.6 

If sufficient sound projects were available for approval., $237 million 
·would be needed to fulfill our commitments to Pakistan for this year. However, .. 

\ ~here have been major· delays in the preparation of eligible projects and it now 
appears unlikely that we will be able to commit soundly more th~ $80-100 million 
for projects, in addition to a $100 million program loan. 

~ 

Turkey 131.7 

A program loan of $70 million will provide essential import financing for 
12 months, making it possible to terminate Supporting Assistance earlier than had 
been anticipated. Lack of development projects is 
expected to prevent our achieving the assistance level earlier p~anned, 

UAR 1.7 

The UAR has been informed that further loans would, depend on compliance 
with the agreement _to reduce· its forces in Yemen. Unless there are favorable 

·developnent$ on this subject, and on a stabilization program, no deve~opnent loans 
t(ill be··considered. •• 

.. '· 

.. ', 

.,·, ',•·.· 

..... , . . . . 

' - -- --------
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+arAL ECONOMIC ASSISTANCE 
\ . 

Development toans 

fuvelopment Grants 
(Technical. Assistance) 

Supporting Assistance 

Contingency F~d 

Contributions to International 
Organiiations 

CONFI fJErr.r'!:A"L 

FAR EAsr 

· FY 1963 
Commitments 

57.3 

271.0 

48.1 

0.2 

FY 1964 
Congressional Current ... 
Presentation Program 

$451.4 - 501.4 $325.6 - 335.6 

105.0 - 155.0 35.0 - 45.0 

59.4 51,0 

287.0 236.3 

3.3 

. We have reduced the minimum planning level for loans in the Far Fast by 
$70 million because of the increased likelihood that loan requirements in the 
Philippines, Thailand, and China (Taiwan) can be·financed from sources other than 
A.r..n. The termination of the A.I.D. program in Cambodia and reduction in Burma 
lower the regional needs for supporting assistance by $29 million. However, the 
supporting assistance programmed for the Far Fast has had to be reduced by $50 million 

l from the requested level and will probably have to be supplemented by use of the 
Continsency Fund. 

The·countries whose programs have been·changed significantly are as 
follows: • 

1. Burma 15.3 23.3 

An engineering survey·of the Rangoon to Mandalay Highway will not be 
completed until next summer, forcing a delay for another year in fulfilling an old 
commitment for financing this road. • 

2. Cambodia 20.0 21.0 

Termination of assistance by Prince Sihanouk is eXJ)ected not only.to reduce 
requirements.for this year to amounts already obligated, but·releases some $15 million 
of prior year obligations for other program uses. 

3'•· China.,· • 38.6 22.3 - 32.3 

_Recent improvements in China's balance of payments indicate that the 
previously planned program loan will not be need~d. 

GONFIDEN'l'I.AL 
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4. Indonesia 

Due to poli~ical developments and the failure of the stabilization 
program, no Development Loans are contemplated, although continuation of some 

, technical assistance activities and assistance to the Mobile Brigade is 
anticipated. 

i 

5. Korea 127.9 126.6 - 146.6 106.5-121~5 

Obligation of $15 million of Supporting Assistance late· in FY 1963, which 
has -not yet been released pending fulfillment of Korean stabilization goals, has 
permitted·a $15 million reduction in the Supporting Assistance program. If Korea 
proceed~ with devaluation this spring, increased Supporting Assistance may be 

···required .. 

6. Laos 38.4 33.5 

The program has been increased to meet additional air transport and other 
security needs. Further increases may be necessary. 

Philippines 3.3 28.8 I 7. 
Lack of. ·project applications now makes it appear unlikely that any 

Development Loans will be made in the Philippines this year. 

8. Thailand 27.r - 37.1 14.5 

-Thailand's improved financial condition now makes .. it appear unlikely 
that ·there will be·a need for Development Lending·by A.I.D. this year. 

fflNTIAL -
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-CON.fi'IDEN'fiAL 

LATIN At'IERICA 

FY 1964 
FY 1963 Congressional Current 

Connni tment s Presentation Program 

~otal $680.3 $913.5-1033.5 $ 69h.3-79l..3 
\ . . !/b 

Development Loans 342.8 602.0-.1~2.o 422.0-519.~ 

Development Grants 
109.o~ 93 .a/..!. 77.-j.!. (Technical Assistance) 

Supporting Assistance 22.7 17.7 19.5 

Contingency Fund 81.7 --,. 3.2 
:it' , .. 

Social Progress Trust Fund 124.1 200.0 112.3 

f.!!. Excludes $11.3, 11.2, and 10.0 million, respectively, of 00 funds 
t_, contributed to non-regional program expenses. 
·/b Total available is $483.7. 

µnlesa.key cQuntries in Latin America improve their economic and fiscal 
policies,- take required self-help measures, and-submit more sufficient ready 
projects than now seems likely, the Development Loan· funds available to La.tin 
America should be more than adequate to meet u.s.·objectives. The current prospect 
is for a substantial year-end uncommitted balance, unless technical and self-p~lp 

. standards_ are ~elaxed. 
r· 

1 
' The reduction in Development Grants involves no significant change in 

country programs. The reduction can be absorbed through a general tightening up 
of individual projects and some reduction of normal forward funding. 

The planned increase in Supporting .. Assis~e is for Bolivia, to meet 
the·deteriorating situation in the nationalized mines. It should be noted that 
SµPP0rting Assis~ance for the lbminican Republic has been eliminated because of 
the-high vorld price for sugar . 

. •. · .. _ •.• .. Tn~ pr~~_ipal changes are as follows: 

• 1. • •. Argentina 

FY 1963 
Commitments 

FY 1964 
Congressional Cu_rrent 
Presentation Program 

77,0-102.0 

The new government which has taken office has 
·not yet organized itself to use large amounts 
of economic aid effectively . 

.- CGNFifflfrlAL 

7 



3. Mexico 

--------
-----

190.0-220.0 96.0-1,26,0 

The central government has continued to pursue 
disastrous economic policies in violation of 
agreements ma.de with the U.S. last spring. • 
Our reduced.program is designed to support 
constructive elements by working through state 
governments and private enterprises and to 
fulfill our commitment to the program for the 
northeast. 

o.4 

The current _expectation is that no additional 
project financing will be required. 

- COMli'IDEN'l'lAL 

- 8 -
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MAJOR CHANGES IN FY 1961~ MILITARY ASSI811ANCE COUNTRY PROGRAM LEV&,S·. 

AREA/COUNTRY 

PROPOSED BY ron WITH ffi1ATE BURFAU COMMENTS 

($ millions) 

CONGRESSIONAL 
PRESENTATION 

OOD 
CURRENT PROGRAM 

• Italy 25.4 13.2 

Investment (13.3) 
Operating Costs (12 .1) 

Mtssiles and support for NIKE units have been deleted. 

Portug,u. • 

Invest~ent 
·Operating. Costs 

12.1 

_The program has been reduced to committed shipbuilding and training. 

(5.3) 
(7,9) 

2 .J. 

(1.5) 
(1.6) 

• . state/EXJR believes that additional FY 64 funds may be needed in relation to ·· --
base rights-negotiations.' 

. Spain. 

Investment 
Operating Costs 

28.4 

(17.4) 
(11.0) 

41.3 

(34.5) 
(6.8) 

In lµie with base rights agreements with Spain, the program has been increased 
to'ifnclud~-1 squadron of F-104G aircraft. 

Greece· 

Inve stmerit 
Operating <;osts 

103.1 77.3 

( 29 .9 )· · -
·( 47. 4) 

Subs~antial reductions have been made in trucks ·and weapons and·all light 
aircraft have been deleted. Reduction in operating costs includes smaller 

.. suppor~ tor NIKE and Honest John units. 

-SECRE'i'-

- 9 
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,-

AREA/COUNTRY 

Turkey 
I 

Investment 
Operating Costs 

CONGRESSIONAL 
PRESENTATION 

183.3 

(80.6 
(102.7) 

OOD 
- CURRENT PROGRAM 

128.2 -

Patrol craft and minesweepers have been deleted and substantial reductions· 
made in armored personnel carriers, wheeled vehicles, weapons, and electronic 
and communicat~ons equipment. 

China, Republic of 

: lnve stment 
Operating Costs 

133.8 

(42.9) 
(90.9) 

85.2 

(20.1) 
( 65 .1) 

This reduction eliminates the Navy program for increasing China's anti­
·submarine warfare capability and results in drastic reduction in replacement 
of obsolete and ineffec~ive equipment. 

state/FE.proposes reducing force maintenance by a further $5 million to help 
offset a propo~ed incre~se in T:h&iland. 

Indonesia --------------------------------------------------16~-4-
... -• ·.--

Investment. 
l:Jperating Costs 

( 10. 4) 
(6.o) (2.1) 

Thfs program is currently under review and is likely to be reduced to training 
I . 

and technical assistance. 

';Korea 

Investment 
Operating Costs 

205.1 

(52.8) 
(152.3) 

(21.8) 
(120.8) 

Trucks·, .tanks, minesweepers, and escort vessels have ,been deleted. Also, the 
desired shift of the aircraft control and warning system to a semi-automatic 

1basis fo~ use in the high performance aircraft and missiles is not provided 
for. -

. •,• 



AR~/COONTRY 

Korea (continued) 

._-SPGPWP 

CONGRESSIONAL 
PRESENTATION 

OOD. 
CURRENT PROGRAM· 

state/FE proposes reducing force maintenance by a further $7.2 million to 
help offset proposed.increases for Thailand and Laos. 

Philippines 

Investment 
. Operating Costs • 

34.4 

(19 . .0) 
(15.4) 

23,0 

(10.8) 
(12.2) 

Force •improvement-is limited to some aircraft modernization ~nd construction 
for the air control and warning system. All ships and the vehicles, weapons, 
and electronic and communications equipment for the Philippine constabulary 
have been eliminated. 

Thailand • 

L. ve stme·nt 
Operating C9 st s 

I • 

\ •.. 

39.9 

(17.3) 
(22.6) 

~~ctical aircraft and helicopters, light tanks and trucks, and minesweepers 
r-. , an<;I :Landing craft, all have been deleted. 

I 

•Tiiis represents a transition from emphasis on external defense to concentration 
• on internal security and civic action. state is concerned with the speed with 
'which thi~ transition is being made, and urges an~additional $10 million to 
· ··restore some of the deleted equipment . 

Vietnam-~ 

r Inve stmen:t 
Operating Costs 

159.1 

(55.7) 
(103.4) 

173.1 

0 (17.1) 
(156.0) 

This-'increase.in program level is required in order to meet operational ·require­
.ments. state and OOD agree that an additional $20 million may be needed. 

Infrastructure 

·Investment 

77.0 

(77.0) 

50.0 

(50.0) 

Decrea·se· · is based on revise¢1 estimates of construction schedules, however, 
6 standing commitments may require· a larger amount. ______ _ 

\ ' : . . . - ··--·-

' ': 

- 11 -
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FY 1964 FC1BE.~GN ASSISTA.~CE PJNTI AVAJLAILLITIES 
( millions f dollars) 

C:u~r2nt Estirnat~ ·----------Congressional Presentation NOA Ut:.ubliga.ted Re:coveried & 
NOA Program 

De· .. -·:: lopment Loans 106o.o 116o.2 
Dev2lopment Grants 257.0 272.7 
Alliance for Progress 

- Loans 550.0 6o2.1 
- Grants lOOo0 105.0 

Sufporting Assistance 43500 445.1 
CIO 136.0 136.0 
Contingency 'Fund 300.0 300.0 
ASHA 26.3 2q.3 
Surveys 1.0 
Administrative - AID 57.3 57.3 

- State ~-0 3.0 

Total AID 2924.6 31o8.7 

SP!'F 200.0 200.0 

i-~.P 14o5.0 1555.0 

Total Fcreign Assistance 4529.6 4863.7 

Uncommitted balance of the SPTF ob igate to th 

NOTE: May not add due to rounding 

, . 

68703 
155.0 

375.0 
8o.o 

330.0 
116.0 
50.0 
19.0 

50.0 
2.7 

1865.0 

135.0 I 

1000.0 

3000.0 

IDB/SPrF in FY 1962 

Carryover 

96.2 
47.3 

9'2.0 
4.3 
6.o 
0.3 

127.0 
0.1 
1.1 
2.0 

25.8 

439.4 

Reini ta. 

25.8 
23.9 

16.7 
3.0 

24.6 

2.4 

0.1 
o.a 

97.3 

147.3 

244.6 

/)I l)t. V 8 

Total 
Available 

483.7 
87.3 

36o.6 
l16.3 
179.4 
19.1 

1.2 
52.8 
2.7 

1173.1 
3684.o 

/,,. 

Ft 196_3.. ; .. ·_;·.·. 
Co:mrni tmeilts • • 

945.:~> •. ,-.... .-:·,· · 
234.2:·~:· .·:·;·,,.-·. 

342 .. :( ~: · ·':,': \ ~ 
120.·.3 •. : : • •' 

43L2. ·: ._ .... 
148·.-7_ 
149~2: • 

2~8 .. 
o.4 _ .· 

54~.4-· ...... - • -
.2-:a.· .• ·.<-·:, :.-:_ .. ··:·· 

'- .: . ~ •• ' .. 

2431~£ J • :'_? 
124.~i· ·: : _·.·.:· ~-~:~: , .. _· \.: 

15'98.'6 ... ,..,<;.· .·;>->·:·· 

·. )" ..... 

..... 

, ·--~ ____ ., ____ ,. .. - ---- ·~ -··=-------···-· -·-· -------
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FY 1964 FOREIGN ASSISTANCE REQUEST TO CONGRESS COMPARED TO CURRENT PROORAMS 2.. 
(. ' 

Summary Table 
(in millions of dollars) 

Develo:E!!!ent Loans Development Grants SUEEorting Assistance CIO and Other Total Ee onomic Militari Assistance 
DOD 

Current Current Current Current Current Current 
Request Erogram Request Program Reg,uest Program Request Progr~ Request Program Request Pro6!am 

Europe \ 231.7 168.6 l -

165.0-
I 

104.5 ) 78.0 64.o . 47.8 338.5- 24.4 Africa 
8
i76.o 5.0 7.5 209.3 17.9 . 

239.7 6.o 413.2 219.3 "'." 

\ ,,.-

Near East-So. Asia 890.0- 698.0- 62.4 51.0 76.2 46.4 60.3 42.0 10<Sa.9- 837.4- 442.5 349.1 
950.0 728.0 1148.9 867.4 

-----Far Ea.st 105.0- 35.0- 59.4 51.0 287.0 236.3 451.4- 322.3- 714.8 49().6 
155.0 45.0 501.4 332.3 

602.0- 422.0- 93.8~ 77◄·'1►.~ - 172.3 691.1 Latin America ~-l1-1~ .• 19.5 200.0 
16§~:~- 771;.2 63.0 

722.0 519.0 788.1 -
Non-Regional 0.3 0.3 • 57.5 51.0 0.2 0.3 • 70.8 66.8 128.8 118.4 14.2 49.8 

Contingency Fund 300.0 179.5 300.0 179.5 

Amer. Schools & Hosp. 26.3 19.1 26.3 19.1 

Investment Surveys 1.0 1.2 1.0 1.2 

Administrative AID 57.3 52.8 57.3 52.8 25.0 24.o 
State 3.0 2·~·1 3.0 2-.7 

Credit Sales 25.0 10.0 
Total Programmed 1''(62.3 1231.3 377.7 368.3 445.1 350.2 723.6 543-9- 3368.7 2433.8 1554.9 1173.1 
Un:programmed 0.l 5.2 10.4 1~ 

.Total 176:2.3 1231~4 377.·t- 313.5 445.l 36c.6 723.6 543.9 3368.7 2°449.5. 1554.9 1173.1 

y Does not inciude $ll.2 million used for Non-Regional D.G.; total A.G. :prog-rsm $101.0 million. 
•il-.f Do~i; .,i.1.ot include $10 n-~Jllion used for Non.,,.Regional D.G.; total A.G. program $87. 3 million. 

