October 13, 1970

A Prcliminary Plan of Action to Assist in Implementation
of the President's Message on Foreign Assistance

The initial cfforts have been to identfy specific actions to improve
existing agency operations and to conform them more closely to
the Presiarnt's new concepts and approoaches, Concurrently we
arc underiaking additional fact-{inding and analyses to respond

to the requirements for specific legislative and budgetary pro-
posale for congressional consideration,

A numbeyr of study papers have been prepared and specific assign-
ments have been made o deal with some of the transitional problems.
Attached is a list of assignments to date and their stalus,
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Prepared By:

Baruch, AA/A
Berlin, PPC
Vernon, ENGR
Williams, A/CONT

Shute, A/CONT

DeAngelis, A/MP
Long, AA/TA

Wood, A/AID

Lyman, PPC
Crowley, PRI
Behoteguy, AA/A

Daspit, AA/TA

Prog. Activities/Approaches White, NESA

Legislative Structure-Barna- Hoskins, GC

cles

Controller Operations

Flinner, A/CONT
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SUBJECT

International Development
Corporation

international Development
Institute

PRELIMINARY PLAN OF ACTION TO ASSIST IN IMPLEMENTATION
OF THE PRESIDENT'S MESSAGE ON FOREIGN ASSISTANCE

SPECIFIC ASSIGNMENTS TO DATE

a. Develop a specific plan of action for A/AID
approval to move increasingly toward centra-
lization of A.I. D. loan operations

b. Locus of Housing Guaranty Program

c. Role of NAC

A

d. Administration of Engineering functions

e. Funding methods

f. Financing methods

a. ' Identify major issues which must be addressed ;_ _’

to develop implementing legislative and budgstary
" proposals., - e

b. Expanded use of contractors

c. Review of grant management

d. Research functions

e. Technical Assistance to non-AID countries

hl
1

_Analysis underway

STATUS ACTION OFFICER

* Lustig, NESA (with
f Taubenblatt, EA; &
‘\’_Eaulisch, VN) - - - -

Draft being prepared

Staff paper previously \—————~—'-'~-—"“‘ - T
prepared by Baruch, AA/A

Staff paper previoualy
prepared by Berlin, PPC

Staff.paper previously
prepared by Vernon, ENGR

Staff paper previously
prepared by Williams, A/CONT

Staff paper previously
prepared by Shute, A/CONT

‘Draft being prepared. Levick, AA/TA

Draft staff paper prepared
by DeAngelis, A/MP

Kitchell, AG

- '
Staff paper previously prepared
by Long, AA/TA

Staff paper previously pre-
pared by Wcod, A/AID ¢



DR, SUBJECT

3.

Security Assistance.

R 2% .'1'73

4.

5,

Personnel and Manpower

Program Activities and
Approaches

SPECIVIC ASSIGHNMENTS TO DATE

f. Title IX - Socizl and Civic Development

!

g. Relations with Private Organizations

o
‘

American Schools and Hospitals Abroad

i, Rescurce Skillse Gap
——————— e L .

jo Funding methods
£

k. Financing methods
5 1 e TIIEI0Cs

Subject being addressed by fInder Secretary's Committee; A, I, D,
Williams witk Lloyd Jornes, PPC, serving on Interagency Working Group and Andrew Westwood, VN Bureau

detailed full-time to group.

a. Develop plan of action for A/AID approval to
address problem areas in personnel manage-
ment during transition period.

b. Develop data and analyses on A, I, D, personnel
system and manpower utilization, necessary
to the work of an external group.

a, Summary of majcr points on development
assistance contaired in Peterson Report and
in the President's Message on Foreign
Assistance.

ACTJON OFFICER

STATUS

Sta{f paper previously
prepared by Lyman, PPC

Draft paper previously
prepared by Crowley, PRI

Staff paper previously
prepared by Behoteguy, AA/A

t2ff paper previcusly
prepared by Daspit, AA/TA

Staff paper previously
prepared by Williams, A/CONT

Staff paper previously
prepared by Shute, A/CONT

(McMakin, A/MP
Dragon, GC)

Staff paper prepared by .
White, NESA

steering group under Deputy Administrator

Johnston, A/PM with
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Methods of T'unding

.

Authority to incur expenditures in the Federal Government is provided
by means of: '

- Appropriations payable out of Treasury noneys

- Arpropriations pavable out of or contingent upon receipts
from specified scurces

~ BAuthorizations to use collections without the formality of
Y an appropriation

The appropriation process is the most commonly used method of obtaining
funding authority. Appropriations do not represent cash actually set
aside in the Treasury for the purposes specified in the appropriation
acts; they represent limitations of amounts which agencies may obligate
during the time specified in the respective appropriation acts.

There arc seven main types of obligational authorizaticrs or appropriations:

1. Annual (or current or one-year) appropriations. Most appropriation
in the Federal Government are available for one fiscal year for the incurrin
of obligations, with obligating authority expiring at the end of that year.
The delivery and payment pcriod may extend indefinitely thereafter.

2. Multiple-year appropriations. These resemble one-year appropriatior
except that obligations may be incurred for specified periods greater than
one year. The type cf appropriation is used only occasionally, for programs
of a seasonal nature ¢+ for those nonrecurring programs that do not fit into
a fiscal year patter...

3. No-year appropriations. These appropriations are available for
obligation and expenditure until exhausted, or until the purpose of the
appropriation has been accomplished. They gencrally apply to (a) long-term
construction projects where a series of periodic awnropriations would add

.little or nothing to Congressional control, (b) lonyg-lead procurement
programs, or (c¢) other special, non-recurring situations.

\,\\ [
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Contracting authority is particularly susceptinle to this arcurent.
In House Report 21C, 85th Congress, the ilouse Conmittee on Arpropriaticns
stated the followiag: '

"Contract authority is a workearle device but not the most
economicel. It is an o0ld and faniliar frizna to the
Committee on Appropriations and the Congress. It was used

extensively for meny years. Tt has been fcund wanting. It
was gencrally abandened in apprepriation hills back in 19051,
although its use is growing in substantive lsgiclative bLills.

M
by

rent, 1t tends to

-
-

Far from contributing to cconcmy and retronc

the President and

the opposite cffect. It ties the hands of
the Congresc in making up and considering future apprepriation
budgets by introducing undesireble rigidities into the budget
picture. It is a snare and a delusion. I%s "appeal” is one
of the principal dafccts. It is often viewzd as "mercly an
authorization” with tlie conceguent tendency to pass over it
rore- lightly, to fail to give it the same thorcugh exanination
as a direct appropriati.n. Psychologically, the situation can
be likencd to a charg2 account at the store - relatively easy
to open because it is not necessary to have the cash in hand.
Moreover, subseguent aovpropriation recuests to pay the bills
incurred under prior contract authority are freguently viewed
as being beyond reach - the attitude that 'we have no choice
but to pay the bill'. That has been the practical effect of
using it in many instances."

Revolving Funds

The method of obtaining expenditure authority, as through the appropriatio
process, should not be confused with the system of control used for earnar
ing and accounting for funds. These systems are often identified as "fund
The great preponderance of Federal business is conducted from the General
Fund, into which a.& depnsiced all receipts not earmarked by law for
specific purposes.

Of significarze for our purpose is the fund category termed Revolving Fund
These are funding systems authorized by law to finance a continuing cycle
of operations in which expenditures generate receipts and the reccipts are
available for expenditures without further Congressional action. Activiti
using the revolving fund mechanism are usually of a commercial or business
type. Each Government-owned corporation operates with a revolving fund.

The budget of a revolving fund contains approxinrgiely the same detail as
that required in an annual appropriation budget submission. However, it
is contended that the revolving fund arrangement allows a clearer presenta
of expenses and revenues, provides a simplified firancing and funding
structure, and provides increased operating flexibility {assuming the
cognizant Congressional committees allow it).
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Options

The Presidential Tast Force in International Development recommends a mix
of funding authorities for their proposed levelopment Dunk and Ikvelopment
Institute involving the following: '

- No-ysar eppropriations to allow lonz-term grant and concessional
loan cormitmants without fiscal year pressures

~ Authority to horrow from the public, for intermediate concessionary
loan purposes

e

~ Permenent appropriation of intercst payments and repaynients of
principal on cutstanding luans of AID and predeczsgsor agencies, to

to cover the differentigl tetween borrowing axnd leniding interest rates

Other options are obvicusly open. A proposal has been offered that the
Development Bank program be funded through rulti-year authorizations and
annual appropriations; and that the Development Institute's research program
be funded through the earmarking of a portion of receipts from interest pay-
ments and principal repayments,

Another proposal, with interesting implications, is to establish a special
development fund from customs proceeds in imports from less developsd
countries, While preferential treatment for LDC esports has met political
opposition, the attributicn ofr these duties to added developnent acesistancs
might be appealing toc interests of both the LDC's and the U.S. If this
proposal has not teen studied, it is suggested that an analysis be made of
the amounts of the duties involved and the feasibility of their attribution
to a development assistance fund,

Any nuiber of other mixes could be developed using the various types of
authorizations and approyriations, While the methods sugpested by the
Presidential Task Force 1z, incorporate the more desirable funding elterna-
tives, one might question :he practicability of these choices in the present
Congressional environment, It seems likely that our bilateral assistance
progrem will continue to require presentation ard Justification in the
annual budgetary processes, If this assumption is accepted, the options are
narrowed and become less meaning®™il, It might then b2 more desirable from a
flexibility standpoint to avoid earmarking of funds for spzcific purposes,

It might be more feasible to consider the establishment of a revolvi- 1 fund

for each organization, with initial capitalization proviled by appropriations -

a fungible mix of no-year appropriztions, borrowing auihority, and receipts
from' prior year loans - and with annual repienishments to the capitalized
level, Additional authorizations would then bs required only for augmenting
the revolving fund capitalization.

~>
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Program Iinancing Methods .

UL T . .
Thes attached paper describes various program financing frethods -

. .and discusses their probeabile vsefullness to the ¢éntitices that
“are czpected to operate undéy the anticipeted reorpanization of -

foreign assistance. While the descyiptions arc in terms of
A.L.D. operation, sowe of the methods are used extensively by
other apencies. : : : : - )

I hope to send you some new proposals cn program financing
within the next two weeks. '

Attachment: Standaid Program Financiig Systems and Theif Probable
- vUsefulness Under a Reorganized Foreign Assistance Program

Buy U.S. Savings Bonds Regularly on the Payroll Savings Plan
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Standard Progian 1|ﬁxnf| fullness

Under a
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Syatemns and

Probable

This paper describes the progrem finzncing sysiews currently used
by A.L.D., lists thair spectal advinteses and disadveniages, aud
estimates theiv uselullnese to tho eaviticu : 18 operate
vnder thie probable reorvganization of foreign assictonce. By
Yprogram ifinancing systens' we moan the arrangenont

Joan and grant program {unds arc poid out te aid recipicnts or to
suppliers,'contractors, U.S. government agenclies, etc. that provicde
gqus and services for aid reciplents, :

A.I.D. seens to employ a greater variety of anonc'nv svslems
than. most ascistance donors. While the new assistance entitld
may fmodify the methods which A.I.D. has used or wmay devise some
completely ncw systems, the experience of forcign aild suggrests
that the prepondent share of the funds that the new entities

use will be paid out under two or three of the systems nou used
by A.I.D. The expericnce of some of the other lavge {oveign
assistance agpencies supports this conclusion. Tor cxonple, the
World Bank group disburses all its assistance under tvo systens,
letters of commitment ("agreements to reimburse banks™) or by
direct reimbursement. EXIM bank also uses only these two systems.

able 1 shovs the percentage distribution of A.I.D. expenditures
in FY 1970 by financing methods. About 69 percent of program
funds werce paid out under letters of comnitment. Expenditures
by direct rcimbursement accounted for about 16 percent of the
total. Thus approximately 85 percent of all A.1.D. expenditures
were handled by thesce two financing methods. ' ‘

Table 2 presents an estimate of the usefullncss of the vavious
financing systems to the different entitices that ygould opcrate
under the anticipated reorganizativn of foreign assistance. Tor .
the Bank and the Forecign Assistance Bureau of State, bocause of
the diversity of some of their programs, scveral financing -
techniques may be highly useful ecacihh for a different f{unction.

C/FPS:JShute:bm
7/15/70
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Estimated Porcentapes

TADLE L

of A.T.D, Thnds Dicsborsed

by
Various Financing Methods 'Y 1970
Letters of Commitmoent 66.97
Direct reimburscaent 16.3
To Contractors 5.3%
.e To Dorrower--Grantees
. and Voluntary Agencies 1.3
To U.S. Govi. Agencies 9.7
16.3
Federal Reserve Letters of Credit 1/ , 7.9
Special Letters of Credit 5.9
(For Direct Program Payments) '
Letters of Commitment to Suppliers : 1.0
- Total 100.0%

l/ About 50% of the payments

under Lhcf5—TRLC s went fo_IﬁB for

releases of the Social Progress Trust Fund.
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Special Advantages of the letter of Commitment syston

1. It is a relatively simple system well adepted to standanrd
commerceial practices.

2. Tt makes vse of privaie trade in the finuncing process,
i.e. the letter of commitmoent bavk.

3. The screcning of the commercial documents by the bank is

* "an additional protection to A.1.D

4. Supplicrs are assurcd of prompt payment.

Special Disadvantages of the Letter of Commitment System

1. If cormercial lettews of credit are not normally uscd
for the transacticns [inanced, theve will be costs that
would not othecirwisse occur, i.o. the bank cherges. In
most instances, there are coapurable costs that may not
be recopnized under the non-letter of credit arvangements,
i.e. timo drafl interest coste, the fwmplicit costs of
payments made at an carlicr dite than wvould be ncecessary
under letters of credit, ete.

Usc of Letter of Commitient Tinencing Under the Probable
Reorganization of Foreivn Assistance

1. The Barik

The system is well adapted to the types of assistance
that the Bank will make available. :

2. The Forcign Assistance Burczmu in State-

The system is ideally suited to the commodity program
assistance and the voluntary agency freight payments
to be handled by the Bureau. It will have little
value for use with Public Safety prograws. It may be--
a uscful instrument for financing military assistance
and some disaster relief programs.

3. The Institute

' q
Letter of commitment system will have limited appliability
for usc in the programs that the Institute will undertake.
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4, 0.P.I.C.
The system will be useful.
5. I.S.D.TL.