\ Note: May not add due·to ro1.mding 
. ' PC/EPD 1/4/64 ~ 

I 

.\_J- . ·- .. - .-.~ .. 
·; -

. . - .... - - .-- - - .. 



FY 1264 roREIGN ASSISTA.WCE REQUEST TO CONGRESS COMP.ABED TO CURRENT PROGR~ - AFRICA 
{ L11· millions of dollars) 

\ 

DeveloJ2!!!ent Loans Development Grants 
Current Current 

Request Progtam Reguest Program 

.AFRICA-EUROP.E - TOT.AL 165.0-232.7 76.0-86.o!!.i 104.5 78$&!/ 

. Algeria . 2.5 1.·3 
Conso (~opoldville 2.3 1.8 
Ethiopia 2.5 0.5 5.7 5.9 

Ghana 2.5 1.5 
Guinea 3.0-6.0 1.7 2.9 3.2 
Kenya 2.0 3.1 1.9 

Liberia 9.0 0.3 11.3 7.2 
Libya -1.5 o.a 
Mali 0.6-1.3 1.5 1.2 1.2 

Morocco 5.0-12.0 5.2 1.2 1.1 
Nig~ria 70.0-100.0 42.4 21.5 13.9 
Rhodesia and Nyasland 0-1.8 3.8 3.0· 

Sierra Leona o-4.5 2.3 1.6 
Somali Republic 4.o 4.5 3.3 
Sudan 30.0-35.0 5-25.0 4.9 4.o 

Tanganyilta 2.8 4.6 3.0 2.0 
/,) 

Tunisia 25.o-4o.o 18.4 3.9 2.1 
Uganda 1.1-2.9 0.5 2.9 2.2 
Zanzib&J' o.4 0.5 

- CCTA . 1.5 1.2 
Regional Projects 9.8 6.o 
Other 3.6 

y_Country figures include $108. 3 million applications under review. '" . 
ycountry totals add t0 $1. 8 million mDre than r-~gion due to overprogramm:i.ng cf DG. 
E/~ss than $50,000. _ . 
NOTE: May not add due to rounding. 
PC/EPD 1/4/64 --SBCl<E~ 

Suu~rting Assistance 
Current 

Re9.uest Program 

64.o 4708 

o.4 
4o.o 20.0 

5.0 7.5 

9.0 4.8 

10.0 15.0 

3. 

Milita;;x Assistance 
DOD Current 

Reg,uest Program 

24.4 17-2 

6.o 3.5 
8.8 8.5 

0.1 0.1 

2.0 o.6 
2.2 2.2 
0.7 0.3 

2.9 1.8 
0.3 0.3 

0.5 
I::. IE. 

0.5 0.5 



I Bft:'P'n' ,.._ 
\ 

\ 

A!PJ.CA { continued l 3a,. 

Development ImiE..L De,relopment G~an~s • puJ2J2£rti!!S Assistanc~ mlita~ Assistance 
Current Current Current DOD Current 

Request Program Request P.rog~ Request Proeam Request Program 

AFRICAN & MALAGASY UNION 
STATES, & BURUNDI & TqGO. -- . 

8.2 12.2 10.5 O~l o.4 0.1 TOTAL 10.0-15.9 • 

Burundi 0.7 ~ \ Cameroon 0-3.5 f- 1.5 1.3 - .. 
Central· African Republic o.6 o.6 -
Chad 0.5 o.6 • 
Congo (Brazzaville) 2.0 o.6 ; 0.3 • -
Dahomey. 0-0.7 1.0 o.6, 

Gabon 0-3.0 0.5 1.0 : -
Ivory Coast 0-4.3 5.0 2.4· o.8 
Malagasy Republic 0.5 0~7 

Mauritania 0-0.7 0.2 . 0.1 0.1 
Niger_ 0-1.0 1.0 0.7 
Rwanda 0.7 

Senegal. 0-1.2 f.2 1.2 1.3 o.4 0.1 
Togo o.8 0.7 
Up:per Volta 0-1.5 

\ 
1.2 o.4 

'\ 



.. 

----

I 
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FY lo64 FOREIGN ASSI.STANCE REQUEST TO CONGRESS COMPARED TO CURRENT PROGRAMS j NEAR EAST AND SOUTH ASI/¼ 
in millions of dollars 

DeveloJ?IJ!:nt Loans 
Current 
Program 

Developnent Gran~ 
Current· 

su}iix:>:r.ting Assistance 
Current 

Request 1 Request P..t"Ogram Request Program 
I 

NEAR EAST- SOUTH ASIA - TOTAL 8 

Af~stan 
Ceylon· 
Cyprus 

Greece 
India -
Iran 

Iraq 
Israel 
Jordan 

Iebanon 
Nepal 
Pakistan 

Saudi Arabia 
Syria 
~key 

UAR·- . 

15.0-20.0 

25.0 
450.0 
25.0-~.01 

I 

I 
20.0 \ 

255.'o 

-·. \ 
·-. \ 

95 .0-125 .o 1
, 

10.0. 

3.0 

7.0 
350.0-380.0 
10.0 _· 

20.0 - ·-

1.0 
180.0-200.0 

-
100.0-120.0 

--

62. 1.c{:i 
·.14.9 12.5 

o.8 
1.0 0.9 

8.1 7.2 
4.1 3.3 

1.0 o.8 
--

7.5 7.9 

-
4.5 3.9 
9.9 8.6 

o.6 0,3 
4.7 4.3 

2.-2 1-.7. 

6.2 

I 
\: 
I ,.. 

\ 
·-i 

--

-Yemen 6.o· 
o.4 0.5 CElffl> • \ 1.2 

• I 

Regional Projects \ 2. 7 2.2 
Other 20.0 \ 
less MAP assets applied -- \ 

'aJ Country totals add to $3.l mil.lim.1 more tha.."1 regio~al t!')tals due ~ o-ver.f}l"O~ of DG. 
• . • • ... ) -· ~ - • • - ? 

NOTE: May not add due to roU!lding. _____ .... ,;;;~ · 

PC/EPD 1/4/64 -SEC!t!l 
, \ . 

---

34.o 

·-

. 6.o 

,. 

Military Assistance 
\ DOD Current 

Request Program 

~- •• ~ .1 

0.1 

l 3.1 
. o.o 
54.4 
I 

0.1 

0.2 

77.3 
50.0 
53.2 

0.1 



\ 

\ 
\ 

• \ 

I 
I 

FAR EAST - 'IDT.AL 
-
Burma 
Cambodia 
China 

Indonesia 
Japan 
Korea 
-Laos- - - -···· · 

Fhilippinea 
Thailand 

Vietnam 
Regional Projects 
APO 

SEA'ID . .·- .. -·. 
.• Asi_an __ ''R~§·erveJ' ·-- •· • 4 

•• 

Less MAP assets applied 

FY 1964 RlREIGN ASSISTANCE ~t1EST TO. CONGRESS C:OMPARIEI> TO CfuRRENT FROGRAM3 - FAR EAST 
(in milliot;is of dollars)_ 

Development Loans 
Curren~ 

Request Program 

•• 105 .0-155 .o 35 .. o-45 .o 

20.0-30.0 

10.0~20.o 

4o.o-6o.o 35.0-50.0 

25.0 
10.0-20.0 o-8.o 

../ 

Developm;nt -.Gi-9:sints, 
Cur.rent 

Request Program 

59.4 51.rJY 

0.6 1.4 
8.3 3.0 
2.3 2.3 

15;0 

6.6 

6.o 
3.8 
7.4 

6.8 
2.2 
0.2 
, . -
0.2 

12.;7 

5.3 

8.4 
3.1 a.o 
6.o 
2.4 
0.2 

Support:fng .Assistance· 

22.7 
12.7 

4.4 

80.o 

27.5 

9.7 

130.0 

Current 
Program 

4.3 
2.0 

1'-.4 

66.2 

28.4 

6.o 

125.0 

I 

!,/ Country totals add to $1.8 million more than regional total due to overprogramming of oo· 

PC/EPD:1/~/fA 

NOTE: ~ not add due to rounding • 

-

i 

5. 

Military Aaeistance 
DOD current 

Request Prog£am . - - ~ 

ri4:a 490:~ 
8.o '2.2 
9.2 o.4 ·, 

133.8 85.2 

16.4 
) 

2.1' 
20.3 u.6 

205.1 142.6 

10.0 15.7 
34.4" 23.0 
67.4 39.9 

159~1 173.1_ 
48.8 41.0 

, ... ~~ . " 
--~ ··- -i' 

···43:0 ---·~ .;;: 2 
-40.7 -46.2 
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FY 1964 FOREIGN ASSISTA11"CE RE<.JOEST TO CONGRESS--CfoMPARED TO CUR.BENT P0RGRA..M - LATIN AMERICA 

\ ,. 
-~ 

LATIN AMERICA TOTAL 

-Argentina 
British Guiana 
Bolivia 
Brazil 
Chile • 
Colanbia 
Costa Rica _ 
Dominican Re:pbblic 
Ecuador 
El Salvador 
Guatemala 

(in millions of dollars) 
\ I 

I 

- Alliance for Progress Loans Allian~e for Progress G:rant~ 
Current Current 

Request, Progr~ Request Program 

602.0-72200 422.0-519.0 '~-105.0 
I-·--· 

87.'§J 

70.0-ioo.o I 10.0- 15.0 I 2.0 1.5 ! 

1.5 0.5 
30.0- 4o.o 25.0- 4o.o 5.5 5.5 

170.0-200.0 80.0-110.0 20.0 16.0 
60.0 60.0- 70.0 2.5 3.2 

100.0 80.0-100.0 5.0 3.5 
121 8.o- 10.0 2.0 ,l.8 
~ 2.5 1.5 

10.0- 15.0 22.0 4.8 4.o 
10.0 9.0 2.0 2.0 

121 10.0- 15.0 4.5 3.2 

SupEortin~ Assistance 
Curent 

Request Program 

17.7 • 19.5 

7.0 13.0· 

4.o 

-

. I 

I 
• \ 

\ 

Haiti 
Honduras 

~ 1.7 _- 1. 5- ..... -------

~amica 
Mexico 
·Nicaragua 
Panama 
Paraguay 
Peru 
Trinidad-Tobago 
U~uguay 
Venezuela 
Regional Projects 
ROCAP 
Other 

60.0 

10.0- 17.0 

30.0- 4o.o 

20.0- 40-.o 
32.0- 4o.o 

2.7 
22.0 
8;o -

15.0 
2.-3 

4o.o 

6.o 

22.0 

2.5 1.5 
0.7 o.6 
0.3 0.5 
2.0 2.7 
1.8 1.9 
3.1 2.5 
5.0 4.o-
0.7 0.5 
1.5 1.3 
1.7 1.6 

13.7 14.3 
8.5 4.4 

Non-Regional \11.2 10.0. 

"'..t ...... -

5.0 

~ Availability estimated. at $483" 7 million. p} Included ~de:r· Other: A:pplications t~ be considered. 
"ij Country figuxes add to $1.2 million more than regional total due to over:programming. 
*Less than $50,Q9(). • , \ . 
NOTE: May not a~d due to round:L.,g. ' 

-PC /EPD: 1/4/64 
\ 

\ 
i 

.;. 

5.0 

~ 

\ 

Military AssistancJ 
• DOD Current 

Request Progr~ 

77.2 63.0 I 
I: 

2.4 6.3 I 

;.8 . \ 3.9 
14.1- -

ll. 4 'I __ 8.5 7.5 
10.7 . 7.9 
_0.9 0.7 
3.9 0.1 \ 
5.3 3.9 l 
l.6 1.4 
2.3 1.7 
1.4· 
1.3 0~1 

* o.4 0.5 
l.8 \ 1.4 
0.5· ~ 0.5 
2.2 2.0 

10.0 9.1 

3.8 2.4 
1.8 1.9 
0.5 0.7 
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FY 1964 FOREI&1V ASSISTANCE filBUEST 'ID CONGRESS COMPARED TO CfJRRENT 

EUROPE - TOTAL 

Austria 
Belgium 
Denmark 

Finland 
France 
Germany 

Italy • - • 
Luxembourg 
Netherlands 

Norway 
Portugal 
Spain 

United Kingdom 

' . \. 

Mutual Weapons Development 
In:frastructure 
Weapons Production 

Europe·Area 
NATO Hq. and Agencies 
Less MAP Assets Applied 

PC /MAD: 1/4 /64 

I 

' \ • 

EconQIIP.c-~"',Assistance 
G"\lrrent 

Request \:gram 

I: 
I 

L. 

*Less than $50,000,.~ _ 
NOTE: ~. not s,.d.d due to rounding,_ ·::f 

~~ .1 

..,J 

Military Assistance 
OOD Current 

Request 

231.7 

.. 5 
3.1 

21.1 

* 
.8 
. 2 

25.4 
* 2.9 

31.8 
12.1 
28.4 

.1 
1.5 

77.0 
15.4 

3.7 
12.5 
-4.8 

SFCBE 

Program 

168.6 

* 
··6-... 

.3 

13.2--~-.: 
* 2.2 

37.3 
2.1 

41.3 

.1 --.7 -
50.0 
11.1 

2.0 
13.9 

-28.7 

-

PROGRAM - EUROPE 
7. 

/ 



.. t 

-1.0. 123S6, Sec. 3.4 
NfJ I 93- 3 ;) I 

, 4?,2 , NARA, Date J-l--9 t/ 
Outline of possible points for Ball Committee Report 

to the President 

The Committee believes it is essential to U0 S. national interests to 

provide economic and military assistance to many (but not all) underdevelope~ 

countries, the assistance in each case being tailored carefully to the specific 

interests of the U.S. in each recipient country, to the willingness of that 

country to undertake self-help measures, and to the availability of aid 

from other donors. The problem confronting the President is to obtain 

legislative authorization and appropriations for such a program in the face 

of widespread Congressional concern that the foreign aid program is too big 

and in many cases only loosely related to U.S. interests; that the program 

is scattered too widely and is not concentrated and selective enough; that 

the AID s·:aff is to,o 12.rge and not of high enough quality; that not enough 

use is rr:s.de of American private resources - and so on. 

A good deal of the Congressional concern over foreign aid cannot be 

satisi'ied because it is actually crnicism --:}f U.S. foreign policy. Th.e C omm.ittee 

believes however that C ongression~~ conc0rn will be met to the m,uimum 

feasible e· . .:tent if the President presents a foreign aid program which is 

de:-::ons·~r-aoly limited in size and purpose, based on a ~1ard-headed examination 

of -~=--S. interests in each aided country, and administered on a lean and 

frug·al basis. To this end, we have the following suggestions: 

co 
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1. Tighter Program. The President has already taken the most 

important step he can take to establish with the Congress his intention to have 

a tighter foreign aid program, namely, to propose to Congress a minimum 

request for funds. The 1965 budget proposal for foreign aid is more than a 

billion dollars less than the 1964 request. We suggest that the President 

describe this !65 request as a· hard-headed j:udgment of what is likely to be 

needed in the national interest, and state that if additional funds are required 

he will ask for a supplemental. 

Other steps recomm·ended to demonstrate the President's intention 

to tighten the program: 

- emphasize his intention to apply hard criteria of U.S. interests 

with respect to each country, and to insist on self-help by recipient nations 

and on a limited U.S. contribution in each case; 

- announce that while the program has been concentrated very heavily 

already (80% of economic aid going to 20 countries, 80% military aid going to 

ten countries). the program will be concentrated even further. · Proposed specific 

actions to L11is end: 

. announce dates for winding up programs and missions in "success 

story" countries (Greece, Israel., Taiwan, etc.); 

. announce the elimination of AID programs in at least te~ (?) 

"small program countries'', allow~g U.S. interests ther.e to be carried by the 

Peace Corps, PL 480, Fulbright-Hays activities, etc.; 

. announce the elimination or maj'or reduction in the size and 

status of AID missions in at least ten ( ?) more "small program countries", 

1TD N COPY 
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allowing economic aid activities to be handled by regional offices and/ or 

temporary visitors as necessary. 

2. Greater use of private resources. We recommend the following 

steps in this connection: 

Request from Congr2ss a 30% investment tax credit for private 

U.S. business investment in under-develoi!cd countries; 

- Ma.ke maxin.1.um 11s2 (in p·:.1blicity and in substance) of the 

Advisory Committee on Private E~1:cerprise in Foreign Aid which is required 

to be established under the Javits Amendment; 

Announce major move tov,ard greater use of private contractors 

such as universities, farm and labor organizations, cooperatives, other 

Federal Agencies (Agriculture, HETvV, etc.) -- for carrying out technical 

cooperation projects. 

3. Use of multilateral institutions and other means of increasing 

aid from other advanced countries. The Committee is in agreement that the 

U.S. should stand ready to join with ether advanc2d ~ountries to augment the 

1~es ources of international financial agencies, notably the International 

Development Association, on an appropriate cost-sharing basis. If U.S. funds 

are channeled through such institutions, the bilateral U.S. program can be 

correspondingly reduced. At the present time, however,. there is no substantial 

prospect of other countries supporting a major move in this direction, and we 

believe therefore the President sho·.::d limit his public statem,~nts to a 

reaffirmation of the U.S. position. 

OPY 
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We recommend that, without public announcement., the President under­

take a personal initiative to persuade other advanced countries to provide 

greater economic assistance and on more reasonable terms. Without personal 

Presidential interest, we would expect no step-up in the recent slow rate of 

progress by other countries in this direction. We recommend no public 

announcement_ at present of this initiative, because we think such announcement 

would be counter-productive. 

4. Greater efficienc·y. We recommend several steps in this direction: 

- announce the objective, already" agreed between AID and the Budget 

Bureau of reducing the number of AID employees from 7., 000 U.S. citizens on 

June 30, 1964 to 6., 600 on June 30, 1965, with corresponding reductio!ls in the 

employment of foreign nationals. (According to ·the Budget Bureau this is the 

second largest percentage reduction proposed in the '65 budget); 

- continue vigorous use of the existing selection-out authority for 

AID's overseas employees and request from Congress selection-out authority 

for Washington (Civil Service) employees. 

- announce intention to establish outside review committees, of the 

type recommended by Senator Cooper, to visit several of the major countries 

receiving aid. (The President might wish to propose to Congress privately that 

the relevant Congressional Committees /particularly _the authorizing committees/ 

arrange for more of their members to visit major AID receiving countries more 

frequently; 

- eliminate the "50 poorest" technical cooperation programs by 

January 196 5. 

T . · COPY 
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5. Organizational changes 

- Announce that Mr. Mann is being given full authority to approve 

·development loans and grants in Latin America, and will be able to draw on AID 

for common services (procurement and contracting policy, PL 480 coordination, 

acqounting and auditing services, etc.). 

- vyith respect to the rest of the worid, alternative possibilities, 

in pecreasing order of merit, are: 

(1) retain a reduced AID Agency to operate the smaller, tighter • 

program, outlined above; 

·(2) to retain AID geographic bu1"eaus,(und.er Assistant Administrators 

ranking as Assistant Secretaries); make AID Administrator also Under Secretary 

for Economic Affairs, with E repor·u:fig to him, as ·well as AID Bureaus; merge 

administrative and staff offices with State to the extent convenient; 

(3) split AID into a capital funding agency (DL plus SA) and a 

technical assistance agency, with coordinating and staff functions in the Office of 

the Under Secretary of State for Economic Affairs. 

6. Legislative changes 

- Propose to Congress the handling of military assistance via military 

affairs committee channels (this is already being checked out op the Hill); 

- Propose to. Congress an authorizing- bill excluding Alliance for 

Progress and Development Lending funds (since these are already authorized for 

FY '65). This \"\O uld limit the authorization bill to 0917 million. Note, however, that 

the President would have to make clear that he was asking fo1" a total program of 

$2. 4 billion. 
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7. Pub Le Support . Establish a new Council for International Economic 

Cooperation to act as non-profit sponsor of publicity and information activities, 

conferences, and other activities intended to strengthen public support for 

economic assistance. 

The Committee wishes to emphasize most strongly that none of the 

potential changes-in program and organization can be ef:f~ctive without a major 

national educational effort in support of foreign aid., strongly led by the President 

personally and backed with every resource by State Department., the Defense 

Department and the AID P.gency. 

COPY 



DEPARTMENT OF STATE 

AGENCY FOR INTERNATIONAL DEVELOPMENT 
OFFICE OF THE ADMINISTRATOR 

January 2., 1964 

MEMORANDUM FOR: 

The Honorable Dean Rusk 
The Honorable George W. Ball 
The Honorable McGeorge Bundy 
The Honorable William Bundy 
The Honorable Kermit Gordon 
The Honorable W. Averell Harriman 
The Honorable Ralph Dungan 
The Honorable Frederick G. Dutton 

Mr. Bell asked that you be given 
a copy of the attached memorandum. 

Executive Secretariat 
Agency for International Development 

Attachment: Memorandum dated December JO, 1963 
Subject: "Inclusion of Military 
Assistance in Foreign Aid Bill -­
Conversation with Boyd Crawford, 
Chief, Clerk, House Foreign Affairs 
Committee" 
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December 30., 1963 

MEMORANDUM FOR: Mr. Bell 

Subject: Inclusion of Military Assistance in Foreign Aid Bill 
-- Conversation with Boyd Crawford., Chief Clerk., 
House Foreign Affairs Committee 

I called Mr. Crawford this morning at your suggestion to inquire 
concerning the background for Dr. Morgan's letter responding to the 
proposal to separate economic aid and military aid in the authorization 
act. 

Mr. Crawford said that this letter had as background the continuing 
struggle between Senator Fulbright and the House Foreign Affairs 
Committee over a number of years on this issue. Senator Fulbright., 
with the support of the Defense Department and the liberals in the 
Senate Committee., had attempted on two previous occasions to separate 
these two items. 

The House Foreign Affairs Committee and the House Appropriations 
Committee were both strongly opposed. They felt it would weaken the 
Membe ... s of the House support of economic aid. Dr. Morgan personally 
felt he could not support appropriations for foreign development unless 
they were clearly related to the defense of the United States or the Allies 
of the United States. Inclusion of the economic items in the bill., including 
a substantial amount for military assistance., made it possible for many 
Members of the House to vote for the bill who would otherwise find it 
necessary to vote against a separate economic aid bill. The separation of 
the two items would result in a resounding majority for the military 
assistance bill and a resounding defeat for the economic aid bill. The best 
that the Foreign Affairs Committee could do under these circumstances 
would b.e to report out a small Technical Assistance bill without funds for 

· development. Mr. Crawford said he realized this was not what we wanted., 
but that we had to realize that this issue had aroused strong emotions 
in the .Foreign Affairs Committee and in the House generally and the 
idea should be dropped unless we were prepared to forego economic aid. 

Mr. Crawford had been in touch with Mr. Sprankle., Chief Clerk 
of the Appropriations Committee., who had info~med him that the reason 
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Mr. Cannon had not commented negatively on the proposal was that 
he had taken the incoming letter with him •· Missouri and had no 
facilities there for preparing a reply. 

I inquired as to Dr. Morgan's whereabouts. Mr. Crawford told 
me he was in Fredericksburg, Pennsylvania, telephone 73388, but 
suggested that as the Chairman had a bad cold and would be returning 
to Washington on Monday, January 6, that any call on him should 
be deferred until that time. 

I suggest that your reply to Dr. Morgan's letter be deferred 
until you have an opportunity to talk to hin.1. personally on Monday. 

I am attaching additional copies of this memorandum for such 
distribution as you may wish to make. 

CC: PC 

Attachments 

WOH/eth 

~I 
William O. Hall 

AA/A 
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OUTGOING ·llLEGD.M Dtepartme,qt of State 
INDICATE, □ c~ • ' · 
C CHAICII TO COHFIDEN!l'l.Al. 

w 
Orlela 

ss 
ACTION: 

MEXICO CITY 1111 

/~~;--EYES ONLY AMBASSADOR MANN 
.~/_,,,,.,.-

Ref DEPTEL 1105 

Memorandum vhich: sho~ld have been quoted in reftel 

as follows: 

QUOTE MEMORANDUM FOR 

The Honorable George W. Ball 
Acting Secr~tary of State· 

The Honorable David E. Bell, Administrator, 
Agency for Internat~onal Developmen~. 

The Honorable Kermit Gordon 
Director, Bureau of the Budget 

The Honorable John C. Bullitt 

00 

,,..,,. 

Assistant Secretary of Treasury for International Affairs 

The Honorable William P. Bundy 
Assistant Secretary of Defe~se ISA 

This confirms the President~s direction of December 16· 

regarding the establishment of an Exe·cutive Branch Comnit~ee to 

.examine the foreign assistance program. 

Drafted Ir,, ,....,.... ......... ••411 

S/S:GH.illiker:jmj 12/20 j.3,,,..,_ -,,ov-4 ir,,. 

Clearances, 

P'ORM DS-322 ... , 

GOHPIDINTU.. 

S/S - Mr .. Hilliker ~ 

-RIPRODUCTION. FROM·-THIS 
COPY IS PROHIBITED . 

• UNLISS "UNCLASSIFIED" .. 



Page 2 of telegram to EYES ONLY FOR AMBASSADOR MANN MEXICO CITY 

OONFIDBNTIAI. -, 

The addressees, under the Qiairmanship of the Acting Secretary 

of State, are to develop recommendations for the President by 

January 15 on ways and means of strengthening the foreign assistance 

program within the framework of the principles on which the program 

is currently based. The President is interested in getting the job 
/ 

done more effectively without reducing the benefits or blunting 

:i.t s t) urpo se s . 

This reexamination should include, bu'°ot be confined to, 

organizational changes an~specifically should include reconmendations 

with re~ard to organization of the Alliance ,for Progress. 

END QUOTE 

RUSK 



UTGOING TELEGRAM Department of State 
N>~~•,o□ «Ji.ueT ~ , GOHP!BBlff'.ML . 

w 
0rltla 

ss 
ACTION: 

,----

~-.,,,,,.,,-

-
Ame~_ssy 

~-' _;,'..,.· 
MEXICO CITY 1111 
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Ref DEPTEL 1105 

9 16 AM '61 lkc.20 
002 

Memorandum which should have been quoted in reftel 

as follows: 

QUOTE MEMORANDUM FOR 

The Honorable George W. Ball 
Acting Secretary of State· 

The Honorable David E. Bell, Administrator, 
Agency for International Development 

The Honorable Kermit Gordon 
Director, Bureau of the_Budget 

The Honorable John C. Bullitt 

,I.. 

• 'I 

't 
\, 

Assistant Secretary of Treasu~y for International Affairs· 

The Honorable William P. Bundy 
Assistant Secretary of Defense ISA 

This confi~s ~he President's direction of December 16 
• f :., • • • 

regarding the e'stablishment of an Exe·cutive Branch Colllllittee to 
,.. . ' 

examine the foreign assistance program . 

. ,, 

Drafted 11,y, ,....,... ........... , 

S/S:GH.illiker:jmj 12/20 '••• .. ,,..,.u.,, • ' S/S - Mr .. Hilliker 
Clnrancas, 

P'ORM DS-322 ... , ·---.. 
'• 

-COhlllbllttlAC-, 

',f •• 

t·. 

-REPRODUCTION FROM THIS 
COPY IS PROHIBITED . 
UNLESS "UNCLASSIFIED". 



Page 2 of telegram to EXES QNLY FOR .AMBASSADOR MANN MEXICO CITY 

c:QRPIBBN'l'IM:a 

The addressees, under the Qiairmanship of the Acting Secretary 

of State, are to-develop recommendations for the President by 

,-·: ~anuary 15 on ways and means of strengthening the foreign assistance 

program within the framework ~f the principles on which the program 

is currently based. The P~esidentis interested in getting the job 

done more effectively without reducing the benefits or blunting 

its purposes. 

This reexamination should include, bufnot be confined to, 

organizational changes and specifically should include reconmendations 

with regard to organization of the Alliance \,for Progress. 

END QUOTE 

RUSK 
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Ralph Dungan requested text following 

December 17 memorandum addressed to Presidentially~ 

named coumittee be sent you: 

QUOTE 

(Text of memorandum~ with titles and 

names of addresse.s) 

END QUOTE 

Dungan states President wishes you participate 

fully in committee work regarding Alliance for 

Progresso 

Your group here developing analysis and 

alternatives handling Alianza for your consideration 

upon return Washingtono 

;,, -1-J '-I BALL 

_I Telegraphic transmission and 

O~RBarrett ~bd 12=1~=Ai3r.cation approved by, William Jo Crockett 
___ ,. 

White House=Mro Dungan S/S=Mro Baldwin 

COHP11'!MftA.i. = 
REPRODUCTION FROM THIS COPY IS 
PROHIBITED UNLESS "OFFICIAL USE 
ONLY" OR "UNCLASSIFIED" 
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ACTION: AMEMBASSY MEXICO CITY 1105 
EYES ONLY 

FOR AMBASSADOR MANN 

DEC 19 \J 14 PM '63 

02 

Ralph Dungan requested text following 

December 17 memorandum addressed to Presidentially= 

named committee be sent you~ 

QUOTE 

(Text of memorandum~ with titles and 

names of addresses) 

END QUOTE 

Dungan states President wishes you participate 

fully in committee work regarding Alliance for 

Progresso 

Your group here developing analysis and 

alternatives handling Alianza for your consideration 

upon return Washingtono 

BALL 

_j Telegraphic transmission 11nd 

0 ~ RBa rr et t ~ b d 12 = 1 YI= ii3r.c11tion 11pproved by, William Jo Crockett 

White House=Mro Dungan S/S=Mro Baldwin 
REPRODUCTION FROM THIS COPY IS 

- 60tff71DEN11AL PROHIBITED UNLESS "OFFICIAL USE 
ONLY" OR "UNCLASSIFIED" 
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December 19, 1963 

Dear Senator Mansfiel : 

I strongly urge that the Senate reject the amendment attached 
to the foreign aid appr p • :.ation bill which would prevent any 
use of the facilities of t(.! E., port- Iinport Bank in connection 
with all trade with Co1nmnnist countries. 