The system will probably pe useful.
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Divect Peimbursement Jlinancing

Mhe Operation of Dircet RNedmburs Finonecing Under the

ALY, Progran

There has been a wide fluctuation in the use of divect
reiwbursemcot as a financine technigue by AL D, ond its
pradecessor apencies.  In the very carly days of foreign
aid it was vsed extensively to {inance commodity imporc
Erograms, but its usc for this purzpose has now declined
to an insigniflicant level.

'
Tt is necessary to distingulsh betveen several types of
direct rcimburccment: (1) tho'vvvrcw undedr whiich the aid
recipient (borrever/grantee) initiclly pays for the goods
and services required under the pregram and, at a later
date, claims reimbursement dircctly from A.1.D. (2) the
dircet roimbursement of controctors by AJL.D. for services
performed (3) the divect reimburscwment of U.S. government
agencice by A.L.D. for scrvices performed or procurcnent
undertaken,

From the point of view of the aid recipient, the great
disadvantage of direct reimburseunent of the borrower/grantee
is that it is out of pocket funds frem the time it pays [or
the goods and services until it is reimdbursed oy A.L.D.

In using direct reimburscement for technical assistance, the
Agency is usually denling with non-profit and often small
organizations. For thesc reasons, direct reiwmbursement

for technical assistance is frequently associated with
advances or revolving funds whiclhr obviate the financial
burden that the system would otherwise impose. Only in
rare instances have advances been wmade when direct reim-

Dbursement has been uced to finence program assistance.
O

Here the amounts involved are very large and Lhc immediate
balance of payments cffect is adverse. (Nedther IBRD or -
EXIM make advances when using direct reimbursement.)

Since reccipients of program assistance wish to be sure that
they will have cnough eligible transactions, they have
“generally applied the conditions ququCd for £.:7.D. financ-
ing to broad classes of all imports, cven thoug!: only a
fraction of these may eventually be financed by A.I.D. This
approach may work to the general disadvantage of U.S. foreign
trade. '
In considering a suggestion that many of the problems

1)

associated with the prior approval of commodities to be

\'f



financed wnder program ascistance (Sextion 604 (L) FAL) could
be eliminatcd by the vse of dircet veimbuzsement, the Office
of the Cont.sollier solicited the views of the Regional Bureaus,
PPC, and AVROC. Uithout cexception thewe offices opposed any
move Lo expand the usc of direct reinmburicnaent.

In theory, the use of direct reiwhbursement for program assis-
tance should by reduvcing refund clain:, redece incidents

thot create i11-uil1 vith cooprrating countries.  In practice,
this result docs nol follow, pricorily becavse new gources of
irritation aricc. While 2 cocperating councry way wait for
menths before presenting transcetions to AJL.D. for 1zimburec
ment, it veually expects immedizie payment. Experieace indicntes
that on the average, it requives ten days to comple.c the
minimal roview necessary to support reimbursemcnt. In addition
it is dmpractical to complete all aspects of the AVTLD. revicw,
e.g. the price analysis, prior to reimbursing the borrover/grantee
so that rcfund requests may still be necessary at a later date.

Special Advantagyes of Dircet Reimburscmont

1. Prior screecning of transactions helps to reduce refund
claiws.

2. If the only feasible alternative is letter of commitment
financing, therc may be a reduction in bank charges.

3, - Under program assistance the prevalidation of commodity
elipgibility can be eliminated.

4. Disbursement of assistance funds is delayed without
detrimental effects on the .program so that the real
cost of assistance to the U.S. is reduced somevhat.

5. It is well adapted to the. financial capabilities of
non-profit and/or small technical assistance contractors.

Special Disadvantages of Diyect Reimbursement

1. When used for program assistance the recipient country
must pay out its foreign exchange in advance of the
receipt of assistance. . .

2. TFor program assistance the requirement of assistance
financing will probably be imposed on far more imports
than'wa;rantcd by the size of the assistance program.



D. Use of Direct Tolchursement Under the

-8er

rabable Reorcenjzation

i

of Toveiym dgs

1.

The Institute .

The bBank

It would be a useful system in approximately the same
degree that it is useful to AVI.D.

_The Yoreign Assistance bureau in Staote

It would not be a useful financing technique.

It would be a valuable method of financing certain technical
assistance programs.

0.P.I.C. .

It is probablé that some furm of dircct reimburscment
will be used cxtensively.

I.5.b.I.

. ) ~

‘It would be a ugeful financing method.
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Letteys of Comnmitwent to Supplicrs

The Idperation of Leticrs of Conituwent to Suppliers Finaucing
Under thoe ALT. R, Prociron

ot At

The Letter of Commitwent to a supplicr is an agreement under

which A.TL.D. promisces to reimburscce a supplier vhoe provides
goods and services in accorcance with 31(v1f1cd conditions.

PO

These letters of corwitment state, in coensiderable deteil,

the conditions thot the supnlicr nust saticfly din order to be
reimbursed. They «loo contain a provision V:Lm}ttJr" ATUD.
to deduct from the nmount due the supplicr undzer the letter

of commitment any ocuwount that the supplicr owes to A.1.D.

The supplicr prcsenus a voucher and other required documents
directly to A.I.D, in Washington. The transcoction is revicwed
carcfully and if found to be eligible, A.T.D. instiicts
Treasury to pay the supplier.

Letters of comnitment to supplicrs are used only when there

is need for A.L.D. to cxercise special precautions in financing
transactions. At the present tine, the sole use of the system
is for financing fertilizer and dits ocean transportation.

“

Special Advantages of Letters of Commitment to Supplicrs

The special advantage of the device is that it permits A.I.D.
to revicw transactions in detail before the supplicr is
reimburced. Direcct reimbursement also affords this advantage;
however, where the size of transactions tends to be large

(a shipment of fertilizer may cost $500,000) and where
expericnce shows a high incidence of troublesome transactions,
letters of commitment to suppli¢rs obviate  the difficulties
that would be created by A.L.D.'s refusal to finance trans-
actions for which the TECLpJOnl country had clready made
payment.

Special Disadvantapes of Letters of Comwitwent to Suppliers

1. The system imposcs a considefqble administrative burden
on A,I.D.

. ’ t
~2. The system is not attractive to suppliers ceace they are
exposed to greater risks and reimbursement is delayed.

Use of letters of Corunitment to Supplicrs Under the Probable
Reorganization of Foreign Assistance

1. 'Thc Pank

The method would have some limited usefullness, just as
it does for A.I.D.
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The Torveign Assistance Burcav in State

The mzthod vould have some liwmited usclullness for commodity
import. prosramns. )

The Institute

Tt is highly imprebable that the method would ever be
used.

0.7.T1.C.

It is highly improbable'that the ethod would ever be
used.

I.S.D.I. ’ ]

It is highly improbable that the method vould cver be
used,
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Procurement Avthorizetion - Purchane Reowisition Tinancing

The Oparation of the Pracures
Requicition Svitom

bt _Authevization - Varchase

AT B Prosyon

When it is impractical for &« couperating country to use
normal correercial channels to procure spcecific convoditics
and comuedily redaied servicos fov the public sectow, ULS,
governnent agencics will vadertalie such purchasing af the
request of A.1.D,  The Procurvient Authorizaticon Murchase
Requisition (PA/PR) system iz usced to secure such procure-
ment services by a U.S. govermsent agencey.  The PA/PR system
is really a form or direct reivbursemant; howoever, it does
have special features that warrvant ite separate treatment in
this paper. '

In addition to their primary function, PA/PR's ave uvsced for

three special purposes: (1) to procurce commoditics from the
U.S. stock pile, (2) to authorize and pay for barter trans-

actions undertaken by USDA, (3) for certain disoster relief

operations.

The aid recipient (borrower/grantee) through the HMission,
requests A.JD. Vashington to issue the PA/PR. " The document
lists the specifications of the commadity to be procured,
gives the delivery period, and states the estimated cost.
The estimated cost includes the service charge of the pro-
curing agency. Service charges vary from agency to agency
and with the nature of the procurcment. Yor cuumple, at the
present time, the charge by GSA for most types of procurement
is 7 percent of the cost ef the commoditics purchasced., Pro-
curement by a U.S. governmacent agency is carried out under
the rules and regulations of that apency. The procuring
agency submits vouchers to A.IL.D. to sccure reiisbursement.

The Special Advantaces of the PA/PR Svstem

It is meaningless to speak of the advantages or disadvantages
of the PA/PR system since it is used only when there is no
feasible alternative. : '

Uses of the PA/PR System Undex the Probable Reorcanization
h N A L
of Foreign Assistance

1. The Bank

It would be relatively as useful to the Bank as it has
been to A.1.D.
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Procurement Avthorizeijion = Purchase Requisition Pinancing

The Operaticn of the Prccurement Autliorization - Turchace

Requisition Gvoten Undev the ATLD. Prosrom

When it is impractical for @ cooperating counfry to use
nermal comrercial channcels to praocvre gpeciiic cowmmoditices
and commedity reldated scrvices for the public sector, U.S.
government aeoncies will undertale such purchasing at tho
request of A.1.D. The Procuranent Authorization Purchasc
lequisition (PA/PR) syston is used to securce such procure-—
ment services by a U.S. covernment ageney.  The PA/PR system
is really a form of direct reilwburcement; howover, it doces
have special fecatures tiat warrant its separate treatment in
this paper. '

In additidn to their primary function, PA/PR's arc used for

three special purposes: (1) to procurc commoditics from the
U.S. stock pile, (2) to authorize and pay fox barter trans-—

actions undertaken by USDA, (3) for certain disaster relief

operations.

The aid recipicnt (borrower/grantcee) through the Mission,
requests A.%.D. Washington to issue the PA/PR.  The document
lists the specifications of the cownmadity to be procured,
gives the dclivery period, and states the estimated cost.
The cestimatced cost includes the service charge of the pro-
curing agency. Service charges vary from agency to agency
and with the nature of the procurcment. Tor cxanmple, at the
present time, the charge by GSA ior most types of procurement
is 7 percent of the cost of the commoditics pulCthCd Pro~
curement by a U.S. govurnmcnt agency is al]lcd out under
the rules and regulations of that agency. The procuring
agency submits vouchers to A.I.D. to sccure reimbursement.

The Special Advantages of the PA/PR Svstem

It is meaningless to speak of the advantages or disadvantages
of the PA/PR system since it is used ouly when there is no
feasible altcrnative. :

Uses of the PA/PR Svstem Under the Probable Reorganization

of Foreipn Assistanco

1. The Bank

It would be relatively as uscful to the Bank as it has
been to AL D,

(¢
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The Yoreirn Assistarce Duoreau in Htate

1t would be a useful instrument for commodity fnport
finencing wud for disaster relief.

The Institute

Tt would not be used.

 0.P.I.C.

It would not bea used.
1.8.D.T.

It would not be used.
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* Federal Reserve Letter of O

The Opexation of Tede
Under the Al y

Yoderal Rescrve Letter of Credit (Frine) financing is an
arrancerent by uhich AJLD, wmakes advanices to cerfain con-
tractors throush Tederal Resecrve Bonks for servicos performed
under Technical Assistance prograws. The systen 1o used only
for non-profit orcanizations, €.8. univicsitics when the
amount to be financed is more than 250,000 per annum.

The contrecting officer decides 3L the TRLC is a suitable
financing mechaunisn and, if it js, he provides fow its usc

in the contract. The institaeldion to be financed designates

a coumercial bank that it wishcs to usc and providos specimen
signatures of the officers authorized to request paymenis.

A.I.D. issues a docurent, the Federal Reserve Letter of
Credit, in favor of a contractor, to the Yederal Reserve
Bank for the district in which the designated ccumercial
bank is located and also gives it the specimen signatures.
The FRLC may liwit the amount that may be drawn down by
time periods. - : :

As the contractor necds funds, he prepares a special voucher
which he submits to his bank with the authorized signaturc.
The commerical bank sends the voucher to the Federal Reserve
Banl and if the payment is authorized by the FRLC, the account
of the bank is credited. - Upon notification by the Federal
Reserve Bank that its account has been credited, the commer-
cial bank credits the contractor's account. Tle Federal
Reserve Dank sends the vouchers to Treasury and debits the
Treasury's account. Treasury in turn debits the A.IL.D.
appropriation account. Federal Reserve makes uo charge for

.this service.

Special Advantapes of Federal Rescerve Letter of Credit

Financing

1. TFrom the point of vicw of the institution providing the
service, the system is simple; it prepares vouchers as
it needs funds and its bank account is credtted.

2. Under the system, advances can be kept to a low level
since payments are made promptly to the institution.
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‘ :
Uscs of the Yederal Reserve Letters of Credil

-Ta I 1
the 'rehbabile |

1.

The roconciliation of paymenits places a signi

~14- B

There are nuo banking charges s there would be il copmercial
letters of credit ond letters of commilinent were usca.

The svsten i well adupted to the financing requircrents
of non-profit institotions, espeeially relaiively suell
instituticns,

eontapes of Vederal Doserve Tetiors of Credit

—

ficant
istance

administrative burden on Treasuvry and the ass:
ageney. ‘

Qvagen Under

¥ LOYaNnd: o, Yorceivn Assistaonce

The Bank

It will be a useful method of financing sone technical
assistance activitices.

The Toreipn Assistance Burcau in State

Tt will ot be useful for any of the functions that State
is to undertake. ' :

The Institute
It should be a high1§ useful dinstrument.
0.P.I.C.

It would not be used by 0.F.T.C.

'I.S.D.1.

It is improbable that it would cver be used by I.S.D.I.



Special

A

The OQperation of

Propram Toy

The Speecial Letter of Crodlit was dovicsed and ds still used
chicfly as a means of aegeiring locad currencics to fincnce
local costs. In this role, the Special Letter of Credit (5L.C)
ie an intermedicte device rather thon a program rinencing

% oaotrument.  Here we arce coacerned vith the wie of SIC'e as

a diveet meons of wiling payments for the goods and services
to be provided under the AL Do prograem. ‘

The SLC is a letter of credit opened at the request of A.T.D.
by a U.S. bank chosen by the aid recipient (borrouver/gronteae).
This letter of credit provides that upon presentation o the
stipulated documents by the Lorrover/gvantee, the bank will
moke commensurate pavments.  The bank ds rejebursed by ALLUD.
under the same procedw ¢ uscd for lettews of Coal tment,

(Sce the section on Letter of Cornitment Finaoncing.)