The Senate has twice bef e refused to accept this proposal, 
and it is even less justi.fi cl now than before. In one of the last 
letters of his life, Presid ~nt K .... nnedy polll:ted out plainly hat 
the Export-Import Ba11k has a record of judgment which fully 
justifies confidence in its ability to use its powers wisely, with 
a net gain to the taxpayer; that the Bank exists precisely for the 
purpose of assisting Ar 1c .. ·ico.n traders in their legitimate com-
mercial interests; and t the proposed restriction would 
jeopardize not only the p ,siblc sale of wheat to the Soviet 
Union but sales of other important commodities., like tobacco, 
corn and cotton, to a numDer of Communist countries. 

The present amendmen": i:-; doubly objectionable in that it aims 
to insert a major shift of pol· cy, already twice rejected by the 
Senate, into an appropri tion bill. 

I can assure the Senate, which knows me well, that this 
Administration proposes .o protect the interest of the United 
States in all matters af.· :cdng trade with Communist countries. 
We will support such tra <:: only where, it is clearly in our 
interest to do so. In ~ 'J judgment sales of wheat and other 
fa1·m commodities, on r 'asonable terms, are now ·plainly in 
the national interest of t 1·~ United States -- good for our farmers 

• and exporters., good for ur shipping and railroad industry, 
good for our balance of p 1rments, and good for the country. It 
makes no sens·e to jeopardize these possible gains by this legis­
lative rider. 

·The Honorable Mike Mansfield 

United States Senate 

.1.... 

e., -USS£-~~ 
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SECRET December 17, 1963 

MAC -

Here's the President's statement on signing 
aid bill, in case you haven't seen it. Note that 
it omits any mention of Gruening Amendmento 

/

Dungan tells me O'Brien urged taking this out and 
President concurred--apparently idea was LBJ 
could deal with this is sue when it arose. However, 
I didn't get any clear sense from Ralph that LBJ 
was fully aware of implications here. 

ote also that LBJ apparently comes down on 
Dav 's side in opposing "reorganization for re­
organi ation's sake" of aid program. 

-SECRET~ 



IMMEDIATE RELEA~ DECEMBER 16, 1963 

, Off_ __ of the White House Press Sec ary 4~~ 

-------------------------------------~· 
THE WHITE HOUSE 

STATEMENT OF THE PRESIDENT 
ON SIGNING H. R. 7885, THE FOREIGN 
ASSISTANCE ACT OF 1963. 

q () 

-----

I have today signed the Foreign Assistance Act of 1963. The economic and . 
military aid programs authorized by this bill are indispensable to the 
security of the United States and the fre~ world. This bill reflects this 
nation's determination to maintain that security by h~lping those nations 
willing to help themselves. 

It also reflects, unfol'"tunately, the growing tendency to hamstring 
executive flexibility with rigid legislative provisions wholly inappropriate 
and potentially dangerous in a world of rapid change. I wish to make clear 
now, for ~xample, that -- when a free and peaceful government is ever 
established in Cuba -- I intend to exercise my authority to provide 
essential health, educational and other assitance to the Cuban people, 
without waiting for a long and complex adjudication. 

In addition, this bill reflects a dangerous reduction in funds and a consequent 
dangerous reduction in our security. We cannot oppose the spread of 
communism and promote the growth of freedom by giving speeches. A 
policy of weakness and retreat -- which any further reduction at the 
appropriation stage would represent -- cannot be justified by the needs of 
our security, the financial strength of our nation or the attitude of our 
citizens. 

All of us desire greater efficiency in our aid programs -- and, make no 
mistake about it, we are going to improve it - - but in our pursuit of 
efficiency, let us not hamper the progress and safety of free men. 

I have already directed Administrator Bell to put our foreign operations on 
a sounder basis -- to insist on maxilnum effort by aid recipients -- and 
to intensify our efforts to eliminate excess or ineffective personnel. We 

• will resist reorganization for reorganization's sake -- but we do intend to 
present to the Congress next year a more effective, efficient aid program. 

Our cautious new hopes for a reduction in the risk of all-out war may only 
imply an increase in communist efforts to prevail through economic, 
political and conventional military means, particularly in the under -
developed countries. The aid programs of Truman, Eisenhower and 
Kennedy are needed now more than ever, -- this is no time to fail. 
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cc - Mr. Lawrence O'Brien/ 
Mr. McGeorge Bundyl,/' 

Ml L\1cGeorge Bundy 
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DEPARTMENT OF STATE 
EXECUTIVE SECRETARIAT 

December 15, 1963 

To: Mr. McGeorge B .. 4 
The White Hou~nuy 

From: Benjamin H. Read 
Executive Secret 

Attached are copies of the AID-
Mr. Bell memorandum to the Acting Secre­
tary, together with an additional copy 
for Mr. Dungan. I asked Mr. Dungan whether 
he wished to have this delivered to his 
home. He feels that it will not be neces•· 
sary but will take care of the matter the 
first thing in the morning. 

Attachment 



OFFICE OF 

DEPARTMENT o·F STATE 

AGENCY FOR INTERNATIONAL DEVELOPMENT 

WASHINGTON 

December 15,· 1983 
THE ADMINISTRATOR 

MEMORANDUM FOR: The Ho~orable George W. Ball 
Acting Secretary of State 

Attached is a draft signing statement on the foreign aid bill for 
the possible use of the President. 

The President will probably wish to sign the bill tomorrow morning,. 
since the Appropriation Bill would be subject to a point of order in the 
House until after the Authorization Bill has been signed. 

The attached draft has the following advantages: 

- It includes reference to the Gruening Amendment in accordance with 
our discussion of the other eveningj 

- It includes reference to the Cuba property-owners amendment, as 
strongly desired by ARA; 

- It indicates the President's intention to respond to the Congressional 
desire that he review the fore~gn aid program, without (I trust) implying 
that a sweeping reorganization is in prospect. 

At the same time, the draft seems to me long and contentious.I It may 
be better to do without a signing statement altogether. 

E.· 
M~ t . 

cc: r.: Bundy (White BoUBe :. : . • • . 
Gov. H.arriman~·)/ 4 , • • 

Mr.~ Ch.aye • 
r. Hu 
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DRAFT PRESIDENTIAL STATEMENT ON THE FOREIGN ASSISTANCE 
ACT OF 1963 

I have today signed the Foreign Assistance Act of 1963. 

Like Presidents Kennedy, Eisenhower, and Truman before me, I 

regard strong, efficient economic and military assistance programs as 

vital to the security of the United States and the free world and essential 

to the positive exercise of American foreign policy. Accordingly, I am 

glad to sign this Act which authorizes our mutual defense and assistance 

programs for the present fiscal year. 

At the same time.. I am disturbed by two aspects of ~he consideration 

of foreign assistance legislation this year. 

I greatly regret the introduction into the statute of damaging restrictions 

on the conduct of U. S. foreign policy in a world of rapidly-changing events 

and continuing peril to freedom. 

For example., the Act prohibits assistance to any country "engaging in or 

preparing for aggressive military efforts" against the United States or any 

aid recipient nation. The United States of co~rse does not and will not aid 

any nation engaging in aggression. It is quite another matter, howev~r, in 

a world of tensions between many nations to determine and proclaim with 

' ' ~ 

certainty that a country is preparing ~or aggressive military efforts against . 
• . 'f , , I ' 

another country at some future time. ·_The legl$lativ.e history of. 
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Congressional intent in adopting this provision is itself contradictory and 

ambiguous. I am directing the Secretary of State to advise me at any 

time he considers that the application of the provision is required, on the 

basis of convincing evidence and careful interpretation. But I canno~ 

avoid expressing my strong view that it is a mistake to attempt to deal 

with such complex issues through the device of legislative provisions which 

can only prove cumbersome and awkward to apply in practice; 

A second example is the restriction on possible future aid to a free 

Cuba. I wish to make clear that, in the event of the establishment of a 

government in Cuba which is free of Communist domination and which is 

prepared to live peaceably and harmoniously with its sister republics of 

the Americas, I will exercise ·the discretionary authority provided in the 

Act and will provide appropriate support to such a government. In taking 

that action, I am sure I would be refiecting the wishes of the great majority 

of the American people, who would not want a Cuba, liberated from the 

Castro tyranny and faced with enormous and urgent tasks of repairing the 
I 

ravages of Communism, to be forced to wait for sorely needed assistance 

until it had taken steps to return or to provide equitable compensation 

for property the Castro government had taken. Although I intend to protect • 

fully the interests of ·American investors abr.oad., .. in Cuba and in all other· 

countries,, r consider that once Cuba is free; the first ~bligation of the 
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United States would be to extend the hand of friendship warmly and 

generously to the free Cuban people. 

In addition to adopting these and other constricting limitations on U.S. 

foreign policy, the Congress this rear has in this Act reduced s everly the 

funds authorized for foreign assistance, and is considering even further 

reductions at the appropriations stage. I have already expressed my alarm 

at the prospect of a policy of U. S. weakness and retreat., forced by what seem 

to be essentially arbitrary financial limitations not related to an analysis 

of U. S. interests in today's world. I hope very strongly that the Congress 

will provide the essential funds needed. 

Looking ahead to next year,. I hope very much that we can achieve a 
\ 

handling of foreign assistance legislation that will be more expeditious and 

more s~tisfactory_from the standpoint of the Congress as well as of the 

Executive Branch. 

I agree with the Congress on the necessity for increasing the efficiency 

of our aid operations, and will insist o~ the steps to achieve it·_ more. 

self-help from recipients·~ _higher quality projects, eliminating excess 

staffing; etc . 
• ,,, .,••. 

In accordance with the suggestions of the Senate Foreign Relations . 

Committee, I have directed that a careful re-examination of the aid program 

be undertaken. I have asked that interested Me:fDbers of Congress and 

informed private citizens be consulted 1 with a view to presenting to the 
, I ' 



Congress any recommendations that hold promise of achieving u~· s~· 

interests more effectively and economically. 

~inal.ly 1 I urge the Congress to refiect seriously on the significance 

to the United states of recent international developments, which seem to 

permit of some cautious hope of a reduction in the risk of all-out nuclear 

war, but by the same token imply if anything an increase in the effort 

to achieve by subversion and infiltration communist domination in the under-· ·: 

developed countries. Asia,· Africa, Latin America - these are the crucial 

theatres of this decade where freedom must win or fail. Strong programs 

of Q'nited States economic and military aid - in conjunction with thos_e of 

o~her advanced countries and of international organizatio~ ~ are e_ssential 

to freedom's success .. In the effc,rt to achieve efficiency.· let UB_ not lose 

sight of our ·goal, whioh la the· progrsss ~f free ine11,: 



IM:MEDIA TE RELEASE DECEMBER 16, 1963 

Office of the White House Press Secretary 

THE WHITE HOUSE 

STATEMENT OF THE PRESIDENT 
ON SIGNING H. R. 7885, THE FOREIGN 
ASSISTANCE ACT OF 1963. 

I have today signed the Foreign Assistance Act of 1963. The economic and 
military aid programs authorized by this bill are indispensable to the 
security of the United States and the free world. This bill reflects this 
nation's determination to maintain that security by helping those nations 
willing to help themselves. 

It also reflects, unfortunately, the growing tendency to hamstring 
executive flexibility with rigid legislative provisions wholly inappropriate 
and potentially dangerous in a world of rapid change. I wish to make clear 
now, for example, that -- when a free and peaceful government is ever 
established in Cuba -- I intend to exercise my authority to provide 
essential health, educational and other assitance to the Cuban people, 
without waiting for a long and complex adjudication. 

In addition, this bill reflects a dangerous reduction in funds and a consequent 
dangerous reduction in our security. We cannot oppose the spread of 
communism and promote the growth of freedom by giving speeches. A 
policy of weakness and retreat - - which any further reduction at the 
appropriation stage would represent -- cannot be justified by the needs of 
our security, the financial strength of our nation or the attitude of our 
citizens. 

All of us desire greater efficiency in our aid programs -- and, make no 
mistake about it, we are going to improve it - - but in our pursuit of 
efficiency, let us not hamper the progress and safety of free men. 

I have already directed Administrator Bell to put our foreign operations on 
a sounder basis -- to insist on maximum effort by aid recipients -- and 
to intensify our efforts to eliminate excess or ineffective personnel. We 
will resist reorganization for reorganization's sake - - but we do intend to 
present to the Congress next year a more effective, efficient aid program. 

Our cautious new hopes for a reduction in the risk of all-out war may only 
imply an increase in communist efforts to prevail through economic, 
political and conventional military means, particularly in the under -
developed countries. The aid programs of Truman, Eisenhower and 
Kennedy are needed now more than ever -- this is no time to fail. 

# # # # 
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DEPARTMENT OF' STATE. 

AGENCY F'OR INTERNATIONAL DEVELOPMENT 

WASHINGTON 

OFFICE OF" 
THE ADMINISTRATOR 

MEMORANDUM FOR THE PRESIDENT 

SUBJECT: Foreign Aid Program for FY 1965 

. 

_December 15, 1963 
DECLASS"""IF ..... IE-0 

E.O. 12356, Sec. 3.4 
~ • 3- 3) 

By - ,~0ate8·~D~~ 

Of the numerous issues of substance and presentation concerning the 
FY 1965 forei?"n aid program, those that most urgently require your 
consideration are: 

- what figures should be included in the forthcoming Budget; 

- what work do you wish undertaken on the possibilities of "major 
revisions'' in the program; 

- what public impression do you wish to begin creating now about the 
1965 aid program and your attitude toward it? 

Budget Figures 

A strong, constructive military assistance program would require a 
minimum of $1. 2 billion in new appropriations for FY 19 65 . ......_ It is proposed to 
transfer perhaps $400 million of this amount to the regular Defense Department 
budget, (including a new, separate military sales credit fund). This would 
leave about $800 million identified as military aid, and it is hoped to handle 
this, along with other Defense Department matters, through the military 
affairs committees, rather than the foreign affairs committees of the Congress. 
I understand that Secretary McNamara has discussed these proposals with you. 

A strong, constructive economic assistance program would require a 
minimum of $2. 4 billion and a maximum of $3. 0 billion in new appropriations 
for FY 19 65. The higher figure is generous. It would be needed if all 
developments were favorable and recipient countries .- notably including Brazil -
undertook needed self-help measures, thereby justifying larger aid from us. 
The lower figure is a more hard-boiled guess as to what we might actually 
commit during the year, on the realistic assumption that a number of countries 
will not undertake proper self-help measures. Attached are tables showing 
the breakdown of these figures. 

F 

' 
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In addition to program requirements., the President will need to consider 
Congressional consequences of his aid budget figures.· The two main con­
siderations are: 

- the advantage of presenting a relatively low figure, which would respond in 
some degree to the widespread Congressional desire for a smaller, tighter 
program; and 

- the risk that a relatively low figure would nevertheless be cut heavily by 
the Congress (the average cut over the last ten years has been 19 percent of 
the Executive Bra!1ch request). 

If it were possible to reach some advance agreement with Congressional 
leaders that a tight recommendation by the President would receive favorable 
treatment in the legislative process, such a course would clearly be desirable. 
It would remove much of the artificiality that has surrounded this legislation in 
recent years. 

Such advance agreement does not seem feasible, however, in view of the 
attitude of Mr. Cannon and Mr. Passman. Accordingly., it may be preferable 
for the President to propose a generous Budget figure, perhaps $3. 0 billion., 

· in the expectation that it will be cut severely, but that the final appropriation 
will be larger than if the President had started with a tight Budget figure. 

For comparison, £or FY 19 64 the original economic assistance request was 
for $3.1 billion. The final appropriation is likely to be $2. 0 billion. 

Taking military and economic aid together, t~e FY 19 64 request was 
$4. 5 billion. The FY 1965 request might look substantially smaller at $800 
million military plus $3. 0 billion econ~mic. Taking into account $600 million 
of transfers and adjustments, however, an FY 1965 request of $3. 8 billion 
would be equivalent to an FY 1964 request of $4. 4 billion. 