As it is normally employced, the SLO is irrevokable and may be
considered as a part of the countiy's foreipn c¢xchange

reserves by JuF's standards.  Under some circanstences, this
featura of the SLC malkes it especiclly attractive as a fincncing
device to some cooperating countrics. Tor cn aple, the last
program loan to Brazil was financed by S1.C's becausc of their
character as reserves. On the other hand, A.T.D. will not

have irrevolable SLC's opened unlegs the recipicat country
agrees to makce the equivalent amount of local currency avail-

able immedintcly.

-
-

The draw-down of the $pecial Letter of Credit when usced to
finance program costs directly follews essentially the same
procedure as that deseribed undey the scetior cen the Letter

- of Commitment.

Special Advantages of the Special Jetter of Ciedit

1. It has =1l the advantages ascribed to the Letter of
Commitment system plus the advantage of providing the
récipient country with an immediate foreign exchange

asset, g .

Special Disadvantages of the Special Letter of Credit

1. It has the disadvantage ascribed to the Tetter of Commit—
. ment System plus the disadvaniage that the recinicnt country
must meke the associated local currency available immediately
when the SLC is opened.
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o fox Vimenciog Propys

Probablc

The Dauk

Tt will have about the same usefullness as it has for
A.L.D,

The Yoreign Assictance Bureau in State

It is highly unlikely that it would be used for the programs
State is to handle.

The Institute ‘ ‘

It wduld not be used by the Institute.
0.P.I.C.

It would not be ysed byVO.P.I.d.

I.8.D.T.

. | i

It would not be vsed by L.S.D.I.

P

P
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Tavomme T ma '
Inzncinag :
J The Foreign A
The Bank Burecau in Sta
srters of Commitment A A
B

Kaw:
useful general system.
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DEPARTMENT OF STATE
AGENCY FOR INTERNATIONAL DEVELOPMENT
WASHINGTON, D, €. 204923
OFFiCE OF . r
THE ADMINISTRATOR July 2, 1970
Special Asgistant

TO: Mr. James, R. Fowler o

T // . f
-, A 4 e /
Py / _/1.,.-": ('_’,"
FROM: C. Tyler Wood / ,,///[/“ 7 \

g

SUBJECT: Institute Relations with non-U. S. Aid-Receiving Conntries

The report to the A, I, D. Administrator of March 31, 1670, (Tab A)
outlined proposals to esiablish a mechanism for developing U, S,
sctentific and technical velationships with "graduate" and oflier non-
AL DL developing countrics.  These proposuals, prepuared al the
request of Scerctary Rogers, were submiticd to him on May 15,

1970, with in, Hannah's endorsement for includ ing =uch o mechanism
in the reorganized structure of the forcign aid program in I8Y 19732,
possibly in IDI,

Operational Punctions - Office of Reimbursable Technical Services (ORTS)

The functions of this new mechanism include an information clearing

house, locator and other services to faciliale provision, by U.S, public

and privale apencies, of technical services reqguested by non-A_1, 1,

developing countries., These services would be made available on o ro-
imbursable basis,  They would involve Torgely operational functions,

rather than research or institution-building functions: The assunmipiions

in your May 15 paper do nol scem to provide for the stitute to Ccorry on opera-
tional functions, but would place such functions in the Banl.

Lozation of OR F_b:_ .

The Pelerson Task Force referred to post-A, 1.1, assistance (assis-
tance to A, 1, D. "praduates"), in recommanding a new U, 5, International
Development Institute for rescarch and technical cooperation.  The Marceh
3L report (Tab A), to the Administrator noted this reference and the possi-
bility of including the proposcd mechanigm for reimbursable technical

[

O
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services in this new institvte,  Your Moy 156 poper indicates, however,
that the Tl would be concerned with on) v 'researeh and institution
buibding ", whercas e Lonk "will he g;{'v(rn Tt renpe of teehnical rsmeig-

"o Thig Svggests iai the Dank might he better able to
accommodate the functions of OR1S)

tarnce authorities

The question as to where OITR shiowld be Tocatod §f the ultimale decision
Ig to set up tue Developmment Boank and e biternationad Developrmont
Institute, as recommended by the Peterson ¢ ommission, depends very
Taviely onwhether the mujor responsibilitics for technicn? nssistance
are placed in the Buang or in the Tnsdlue.

If the assumption in Mr. Fowleris mvemorandum of My 15 is approved
and the Institute is piven relatic vly narrow reeponsibilitics (confined
largely to rescarch on teehnical assistance and on institution-building),
then OR'TS showld be located in the Bank,

On the other hand, if the institute were given the responsibility for
planning wnd carryine oul technical assistance aperations, cxcept for
these dircetly relevent to pr ojects financed by the Panl, then ORTS
should be placed in the Institute.

Looking at this quasiion solely on the basis of where OR'FS could operate
most effectively, it weuld l>r\ f ur better iv the assumption given by Mr.,
Fowler were changod and if the proposed De velopinent Bank were limited,
in its technical assistimee fun tions, to handiing only technical assistance
directly related Lo the projects i Iinances, with the Institute given re-
sponsibility for administering a1 other technical assistance programs.

This conclusion is reached on the following grounds: .

1, The professional gvafl of the Institute, in contrast with that of
the Bank, would consist ehicfly of scientists and technical people,
It would have, in addition .o the people responsible for handling
technical as .;_k.t(mw: prrogeams, thoze concerned with reseavch
and developmoent af now wwehniques,

2, The Institute would, accordingly, have superior gualifications
for handling foenn (dj redationships: greater stall compeience,
exnerience, inicrest in the subject and motivation, 14 would be
far morce intevested in and place o considerably higher priority
o technical casisztarce work than the Banpl would,

A
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3. Relutionships with the U, S, technical and scientitic community
would be closcr if ORTS were in an Tnstitute willh wide responsi-
bilitics for Tectmical Assisionee and this would croble it to use
the resciorees of private compaonics ad institalions 1o bholie,
effect,

4. AL D Ys experience in the pest decade shows that, when large-
scale operations, involving substantiol lnancing, are combined
with techuicul osvistuce, the lalter is lEely (o he overshadowed
by the operations of the financing pocucy and does not gct the
emphasis and alicention necessary 1o make it effective,

R A substuntial part of the reimbursable fechnicn) assistance in
which OR'TS would be involved, will be concerned with long-range
relationships - institution- huilding and thessteengthening and
preservation of institutions which have already been built in the
less developed conndries.  The development Dank would have
less intevest in sueh questions than would the Institute,

6. In the Institute would be found, becausce of the presence there
of pecople whose miain interests relate to science, technology
and related maiters, an atmospherce that would he far more
conducive to the suzcess of ORTS operuations than could be
found in the Bank,

Tab A - Report to the Ldministrator, March 31, 1970

Tab B - Aspects of ORTS With Which the Conceptual Framework of
IDI Should BBe Concerned,.

Tab C - Pros and Cons of Locating ORTS in IDI or Bank
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PROPOSALS FOR STRENGTHENING TECHNICAL RELATIONSHIPS

WITH NON-A,L D, DEVELOPING COUNTRIES

A REPORT TO THE A, I, D, ADMINISTLRATOR

N e
"Unprecedented scientific and technelogical advances as well as
‘explosions in population, communications, and knowledge requive
new forms of international cooperation, "

President Nixon, "United States Foreign Policy for the 197C's ",
Message te the Congress, IFehruary 18, 1970

Submitted by: Hyde G. Buller
Daniel F, Margolies
Patrick I, NMorris
C. Tyler Wood, Chairman

Agency for International Development
Washington, D. C,

March 31, 1970



I. INTRODUCTION

United States world leadership in science and technology is a prime
assct for bailding relationships of mutnal underseading with a1l other
countrics and for ansisting the developing eountries in achieving pro-
gress in social ond economie development,

This acsct is being need effectively in the develoning countries assisted
by AL D. and in the techinologically advanced countrics (Iuropeon
couniries, Canada, Japon and Australia). This ig not true, however, in
one group of countrics - the non-A. L D, developing countries, This
group includes both the "AL L D. praduates”, such as Taiwan, where
A.T1.D. assistince on concessional terins is deemed to be no longer
required, and countrics that have never been vezipients of U, S, foreign
aid, suvch as a number of countrics of the Middle East which Liave so
much oil money that they have nol been eligible for aid on concessional
terins (TAL A). .

All of the non-A L D, doveloping countries need to improve the techni-
cal skills of their peonle and to build better technical and other institu-
tions (o develop more fully the potential of their human resources. It
1s extramely difficult for them, however, to locate the organizations

or the individuals in the United Sictes thai can provide the technical
services desired and to mulie the arrangerments necessary to obtain
them. Indecd, it is a problem for them to diagnose their requivements
in such a way as tfo identily the services nceded.  They can finance the
services and the U. 5. can provide them, but in practice the flow of guch
services and personncl to these countries has been very limiced,

The United States needs to find a mechanism for developing scientific
and technical relationships with these countries., Proposals to estab-
lish such a mechanism are outlined in this report., Thesce proposals
are designed to relate the requirements of the non-A. L. D. developing
countrics to the resources available in U, 5. govermmaont agencies,
universities, industrial concerns and other private organizations,



II. BACKGROUND

A, F lndmrfs of Tnte ragency Worl Hing Group

The report'of wn interageney working group, which was sct up in the
framework of the Council on Iniernational Bducational and Cultural
Affairs to study this question, reached certain conclusions which

are .summarizoed bhelow:

‘1. The interests of the United States can be furthered by
' 0 providing better access for non-A. L D. developing coun-

( tries to U. S. technical resources, The fact that we no

' longer provide concessional assistance Lo a less developed
l country docs not cancel our interest in encou
devol(‘)pnwnt At stale, besides past 11,78, investments

; AL D, Ypraduste' countrics, are U, S. scceurlty interests,
political relations, scientiiic leadership, and commercial

interests; fullillinent of our responsibilities under scienti-
fic cooperation agreements; and progress in certain fields
in the UL, S, which can benefit from technical and scientific

interchange.

aging its

i . . . . .
2. American scicntists and technologists serving abroad help
!

to promote U. S, interests but an important obstacle to
more cxtensive use of such people is the fact that American
salarics ave higher than those of the nationals of other coun-
tries. To give American technology and manpower a chance
to conmurv overseas, salary "topping'' and other supplemen-

tary financing are nccdcd In some cascs,

3. To create and maintain effective technical ties with non-A.L D.
countries, the Unired States should initiate a new, positive
progrzam of lechnical cooperation in which private expertise

should be encouraged to play a major role and

“\  and resources
\\\, from which a fruitful two-way exchange of ¢x; “rts between
L. institutions in the United States and in the other countries

would reault,

*U. 5. Technicn] Cooperation with ith Non-A. L.D. Countries - Report of
‘ oun on Tec Cechinic ot (.,()(J;)L.) ation, Teb yeaary 1969,

Interagency Waorking Gro
and transmitial letter 1o Assistant piecretary Richardson, Chairman

of the Council on International Educational and Culiural Affairs
Octlober 10, 1269
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4,

5.

Technical services provided by the U, S. under the new
rogram would, in most cases, be paid for by the requcst-
g . 1

W/

ing countr >, except where supplementary finavcing is justi-

fied by & l{)[ ihicant LI. b bhene 1]LU.

A central point should be established in the U, S, Govern-
ment to provide leadership for, and to help stimulate and

coordinate, technical cooperation with non-A. 1. . countrics

Within the limits of forcion policy directives, the 1*cderal
agencics should eventuclly be enabled to initiate cooperative
activities through ¢ 'rect dealings with counterpart organi-
zations in non-A 1. D, countries. The Federal sgencies
should be supported in their efforts to ol\mm authority and
money for these pu poses as appropriate extensions of their
domestic responsibilitios.

The working groun recommended that:

"The Council on International Rducational and
Cultural Affairs formally transmit the report

to A.L D, and other interesied Federal agencices. ..
with the request that AL J. D, , in collaboration

with other agencices, . .. dovclo; a sct of concrete
proposals... In the development of these Droposals
particular attention sheuld be given to AT, D,
rclationship to the new program in view of its
structure, mission, and expertise..."

B. Referral of Task to A. 1. . Administrator
1. In a letter of December 9, 1562, (TAB C), Acting Assistant
' Secretary Irving informed Dr. Hannah, the A, L D. Adminis-
trator, of the Council's approval of the working group's re-
commendation and requested that A, L D, take the lead in
developing the proposals indicated.
2. Socrot:n‘;\/vRog_;crs in a letter to Dr. Hannah on January 30,

1970, (I'AR D), stated: "At present there is no adequate in-
uutumm(l umdhmmz. for identilying ... cpportunities and

e



]

.

for facilitating relutionships ot the technical level among
Governmment agencies, universities, industrial concerne and
other privete orpenizations of the U, 5. and the post A, L D.
countrivs... I consider the repair of these deficioncies to
be a ruatter of some urgency. ' The Scerot: Gry requested
that action propusals be developed as (_lll.-(,u]} as possible,

!
i
7
1

C. Consultuiions with Tederal Seencies

Dr. Hannch assigned respoasibitity for this task to Dr. Stern, As-
sistant Administrator for I rogram and Policy Coordination, A.1 1.,
,"I‘und asked C Tyler Wood, one of his Special Assisiants, to head a
‘,,worl'ixw il
{ the assistonce of Hyde Buller of the Technical Assistunce Bureou
of A.L.D., held a seriez of meetings with representatives of the
prmcm.ﬂ. :?g{wn(;iws concerned, A list of the key questions coverec
‘in the discussions (14013 1) and o chart summ: arizing he views of
{these agencies (TAB 1) are attached.  The following conclusions
femcrgcd from these discussions:

‘oup to develop the necessary action propossls.  He, with

‘1. All the agencies belicve thet technical cooperation with non-
| A 1. D. countrics in fields with which they are concerned
" would be worthwhile and in the national interest,

2. They do not, however, except in special cases, consider such
technical cooperaiion closcly enough reloted to their particular
missions to warrant using their regular funds or approaching
the Congress for additional funds.

3. Justification for engaging in such activities would have to be
bascd mainly on consideration of U, S, national and inter-
national interests, rather than on the domestic responsibili-
ties of the agencies,

N\4. They would be cager to carry on such activities in order to

. ~ brouaden their own experience and knowledge if some other

\ agency of the Government would present and defend the request
for the necessory funds,
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5. Practically all the ceoncics are cngaged in providing some
technical scrvices to non-A, 1, . developing countrics but
when they do, only o =msll portion is financed with their own
money, and the main sonrces of funding are the countirics

, themscelves, internaional organizations, loundations, and

o excess forcign currencices.  In the last case, the currencies
| are used chicfly to wopport rescarch and arc ususlly charged
l’ against the agencics' dollar budgets,

6. The impediment most often cited by the agencics, in cases

/, where funds are available from other sources, 1is the per-

z.f sonncl ceiling imposcd by the xecutive Office,

/c7 Most of the agencics inake some use of plivate organizations
' in their overseas aclivities but reeognize that more effective
! use of these asscets could be made,

8. All the agencies favor the establishment of a focal point for
U. S. technical cooperation with nou-A. 1 1, developing
couniries,

II. PROPOSALS IFOR ACTION - A

A. Interim Action by A.T. 1.

. This consultation with the agencies indicated the desirability of
' immediate action:

1. To mecet more adequately current requests for technical ser-
vices on a cost-reimbursement basis.,

\\1_2 To begin an active role in stiinulating such requests.
v 3. To plan for the organization cventually needed to carry on a
long-range program.

Pending development of appropriate legislative proposals and action
on them, A L. D. will undertake o carry on its present aetivities in
this ficld, I funds and siadi resonrces can boe made available to
AL DL, it would by advissble o expand in the interim peried from
the present one-man operation to four, plus two seerctaries. The



additional staff will be needed (o deal with present inguiries,
to start building up the vur-ious services outlined in their plan
and to make preparations for tho iong-range operation,

B.  Meccharism for 1oy Jonpe Program: Office of Lieimbursable

'lf’dmu r'] fn I \’l( € (&_'1‘ '),

It is proposed that an Office of Reimbursable Technicdd Services (ORTS)
be established to repair the deficiencies noted by Secretary Rogers in
his memorandum,

1. ].—)U"‘f'()‘\(\ A

The main purposcs of ORTS would be:
I
a. To facilitate access by non-A. I D, developing countries,
on a reimbursable basis, to U, S. tcechnical services,
public and private.

b. To help bring about, through such activitics, additions
to the U. S, knowledge base, and to strengthen the world-
wide networl of arrangements for sharing and developing
know]edge,

c. To prorote American exports by providing technical ser-
vices which would result in increas sing demand fo: American
technology, hordware and know-how in the non-*.1.D. coun-
tries, because of the presence of American technicians, and
bommsv of th: training in the United States provided to na-
tionals of those couniries

d. To scrve the U. S. aational intercst in promoting the poli-
tical, economic and social de evelopment of the non-A. 1. D,
developing countrics, '

c. To encourage and assist the governmental and private agen-
cies in the development of their own resoup ces for interna-
tional technical cooperation,



Functions

To accomplish these purposes ORTS would:

a.

Identify opportunities for U, S, scientific and technical
cooperation with non-A.1.D, developing countries and
encourage Americon individuals and organizations to
provide technical services relevant to the countries!
development and of o quality in Keeping with U, S, leader-
ship in these ficlds; '

Maintain 2 clearving-house for exchanging information
and cxpericnce on opportunitics for technical cooperation
with non-A, 1. D, devcloping countries, including the
routing of requests for reimburssble technicsnl services
from such countrics to appropriate agencies for action;

Maintzin, in cooperation with other agencics, a nelwork

of lovutor services to hielp find sources of technical
services nthe U8, ORTS would nol maintain o central
data bank, but would draw upon existing lecotey sovvices
available anong the relevant public and private apencics
for information on U. S, expertise in various ficlds;

(To the extent that existing locator services are inadequate,
ORTS would work with the agencics concerned {o strengthen
them. )

Provide facilitating services to help U, S, governmental

and privuate agencices with ar angements to supply technical

services requested by non-A, 1. D, developing countries;
Provide facilitaling scrvices to help non-A,1,D, and
other developing countries place technicians both in
fanctional postions with eppropriate U. S, agencivs for
on-the-job training and in other teaining programs.
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Work with other agencies to reduce difficultics which
now limit the agencies' cepubilitics to meet these requests,
such as:

T

and other foederal agencices by the Teceutive Oifue

1) Pcersonncl co tlings now imposced on the departiments
{

These make no cllowance for the fact thot, in

the casze of reimburgsable technical services,

the non-A. 1. D. developing country has specifically
requested the services and the U, S, Governmental
personncl and iz defraying all costs.

(2) Higher salarics in U, S, than elsewhcre:
p

In order to make U, S. technical services
competitive, it would be ncecessary in some
cases for the compensation of the Amcerican
technicians to be "topped off", ie., supple-
menied by payment of the difference between
the going rote in the U, S, end that in the host
country for foreign cxports (TAD G).

Coopcrate with the relevant oifices in the State Department
and the other IMederal agencics to bring about a greatex
usc, by the multilaleral agencies, of U,S. privaie and
pul)]m teehnical services in the non-A,1.D, developing
counirics,

(1) Dy helping Federal agencics meet the statutory
requircments for providing tcchnical services to
multilateral agencics on a reimbursable basis; and

(2) By informing qualifiecd American cxperts and
organizations of opportunitics fu ussignments and
technical service contracts with he multilateral
agencies inthe non-A LD, developing countries,
and helping to make the availability of these experts
and organizaiions known to the multilateral agencies

-

O
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and to counlyics seceking cuch services, In
L

v
the case of experta from

veoprivate sector

it may be desivanle to finence topping off
their sidaricn., (Recent legislation deola with
5oare

thig problem so for os federal employoeo
concerneed (""AL G,
Join with other A L D, offices in pre-phascout
planning, to determine the institutional and other
arrangoereents thal should be made to assure
effective continuing technical cooperation with
the U.S. alter phose-out.

(The cooperative relationships do veloped between
Americen vniversitivs and foreien institulions with
A T.D. Tinencing ave examples of the kinds of
activitics that shoald be reviewed to identify possi-
bilitics for maintaining continuity in desirable
cases.)

Provide funds, when necessary, for

(1) Ficld visits by individual cxperts or teams to
T review country's requirements when that
country hes indicaeted its interest in reimbursable
technical scrvices from the U.S.;

(2) Participation by Federal agency and other experis
in intcrnutional scientific and technical confercnces
and syrnposio which arc significant 1o the purposcs
of ORTS and for which the necessary fincncing
is not available from other sources, such as NSIv;

(3) International travel by such experis to make
preliminary arrongements for implernenting
bilateri] scientific cooperation agrecments with

developing countivices: and
1 &3 ) N
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e. It isthercfore proposed that the Stote Departiment's
i 1
FY 1971 Tegiclotive propooals request the nocessn ey
i proj 1 N
authority and funds for the Office of Heimburs-hio
Technical Services, and Hud it be Tocatod in ALLLD,
. 4 .
f. Il is noted thai the Tasl: Force on Tntcrnationnl
Development, chaived by Meo Rudolph Pelerson. in
1 > W I 2
its report of Maveh 4, | 970, recorracaded that o new
U. 5. International Development Institute be eastablighed
for rescarch and technicol cooperation, If legislation
providing for this institute should be recommeended {o
the Congress, which in any cvent is not expected before
< 4
the 10Y 1972 budpset presentation the possibility of
aet » 1 .
haviug the nslituie assume responsibility for the
functions of ORTS could Lo Considerced al that time.

In discussing the institute, the Tasl: Force's report
Sstated;

"The Task Iorce believes thatl the United States
should chance the current praciice of terminating
technical assistance prog;ams whenever con-
cessionul developiaeni loans end.  Term inating

both prograims ol the same time fails to tuke

account of o possible continuing nced for profession:l
collaboration and truining and of the mulual Lenefits
of continvine guch cooperation.  Iinancing argrange-
ments for technical wssistance programs can always
be adjusicd to a nation's abil ity to pay."

5. Organization and Staffi: -

a

ORTS would supcrscde AlD's interim unit for technical
cooperation with non-A 1, 1D, developing countries, which

it would absorh a4 the nueleus for the operation of the
long-ronge progrom. The ORTS siaff will specialize in
dentifying opportonitics in the non-A,1. D, developing
countrics, and in reloting these throngh the ederal
agencics to U, S, Leehnical regources, ORTS would be
guided by a Figh-loye) Diicroceney advizory panel,
appointaed by the Sooreing y ol Stade, Inoorvder o strengthen
its Maison with oty r Governinend aguencics, ORTS might

\\G\



b.
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have on its staff from time 1o time qualificd
representotives f1rom the State Depariment and other
key agencics, '

A proposcd table of orgunization is attached (TAR ).
ORTS would he heado) by a Dircctor and Deputy Director
and consist of three hisic divisions,

(1) The Operations Division would be responsible for
the administvation of {he clearing house and locator
o
and other facilitoting servicesg.,

(2) The Linison Division would he responsible for

- - helping to overcone difficultics which now limit
the cepabilitics of the Fedewnl agencics to provide
technical scervices to the non- ALD, developing
countrics. It would also have the promotional
functions of making the availability of U, S,
technical services better known to these countrics
and to the multilifera) agencics; of identifying
oppoertuwnitics for U, 5, public and private agencies
to provide ihese services; and of cncouvraging
increasod participaiion by univerisites, husiness
organizsiions, voluntary agencics, fouadations and
professional and scientific organizations in technical
cooperation with these countrics,

It would Le important to have on the stuff peeple who
arc able to discover worthwhile opportunitics for
using U, S, technical services abroad and to stimulate
action to deal will ithege opporiunitics, Incoming
requests and inforaational ¢xchanges with I"ederal
agencics and othor organizations would be useful for -
this purpose.

(3) The Plinning and Program Divis " would be responsible
for the functions of: planning, programming and
. . . 1 . .
evaluation, analyzing requirenients for '1:01‘)1)[1‘1&‘;-- otf"

NS ",
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and other supplenentar y Tintaie ing, i‘n;’:l'mg;'ing fund
allocidions, pre-phosceout planoing for AT, D,
recipicnt countrics and prov iding the Advisory pancl
with supporting services.,

It may eventunll Ly be found desirable for OLTS o have a
small Way lmw‘un—lmw d growp whose members could
visit-the ficld as required or 1o stotion reprosentatives
in those comnrics where interes! in obtaining U, S,
technical services is sufficient to warraad it. A deceision
on this point should await Turther experience,

/6. Funding Re tquircinents

a,

To do the job outlined, it is estimaled that ORTS would
need a hudget of $1. 2 million for I*Y 1871, as shown in

TAB L.

Some of the expenditure for international travel and use
of consultints are expected Lo be he avier in the first year
of ORTS operations thav in subse quent years because of
the special necd to make the establishment of OR'I'S 1ind
its functions known 1o our oversens Misﬁmxr-; and to the
non-A,1, D, developing commtries, as well ag to survey
the technical service requirements of tho:_,c countrics

\‘\\
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Listed helow are 47 coundries whore UL S, bilateral develonment
assistance programs have bovs phozed-cot or phased -down, {o ether
with couairies where we have nover bind coeh hitnioea) progrerns bt
which h:as e shown intercest in oboadning techuicnl services,  The list
rcludes countrices where our t_n.w.uu,lnl_l programs hove been withdrawn,
voluntarily or inveluniovily, jor political reasons,

7.
1. G_."‘(luugg‘_k_pj_q

Pil.c'!‘ cd-Down

Couill 41c~_0(_£‘_)_)_
Argenting
Britich Honduras
Burrma

Ceylon

Cypius

Greoecoe

Haiti

Iran

Isracl
ILClmnon
|Libye
Malavsia

Mcesico

Saudi Arabia
Spain -
Surinam
Taiwan~
Trinidad-Tobago
V(\f nesucla '

Othe f"i;}'—wu--T)'\'.‘.'u

C(\um 108 hw- m'ml

anJ wl:-‘)(] J
Su ;}:m( ,mm !

Botswona
Burundi
Camcroon
Centrid AfL Rep.
Chad
Dahomey
Gabon
Gambia
Guinca

Jvory Coast
Liesotho
Malagasy Rep.
Nalowri

Mali
Mouritius
Niger
Rwanda
Scucgel
Sicira Leone
Somali
Svasiland
Togo

Upper Volla
Zoambia

Abu Dbl
Dubai
Kuwait
Singapore
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Technical Cooperation Technical Services

Technical Assistonce - Teehnical yvelionoe

. (¥
Phasc-out

»

Technical Cooperation is used in 2 brond sense to cover technical
assistance, technical services and technicel exchange,
.

Technical Assistonece is {he conventional ALT. D, program lop yroviding
[ - o [oe) O

technical services 1o a ucveloping country on concessional terms,
“Technical Services is technical assistonce on a reimbursable basis,
f o e e LTV

Technical Bxchange is the cxchange bebween countries, on a basis of

mutual benefit, of professional personnel and informiation,

Tcechnical Assistance programs arc terminatod from {ime {o time
in individual countries because there are no Jonger grounds for our
providing development assistance on concessional terms,  This docs not
mean that the countrics involved no longer need technical services from the
United Stales, They may be fimanciadly able to pay for the scrvices bul do
noi do so in many cascs because they cannot determine the specific services
needed or locate suitable sources for them or becausce they cannot Justify
the higher costs for U.S. services as comparaed with those from other
countries, It is important for U. S, commerceial, scicentific and political
-interests that we overcome these obstacles to the use of American expertise
overseas,

- The proposcd Office of Reimbursable Technical Scervices is designed
to remove 1hese obstacles py facilitating the sale of technical scrvices to
interested counirics frrom the Uniled States, i.e. by making it easy for
thosc countrics to buy technical assistance from us, This will involve
encouraging more effcclive use of commercial and other non-governmental
channels for the export of icchnical scervices from the U,S. and for their
impozrt by developing countries. Development of nev: hannels may also be
required, Some counirics may only need leads as to non-governmental
sources they could contaet while others may need help in malking arrange-
ments when governmental sources are the only oncs avoeilable, The
services of ORITS sheuld be available 1o all {friendly developing countries,
including A,I, D. countries, A,I.D. "gradnaies”, and countries where we
have ncver had an aid program,
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l . " . ' .
e. . Attempiing to i1l gaps Teft when there scoma Lo be o crganization,
govermnaental or private, cquipped to deal with a particular type of

technicel exchange setivity believed to be worth unde rtalking

»
[

NOTE: The question of where the central focol point should be located,
’ if it is sct up, can be most vsefully discussed after there is a
[ clearcr indication of what functions the focal point should perform.
!
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COLUMN 12t

Apriculture, Department of

'S

For ARS gerviees and research when direetly reloved to U.S. agriculture,
c.g. assisting in control of hoof and nenth disease in Mexico, and for pro-
vision of techaical public:tions by Natienal Agriceltural Libracy. Also
absorbs costs of informal cousultaclos and observation tours of UShA facilities

by technicisns frow non=A.T.D. countrics.