Study of "Major Revisions" 

The Senate Foreign Relations Committee, and several individual Senators 
including Fulbright, have called on the Executive Branch to conduct a "basic 
review 11 of the foreign aid program and to come forward with major revisions 
next spring. There is no consensus in the Congress on what changes should be 
made. Nor am I sanguine that major revisions can be· found which would not 
harm the fundamental purposes of the program., since I believe the basic 
causes of Congressional requests for a revamping of aid are rooted in objections 
to some elements of our foreign policy and in Congressional frustration with 
the world as it is -- conditions which could not be relieved by reorganizing 
the aid program. 

. . . . 
. .. : ··.•.;.;,.I 
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Nevertheless, in deference to the depth of feeling of Senator Fulbright 

and others, I think we must consider the matter very seriously. 

Accordingly, I recommend that you direct that a careful re-examination o! 
the program be undertaken, including consultation with members of Congress 
and knowledgeable persons from outside the Government, with instructions to 
make an initial report to you by January 15th. Since we have been actively 
pursuing this subject with other U.S. Government agencies and private sources 
for several weeks, a good deal of spade work has already been done. I think 
a useful set of alternatives and recommendations could be put before you by 
January 15th, although some questions could probably not be answered by then. 

Public Impression 

I recommend that the President begin establishing a public impression of 
his ·attitude toward foreign aid which blends the following elements; 

- strong support for effective programs of economic and military assistance 
for underdeveloped countries as part of a positive., constructive., U. S. foreign 
policy; and 

- insistence on greater efficiency in the aid program - requiring more 
self- help from recipients, learning from past experience, trimming excess 
staff, etc. 

I suggest that the best early opportunity to make these points would be in a 
statement in connection with signing the foreign aid authorization act. We will 
propose a draft and include in it an indication that you have called for a 
careful re-examination of the aid program in view of Congressional desires 
that it be revamped. I think it is important to mention this but that it should 
not be emphasized too much, lest it arouse at this time exaggerated expecta­
tions of a sweeping reorganization. 

~l1~ 0 u_. 
David E .. Bell 

Attachment 

I. 



Development Loans -
(outside of I.a.tin .Am.) 

Development Grants 
(outside of Ia.tin .Am.) 

Alliance for Progress 

Supporting Assistance 

Contingency Fund 

Contributions to Inter-
national Organizations 

Other (Administrative. 
Expenses, etc.) 

TOTAL New Obligational 
Authority 

Plus Carryover, Re-
coveries, etc. 

Less Unused 

Total Program 

ECONOMIC AID APPROPRIATIONS 

(Millions of Dollars) 

FY 126~ FY 1264 
Cong. Authorizing 

Re9iuest Les!slation 

975.0 1060.0 925.0 
.. ;..,J 

225.0 257.0 220.0 

525.0 850.0 705.0 

395.0 435.0 3Bo.o 

250.0 300.0 16o.o 

148.9 136.1 136.1 

55.0 86.5 76.0 

2573.9 3124.6 2602.1 

197.2 184.2 284.5 

337.6 

2433.5 3308.8 2886.6 

TABLE 1 

FY 1262 
HAC Maximum Minimum 

Action 

6oo.o 1050.1 910.0 

150.0 254.o 222.8 

530.0 78o.o 582.0 

300.0 365.0 329.7 

50.0 300.0 150.0 

100.0 145.6 145.6 

71.7 73.3 73.3 

18o1.7 ?,967.9 2413.4 

411.5 78.1 78.1 

2213.2 3046.o 2491.5 



Iatin America 

Far East 

Near East & South Asia 

Africa 
!I 

Non-Regional 

Un programmed 

TarAL 
PROGRAM 

ECONOMIC AID PROGRAMS 

(Millions of Dollars) 

FY 126~ FY 1264 
Cong. Authorizing 

Request Legislation 

,.l\,. 

555.7 913.5 8o9.o 

443.7 451.4 389.7 

991.7 1088.9 ioo6.8 

266.2 338.5 287.3 

176.2 216.5 211.9 

300.0 181.9 

2433.5 3308.8 2886.6 

( 

TABLE 2 

HAC ~ 
FY 1265 

Maximum Minimum 
Action 

635.0 8o5.5 6o9.5 

276.0 428.3 365.0 

846.o 992.8 930.0 

145.0 284.o 232.0 

134.2 235.4 205.0 

177.0 300.0 150.0 

2213.2 J046.o 2421.5 

Includes contributions to international organizations, administrative 
expenses, and unallocable program overhead. 

E.f Preliminary estimate of regional distribution. 

I 

'\,;, •I,• 
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McGB: December 13, 1963 

Your copy of attached seems not to have 
arrivedo We 1re in the old bind between those who 
say don't engage the President's prestige in losing 
causes, and those who say this strategy is under­
mining our ability to conduct foreign policy. But 
the brute fact is that we're so close to the margin 
now as to make every dollar count. And this year I s 
floor will be next year's ceilingo 

I frankly don 1t know what you could do 
fruitfully at this pointo Harriman says a vote to 
cut is a vote for Khrushchev, but this doesn 1t 
move us forward eithero Yet mustn't we warn the 
President of such infinite trouble ahead with so 
many clients as to warrant his weighing this fully 
against his political advice? 

LBJ must sign aid authorization, probably 
Monday, before Congress can take up appropriationo 
After asking AID daily for a statement, I'm doing 
one. Here at least we can weigh ino 

SECRET 
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SECRET December 14, 1963 

McGB -

It's about time to put out the request for 
WH review of the chief aid program changes re­
quired by the Hill cutso Aside from giving the 
President a chance to sign off on what are in effect 
major foreign policy decisions, this exercise could 
also have real educational value. It will show the 
President the cost to us from the Hill's cuts and 
help give him a useful feel for where our aid money 
is going. 
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cc: /Mr. Bundy 
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DEPARTMENT OF STATE 

AGENCY FOR INTERNATIONAL DEVELOPMENT 

WASHINGTON 

OFFICE OF 
THE ADMINISTRATOR 

MEMORANDUM FOR: The Secretary of State 
The Secretary of Defense 

1 

The Director, Bureau of the Budget 
The Honorable McGeorge Bundy _,---­
The Honorable Ralph Dungan 

In response to suggestions concerning my previous memorandum 
on the '65 foreign aid budget, I have prepared the attached much 
brief er draft,' limited to questions the President must consider 
immediately. 

Kermit Gordon is seeking to set up a date with the President 
for Saturday to discuss the question of the 1965 foreign aid budget 
figure.- ~-f ~ /l!J.v ~ ,J '( 

!!:I 

I would propose to use the attached memorandum, as modified 
by your comments, as the agenda paper for such a meeting. 

~1~ 
David E. Bell 

Attachment 

cc: Mr. Ball 
Governor Harriman 



DRAFT 
12/12/63 

MEMORANDUM FOR THE PRESIDENT 

SUBJECT: Foreign Aid Program for FY 1965 

DECLASmlED 
E.O. 12356, Sec. 3.4 
NlJ -3 

• t NARA, Date----

Of the numerous issues of substance and presentation concerning 

the FY 1965 foreign aid program, those that most urgently require your 

consideration are: 

""' what figures should be includ~d in the forthcoming Budget; 

what work do you wish undertaken on the possibilities of 

"major revisions" in the program; 

- what public impression do you wish to begin creating now about 

the 1965 aid program and your attitude toward it? 

Budget Figures 

A strong, constructive economic assistance program would require 

$2. 4 - $3. 0 billion in new appropriations for FY 1965. The higher figure 

is relatively generous; it would be needed if all recipient countries -

notably including Brazil - undertook needed self-help measures, thereby 

_ justifying larger aid from us. The lower figure is a more hard-boiled 

J • 

guess as to what we might actually commit during the year, on the realistic 

assumption that a number of countries -~U not undertake proper self-help 
. ~ . p 

measures. Attached are tables showing the breakdown of these figures. 
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A strong, constructive military assistance program would require 

about $1. 2 billion (without adjusting for any transfers from military 

assistance to the regular Defense Department budget). 

In addition to program requirements, the President will need 

to consider Congressional consequences of his aid budget figures. The 

two main considerations, in my judgment, are: 

- the advantage of presenting a relatively low figure, which would 

respond in some degree to the widespread Congressional desire for a 

smaller, tighter program; and 

the risk that a relatively low figure would nevertheless be cut 

heavily by the Congress (the average cut over the las,t ten years has been 

19 percent of the Executive Branch request). 

On balance., ·my recommendation is for a figure in the range of 

$4. 1 pillion (which compares to President Kennedy's budget figure of $4. 9 

and subsequently reduced request of $4. 5)., reduced to the extent of any 

transfers to the Defense budget. Since it is hoped. to transfer about $400 

million in military assistance items, I think a figure of about $3. 8 billion 

is proper at this time ($2. 9 billion economic aid plus $800 million military 

aid). 

Study of "Major Revisions" 

. The Senate Foreign Relations Committee., and several individual 
i 

Senators' including Fulbright., have called on the Executive Branch to 
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conduct a "basic review" of the foreign aid program and to come forward 

with major revisions next spring. There is no consensus in the Congress 

on what changes should be made. Nor am I sanguine that major revisions 

can be found which would not harni the fundamental purposes of the program, 

since I believe the ba_sic causes of Congressional requests for a revamping 

of aid are rooted in objections to some elements of our foreign policy 

and in Congressional frustration with the world as it is -- conditions which 

could not be relieved by reorganizing the aid program. 

Nevertheless, in deference to the depth of feeling of Senator Fulbright 

and others, I think we must consider the matter very seriously. 

Accordingly, I recommend that you direct that a careful re­

examination of the program be undertaken, including consultation with 

members of Congress and knowledgeable persons from outside the Government, 

with instructions to make ~ initial report to you by January 15th. Since we 

have been actively pursuing this subject with other U. S. government 

agencies and private sources for several weeks, a good deal of spade work 

has already been done. I think a useful set of alternatives and recommenda­

tions could be put before you by January 15th, although some questions 

could probably not be answered by then. 
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Public Impression 

I recommend that the President begin establishing a public 

impression of his attitude toward foreign aid which blends the following 

elements: 

- strong support for effective programs of economic and 

military assistance for underdeveloped countries as part of a positive, 

constructive, U. S. foreign policy; and 

- insistence on greater efficiency in the aid program - requiring 

more self-help from recipients, learning from past experience, trimming 

excess staff, etc. 

I suggest that the best early opportunity to make these points would 

be in a statement in connection with signing the foreign aid authorization 

act. We will propose a draft and include in it an indication that you 

have called for a careful re-examination of the aid program in view of 

Congressional desires that it be revamped. I think it is important to 

mention this but that it should not be emphasized too much, lest it arouse 

at this time exaggerated expectations of a sweeping reorganization. 

David E. Bell -
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Table 1 

AID APPROPRIATIONS 

New Obligational Authority - By Appropriation Account 
(millions of dollars) 

FY 1963 FY 1964 FY 1965. 
Cong. Auth .. 

Request Legislation Alternative 1 Alternative 2 
Development Loans 975.0 1060.0 925.0 1050.1 910.0 

( outside of Latin Am.) 

Development Grants 225.0 257. 0 220.0 254.0 222.8 
• (outside of Latin•Am.) 

Alliance for Progress 525.0 850.0 705.0 780.0 582:0 

SupporUng Assistance 395.0 435.0 380.0 365.0 329.7 

Contingency Fund 250.0 300.0 160.0 300.0 150.0 

Contributions to Inter-
national Organizations 148.9 136.1 136.1 145. 6 145.6 

Other (Administrative 
Expenses, etc.) 55.0 86.5 76.0 73 .. 3 73.3 

TOT AL new Obligational 
Authority 2 57 3. 9 3124. 6 2602.1 2967.9 2413.4 

Plus Carryover, Re-
coveries, etc. 197.2 184.2 315." 2 78.1 78.1 

Less Unused 337.6 

Total Program 2433.5 3308.8 2917.3 3046.0 2491. 5 

• I 

-- C ONFfD:BM':P:EAL 



TABLE 2 

AID PROORAMS 

(Millions of Dollars) 

FY 1963 FY 1964 FY 1965 
Gross Cong. Authorizing 

Obligations Request Legislation Alt. 1 

Latin America 555.7 913.5 815.0 805.5 

Far East 443.7 451.4 404.4 428.3 

Near East & South Asia 991. 7 .1088.9 1006.8 992.8 

Africa 266.2 338.5 297.3 284.0 
a/ 

Non-Regional 176.2 216. 5 211. 9 235.4 
b/· 

Unprogrammed 300.0 18L9 300.0 

TOTAL 
PROGRAM 2433.5 3308.8 2917.3 3046.0 

a/ Includes contributions to international organizations, administrative 
expenses and unallocable program overhead. 

b/ Includes Contingency Fund in FY 1964 and FY 1965._ Ultimate regional 
·allocation unknown until used. 

CffiiF'IDEN™L • 

----

Alt. 2 

609.5 

365.0 

930.0 

232.0 

205.0 

150.0 

2491. 5 



OFF1CE OF 
THE A0ivllNISTRATOR 

DEPARTMENT OF STATE 

t,GENCY FOR INTERNATIONAL DEVELOPMENT 

WASHINGTON 

December 10, 1963 

MEMORANDUM FOR THE PRESIDENT 

SUBJECT: Your Meeting with Congressman Passman 

This memorandum provides background on the aid bill for your 
discussion with Congressman Passm:an. 

If the past is any guide, Passman will attempt to seek an agreement 
on an aid appropriation figure which: 

( a) will be so general that he can later claim that it includes 
appropriations for related agencies such as the Peace Corps; (there is 
$310 million in the bill for such items, over and above economic and 
military aid); 

. (b) reduces the amount of new obligational authority (NOA) a 
substantial amount by substituting reappropriated carryovers for it., thus 
allowing him to get public credit for an apparent sharp cut below the 
amhorizing figure. We have justified before the Senate Committee $3. 6 
bElion in NOA plus use of all available carryovers, with one exception: 
$127 million of unobligated Contingency Fund money. (If he wants to 
reappropriate that $127 million., he could reduce the $3. 6 billion 
accordingly without hurting the program.) 

He may also confuse the issue by describing as carryovers, sums 
which aren't really carryovers (such as the funds set aside to back our 
investment guarantees). 

As an example, Passman could "offer" a $3. 0 billion appropriation 
with $600 million of carryover, (a) having in mind $2. 7 billion for foreign 
aid plus $300 million for the Peace Corps and other agencies, (b) counting 
as A. I~ D. carryovers certain sums .which we do not regard as· carryovers, 
and therefore intending to deny us reappropriation of some carryovers which 
we would assume would be included in a $600 million figure; and (?) planning 
to refuse to give us deobligation-reobligation autb.ority for Development Grants 
and Supporting .i\.ssistance, which provides us additional funds yearly for 
these ru, f)ases, 

---------------· E V TI ·copv 
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The attachment relates all of th•ese factors to this year's appropria­
tion bill. While you niay wish to press initially for the appropriation of the 
full $3. 6 billion authorized in the Senate-House Conference., the attached 
paper shows also what we would consider a desirable distribution of $3. 4 
billion and $3. 2 billion of NOA. (The attachment assumes reappropriation 
of the $127 million unobligated Continge~cy Fund as well as all carryovers.) 