Atomic Fnerpy Ce

iwion

For jnformation cxchange programs vith nuclear evergy organizations in
Argentina, Israel, Mowico, Spain and other ceuntries; for replics to in-
dividual requests for inforration on U.S. atomic encrey propram; and for loans
of food jrradiation, othev cyuiprent or spacial materials to other countries
vhich provide U.S. with resulting rescarch data.

Commerer, Pepartiont of

Censv~ Barean - for sone of the coste of cxchanyisn: publications ond informa-
tion on retlods with statistical institutions throvnhout the world.

ES8A - for providing expendeble and waintenance services for seismopraph
stations in cooperatlve proprams to furnich data 1ESA needs to fulfill its

P
nmliLssIon,
{

Patent Oifice - for patent document cxehange. Alsc authorized to waive fees
for tuaining in Patent Office Acadeny for employeve of foreign governments,
Health Dducation & Melfare, Dopnrtment of
For distributicn ef technical information materials, grants and fellow-
ships to visiting scientists, cooperative research, and recruitwent for UN
agencics. '

~

Housin:y & Urban Development, Devartment of .

For support staff to progyvan traluing of participants; for censultation,
Limjted attendance at conforences, aud odvisory services to nultilateral
organizations; {for documnint lon sod othsr infovinst Ton services) and for
recruituent of nrofessioncls Tvom private sector for UN urban development
progranss, Provides siwilsy dnformativa, advisory oad recruitnent services

for U.S. privote orsonizarions,


http:recruitme.nt
http:Nta:oi.al
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Pen
.

Costs somerincs absorbed by Department burezus for (i) information ex-
change; (b)) short-term assiecnoonts to intcruntional orpanizations; (<)
tratuivg for Ua follows; and (d) salary ond per dicm of QSW

personncl awsipned nbroad under that organization's special autnority.

prugr.aeing

[

Labor, Depavtment of

For technical vesvarceh ond consultation abrosd to enrich U.LS. manpowey
progracns with forvei cupericuce; for tecimical information services in
labor ficld for developing countries; for programiiag requested by American
Labor ovpamizations for trainivg of foreien participanis; and for resecarch
on forcign labor conditions,

Raticnal &

denee Towndation

For crchange of seientisty between U.S. and Fastern Furopean and other
countries; for grants to U.S. iastitutions for research and educational
activitics abroad; and for cecporative proporams with Jonan and Ttaly, involving
rescarch, ewchanyes of scientisis and caronti{ic meelings.  NSEF used to lack
authority to cagare in techilcal service activitics overscas unless purposc
vas to strensthes science in the ULS. PLL. 90-407 now enables NSEF to erig g
in such activitics oven whea this purpose is not directly served, if necessary
funds are available.

smithzonian Institution

.

! For dwplemerntaiion of Trou-US Scientific Cooperation agreement and
exchange of publications betvion U.S. and foreign institutions. Also absorbs
costs of waking ite exhibit Jabs available for training museum specialists
from developing countries.

Transportation, Departiwent of
For vescarch to Identify low cost technology in all modes of transporta-
tion. FAA - for loan of cquipmeont.

Treasury, Departwent of (TRS)

Cost of Forcian Taw Assiatence Staflf (TLAS) was originally line item in
IRS budyet but is new lumped vith other items. This covers overall admin-
istraticn aad backstopping of techuical covperation, including programaing »
of Craining and ovicntation oy foreicn visitors end nrovision of techuical
inforuction.  Tw cases of FIAS particination in international seminars, costs
are shared wvith othor countries ov orgarnivzations.

“
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corurr 1h
Agriculture, Department of
For travel, per diem and other direct costs for trainees.

Atomic Hoerpy Coumissi

For sister laboratory proprams with university in Taiwan aud for expenses
of long-term as-igaments and short vicits by foreipgn nationals to AEC facilities.

Commerce, Dopartient of
Coensug Burcau - for international statistical training programs.

ESSA - for training students in meterology and related fields on-the-job,
in ESSA courses, or at univorsitics.

-~ - - . . .

NBS - for costs of foreign puest woriers for extended periods. These are
fully competent scientists who are collsborating on a rescarch preject or
learning new techniques,

Patent _Office - for travel and subsistence of participants in patent and
tradenark trainiong courscs,

Health Fducation & Welfave, Departiont of

1
I Travel, per diewm, and other dirccot training costs for participants.

I,

Housing & Urban Developaont, Departient of
I
t
' For travel, per dicm and othey direct costs for trainees; and for

reimbursable details of HUD technicinns.,
Interior, Deportwent of

For travel and subsistence costs of trainecs, and advisory services.

Labor, Departnont of

For advisory services and travel and subsistence costs of trainees.

National Scicnce Foundelion

For travel, per diecnr and other direct costs of trainces.
Smithaonian Tuutitncien

For travel and per diem costs for trainces.



iv.

portation, Departpent of

For advisory, procurenent, and training services,

Treasrey, Departwment of (1045)
4

For advisory scrvices and travel and subsistence of tr:

-
o
[ge]
[
w
.

coL le

Apriculture, Department of

International organications, foundations and cucess foreign currcucies.

4

Atomic FEnerpv Comniceion

For techaical prowyems funded hy the Tnternational Atomic Energy Agency
and the Inter-dvorican Nucloar Foergy Conwission.

conare y oo, Dopartiaeat of

Census Boresan — international organizations and foundations.

ATANN
RSN

A - dnternational organizaticns and foundations and cxcess foreisn currencic

o
es

i :
NBES = dnternational orpenizations and foundations and excess foreign currenci

i
i

Healtl Fducation § Welfave, Dopartacuat of

Self-fincsd traivece, internaiional agencics, foundations and other
private organizations, and excesns forcivn currenciocs.

Housins: & Urboan Develop oot
— e b e L I Ly

Self-furded trvaivees wad UN and other organizations.

cevion, Devartwnt of

CInternctionnl orpenizations and foundations,

Laborr o Denarionont of

—.

Intornational ovg
cury ucics,

zations, D, USIA, foundations, and excess foreiga

Notionn] Aearss

Governoom agencicos {(throwgd coutracts Jor advisory scvvices), founaations,

VA
A
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A.T.D. countries on projocts that cannot be accormodated in the on-going AJL.D,
program but viich the hoot country is willing to finance ftself and which

vould alco be beneficial to the U8,

Labor, Departuentl of
Lawor, Doepariwents of

Provided thut the forcipn alfaiys ageacies (State, AT0D. ete.) assign
a high priority to those activities and octively support its budget requests,

the Labor Depavtment i eager to seck its own funds and authority.

Navioval Scicnce Found:tion

Alrcady haw authority but lacks lunds for more than Timited pilot program.
Smithsonian Tnetitution

2,385 = In casc of Tran-US Scientilic Cooperation Apreement, Smithsonian
has proposed special appropriction bul BOL has advised acoinst approach to
Conpgress.  Smithoenizn ot il belicves this approoch preferable because it is
alreacy relying on privite sources as mich o5 1t should and that Federal
Covernment, having genereted Traa-US agrecncut, has prine responsibility for
financing 1,

Trovaportatior, Depaytoent of

For mointainiog FAA's Regionndl Aviation Assistance Croup (RAAGY, which
AT Do will no Jonger fuud, to previde a veadily available pool of technicians
from which A.1.D. and Ll developing countrics can quickly recrvnit for urpent
projects on a world-wide Lasis.  Alco {or csiablishing a peol of transportation
ccopomists for use by A.T.D., dnternationad Tending institutions, and developing
ceuntries for feasibility studics aod planoivs overall transportation programs
for a country or region.

Ircasury, Department (1RS)
Becavse of vishk of reducing funde for domestic responsibilivies.

but TRS recognizes value of expesing its personnel to unique tax administra-
tion problcis in other countries.

COT.UMN 3
Acriculture, Department of
Agricuccure, epartment ol

2
veeent ancendaants to Tederal Imployees International

Jrpanization Services Act,

Sugpests contral funding to cover increased obligations of Federal
-

apencices as resull o

\Y
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Agricultvre, Denartoent of

UsPA worke closely with azri-business communi ty to develop training
progu i for participouts 7rowm non-4.1.0. countries and to exnpand these
activitics. .

'

Atomic Fueryy Conaission

uch of LEC assistance abroad is done by AEC private contractors.
i
Comuperee, Veparteont of

Linited vses at present but poliey fovors.
]

t

Cens burcau = 1f furnds were available for TC/NAC, Burcau would recruit,
as necoessary ouv desdirable, from privoate [irms or.institutions, specialists
in/ statistics and data processing for specific overscas advisory assignmnents.

Patent office - believes excess forcizn currencies could enable greater
use of private orveunijzations.

i

Housing & Urban Dovalonment, Denareme
LS L L —a PSS Y R SRS

of.

To depree possible, HUD provides information and advisory scrvices for
private industry and pon-profit orgarizations, and recruits from private
sector for progriace in both AJT.D. and non-A.T.D. developing ceuntries.

If resources become availeble, these services could bo cxpanded to promote
uran-cricnted U.S. business abroad. ’

Interior, Dup:

NP5 and othor bureaus are now waking limited use of private organizations
or individuals in technical coopevation with non-A.T.1D: countries. They have
in mind possibilitics for incrcasing use. NPS exploring use of foundztions
to finance such cooperation.

Labor, Departmert of

 Continuing Leag traditicen of direct participation by trade union organiza-.
tions in wide vavicty of inteinational activities. Also expects Lo work more
with Aworican overseas employers and to involve various relevant professional
organizations more actively.
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of Ol vould bave to be breud ene ish

Lo cover oll requesic for roirbarseble Geo hadenl ac

Lees
thut way Loowade by non-AJlD. Govelopdng courntrics - not cnly

Trelying and scicnec and e el o, et the vhole syechirg

of Getivitios wder ouy converdbdon Lechinicn] anaistonce
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IrOoLran.

Farelt 20U report o the Adninistrateor propozed thot the

Slate Dorartrent scol the neccssiay funds ond enthoritys for

CRIS Sn YY-1971 and then heve LD dnaden et b Treren,

wnecesso oy For FYOLTYL 30 the Lesdelabive bhoe o opreprid -

obicin struchure recoraendcd Tor 4he TDH] (ca o) e, pirovide

Lor the Tunetions of GRS, (The srowsd ol fueds necded for

. 4 . e L. N . y e . . ' ] o
OIS dn dte fivst year of opriulion vas catimebed ot £1.0 vl i)
The preoyaned orpanivosbion of O (3¢ 13 00d Sub L, Mureh 31

S
Ko

repert) enlls Cor o W chelevel drtorapgone ndvd sy garcel ayeodnh
by Lhe Scerclary of iate Lo paviae e gelivitiens of 0073, Y-

cansc dncer-tseney colations are 2] “Rmpoias b B G0 operets Cr,
the advicory yancl feolure shounld bLe reviined even iy the TLN

(or Tonk) scutivg.

doe Foareh 3 veporl ds atboeled as Yah L G this sl of yancps,
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viudd periern Sla fosehions 4 colluborntion with hhe

Eeneios Lol onldd e el Lo toke the
leaderahiy tovd o yrovics W vepcrbase dn bhedr teoleiesl

Fietas (3. L0 el Slorenenl ). Siudlar arrvar, e nde would

T rvede ta mosure coordination off GRS vith JSDI fed veloted
Govirmaort propraes .,

OUUD 1ould covpriubo vith peleveyd offficers i the Shote
Degrirbrant end olhier edornl coeneics Lo brin:, sbhond a grestep

use e bhe wlbidioborad nooneies of Vb prrdvate and public

’

Lechriienl services i1 Lhe ronsL L Toh, Coevelopine comntrices

1
DY

.

Avoveh GLr duTone e clesrics honse, poetvosk of Lovetor

Suepvices, Thovadngeclr Sendn erd o hop Pacdittir, sorvice:

ORS vendd ek cul ara help to NI e

cr UGS, public and

privade aoeien Lo deriened reauesue fop

the avadlobility of ULb. dechrtonl peevicens beller Yyown o Uhe
ner-LL) Govelopine convdeies and bo the Edtidatoral aponeies;
ATy ing oprorbuwidticos fer VL0, public and private agencles
¢ Lhese serviees; and wibh enhecarieing inercased puyti -

ciratdon Toy wilvernitioag businens, wor~pvolit, and ofher Orfidie

Jeatdens Ay hoehpsedn Conperation vith Lhene oot

Lol Lyothe UUS, wder the o Lroram

vould, dn uost cases Le g

N PN ey b . 1t »
Loent o reguestiig country

crecpb where fopydne-o ) dacenldve Suntnsoand obhep suppleronburey

W
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o
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Slivenein

Aot U8, bouedits (yon. 0-10,

Vareh 51 2 k).

Do ordir U wtronthon s L dsos vith othor Ceverrmerd Groncies,

<

GRS iy e Jeove on dhe stel fven s bo Ui canlificd peyre-

sorvativen Jeon the BUabe Deyoosimet ond obhes b voacencles,

LAy e terplaled Lhnh O9T oG ave a Siaedal,

divisior Wheb vonld Do concorid vidh pordtorivn wnd cvalusiing

‘

s oprntionns ID GRS de dnoinG. < dn dhe DT or bl Lued,

hoavver, oot aseoohs of Whese Curetions could rrobhably he
s ! .

Integrated with sindlor funeticons Tor obthor croardzationsd

vieits of Lhe AT o o),

RO ETEP T

"..'.’ Ao l:)
W precesploncont o besdne verh of SRS vl helyp Lo determadne

the Lrstiteii-al end othor orronccnents $hot should be nede

For assucing of

UuBe alter phscont,  Such pro-thnseont rhoerine will help to
] J I { ]

asgure tinely clvenges dn Aaphnocs I on-poiage Prograns of 1DY

ord the T 6 vild suwort sore of the paztitutdon-hal 1éing

O

r i '

activitic. o IDT wed indicetc yessidilitics Tor the lark Lo

recuce conernsionst cesistunco,

W v he prdintadio o Ly ORES weuld

ne lecuter ervie poesbuonk

obvlously he nseiul o receudting capertice from the prllie end

rivate sectors fon 111 and the Lank yrogrens, as well eo for

non-AL sy Covelopdo countries, ORI veold e riking o gueelal

Teevive continving teelmden ) cocperation with the

W
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The Lol drcconlrened opnrvations: cve by o vemng once
ATV v vecond dn Uhis eree werile ¢ meosuore of crilicion.

ed Db o

prineipel defticionces e briclly surnny

Lo Reeoerd Yeoping, Yo Lovneyts yoeojeet roporting and its
.

con bract roporidne connad e veed Lopotinr e The O0Mer of e Contarol o
t.

PROVLE CHOIte G el oot benoe prrojesets, hye Fedd ol selivity
wi lhin counday, cod ddonbilics Dho by proedect nosher, So, too, deos
v Ofce of Stobislics and Reporte, Lhﬂngh the ro reports cannob
adwiys be relatede The Conlract Scaeviecs Divi sion, on the othow hand,
reports an conlracts by counbey. Thene reporle are ol orpanived hy
Ficld of activity, wd Lhoy are ddenbtitied by a controct maber w10
vey redetod Lo W prodees nosber, Indlvre Lo show Lho projoct numbor
crocontoocts ond rolotoed Goceeonte havpoes reccnoeh, reoulds dn lhe

exelusion off conbract Suloroalion Mror W Ageney s Purucial reporting

.

[ SR
Sy

o, and bedds the wtdlity of Lhot sunton Lo (ouh“u(LJ"nlluuhw

2o Coplracting Trocodores.  h review of Lo record revenls
hat perfovineee wuder o shpailicantly Jarpe mndar of contracts wes

LW

.

hoaydicapped by poor prodect. ploaming, Wnis deficicney s freguently
cited dn the U307 Jeperto. Bven when 1ol cpcen Meally eited, poor
plomivg con bie logi Uisadae)y anfoired Wi, on o ofton the cuee, the

3

contraet ds ropeotedly cuonded and A Fopdivg devel copstantty revised.

(1 o case, daring a vporiod of civleon voerrss Uhe corflenel vag, euends 2
pore bhn @0 Ghuen, and e Junding Jevel raltipiiced by o factor of

£irty,)
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to pomorcllive e recorsendation din L Bl

coedersd ool ersemt

{
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pariicizotion by cosiraciors o weojocl plonaing
v conceplion.  Under this avrangonont 05001 conts voald Lo
Irerctesed, bal olbbwale savings vould prolab) oo oubotantiel.

2. elblor Toow 1o

Pechriques Love Loy doviedopad by

coviealion, Bioprapliic

dnetidations, anouell, il eneble theno o enlobliah eriderin Ty
wht el b Sudpe Lhe prd GUoindividnsTo Gy Golired

Dyoview of Lhe elooody dimongisatod dmoorlonen of

. et (X} ”
hip wo the succees of contar etor pordcr RITSIRI

Do oIl provp reconasands Lhat on cilovt b o bo conlreol Do
he dovelopmenl of an objeclive tecl which vou Foprovids aorelaolively

effvelive ctandsrd by vhich Lo ndoe dlendrvship potentiale A pre-
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Information File on Technical Services

Contractors and PASAs

The campilation of material summarized in the stlached list of
ATD contractors forms a compandoen plece to the file of consultants
circulated with the T4/55S memorandun of June 9, 1970, "List of
Consultants Useful lo AID.Q

What the Contractor Ttile Docgc and Does Not Include

The atiached Lint (Teb G) atiempls to ivclude 31l U.S. contractors
for teclmdcal services which wect the Lollowing eriteria: a) included
in the current files of the Contract Services Divicion of A/PROC; h)
have perflormed teclnical scrvice oversces for ALID in one of the sab-
stantive fHcelds licted in the fpency's sisndard code; c) have been
faver-bly cvaluated in U-307 Boports, P, and/or by knowloedeable
personnct in the fgency. They arve Listed vnder whot this office has
considescd Lo be Lhe wppropricte ATD cods nurber, as ool forth in
M.0. 10952 though lhic docs nob in all caces correspond with the

.
nuber offficielly asoipgned the contract. Tt does not incluae voluntary
agency or pergonal service contracts, or thoge for training or con-
svrucvion, of feasmibility studics for construction nrojects.

Procedur<z for Developine the st and iio Back-up File

1. As indicalod above, the starting point for compiling this
list was the Contract Services Division file of current contraclhs

for techuical services; from this list, contraclors widceh did not

aualify under the criteria stoted above viere olinminatad., It is


http:roj,;o.ts

-3
analysis of Participating Agency Service Agrecments was preparcd by
PROC/PAS for use in this paper. These data are swmarized at Tab D,
and the detailed breakdown showing the cxtent of PASA activiiy in the
variouc categorics of the AID activity code is available in the files.

(Sce below.)

Components of the "Talent Bank!

The filc of AID consultonts whose namzs were included in the
list circulated by TA/SSS June 9, 1970, will also be organizced to
conlorm Lo the standard code, as are the contractors listed at Tab C.
Fhen thins job ls completed, the Agency will have o [ile in w
will Yo possible to find dn cach catogory of professionsl wid technical
gervices, a list of the congnltants end contraciors whose work has
been fuvorably cvilocted, plus refercnces to the cvalustion decuments
and ollwwr gourcer of dnformalion, as well ag a list of Govermnens
1): porvnents which have provided servicess in these ficlds.  These files
are wndnteined Ly Hro. Adeline Tilly, T4/855, and are available in

"\

room 2841, Main Slata,

\0

\

\
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150

166

165
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4
fgricultural Bconomics, Wavm Oroanizerion and Apric, Credit

fgricultural Cooperative Developuent International (ACRI)
Cooperative Learme of ¢he U,8.4,, The:

CLNA Infernational

Florida, University of

International Coopevative Developaent Association, Inc
Intcinational Voluntasy Services, Inc.
Jowa Statce University of Science und Technology

[N

M

ssissippl State Yuiversity

Organization for Socia® and Techuleal Imnovation, Inc.
Ovpanization of Cuereratives of Awcerica

Texas A LM

Suricultural Tt

&oriceultvral Cooperetive Development International
Cargill 1nc.

Checchi % Coempany

Coopevative Leasue of the U.S.A,, The

Cornell University

Hichipan State University

~ 0 " e
oxran AN &GN

i
Thorstensen Laboratory
Utab S¢ate Univeraity

Weilz Hetuvelsoler Enginecrs
Vildnan Agriceliural Rescarch, Iae.

LB A R N
o Econonics

Hone

Rusal Youth

wone

Yorestry

Fairchild Camera and Instrument Co.
Dbttt v

Auvburn University

Unitced States Consultants, Inc.



A

190 All Other Food and “sriculture

Agriculturel Cooperative Development Intevaarional
California State Polytechnic College
Organization for Social and Technical Innovation, Inc.

200 IRDUSTRY ARD MINTHG

210 Hining and Yineral

1 ¢
e A -

Picrce Manngement Corporation

220 Powver

Amorican Yublic Pover Association

Cowmonweaith Associctes, Ine.
Cornell, Hewiaand v & lierryfield

Crisp, Tuisps, and Wells

<3

Detvolt Bdisen Couwpony, The

Ebasco Services, Inc.

Gilkbs and Nill, iInc.

Harsna Dngincoring Comapny
(% [} -

Interuational, Inc.

ivce Co,

National Rural Clectvic Cosperative Association

Stanford Reccaveh Incvitute
Stanley Ensincering Comnany of Afiice
White, J. G, Engincering Covroration

(2]

225 Communicarions

Checchi and Conpany
Consulting Comnunications Engineers

Far Bast Technical Serviecs, Inc.

-

Landis, R,B. and Co.
Leay Sicelor Inc.

Pape Coumunications Engincers, Inc.

r,






280 Industricl Training

Council for International Progress in Management, Inc. (CLFM)
General Motors Coyp., f1lison Enginc Division
Little, Arthur D., Inc.
Porter Internaticasl Company
Systems Resecrch, Inc. -
260 ALY Ot

voand Mindng

Bovay rgincers, 1nc.

Circechi and Company

Berger, Leuwis, Lne. and Systems Associates, Inc.
Deloiv, Cother Internssionnl, Inc.

Pacific frehitects & Encineers, Toc.
Filanni~: Rescurch Covpovation

Rescarveh Analyois Covporation

Sanders and Thomas, Inc.
Sverdrup & Yarcel & Assoc., Inc.

Systan Inc.
Trans-asia Engincering Associates, Inc.

311 Interciey Hiphuavs

RN Eo Al FLEPMALI it

(3

Hono (Mueluded from this review)

312 purel Tarm to Marlet Roads

Mone (Mreludad frowm this review)



320

330

340

350

360

37C

380}

-7-

Urban Traasit & Wraffic Enoinecrine
- - - e e s e s s duhe

Smich, Wilbur & Associctes, Inc.
Vobrhecs, Alan li. & Associates, Inc,
Rone

Port Facilitics and Harbor Tmprovement

Porter Intcrnational Cowpany
Quinton-pudlong
nlond Datormonye

3

Ship Oroerations

None
Ay Transport
Air America, Inc.

Pan American Herld Airways

ALl Gther

P10 tation

Alro-Amcrican Vuvehasing Center

Berger, Louis, Inc. & Systewms Associaued
Colorade Dovartwent of iighways, State of
Dillinglam Corporation

U.R.S. Reseaich Company

407 __TAROR

410

Labor_and Trode Upion |

African American Lator Center

Asian Awcricon free Lebor Institute

.1&‘
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420 Appreanticeship and In-Service Training for Workers

Dunwoady Industrial Institute
Philco-Ford Corporation, The
Vinnell Corporation

430 Labor Yreductivity
None

440 Labow Moprgenont Relations

None

450 Labor ond Social

Mone

460 Monpover Utilization

American Asion International, Ine.
Aneii~an Institui‘ for YPree Labor Movement

Bi-llational Develeopnont Corporation

470

ond Hyedenc

i e At i

Norn

480 Worlors' Cocoperniives - Housine and Trade Union Welfare Activities

Nonga
490 411 Cther Tabor
Africon American Lobor Center

500 1--.;'; l]v’) Sf‘}_”l_]”rﬁ()”

510 Control of 3pc

sific Diceases, n.c.e.

PPN S

Nonc
511 Malerja Eradication

None

P——
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Stanfcrd I+ carch Instilbute
White, J.G. Engineccing Corp.

Public Dodrel]

Clapp ond linyno, dIac,
Griffenhinoon-Lrocper, Inc,
Harvard Usiverasily

dacobs, J.0. & Cc.

Kearney, A.T. and Company
Public pdninmistration Service
Rand Corporation

Young, Arthior, ond Cowpany

Battelle Momorlnd Iostitule
Berger, Yovlo, Inee and Syotems Assocliates, Inc.

the University of

J(J LJ ] (“1']" ;)
Choeclul and

Developman b ood Resopces Corporation
Ingtitute for Dolenee hnalysis
Michigon, University of

Hathanm, Dobord R Acsoclates, Inc.
Public Aciiaistration Scz‘vice

Rand Corporation
Raral Recoarch Ine.

RS LR
IOV Dervleons

IASH m“x:;

ot et

Hono

Dldove it

Drigham Young Univeraity





http:Ffeij.ef




930

950

470

~18-

SurveyYs of the Private investuent Situation and Specific Opportunities

Agribusinecs Council, Inc., The
Allied Land and Livestock Co.
Arizcna Agro-Chemical Covp. and Early Calif. Foods, Inc.

Brown, Chester B. Comrany
Bucknell Universivy

Califvonia-Lthionia Dov, Co., The

Chase: Tnternatios:] fnvestment -

Clorp & Mavne, Too,

Concjrontel Seafooandig Inc,

Coneay Ruseoreh, ine,

Council for Inte.nationa] Progress Hanagement, Inc.
Dudz, A. & Song Irc.

F,M.C. Internationnl

Hesatnn Corcorvation

I1linois Agrvicultural Association

Livele, Avthur D, Tne.
b 3

Mid-Accrican nterssiional bevelopuent Assoc. (MIDA)

1
Minew, Thowns & Assoclates
Naticoel Plonuice & Cunsivuction Corporation

Paciflic Vegetable Qi) Corporation
Peavey Corporation

Union Develormint Company
Zinder, U, & Ascociotes, Inc,

All O¢hiee Trivate pnterprisc General, n.ce.e.

Careill, Inrc.
Council for International Propress Honagement Ine, (CIPM)

Freewan, Cole and Assoicates

:'iA'E_j.‘(,'l .»J oNE
Mizsouri, Univevsity of
R.T.V, Internztional, Inc.

Supply Services
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995 All Other General & Misc.

Air Amcrica, Inc.

Cornell University

Fairchild Camera & Instrument Co.

Techdate, Ltd. (vholly owned subsidiary of Tiledyne, Inc.)

U.R.S5. Research Company -



PASA FIELDS OF AGTIVITY

. —————nan

The datae furnished by FLROC/PAS on PASAs |

during the last three fiscal yeors (Fi-1907,

that:

1. An average or about 370 PASAs with

iled with that office

L9685 and 1969) shows

olther TFederal

agencies were icsued per ycor for a three-year total of 1190 man-

years of {echnics wervices ot a coot of $36 wmitlion.

2. Ko less then 19 Peder:l frencics

services lo £1D in the powviod revicuod,  Of

Interics, DOT cnd Treaswy were e wost Beporbaol

mulhers ol Di

axclucsd fron thils st boeawse ils oorviess 5, though

SGyoman years of service ana cont

o

[\

providzd teclimical
the USDA, HEW,

in terms of

N

.
1

extensive,

woere Jirpely Jimitcd to conciructicon and enginecring prejects in

3. Latin jmerice moade the preatest

N

Ihe  The USDA enpplicd services of

particutarly bowvy concentretion in cpvicoliaral
econerics, suvil conservation, agricvliurel credit.

HEV, proastica” iy &1l of the PASLs were Amprd: mente

7

2/3 ol ihe PiLSh sctd vity of Tulevior e accountod

¢
e

Reclzmaticon and the USCS. Practicnlily all DO%

cervice

" PhbAs,
iety, with a
reh, agriculi
T the cecse or
PHS. lore than

g ~..- - T Ay et
Ter by tho Duraau

Bureau of Public Nezds and tle ¥edersd Aviotion Loenay: dn the

Treasury, by the IR and the Castons Duvcsn.

bt IS . - e o N
S Almoct GOF 0 lotal TLGA activity

Aprleciiure (Codo i), sealta and Sunitailon (Hu0 )

Food and

ond Doblic

vas by the

ral


http:Practica.Ly

e
Safety and Public Aduindstration (700). The other LOF vas divided
anong Industry end Mining (200), Transporistien (300), Labor (L00),

Educatics (600), Comaenity Development, ete. (800) and General and

Viscelluneous (999).