In addition., Mr. Passman may argue that after appropriating $3. 9 
billion for us l_ast year., we have unused money left at the end of the /ear 
(unobligated balances) of over $500 million. In fact., we committed $3. 7 
billion in FY 1963 (he is ignoring the fact that we had carry in balances from 
FY 1962., as well as carry out balances from FY 1963). • 

If you wish any further information., we shall be glad to provide 
it. 

Attachment 

cc: Secretary of State 
Mr. Lawrence O'Brien 
Mr. Ralph A. Dungan__. 
Mr. McGeorge Bundy 

David E. Bell 

p 
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S:ECR.Ei -- December 4, 

McGB: 

Dave Bell's 3 December memo on how to revamp FY 165 aid program 
worries me on one key score. You're asked to comment on it, so following 
might help. 

Dave argues in essence (p. 4) that we go for an austere budget figure 
for foreign aid, i.e. ask no more than $2. 4 - $2. 6 billion (excluding MAP). 
The idea would be that here I s a hard figure we defend to the death rather 
than accepting major cuts as in prior years. 

To me this ignores the facts of life--especially on how much we can edu­
cate Congress in an election year. As Dave admits, the chief risk is that 
Congress would cut sharply even our low figure. So I'd argue vigorously 
for more cut insurance. Though admitting we ought to ask for less than our 
$3.1 billion FY 64 request, 11d go for $2. 9 rather than $2. 6. The President 
would, of course, have the best feel on an issue like this. 

But I'm with Dave on not going any further than he suggests toward redoing 
the AID program. In fact, AID is vastly improved over three years ago, and 
Hill bitching is merely symbolic of general malaise--it has no firm thrust. 

I've been learning by doing on this foreign aid business, and think I've 
helped a bit. At any rate, nobody seems to have the key to getting much out 
of Congress in this field. So I offer my sense that we are at the eleventh 
hour on FY'64--if the President doesn't weigh in now, we won't get the bill 
through by Xmas and won't get the minimum $3. 35 billion ":J need. My fear 
is that this one may slip through the crack at a time when .. e~ so busy on 
a lot of other crucial things. 

DECLASmm> 
E.O. 12356, Sec. 3.4 
NlJ - -

By ' , NARA, Date s-1-1-'1~ 

~ 



OFFICE Of-" 
THE ADMINISTRATOR 

STATE 

AGENCY FOR INTERNATIONAL DEVELOPMENT 

WASHINGTON 

December 3, 1963 

MEMORANDIDJI FOR: The Secretary of State 
The Secretary of the Treasury 
The Secretary of Defense 
The Director, Bureau of the Budget 
The Honorable McGeorge Bundy 
The Honorable Theodore Sorensen 

Attached is a draft memorandum for the President concerning 
the FY 1965 foreign aid program. I would appreciate comments and 
suggestions at your early convenience. I believe that a memorandum 
like this should go forward to the President, and if possible be 
discussed with him, before the end of the week. 

/ 
For obvious reason~, the draft shoulq be given very restdcted 

circulation.· ,. ,, 
/ 
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David E. Bell 

;f 
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MEMORANDUM FOR THE PRESIDENT 

DRAFT 

December a. 1963 . 

SUBJECT: Foreign Aid Program for Fiscal Year 1965 

We need early guidance from you on what changes you want 

us to make in preparing the FY 1965 foreign aid program for presentation • 

to the Congress. 
, 

The attached memorandum discusses the issues. 

we believe much can be done ~o administer the. program more efficiently• 

to serve U.S. interests at lower cost,· to operate with tighter, harder 

. criteria. We support Secretary McNamara's proposal to split off military • 

_from economic-aid and handle the former through the Military Affairs 
' t 

Committees _of the Congress. If Congressional understanding and con­

currence can be achieved, we· woulq urge a substantially lower Budget 

recommendation for FY 1965 thari·was recommended for•'FY 1964. 

Together, these proposals would in our judgment create a 

somewhat improved impression ?f the foreign aid program in the Congress~:: 

The program would look smaller, more tightly controlled, better 

administer~d. ·But these proposals would not· constitute.• the "basic 

revisions" urged by some Congressmen. We h_ave not' discovered any such.· 

"basic" changes that seem to us feasible - - nor do we ·:agree with those 
• ' I ' • • ,;,, • •,'. 

offered in the Congre~s (e.g. stopping all military aid to' Latin America., 

arbitrarily· limiting o~ aid p~~gram.s to fifty countries}; 
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Consequently we believe that the foreign aid program for 

·· FY 1965 presents a. major legislative problem. one on which you will 

• undoubtedly wish to have the advice of Congressional leaders, and one 

which we would appreciate an opp rtunity to discuss with you at your 

convenience. 
,-• 

The most urgent question concerns the Budget figure for 

FY 1965. which should if possible be settled within the next te days. 

In addition, I be'lieve it is desirable a a very ea:"ly date 

that the President instruct us to make a searching reapprais~.l of the 

program. and thnt these instructions be made known publicl . 

David E. Bell 

I ·• 

.. 
I • 
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DRAFT 
December 3, 1963 

MEMORANDUM ON POSSIBILITIES FOR REV AMPING THE FOREIGN AID 
PROGRAM FOR FISCAL 1965 

Thi~ memorandum addresses the question: What changes should be 

• made in the foreign aid program for fiscal 1965, in view of the exc ptionally 

controversial struggle over foreign aid in the Congress this year, and of 

·the explicit request by the Senate Foreign Relations Committee that the 

Executive Branch consider makipg major revisions in next year 1s bill& 

This memorandum discusses in brief and summary forz:n, the major 

criticisms made of the program in the Congress, and our tentati ·e judgments 

as to what can and should be done to respond to them. 

The following paragraphs consider what seem to be the main lines 

of Congressional attack on foreign aid: 

- the program is aimless and endless; 

it costs too much; 

other countries are not doing their share; 

the program is too much a "government-to-government" affair; 

- it is loosely and inefficiently administered. 

1. It is frequently asserted in the Congress that the foreign aid 

program is aimless and endless, that we are helping too many countries too 

indiscriminately. 
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The correct response to this, in our opinion, is that we r cognize 

the need for harder, sharper cri eria in determining U.S. aid programs; 

we have made considera le headwa~ recently in becoming more di criminating 

and selective; and -we accf.~pt the responsibility to continue to move in this 

direction .. 

made. 

As e ·idence of both action and intention, the following poi ts c:. n be 

' 
' 

In the 20 to 30 countries where over 80 percent of o, r ei:>onomic 

assistance goes, we are building U. s. programs aimed clea1 ly· a getting 

recipient co, ntries • n their own feet and ending U.S. aid as so n as possible, 

( but note that this is a process which can still be only dimly outlined for most 

countries, and which will range in time from a y~·ar or two to more than a · 

decade). 

In the 50 or so countries where our eco~omic aid is small, our 

aims have been reviewed and are clear and defensible (for example., in the 

13 former French colonies in Africa, very small amounts of U.S. aid are 

being provided to make clear, our support for their independence and 

growth, and to permit them to receive far larger amounts of aid from 

France without being politically vulnerable). 

in presenting the 1965 program to the Congress, we can and should 

emphasize our determination to terminate assistance to countries which have 

grown strong enough to do without it. Some sample specifics: 



.. announce that FY 1964 will be the last year for Development 

Loans to Greece and Israel; FY 1965 for Taiwan, Mexico, the Philippines; 

announce that we have ended Supporting Assistance to 

Turkey, and FY 1965 will see further reductions in total Supporting Assistance, 

as part of the continuing shift from support o·perations to development activities. 

(But note that we would be continuing many of our major 

programs at high levels -- e.g., Korea, Vietnam, India, Pakistan, 
f 

Turkey -- and we would be proposing to increase our total pro 5 ram in Latin 

America). 

in present:~ni~ the 1965 program to the Congress, we can and should 

stress_ our increasing reliance on self-help standards as criteria for U.S. 

aid decisions. Some sample specifics: 

point to progress where aid has been provided on self-help 

criteria, as in Chile and Colombia; 

point to U.S. withholding major aid where self-help criteria 

have not been met, as in Indonesia and Brazil; 

point to the establishment of the Inter-American Committee 

for the Alliance for Progress as a step toward es_tablishing stronger standards 

of self-help by the Latin Americans themselves. 

2. It is often asserted in the Congress that the foreign aid program 

"costs too much." 
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In actuality the cost of foreign aid today, in relation to the GNP., 

is less than half what it was in the days of the Marshall Plan. In com par is on 

to the benefits to the Nation., all the responsible officers in the Executive 

Branch consider the coot very reasonable. 

Nevertheless, there is a serious problem with respect to cost. Year 

after year, the Presid nt (Eisenhower as well as Kennedy) has sent a hig 

request to the Congress; year af.ter year the Congress has cut the request 
, 

heavily; and there clearly has been no resulting serious damage to the national 

interest. This pattern has resulted in an increasing lack of c~mfidence on 

the part of the Congress in the firmness of the President's foreign aid request. 

This is one explanation for this year's deep cuts in the authorization bill on 

the floor of both houses. 

If the President considers it feasible, it would be highly desirable 

to break this past pattern, by proposing to the Congress a moderately austere .. 

rather than a generous - Budget figure for foreign aid. A request of no more 

than $2. 4 - $2. 6 billion for economic aid might be desirable, in comparison 

with the FY 1964 request of $3. l 'billion. (If the military aid request 

were $1. 2 billion, the total foreign aid request for FY 196 5 would be $3. 6 -

$3. 8 billion., compared to the 1964 request of $4. 5 billion.) 

The main question about proposing such a figure ~ould be whether 

Congress would reduce it so much in the course of legislative action as to risk 
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serious damage to U.S. interest~. Perhaps it would be possible for the 

President to seek an advance agreement with Congressional leaders on 

an approximate final figure before submitting his Budget. If this were 

possible, it would not only represent a major advance in handling the foreign 

aid program inore realistically in the Congress; it might also assist in 

reducing the potential length and controversy of the Congressional session 

in an election year. • 

Another change, not so much of substance as of form, may 21s0 

assist in making the cost of the program more acceptable to the Congress. 

This is the proposal, recommended by Secretary McNam(; ra, to place the 

econo:qiic and military assistance programs in separate bills, the latter 

to be considered by the Military Affairs Committ~es of Congress. In 

addition to this shift in legislative responsibility, Secretary McNamara 

proposes to shift some activities from the military assistance budget to 

the regular Defense Department budget. Senator Fulbright has advocated 

splitting off military from economic aid. Other members of Congress, 

particularly _in the House, have opposed this in the past; their present 

position is not known. 

3. It is often asserted in the Congress that other advanced countries 

are not carrying their share of the aid burden'. 
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The facts are that in proportion to their national incomes, other 

advanced countries on the average are providing as much· foreign aid as is 

the United States. However, certain countries are providing much less 

than. the average (notably Canada and Italy). And all of the other countries 

except France provide their aid on harder terms than we do. We have 

' . 
accordingly been urging other countries to enlarge their aid programs, and 

particular y to soften their aid terms. (Some notable advances during 1963 -

notably by the UK and Canada -.:can be pointed to in sending the 1965 program 

to the Congress.) 

The Senate Foreign Relations Committee has suggested that the United 

States should spend more of our foreign aid through international financial 

institutions, in order to call forth larger contributions from others. We have 

recently completed a negotiation with other advanced countries to enlarge and 

to extend for thr·ee years (1965-67) our joint commitment to provide resources 

for the International Development Association (the "soft-loan window" of the 

World Bank). This negotiation was long and difficult, and those who conducted 

it, (mainly Secretary Dillon and Assistant Secretary Bullitt), are sure that 

the British, Germans, French, and others would be quite unwilling at present 

to increase their contributions to IDA. 

Nevertheless, in deference to the attitude of those in the Congress who 

favor more use of international channels, and in recognition of the agreed 

desirability of some further shift in that direc~ion, ,we suggest that the President 

make two proposals: 
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- to offer to contribute more U.S. funds (up to 100 million do:Jars) 

to the IDA. Our share of present IDA funding is about 41 percent. Our 

suggestion would be that we off er to put up funds equal to 40 percent 

of any total ircrease that could be negotiated by the IDA with other governments . 

.. to propose an increase (up to 100 million dollars) in U.S .. funds 

available for "soft" lending through the Inter-American Devc~lopment Bank. 

T~is would he accomplished simultaneously with a merger of the Social 

Progress Trust Fund and -the Fund for Special Operations ... the two present 

"soft windows" of the IDB. The U.S. funds would be partially matched 

by funds from La.tin .American countries. 

There have been some suggestions in the Congress that we should put 

more of our development funds through inte~ational channels, regardless 
t 

of matching. It is doubtful that there would be a corr"Bensus in the Congress in 

favor of such a course. Informal discussions with George Woods of the World 

Bank indicate that he would not want to receive large unmatched amounts of 

.US funds to administer. 

Moreover, we should not overlook the fact that bilateral aid serves U. S. 

interests better in-many cases than multilateral aid. There are some 

situations (Vietnam, Korea) which cannot be handled through (present) mulU­

lateral organizations. The US.can and should move more flexibly in many 

situations (Brazil, Boliyia) than the World Bank could. And U. S. priorities 
maybe 
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quite different from the World .Bank's priorities (Latin America vs. 

Africa, for example).. We do not believe, therefore, that the President 

should give unqualified support to multilateral financing of assistance. 

4. It is often asserted that the foreign aid program is opera .ed 

too much on a "government-to-government" basis. 

Th basic response to this should be, in our opinion, that 

••D we are doing far more than is generally realize t.o give direct 
, 

support to private activities at' the grass roots level, (many excellent examples 

can be given, ranging from the savings and loan associatio~s stimulating 

private home ownership in Chile, to the rural development pr gram as an 

integral part of the strategic hamlet program in the countryside in Vietnam). 

many of the "governmental" activities we are conducting are 
' t 

necessary to provide a basis for private activity, (transportation, education, 

power, for example); 

- we do agree· that there should be greater emph~is on using 

private resources in the aid program and stimulating private initiative in 
' 

aided countries. 

In this connection, a number of actions and intentions can be referred 

to by the President in presenting the FY 1965 program. Some sample specifics·: 

- point to the ·work we have been doing with the REA coops and the 

U.S. savings and loan associations in establishing parallel organizations in 
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Latin America; 

- point to the sharp increase in investment survey grants, to 

the large number of riew investment guaranty bilateral greements., to 

increased activit, in the Cooley Loan program, ·and to the rising tr.end of 

U .. S. business inves ment (in manufacturing and service industries) in 

Lati.n America and elsewhere; 

,.,., announce the submission to the House Ways and·Meru.1s L.0r. mittee 

of the Administration's: inve~tment tax credit bill for invest:rnent n less 

developed countries. 

5. It is often asserted in the Congress that the aid program is 

loosely and inefficiently administered. 

The basic response., in our opinion, should be to agree that, while 

some action has been taken to improve the administrative efficiency of 

AID, much more needs to be done. Some sample specifics, to indicate 

how improvement is expected to be achieved: 

- announce the establishment of a management evaluation unit., 

to review continuously the programs and staffing of AID field missions; as 

recommended in the McGee report; 

- announce a commitment to review the staff of AID by a specific 

amount., to be achieved partly by eliminating marginal people and· positions, 

and partly by a further shift from direct hire to contracting in carrying out 



technical assistance proje'ct 0 • (But note that there need to be increases in 

some types of personnel, such as loan officers, auditor.s, and staff in 

Washington and the field concerned with private business activities.) 