A brealcown of PASA activity by participating Agency, and by
peincipel Fields of activily, nccording to the AID stsndard code,
wag prepared for Wio veport by PR0C/PAS. This analysis is

summarieed in the follavring poos.


http:act;ivi.ty
http:C,,mun:i.ty

FIELDS OF ACTTVITY

(FY 1967 - 1968 - 1969)

TECHNTCAT CODE

000
100
200
300
400
500
600
700
500

Direct Militlary Support
Food end Arriculiare
Industry a3 Mining
TrancporiLion

Lacor

Healln and Sanitation
Eduneation

Public Sofcly and Public Adminjstration
& Urban Dev,

Communiiiy bav, Sccial Well. & lou

veneral wod Miscolloncous

AR
Ina
T4
HINSA
VI

PO E T
avoan AL

ARC

LA

CONMBE

1100

500

N

=
GO oJwh
=

=

Ch/lus. g Dev,

AFR,

COMMERLI/Dov, Admin,

LA

COMMIRCT/Census

[

AFR

™h

qia”\
LA

Vi
{

NOH-REG,

I~

M2

=W

fon

|

w e

= o

f—

lm
Ui w O 1

=

960~

ne
LT

A3

N

[



Codes 000

ny
]

COMIMERCE /ESSA

AT'R
LA o1

COMpI "‘Hn"ﬁlrds

EA

]m)// LAY
AT
ma
T.A
NIOA
\’ y
HOM-Re,

/Ay

A

e

1A 1

Vi

J“‘/ irforce

NESA
LA

LA

FEDRRAT RESERVE

LA

U \/\

ATR
EA
VI

j—

T

=W

f—

I

|

{ro

1Y

(AR

e

| I S T

100 200 300 400 500 600 700 800 oot
1 1 :
:
. 1 .
L - 1
1
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Codes 000 100 200 300 00 500 600 700 800  960-920

i
l=
=
Iro

=®
[~
1o

—
=

HEW
gfn 2 1 15
A 11 1
TA 1
N , 1
Vi 2
- MOH-TEG, 1 ) 1. : 1

o
ne
N
lJ
L 1~ N

HD

1/
1

1o
]_-l
[ %]

o

AKR

A

LA

I 2
HESA

ON = =

TRTRIIC /T sheries

oo

1
Eaal o i\

L OP/UEES 2l 13

i
=
IS

L, 8
3 | , ¢
Nisen 10 5

A Y I

TP O0 /T Mend, 1.

o

AVR, 1 1

B Y
TRTERIGH Mines 2 é 1 2

AFR 1

kA 1

LA

NESA 1 5 1

—

THTERTOR/PLRK

I
=

84
NESA

D R elamsLion

AWR
EA
LA
NES

o
}_

o
Iro
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U.S. Role in Programming

We are to rely more on the international organizations in the
future for program guidance and for negotiating major policy changes
with the LIDCs.

FAM

Our remaining bilateral assistance should be provided largely
within a framewvork established by the international institutions.
These institutions and groups like the CIAP in Latin America will
provide leadership in the development process and work out programs
and performance standards with the lower income countries themselves.

PR

Under an international system of development, international
agencies would assume primary responsibility for analyzing conditions
and policies in developing countries, for establishing close vorking
relations with appropriate officials in these countries, and for
determining total capital and technical assistance requirements and
the policies necessary for effective use of investment resources.
Tnis would set the framework for the bilateral assistance programs of
the United States and other industrialized countries.

[Within the new framework, the U.S.] could assume a supporting
rather than a directing role in internationsl development,

[The U.S.] should rely heavily on international organizations to
work out programs and performance standards with developing countries
and should provide most of its assistance within that framework, :
This will mean a fundamental change in the conduct of U.S. bilateral
programs.



U.S. Relationship to LDCs

The LDCs have the primary responsibility for developing their
programs, setting priorities, and taking the self~help steps which
can make outside assistance effective..

FAM

With the experience tha* tne lower income countries have gained
in mobilizing their resources aud setting their own development
priorities, they now can s%and at the center of the international
development process -- as they should, since the security and develop-
ment which is sought is theirs.

[The IDC wvould] enable us to deal Jith lower income nations on a
businesslike basis.

PR
New Capecities in the Develoving Countries. Many developing
countries now have the capacity and the experience needed to establish

their own development priorities and a strons and understandable
determination to do so. They are mobilizing more investment resources
themselves, and they have many more well-trained, competent pro-
fessionals and Sechnicians. The developing countries themselves,
therefore, shonld be at the center of the inter:utional development

effort. fhe policies thoy pursue will be the moust important determinant

of thelr success or “wilurc. What the Urlted E€hates and other indus-
trial countries do will have only a seccendary, uhough essential,
influence on the outeone,

++» international agencies would azssume primary responsibility ...

for establishing close working relations with appropriate officials in

these countries.



‘Multilateralizing Aid

In addition to the larger future role for international organiza-
tions, U.S. assistance should be provided within a multilateral framework
wherever possible. New consortia or consultative groups should be
created where they do not now exist.

FAM

In order to pronote the eventual development of a truly inter-
national system of assistance, I prorose that our remaining bilsteral
development assistance be coordinated wherever feasible with the
bilateral assistance of other donor countries, through consortia and
consultative groups under the leadership of these international
institutions.

[The IDC] will rely strongly on the international institutions
to provide the framework in which to consider individual plans and will
participate in the . rowing number of internztional consortia and con-
sultative groups which cnannel assistance to individual lower income
countries.

40



Method of Operation - Perscnnel

Overseas staff should be reduced as a result of greater reliance
on international organizations for analysis, private organizations
for technical services and modification of the kind of advisory service
'provided.
Eéﬂ'

{The creation of the new institutions] will enable us to phase
out the Agency for International Development and to reduce significantly
the number of overseas U.S. Government personnel working on development
programs.

For example, our program planning for consortia will be based more
on analysis and general guidance developed in country studies prepared
by the World Bank and other internstional institutions. Greater utiliza-
tion of international institutions will permit us to reduce the number
of government personnel attached to our assistance programs particularly
overseas and make major changes in our present method of operation.

PR
With this new institutional framework, the United States govern-
nent would need fewer advisors and other personnel abroad.

The current practice of employing large numbers of technicians
and adviscry personnel in mary fields and in many countries should be
chenged, It has required high overhead end large field missions.
Advisory personnel should be used far more gselectively and .aly where
a careful assessment indicetes that they would be useful,

The above guidelines [on IDI] would mean ... considersbly lower
expenditures for American technicjians and overhead services,

.
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Country Concentration

Multilateralizing aid should result eventually in the reduction in
.the bilateral aid program. In the meantime, we should be more selective
in the countries we assist.
FAM

Depending upon the success of this approach, I expect that we
shall eventually be able to channel most of our development assistance
through these institutions.

PR

U.S. interests call for differing pricrities among nations and
programs. Insofar as U.S. contributions to international organizations
are concerned, the uses of resources are determined on = multinational
basis. In its bilateral programs, the uses of U.S. resources should
depend on U.S. interests in varticular countries or particular areas,
on where other industrial countries are providing resources, and on
where the international institutions are concentrating their efforts.

U.S. lending under such a system would be concentrated in selected
countries and selected programs.

[A bilateral lending program] would enable the United States to
continue to take up its share, with other nations, of programs in
India, Pakistan, Indonesia, and selected Africen countries and to support
Latin American development, which is of special concern to the United
States.

But the United States should change the current practice of '
terminating technical essistance programs whenever concessional develop-
ment loans end. Terminating both programs at the same time fails to
take account of a possihle continuing need for professional collaboration
and training and of the mutual benefits of eantinuing such cooperation.
Financing arrangementg for technical assistance programs can always be
adjusted to a nation's abjlity to pay.

M



Program Concentration

The U.S. should reduce the range of activity supported.

We will cracentrate our activities in sectors in which we can make
a significant contribution and in areas where long-term development is
of special interest to the United States.

The Institute will concentrate on selected areas and focus U.S.
technology on critical problems.

PR

U.S. lending under such a system would be concentrated in selected
countries and selected programs -- particularly in agriculture and
education -- and in multinational projects where long-term develcpment
is of special interest to the United States.

The Task Force sees a new role and a new organization for U.S.
bilateral lending. If the international agencies are to carry expunded

responsibilities for development, the U.S. program must assume a support-

ing role and not become involved in the entire range of country develooment

policies and programs.



Program Criteria - Loans

The fundamental objective of the lending program is to help
move countries rapidly to self-reliance. Within this context we shou
seek innovative approaches to supporting a narrower range of objectiv
primarily in agriculture, education and support of local private sect
Such approaches should combine capital and technical assistance where
appropriate.

FAM

A U.S. International Development Corporation [is proposed] to
bring vitality and innovation to our bilateral lending activities and
enabls us to deal with lower income nations on a businesslike basis.

R
+++ the U.S. program must not become involved in the entire rang;
of country development policies and programs.

U.S. lending ... would be made on the basis of development crite

+++ the lending program [should] encourage countries demonstrati
ability to move rapidly toward self-reliance.

Some countries already have become self-reliant and are beginninyg
to help others; U.S. policies should aim at hastening this process,

U.S. lending ... would be concentrated in ,.. selected programs |
particularly in agriculture and education and in multi-national
projects ...

The U.S. program should emphasize loans in support of the local
private sectoir and promote broad popular participation in development.
It could include program loans, loans to development banks and regione
private investment companies, and loans for infrastructure and other
projects. The United States could also finance training institutes,
such as vocational schools and scientifie centers,

+++ development of the private sector in developing countries can
be encouraged by appropriate domestic poljcies, by foreign investment,
and by an adequate infrastructure and pybliec services. U.S. programs
in the past have tended tq concentrate too much either on public services
or on stimulating private jnvestment,

(‘{U/



Internal policies that stimulate initiative and domestic invest-
ment should be a primary objective of international development efforts.

The United States should invest more capital in local development
banks. This is a tested way of getting a multiplier effect in the
private sector from the use of public funds. These banks provide equity
and loan capital for private firms and underwrite their security issues.

The United States should contribute more actively to the evolution
of capital and credit markets in developing countries.

The United States should encourage other governments and more
private firms to support regional private investment companies, such
as ADELA for Latin America and the Private Investment Corporation for
Asia (PICA).

The U.S. lending agency should be able to finance pre-investment
and feasibility studies. It elso should finance training and expert
advisors to strengthen the managerial and technical competence of the
borrowing institutions.

In meking loans for development purposes, the United States should
recognize that development is more than an economic process. It should
take into account not only the extent to which a loan will contribute
to economic growth but also the extent to waich it will encourage social
and civic development and will result in a wide dispersion of benefits.



Loan Terms
Loan terms should be hardened selectively.
FAM

[The IDC should have] authority to provide loans with differing
maturities and differing interest rates, tailored to the requirements
of individual borrowers.

PR

The United States should be able to provide a range of development
lending facilities with the terms of specific loans adjusted to indi-
vidual country circumstances. Terms should range from the most con-~
cessional interest rates and reps,.cat terms to near-market rates. The
latter would be appropriate for countries that no longer need con-
cessional lending but that do not yet have independent access to private
capital markets. For these countries, the United States could provide,
or join in providing, guaranty facilities that would enable them to
borrow on international capital markets.



Research and Technical Cooperation - Program Concentration

Research and technical cooperation programs need to be further
concentrated on critical problem areas.
FAM

The Institutc will concentrate on selected areas and focus U.S.
technology on critical problems.

The Institute will fill a major gap in the international develop-
ment network.

PR
The Task Force recommends a basic change in the composition ... of
the current technical assistance program.

It would be more effective for the United States to concentrate
on a limited number of specific problems, particularly those having
regional or worldwide significance.



Research and Technical Cooperation - Areas of Program Concentration

More funds should be spent on research, population programs,
strengthening local development institutions, and support of social
development. Programs should be structured so that the LDC takes
activity over within a given period of time, which would place
prewium on innovative activity.

FAM

A U.S. International Development Institute to bring the genius
of U.S. science and technology to bear on the problems of development,
to help build research and training competence in the lower income
countries themselves, and to offer cooperation in international
efforts dealing with such problems as population and employment.

The Institute could help develop institutional competence of
governments to plan and manage their own development programs, support
expanded research in population, cooperate in social development and
training programs.

PR

A new U.S. Institute would concentrate on four major areas:

—-- Programs to deal with the vpopulation problem, which should
be carefully designed and worked out with private groups, national
authorities, and international agencies,

-~ Research, both in the United States and abroad, with a
heavy emphasis on strengthening local institutions in the developing
countries. New technologies are urgently nceded to provide break-
throughs in a variety of fields escential to broad-based development.
They must be adapted to the needs of the developing countries and
related to programs and local institutions that can ensure practical
applications and evaluation of results, The successful combination of
the development of new seeds for rice and vheat, and the nrograms to
apply them, are a model, The United States should strongly support
similar long-range efforts in agriculture, health, education, and other
fields through national, regionael, and interpational projects,

-~ Training, both in the United States and in the developing
countries, Strengthening local ‘institutionsg for improving vocational,
commercial, agricultural, industrial, scientific, and professional
skills is of vital importance for modernizing socleties,




—-- Support of social develonment, designed to assure popular
participation through organizations such as cooperatives, labor groups,
trade associations, and civic associations and through community
developrent programs.

[The IDI] would mean greater expenditures than under the present
program for research, population programs, training and support of
local institutions and the U.N. Development Program and considerably
lower expenditures for American technicians and overhead services.

In each program, [IDI] should seek agreement with the participﬁting
country or agency on specific goals, on cost-sharing arrangements, and
on plans for the country to take over the program at some time in the
future.



Research and Technical Cooperation - Method of Operation

Present programs need to be modified to reduce direct hire project
staff and to increase number of grants made directly to government or
to U.S. private organizauvions for service abroad. Financing for the
life of the project should be made wherever possible. New grant
agreements may need to be developed.

FAM

[Successful operations] requires flexibility, imagination and a
minimum of red tape. If we can provide this Institute with the opera-
tional flexibility enjoyed by our private foundations, we can make a
rajor contribution to the lower income countries at modest expense.

PR
The Task Force recommends a basic change in the ... method of
operation, and current system of administration of the current technical

assistance program,

The United States should seek to operate these programs more &s
a private foundation would.