- announce a program for upgrading the quality of AID personnel, 

including better training and expanded use of selection-out authority; 

- a nounce a series of steps to upgrade the quality of our technical 

as_sistance vork, including more careful pre-planning, better 1va1uation 

during execution, and greater reliance on expert agencies I in and out of 

government, for conducting projects. 

- point to the completion, during 1963, of a major review and codification 

of AID procedures andmethodsj 

- point to the closing of Missions (Yugoslavia, Surinam, British Honduras) 

and the elimination of Mission Directors (Gabon, Ivory Coast,. etc.) as evidence 

of our de$ire to do oµr work with a minimum establishment. 

(But note that we would not propose a major reorganization. Such a 

reorganization was made in 1961. It established ,unified administration of 

• capital and technical assistan~e in a single_ agency, responsible directly .to 

· the Secretary of State and the President. A further reorganization now is 

unnecess?,ry, would set back efforts to increase efficiency and would be 

very harmful to morale in this already rruch - reorganized agency.) 



..... 

Other Aspects of Next Year's Presentation 

In addition to H.e consideration of substantive changes in the 

program, as discussed above, attention needs to be given to the most 

effective presentation of the program as determined by the President. 

Among others, the following steps would seem desirable: 

1. Beginning very soon and without generating expectations 

of grea changes, there should be public indications that the I· resident has 

asked that serious study be ~evoted to possible chang·es. E;fio:cts should 

be made to engage key Senators and House members in discussions on 

this subject for the purpose of establishing more fully what hey may 

desire, indicating the many problems concerning their suggestions of 

which they are not aware, and. assuring them that their opinions are both 

desired and carefully considered. 

2. Along with the elaboration of program changes next year, 

there should be an affirmation of the basic changes made in ·the 1961 

reorganization and also of our continued strong backing of sound multi­

lateral aid institutions. If carefully balanced., this will provide the 

opportunity for elaborating important facts of which the ,Congress is still 

not well aware, and will protect us from charges that we are trying to 

deceive Congress that we are making profound changes w~en in fact we 

are doing less than that. 

3. A carefully-designed public information campaign designed 

to emphasize an improved program would be necessary, along with 

program. In particular, we w uld hope the r . ident w uld give 
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careful consideration to attempting to encourage certain key Senators 

and Congressmen to mute their criticism or perhaps even to support the 

program ... 

I 

I , 

David E. Bell 
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the FY 1965 foreign aid program. I would appreciate comments ·and • • .·- '·, 
suggestions at your early convenience. I believe that a memorandum 
like this should go forward to the President, and .if possible be •. •• . ~, 
discussed with him, before the end of the week. . . 
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SUBJECT: Foreign Aid Program for Fiscal Year 1966 • • •. .:·.'. ;.'/ i'--. •• .•. ~q 
• I • , .• ,. •\•• 

·.· .. • Vfe' need early g~idanc~ fro~ yo~ ~~ wh~t -~·ha_nges y~u ~a~i. ·;·>· ·;;>)~>.:.~·~· ;: :,, B~:'. 
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• ... ·1.:_ <. •: us to make in preparing the FY 196~ f~reign_aid program for presenta_~i~n :i//\'·_._: . (~ 

•• ' • • : ,: ·· <tO the Cong'.ress. · . · · · ' · · · • ,·. • • ·:' .;' • '} \<:" ftJ 
~ . : ; . • . . . ,;-..: ~ 

••• •• The attached m~morandum discusses the issues_. In summary;:,, ·. ,, l! 
we believe much can .be ·done -~o administer. the. program more ~fficiently 

6
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: . .· ·. .· . :· . ' . •. • • . ' ' ... • .. ·.:· .. ~\;\ ,. :· :> :::.·: /~ 

. to serve U.S. interests at lower·cost; t_o operate with tighter.-harder. >···i;/'.·_'.(\:.~" .. 1\~ f1 . . . . ' • : : .:' . : :·. :. \· -t~J 

• .'·: :: . .-.. :.:.-·-.'~:criteria. We support ~ecreta~ McNamara's proposal.to split off military.;:·.-·.-.... :~_> .. :, .tii 
. __ .. . , . . . .. ._ · . . · · · ·. · . · · ·· · .. r ·:\; .. ;·,_··::<.:}.,-\.:.. id 

... , ; ·:_from economic aid and handle.the former_t~rough the. Mi,litary Affai~s ._··.\:'{: .. {/t:f /.:: ~\!i 
·•'., '• ' :·• •• • • : . • , '·, ·., • .. • •• , ' , • , l • .'.·· v· • • • ' • •:. : ·,//:··? '.'::'.. ,;:-:,. _: ~\l 
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. ·.·_·•· currence can be achieved~ we would, urge a substantia4,~ lower B~dg~t{;/.).. . Ji! 
.
1
•• ./·~•.:\::>_ '.'. --, ;";~co~endation for· FY 196~· thari' was reco;m~ended· for:'FY 1964.·/_\ .... ·r-.·\~:.\•:' r.; El 
: .. _.:.:•:·,··::'.!.·.-t,: ,:· •.. · ... ·..• . .•.· : •• . .••••.•. _.,., . • . .. . , . \:.e~A 

; ,)·,_./'.··<)·:r:~::··< .. ·Y:-·_/_.·.:: i ··. Together~ these·proposals ·would .in our judgment c~eat·~:.·a:/_·•' '~-I f\l 
••.• .. .-·.:·'_:··.'',: .. < : __ : . . :_· ·. : • · · . · •.• ,. -. · • _,_· • •. · .: , . \ •. · .· ... · .... · .,·_·.. · :· .. • . ...;; <:;?:.··. :ri 

somewhat improved impression of the foreign .aid progr~m· in the· Congress'.~·: :· .. -::' •. lt:1 
. •• . • • ·; . • ··:> _; __ . ·\·.-;/:./~.~--~-.·::. •. ~_; • . ., !H 

The program would look smaller• more tightly controlled~ better .. ,:.'.· _. ;: :-:::.}>< , • . f '.~ 
• ·:. . .. • ,,. • . • • . . . • -. . .. :. • - . . · '.. ::;<•(>.i:::~·}:_:,:,·::/:· .. ~::.·. ih . 

·: administere·d. But these proposals would ·not' constitute.·• the ."basic:_...;:--_\:(·=\.:!\{ >,J.-:· •. < V~ 
. ·. -: . . . . . ,. • . ·, ·.;' •• ' ; ' .. -. -.. . • ' : : . . . . . .• ..... ,, : /<:~)}+_/\ _ 1/·. ~t:! 
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off er.ed ·'in :the Congress':· (e. g .• ··s.toppirig all military aid. to;_ Latili' AmeriCai'::·r \ ··:," ••. ·.>· \'. ;'.~ I 
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arbitrarily limiting our.aid 'programs to fifty countries).:: ••• •. ::•_ .. ;'';'-: .:•::.; ::r-~·--· ·:::· I • 
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Consequently we believe that the foreign aid program 'for 

--_'fY 1965 ·presents a major legislative problem. one on ·i.yhich you will 

undoubtedly wish to have the advice of Congressional leaders, and on'e 

. which we would appreciate an opportunity to discuss with you at your 

convenience. 

The most urgent question concerns the Budget figure for, 

FY 1965.,. which should if possible be settled within the next ten days.:'.··,.··_"-.:·. 
• • \' ·' ! .• 

In addition. I beheve it is desirable at a very ea.:' ly date 

that the President instruct us to make a searching reappraim:i..l of_ th~­

programa _ and th:it these in.~tructions be made known publicly. 

I .' 



,o;i.-l> ;1.,,f _ .. 1i 
DRAFT. 
December 3, 1963 

:MEMORANDUM ON POSSIBILITIES FOR REV AMPING THE FOREIGN AID 
PROGRAM FOR FISCAL 1965 

rh~ memorandum addresses the .question: What changes should be •.. •. '..:-. • ... 

•• made in the foreign aid program for fiscal 196 5, .in ~ew of the exceptionally ·_-· • 

.controversial struggle over foreign aid in the Congress this year, and of· :,,. /.·. • 

·the explicit request by the Senate Foreign Relations Committee that the 

Executive Branch consider making major revisions in next yearYs bill. , ' 

' - ' 

,. · ... • 

• .. 
. ~.. ~ 

•. ·1 

: . 1 
t .-; 
•· . 

. , 
.. ' 

• } .. ~ 
,·,. ·1 

This memorandum. discusses in brief and summary ro1:z:n the major ·._·.<~_.,'." .... • ~-;· 

criticisms made of the program in the Congress, and our ~entative judgm,ents_ ·: .: .. •.• .• ·, : .. • 
' . ' 

as to what can and should be done t~ respond to them. 
, .... 
1,, .• 

The following paragraphs consider what seem to be t_he main lines . 

• of Congressional attack on foreign aid: 

. , - : the program is aimless and· endless; • • 

) - it costs too much; 

· • - other countries are not doing their share; 

the· program is too much a "government-~o-government" a.ff~r; - : 
. ' ' . . . .. : . 

,·.. .-

• .. - • it is loosely and inefficiently administered. ·<.,, 

1. It.is frequently asserted hi the_ Congress that the-_foreign aid:. 

program is aimless ·and end.less,. that. we ar~ helping _too many countr 
. . 

indiscriminately;-· : .• 

: '• • . • ' .. ~ ~· • . 
• • • I ~ ~ ~ ' 

. ', . ' .• 

"....,,-~-.$"-,;,. ,s- co~~Fmrn1m.t 
.··:;. ·i 

~. ' 
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The correct response to thi$, in our opinion, is that we recognize 

. the need for harder, sharper criteria in determining U.S. aid programsj 
) 

we have made considerable headway recently in becoming more discriminatir:ig 1,. 

• and selective; and we acce:~pt the responsibility to continue to move in this 

direction. 

As evidence of both action and intention, the following points can be 

made.· 
I 

In the 20 to 30 countries where over 80 percent of o·· r econ<?mic 

assistanc·e goes,· we are building U.S. programs aimed clearly at getting 

recipient countries on their own feet and ending U.S. aid ~s soo l as possible,,' .. -·· 

( but note that this is a process which can still be only. dimly outlined for -~ost'·. • 

countries, and which will range in time from a y~·ar or two to more than a·.·· 

. decade). 

In the 50 or so countries where our economic aid is small, our· 

•. aims have been reviewed and are clear and defensible (for example, in the 

13 former French colonies in Africa, v.e~y small amounts· of U.S .. aid are •. • • 

being p~ovided to make cleci.r. our support for their independence and .,-·, •. ·_ ' 

growth, and to permit them to receive far larger amounts of aid from _.._ • 

France without being politically vulnerable) .. 

in presenting the 1965 program to the Congress.,· we can and sho'll:ld 
. ' . 

emphasize our determination to terminate assistance to countries which have 

grown strong enough to do without it. Some sample specifics: 
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.. announce that FY 1964 will be the last year fo! Development 

Loans to Greece and Israel; FY 1965 for Taiwan, Mexico,. the Philippines; 

announce that we have ended Supporting Assistance to 

Turkey, and FY 1965 will see :further reductions in total Supporting Assistance,· 
. . 

_as ·part of the continuing shift from support o·perations to development_ activities. 

(But note that' we would be continuing many of our major • 

programs at high levels -- e.g., Korea, Vietnam~ India, Pakistan,· 
I , 

Turkey -- and we would be proposing to increase our total program in Latin 

America). 

in_ preaenting the 1965 program to the Congress, we can and should 

stres~ our increasing reliance on self-help standards as criteria for U.S. 

aid decisions. Some sample specifics: 

point to progress where aid has bee~· provided _on self-help_, • 

crite·ria., as in Chile and Colombia; 

point to U.S." withholding major aid where self-~elp criteria 

have not been met, a~ in Indonesia and Brazil; 
. . '. . . 

point to the establishment of the Inter'.""Ame.rican Committee 

. ,• ' 

for the Alliance for Progress_· as a step toward es_tablishing strongex: st~dards .. • 

• of self-help by the Latin Americans themselves. ·~ •• 

. . 

It is often asserted in. the Congress that .the foreign aid .prograni • <· • . 
• · · :, :r : · • • · ' ' , . · · ! , , • ·• • •. f ,> • · · · .· ·;, ··, ,: .. ,·:: ··., :;.1· • • • 

"costs too much. 11
••. 

2. 

t ., 



In actuality the cost of foreign aid today, in relation to the GNP., 

is less than half what it was in the days of the Marshall Plan. 

to the benefits to the Nation, all the responsible officers in the Execu~ve .. • .·· .,·. 

Branch co_nsi~er the cost very reasonable. 

Neve~theless, there is a serious problem with respect to cost. Ye~r 

after ye.ar, the President (Eisenhower as well as Kennedy) has sent a_.high_ 

request to the Congress; year ru:.ter year the Congress has cut the. request.· 
, , . 

heavily; and there clearly has been no resulting serious damage to the national 

interest. This pattern has resulted in an increasing lack of c~mfideri.ce on. 

the part of the Congress in the firmness of the President 1s foreign aid request~­

This is one .explanation for this year's deep cuts in the authorization bill ~n-
1. • 

the· floor of both houses. 

If the President considers it feasible, it would be highly desirable 

. to break this past pattern, by proposing to the Congress a moderately austere .- .• 

•. ~ 
rather than a generous - Budget figure for foreign aid. A request of ~o m<:>re ~i 

:.1 
• ' t~ 

. than $2. ~ ..:. $2. 6 billion for economic aid might be desirabl~~ in comparison L1 
. . ' . ; 1 

with the FY 196 4 request of $3. 1 billion. . (If the mill tary -8:1~ request ·:: ' :i, •,· :-:_: __ '. -\',I 
were $1. 2 billion, the total foreign aid request for FY 1965 would be $3._6 .~ • \J 

" ... ·; ' ', ~ • ' : .. . .• J 
$3. 8 billion, compared to ·the 1964 request of $4. 5 billion.) • • · :-~~ 

· .. : • , , • The main question about· proposing such a 'figure would be· whe.ther ·:· . · /. ·.\ 
• • : • • !, '•·: 

Co~gress would. reduce it so much in ·t1:1e. course of_ legislativ~ act~on'·~. t~ ~isk 
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,-· ., • serious damage to U.S. interests. Perhaps it would be possible for the'_. 

; ,I 

President to seek an advance agreement with Congressional leaders· on 

an approximate final figure before submitting his Budget. If this were 

. • • possible> it wou.ld not only represent a major advance in handling the· foreign 

.•.aid program. iuore realistically in the Congress; it might also assist in •.'.· \·:.-_
1

• 

. reducing the potential length and controv:ersy of the Congressional sessi.C?n .. . . 

in an election year. 

Another change, not so much of substance as of form, m.ay elso 

assist in making the cost of the program more acceptable to the Congress. 

• This is the proposal, recommended by Secretary McNamara, to place the 
,\ .. 

econo~ic and military assistance programs in separate bills> the latter ~ -~ 
'I•; ' 

' to be considered by _the Military Affairs Committ~es of Congress. In 

addition to this shift in legislative responsibility, ·secretary McNamara ·: ·.i • •• • 
. ' .,. .. 

proposes to shift some activities from the military assistance budget to. 

the regular Defense Department budget. Senator Fulbright has_ advocated: '."_ 

splitting off military from ec~nomic aid. Other members of Congre~~- •. ··,-·:.. 

particularly _in the House, have opposed this in the:past; the_ir. present</ .• •• ... 

position is not known .. 
'. ..-r • 

: 3. It. is .ofte~ asser~·ed in the Congr~ss that·: other a<.ivan~eci' c·~un_tri~s 

are not carrying their share of the aid burden'. ··., . :· • . ·: •• • .. •• 
,. • ~ • • • I • ' •':' I • • • • • ''r ' • ,'• ' ; : 
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The facts are that in proportion to their national incomes, other 

advanced countries on the av:erage are provi.ding as much. foreign ~d as is :.: ·,.-r •• 
• \ / 

. . 
• the United States. However, certain countries are providing much l~ss 

than the average (notably Canada and Italy). And all of the other countries 

except France provide their. aid on harder terms than we do, We have 

' • • . 
accordingly been urging other countries to enlarge their aid programs, and 

particularly to soften their aid terms. (Some notable advances during· 1963 ·­

notably by the UK and Canada -/can_be pointed to~ sending the 1965 program 

to the Congress.) 

The Senate Foreign Relations Committee has suggested that the United 

States should spend more of our foreign aid through international financial 

institutions, in order to call forth larger contributions from others.•. We have 
t ' 

recently completed a negotiation with other advanced countries to enlarge and 

to extend for thr·ee years ( 196 5-67) our joint commitment to provide· resources 

for the International Pevelopment Association (the "soft-loan window" of the 

World Bank). This negotiation was long and difficult, and those who conducted· 
' . . ' 

it, (mainly Secretary Dillon and Assistant Secretary Bullitt),· are sure that 

the British, Germans, French, an~ others would be quite unwilling at pr,es_ent 

to increase their contributions ·to IDA .. 

Nevertheless, in deference t(? the attitude of those in• the Congress who 

favor more use of international cha~els, and in recognition of the agreed • 

desirability of some further shift in that direc~ion, •We suggest that the President 

• <. " 

make two proposals: 

r" 
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- to offer to c·ontriqute more U. S. funds (up to 100 million dollars) 

~o the IDA. Our share of present IDA funding is about 41 percent. Our. 

sug'gestion would be th.at we offer to put up funds equal to 40 percent_ 

of any total ir crease that could be negotiated by the IDA with other governments. 

- to propose an increase (up to 100 million dollars) in U.S. funds • 

available for II soft" lending through the Inter.:.American Development Bank. 

T~s would be accomplished simultaneously with a merger of the Social 

Progress Trust Fund and.4:he Fund for Special Operations - the two present 

"soft windows" of the IDB. The U. S. funds would be partially matched 

·by funds from Latin American countries. 

There have been some suggestions in the Congress that we should put 
.. 

more of our development funds through international channels, regarp.less 
t .-

.·. 
, . 

of matching. It is doubtful that there would be a cooensus in .the Congress in [. !~ 

favor of such a course. Informal discussions with George Woods of the World 

Bank indicate that he would not want to receive large µnmatched amounts of . 

. US funds to administer. 

Moreover, we should not overlook the fact that bilateral aid serves U.S. 

interests better in- many cases than multilateral aid.-. There are some 

situations (Vietnam., Korea) which cannot pe handled through (present) multi-.· 

lateral organizations. The US .can and _should _move more flexibly i~ many 

situations (Brazil., Boliyia) than the Worid_B~.could.: • And U. S._.priorities 
•. •• • • I·, • ,.·. ~may .. be 

, ·:· / . •• . ,..• .: ·4.. :- ' •. 

r ... 
! : 
! ··.-: 
r. :i 
; 
I· 
I 
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quite different from the World .Bank's priorities (Latin America vs. 

Africa_, for example). We do not believe, therefore, that the President· 

should give unqualified support to multilateral financing of assistance. 

4. It is often asserted that the foreign aid program is operated 

too much on a "government-to-government" basis. 

The basic response to this should be, in our opinion, that 

we are doing far more than is gene.rally realized to give direct 
, 

. support to private activities at' the grass roots level, (many excellent examples 

can be given, ranging from the savings and loan ass(?ciations stimulating 

private home ownership in Chile, to the rural development program as an 

integral part of the strategic hamlet program in the countryside in Vietnam) . 

. many of the "governmental" activities we are ·conducting are 
' ' . ( . - . 

necessary to provide a basis for private activity, (transportation, education, 

power, for example); • 

we do agree· that there should be greater emphf:l.SiS on using 

private resources iz:i the aid program: and stimulating private initiative in 

aided countries . 

. In this connection, a number of actions and intentio~; can be referred 

to by the President in presenting the FY 1965- program. Some sample specifics·:· 

. point .to the ·work we have been doing wit!l the REA coc:>ps an~•the 

U. S. savings and loan associations in establishing_ parallel. organizations. in 
.. ' ; ' ' 

·.' 
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Latin :America; 

- point to the sharp increase in investment survey grants, to 

the large number of new investment guaranty bilateral agreements, to 

• increased activity in the Cooley Loan program, ·and to the rising trend. of 

U .. S. business inveatment (in manufacturing ·and service industri- s) in . , • 

Latin America and elsewhere; 

.- announce the submission to .the House Ways and ·M€'BJ.1S Committee _· 
. , . 

• of the Administration's investment fax credit bill for investm.ent in less 

developed countries. 

5. It is often asserted in the Congr~ss that· the aid program is .. , _,. 

loosely and inefficiently administered . 

. The basic response, in• our opinion, $hould be to agree that, while 

some action has been .taken: to improve the admini$trative efficiency of 

AID, much more needs to be done. Some sample specifics, to indicate. 

how improvement. is expected to be achieved: 

- • announce the establishment of a management eyw-c:J.uatibn unit, • 

to· review continuously the program's and staffing of AID field missions; as 

•• recommended in the McGee report; 

; - announce a com·mitment to review .the staff of AID py a specific 
'. . ' . ' ' 

amount,. to be achiev~d partly by eliminating_ marginal people and· positions, 

and partly by a further shift from ~irect hire to c'ontracting in carrying·out 
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technical assistance proje'cts .. (But note that there need to be increases in 

some types of pers?nnel, such as loan officers, auditor.s, and staff in 

Washington and the field concerned with private.business activities.} 

.. announce a pr gram_ for upgrading the quality of AID per .. onnel, 

including better trt ir.dng. and expanded use of selection-out authority; 

.. announce a .series of steps to upgrade the quality of our technical : 

as.sist.anc ~ ~vork., including more careful pre-planning,. b~~tter" ,·1valuation 

during execution, and greater reliance on expert agencies, in and .out of 

• government, for conducting projects. 

- point to the completion, during 1963, • of a major review and codification 

of AID procedures and:rnethods; 

• • - point to the closing of Missions (Yugoslavia, Surinam, British Honduras) 

and the ·elimination of Mission Directors (Gabon,. Ivory Coast,. etc.) as evidence 

of our deijire to do ol,lr w~rk with a minimum est.ablishment. 

(But note that we would not propose a major reorganiz~tion. Such a 

reorganization was made in 1961. It established .unified administration of 

: capital and technical assistanpe in a single agency, responsible directly _to 

: the Secretary. of State ~d the President. A further ·reorganization now is• 

• • .urinecess?,ry, would set back effo.rts to increase· efficien'_cy and would be:.· .. 

very harmful _to.morale in this already mich ~-reorganized agency.) 

.... 
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Other Aspects of Next Year's Presentation 

In addition to the consideration ·of substantive changes in -the 

program, as discussed above, attention nee~s to be given to the most 

effective presentation of the program as determined by the President. 

Among others, the following steps wo'uld seem desirable: 

1. Beginning very soon and without generating expectations 

of great changes, there should be public indications hat the President has 

asked that serious study be ~evoted to po_ssible chang·es. ·Eif.i'orts s·hould . 

be made to engage key Senators and House members in discussions on· 

this subject for the purpose of establishing more fully what they may· • 

desire, indicating the many problems concerning their suggestions of 

which they are not aware, and. assuring them that their opinions are botn 

desired and carefully considered. 

2'. Along with the elaboration of program chang~s next year, 

ther~ should be an affirmation of the basic changes made i~ ·the 1961' _. 

reorganization and also of our continued strong backing of sound multi~ 

lateral aid insti~utions. If carefully balanced_, this will provide the 

opportunity for elaborating important facts of whi~h the ,~Congress is still 
... 

not well aware, and will-protect us. from charges that we are trying to 

deceive Congress that we are making profound changes ·w~en in fact we ... ·':: 

are doing less than that. 

3. A carefully-designed public information ·campaign designed 

to emphasize an improved program would be necessary, along with 

Presidential efforts to get m~xi,~·n.1:1 _fJ,'i1T ·~lsio~al backing for· next year's 
' - \~ I· ,,, . ' . ;1 ,\ . I 'J I ' ,.t . 

•.'ii•:••,, : I, ',,, • •' 

p.rosram. I p-art,cular1 w .. '-Voul 1101.e the President would give 
-----~-..,._,---~-··---·-··~·-

' I I' 

'·· 
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careful consideration to attempting to encourage certain key Senators 

and Congressmen to mut_e their criticism or perhaps even to support the 

·•program. 

Davi~ E. Bell 

,. 
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MEMORANDUM FOR November 26, 1963 

THE PRESIDENT 

Here is a much clearer analysis of the 
aid bill problem by Dave Bell. He thinks he 
has the situation well in hand, but a personal 
word from you to the leadership on the four 
key issues (aid level, MFN for Yugoslavia/ 
Poland, Hickenlooper and Gruening Amendments) 
would certainly nail these down. 

The most important question of all is 
whether the appropriation its elf will now be 
cut the usual additional amount. With the 
Congress already having lopped off around 
$1 billion, you might want to get a firm 
commitment--;_:ight now that the leadership 

/ will stop Passman at the level you want. If 
we end up too much below $3. 5 billion for 
FY 1964, we just won't be able to carry out 
the kind of foreign policy you want. 

~w.~ 
R. W. Komer 

- SECRE'r 



OFFICE OF 

DEPARTMENT OF STATE 

AGENCY FOR INTERNATIONAL DEVELOPMENT 

WASHINGTON 

ov 2 196 

THE ADMINISTRATOR 

NOV 2 6 

MEMORANDUM FOR THE PRESIDENT 

SUBJECT: Senate-House Conference on Foreign Aid 

The conferees met last Thursday and Friday and plan to meet 
again tomorrow. Thus far they are going along very well with our 
recommendations on the points at issue, and we do not believe your 
intervention is required at this time. 

Major differences remaining to be resolved 

1. Fund level. The Rouse figure was $3. 5 billion, the Senate 
$3. 7 billion. We are asking for a little better than an even split. 
Our figures are shown on the attached table. 

2. Most favored nation treatment for Yugoslavia and Poland. 
This is in the Senate bill but not the House bill. We strongly favor, 
and think the conferees will agree. The real question is whether this 
will be knocked out of the conference bill in the House on a point of 
order. 

3. Hickenlooper amendment extending his own anti-expropriation 
amendment of last year. His new amendment would do three things: 
(1) require us to cut off PL 480 and Ex-Im Bank loans as well as AID 
loans and grants; (2) explicitly add contract nullification to ordinary 
expropriation as a cause of aid suspension; and (3) authorize the 
President to use the Foreign Claims Settlement Commission in 
determining the value of property taken. We oppose all three changes, 
but only the first - concerning PL 480 and Ex- Im Bank aid - is of 
primary importance to us. The main question is how much we can get 
the conferees to agree to, and here we expect to be guided mainly by 
Senator Fulbright. 



-2-

4. Gruening-Farbstein amendment cutting off aid to countries 
engaging in or preparing for aggression. Identical language was passed 
by both houses so no change can be made in conference. We are proposing 
language in the conference committee report, on the floor of both houses when 
the conference committee report is being considered, and by the President 
when he signs the bill to make plain that: this amendment will not automatically 
bar aid to the UAR or any other nation, and that any Presidential determination 
of "aggression" on the part of any country would have to be weighed most care­
fully because of its profound and far-reaching legal and political implications. 

5. Kuchel amendment cutting off aid to countries claiming extended 
territorial waters and interfering with U.S. fishing vessels in those waters. 
We strongly oppose, and think the conferees will agree to deletion. 

6. Adair amendment prohibiting assistance after December 31, 1964 
to countries which do not sign a bilateral investment-- guaranty agreement 
with the U.S. We strongly oppose, and think the conferees will agree 
to deletion. 

7. Lausche amendment removing Presidential waiver authority on 
possible aid to Communist countries. While we have no plans to use such 
waiver authority, we strongly oppose such a rigid provision, and think the 
conferees will agree to its deletion, as they did last year. 

8. Development loan terms. Both houses adopted amendments 
requiring a hardening of loan terms, but they differ on specifics. We are 
seeking the "softest" compromise that is possible. 

9. Fulbright amendment authorizing research and assistance in the 
field of population control. We do not need this amendment to do what we 
think is appropriate in this field. The House conferees are likely to oppose 
it. We have taken no position, pro or con, and expect to hold to this 
neutral stand. 

While we expect to be able to resolve the major conference issues with­
out the President's direct intervention, we would hope that any convenient 
occasions might be used to stress the importance of a strong foreign aid 
program and of leaving the President's hands free of arbitrary restrictions. 
Furthermore, if the President is in conversation with any of the conferees, we 
would hope he might discuss some of the issues covered above, particularly 
the first four listed. 

We will be following the present memorandum shortly with a memorandum 

'

on the problem of obtaining an appropriations bill not too far below the 
authorization. 

~~~ 
David E. Bell 

Attachment 



AUTHORIZATION BILL, FY 1964 
(Millions of $) 

House Senate 

Development Loans 
(Africa and Asia) 900 950 

Development Grants 
(Africa and Asia) 217 225 

Alliance for Progress 
(Loans and Grants) 450 600 

Social Progress Trust Fund 200 155 

Supporting Assistance 380 380 

Contingency Fund 150 175 

Contributions to International 
Organizations 136 136 

Administration - AID 54 52 
State 3 3 

Attachment 

Proposed Adjustment 

950 

221 

525 

178 

380 

150-17 5* 

136 

54 
3 

American Schools and Hospitals Open-ended 19 or 
Abroad 12 (26) Open-ended (26) 

Military Assistance 1,000 1,000 1, 000 

3, 502 3,702 3, 61 7 - 3, 6 49 

* The figure preferred here will depend on whether the conferees will 
endorse a carryover of $117 million of unspent FY 1963 Contingency 
Fund monies, which would be in addition to FY 1964 monies for this 
purpose. 
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. :·, ,,;JtilI·: 
:"~f~~ ~ . 

•' •.. '' ·: ~• J • ,l 

Th roimorcomo:2.t of o~ b once o! payme&t .. ooit . :_ ....... ,.,,,,1 .. 
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Tha proposed eale ot wheat stlll d~pendo upou-i· • 
negotiations betw-een tho Soviet Government an~ 
private traders. The avdlabillty of credit on/·, 
normal commercial torm, may be a central element. 
ln thla negotlntion. The lntere sts ol the United 
States will bo adva11.ced by a auccc·asful completion . 
o! this sale. The American !armer, tho Amerlcnu 
exporter, the Amorlcan ahipplng and railroad industry~ : 
and the American c1tizcn concerned wlth the stl"ength _ -: •,: 
of our balance of payments po31 tlon ahould all support.,· ·: 
tbla proposed sale. The guarantee of the Export- •• 
Import Bank is a. normal eloment 111 a transactiOtl of __ •. ,­
Wa co:rt, _and to prevent such a guarantee by a 
leghlative rider at this delicate stage of negot1at1ona 
would bo an act agalnat tho natlonal lntereet. 

Sl11ceroly, 

Th Honorable Milr..e Mansfield 
Unitod States Senai, 

Wa:shinaton, D. c . 

.. 

John r. Kermedy 
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