An increasing proportion of the work should be carried out largely
through private channels -- universities, scientific organizations,
business firms, voluntary agencies, and special-purpose organizations
in people-to-people and institution-to-institution programs, The
progranm should rely heavily on scilentific ari professional experts
from private institutions for specific assignments, rather than on
permanent employees. This would permit the United States to draw on a
broad range of talent around the country.

FAM

[The IASDI) will provide grant support for innovative social
development programs in Latin Americs undertaken primarily by private
non-profit organizations, and will be aimed at bringing the dynamism
of U.S, and Latin American private groups to bear on development
problems and at broadening the participation of individuals in the
development process,

, LLl(\ |
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the controller. The Washington office would also have the staff available
to assist in project aporaisal, agreement Tormulation and Negotiation,
procurement selaction and funding, and Project survaillance and monitoring,
This staff would parrerm these functions in Washingtocr and be available to
make pericdic visits to the lower income countries and Lo the projects in
order to obtain additional informaticon n=eded to CArTYy cut their assignad
responsibiliti=g,

L want to again 2rphasize that this obj2ctive of no controller organization

can be accemplishod enl

]

n2W 2genciss are establishod with the concept
that they orc fin.. o =5 end the bor:owers and grantees have project
implementasion ongd - : cooongibility, I field missions are establi-
shed which azaus- raapansibility for project management, then contreller
staffs will have o b. igned to the yield ang accounting recoris maintained
in the fie=lq.

b. Transitional Structur. - Recongizing that there will need to be g
trensisition from b way ALL.D, oparates teday in the leway income countries
te what may be tha ultimate mothod of “peration, considerubion must be given
to how 1% i bost o orgunize for the controller sorvice in this interim
pericd, The Saogst 27, 1970 paper, Subjzet: Field 'izsicn Orgenization -
Analysis of Altarnativos - Controller Functicon (Tab ;I) outlines some Wways
in which conti1le 1 reductions overseas csn L2 accompliched. While
Some ministarial can ba consolidzied, centralizad op performed by
U.S. Embassy harfs, 1t ig i 21 thab the substantive part

1

irporibant to romom
of the Mission centrollonts Tunction is in suppert of the major work stepr

or operati as niccosary in admninistering devalopment asszistan-e, Th> staft
needed to give this Support has to be located wharo the staff assign=d the

responsibiliity of perrorming the operation is locatod, Therefors, when the
responsibilis s rop performin: the operational stey
incoma country “o

=8 moved from the lower
she controller snnorting staff can also be

RERARS R AN AN

C. furrent Actiog ' p
has been vory 1i- > in the way of noving suvstant e nrosran
operations or lacision makins from Lower incoms countrics to Washingten,
the Office of ihe Controller hag mbicipati~l that this should be the trend
and has takan tho foilowing actions toward reducing Amorican and Local
controller staffs ovorge o

I

(1) Controlier function in Burma has been satellited onto Thailand
without an incrsaszs in Thailand's staff,

(2) Controllar function for Jamaica and Hoitd, praviously performed
in Haiti, has been closed out and now being poeioriead out of Washington,
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in maintaining accounting records and preparing financial reports can

best be achieved if and when we can get the Agency out of the implemantation
and managemeiat of EProjects and programs and place this responsibility on

the countries and contractors. Such a change in concept would changs=
considerably the type of accounting that ig L2ing donz, Different and

probably much l=3g accounting information will bz neodad if responsibility

is for menitoring and surveillance than is nzeded vhen it is for implementation
and management,

I will be very hanpy te discuss in more detail or rurnish you additional
ics, 1f you so desire,

Information on any of ths above topl
Enclosures
A/CONT:CFFlinner:rnc:lO/?/?O

cc: AA/A, LDwinell
AA/A, WLParks



OPTIONAL FORM NO. 0
MAY 1962 ZDTTION
G3A FoMR (4t CFR) 101-11.8

UNITED STATES GOVERNMENT
Memorandum
TO :AA/A, Gov, Lane Dwinell DATE: Sertember 30, 1970

207 A

FROM :A/CONT, Charles F. Flinner -~/ o

Y

SUBJECT: Organizing for Bilateral Desvelopment Assistance

Now that the President has submitted his message to Congress on Foreign
Assistance for the Seventies I am sure thought 1s being given to the
best way organizaiionally to implemant the President's objectives., T
recognize that there is to be active discussiocn of his provosals with
the Congress and “he final legislation passad by Congrass may differ
in part from the proposal. It appears, however, that putting down on
paper sume thoughts that I have had would not be wastad ab “his time
and might be helpful at lsast in starving a dialogus., It is with this
in mind that I would iike to submit the fellowing comments and organi-
zational proposal, apvlicable only to the bilataral deveiciment asszist-
ance pregrams, for whe consideration of yourself and othors,

Many times new organization design is really a reorganization of the
existing structure, Such a d=sign tends to be influenced by current
organizational standards, procedures, personalities and s=1f interests.
A batter approach to orgenizaticn design is to d2velop the new structure
by ideatifying the primary work or cparaticns of “he organization in
terms of its new objectives without considering current organizational
structure. The President cncourages that approach when he stated,

"our assistance program, like the rest of our foreign policy, will De
changed to serve the future rather than simply contvinuzsd to reflect the
habits of the past."

Presidential Cbjsctives and Provositions

In the President's Foreign Assistance for the Savenbies mnessage, as well
as in his A New Strategy for Peace message and the Peterson Task Force
report, the following objectives and rropositions, which must be considered
in developing the new organizational struchbures, are mentioned many times,

st
ac

-~ Need tc fix responsibility more clearly

- Ability to assess the success of programs

- Measure achievemant of specific objectives

- Bilateral assistance provided largeiy within an international
institution framework

- Establishment of a U,S, International Development Corporation

Buy U.S. Savings Bonds Regularly on the Payroll Savings Plan




-~ Establishment of a U.S. International Development Institute

~ Deal with lower income natiuns on a business-like basis

- Bring the genius of U.S. sciznce and technology to bear on
problems of dzvelcnmznt

- Build research and training c cmpetence in the lowser income
countries thoms:lves

- Reduce significantly the numbsr of overseas U,S, Government
personnel working on dnvwlﬂpmﬂpr pregrans

- A logical framewwork for soparate butb interdependent pregrams

- Bilateral funds mad: ”V3L1ﬂuLﬂ through multi-year appropriations

A mechanism to 1lan and coordinate ail U.5. foreign economic

policies and

ekl

rograns

Develovment Assizhaonce Primary Operations
The primary cperations or steps that are inveolved in conducting eccncmic
development assistance programs, whothor the furds ar: mad2 availabl: in

the form of loans or grants and whcther the type of assistancs furnishad
be capital, progran cor tzchnical, can generally be stated as follows:

- Policy Formulaftion
= Program Davelonm::
- Project Identifica
- Project Appraisal

- Agrecment Tormmilation and Negotiation
- Procuraemant Scleoction and Punding

-~ Project Implemontation and lionagazmant
- Project Surveillance and donitoring

- Program Evaluatior @nd Audit

tion and Preparation

These steps appear to be generally accepted and are used by all engaged
in development a: s;stance activities whether they be multilateral institutions,
governmental ag=nci or private foundations.

Having identified the primary operaticns which n2od to be narformzd in
conducting U.S. bilate=ral develoomsnt assistance vregrems, it then becomes

a matter of course to dacid: vhe e, and by whom thoce cperaticns should be
performed in order to effectively carry ouf the President's objeclives and
propositions. The attached chart with explanatory comments indicating work
steps, assignment of r@°pon3ibility and the location of the staff parforming
the work is suggested as one vay tc achieve the objectives of the Peterson
Task Force Report and the President'e message.

Enclosures



WORK STEP

ORGANIZING FOR BILATERAL‘LOPI‘@NT ASSISTANCE

ORGANIZATION RuSPONSIBLE

LOCATION OF STAFT

Policy Formulation

Program Development

Project Identification
and Preparation

Project Appraisal

Agrecment Formulation
and Negotiation

Procurement Selection
and Funding

Project Implementation
and Management

Project Surveillance
and Monitoring

Prograin Evaluation
and Audit

U.S. Government Coordinating Staff or Council

Lower Income Country assisted by Economic
Development Attache

Lower Income Country Assisted by Economic

Development Attache

Corporation or Institute

Corporation or Institute

Corporation or Institute working with
Borrower or Grantee

Borrower or Grantee with their Contractors
and Consultants
Corporation or Institute

Corporation or Institute and/or Coordinating
taff or Council

Washington, D. C.

Lower Income Country

Lower Income Country

Washington, D. C.

washington, D, C,

Washington, D, C.

Lover Income Country

Washington, D. C.

Washington, D. C.



Policy Formulation:

Responsibility - Coordinating Staff or Council

.Location Washington

Comments - The Peterson Task Force recommends U.S. International
Development Council to formulate basic international development strateyy
and policy and to coordinate related aspects of international development.,
The President indicat~d in his messagz that he would establish a new
mechanism to plan and coordinate foreign economic policies. Obviously this-
mechanism will be located in Washington,

Program Develonmant:

Responsibility - Lower Incem2 Country assisted by Economic
Development Attaches

Location ~ Lowar Income Country

Comments - It is suggested that a senior development economist
with a small staff be attachzdi to the U.S. Furbassy to assist the lower income
countries with de=valopment nrosruming and project identification and preparation.
In the major 2omphasis countrios whero the direction is toward assistance being
furnisned under concortiwm or consulbativ: group arrangemsnts the devalopmen™
ecenomist would bz working with ofher membsrs of the group assigned to the
country. Ir the cocuntry roachad the competencs to plan its cwn development
program or one of the intcornational institutions were developing the country's
program, tha development econcomist's vole may bes primarily to coordinate the
bilateral portion, obtain the U,S. Ambassador's comments or concurrence,
identify and prepare the projects or programs and submit them to the Corporation
or Institute for anelysis and financing,

Project Identification end Preparation:

Responsibility - Lower Income Country assisted by Economic
Development Attaches

Location - Lower Income Country

Comments ~ As indicated above the development economist and small
staff attachad to the U.S. Embassy wculd be rzzponsible for identifying and
preparing projects (capital and tochnical) for Ccrporation or Institute
financing. Since most of th2 lower incoma covntries do not have wsll-prepared,
high priority projects ready for finencing thic staff would be available to
assist the govermment in this operation. They would see that the projects not
only fit into the development program planned for tha country but also fitis
into the policy and strategy formulated by the Washington Council, In scme
instances where considerable bilateral assistance isc being given the develop-
ment economist's staff wmay be augmented by an engineer, development services
officer (primarily respcnsible for technical assistance projects), and a
financial analyst. In instances whers thes staff of the Economic Development
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Attache's office is not of sufficient size or has the capability to do the
project identification or preparaticn work, the Corporation or the Institute
may finance the cost of a pre-financing study of a project or sactor on a
grant basis contracting with consultants to make the study.

The employees assigred in the 2conomic dsvelerment atbtach: office would be
employees of th= Corporulion or Institute assisznad to the U,S. Embassy for
specific tours of duty. Whils attached to the Embassy they would receive
support from thz Emtassy. Since this starfl, 2ven at the largest assistance
countries would not bz mor2 than six or =iz hf and thair function limited to
assisting the governmant on program dos 3lc‘m3n1 and project idezntification
and preparation, theve would ba no n2ed for ths Corpcration or Institute

to have any administrative or financial SlDD)Ft starll located in the
country.

Project Appraiszal:

Responsibility - The Corporation or Institute

Location Washington

Commants - Projects (capital, tochnical and program) identifizd
and prepared by the lowsr inccme counbries or with the assistance of aconomic
development attach: off eg would be submitted to the Corporation cr the

Institute in Washinston for appraisal prior to financing. The degree and
intensity of th=2 appr aLs;l will d2pand on the type of projact proposad.

a
Appraiszl would include the investigabticn of variocus asnocts of the projoct
such as econcmic, technical, mana AMLLal, loaticnal, ccormmercial and
financial., To the extent possible those would be made in
Washington freom the data and information th2 country in surpoit
of the project. If reguirad, individual o3 or a team of speclalists
would go to the country in order to cbiain ddl‘ional informavion to ccmplete
the appraisal process. In certain instances contracts could be let with
engineering, management, accounting or othor gpec1aleLd consulting firms
to work on specific aspacts of the appraisal.

Agreement Formulaticn and Mesotiation:

Responsibility - The Corporation or Institutsz

Location ~ Washingston

Comments - Once the projects submitted by the governments have
been appraised and it is determined thsat a projact is to be financed, the
Corporation or the Institute would have the responzibility for formulating
the agreement and negotiating it with the governmant to which the grant or
loan is to be given., This formulation and negotiation would bLe performad
by the Washington staff of the approgriate agency. Negotiabing teams from
Washington could be sent to the lower incems countriss when a major project
or program grant or loun agreement was to be negobiated.

<TE
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In the case of agresments providing additional financing to continuing

grant projects or small new loan or grant projsct agreements the nagotiaticns
could be done through the U,S. Embassy in tha ccuntry. On program loan
agreements or major capital oroject agreemants more reliance could bz made

on the lowar income country's Embassy in Washington to participate in the
negotiation of the agre-nants,

Procuremant Sel:zcbtion

Responsibility - Th osration or Institute

Location - i

Comments - v and tha Institute, under the concepts
outlined in ths Jpl thz Prasidoent's messag:, are
financing instituni rabitoye thos z 1n'*1uurL0Lu qu thorafora
should taxb the position of :
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and acconxlis: 2 agreament,  Fundin
foreaign cxchangc tosbe of proj: or procrans coutd b oms
reimburgamont Lo the v g”anteu or diraculy to i
suppliar © a lwtb'i of cradit anthorized by Lhe borrowsr or grantas,
The financing of local oxpenditurcs quju be accouplichad in the sams mamier,

The Corporaticn ard the Institute should ucc'uL the role of a financing
institution but can alsc parficipate as a "broxor" in raccr nding compotant
contractors ond consultants to the borrower and grantae. To the oxbant this
competenc? rasts with Amcrican con%rﬁctrl or consuliznts, th2 Corvorabion and
Institute would be achizvine the cbj2etives of the Prosidont in brlnrJn; the
genius of U.S, scienc: =nd tzchnuluv tb baar on nrovloms of dr
strengthening the capacity of U,S, instiiutions =nd
develop and carry out 2ccnomle ievelopmont proc 2
reducing significently the nurbor of U.S. Governrant vmersonnal worki
developnent programs. )
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Project Tmplementation and Management:

Responsibility - Borrower or Grantee and borrower/grantee contractors

" Location - Lower Income Country
Comment s - Since the Corporation ani the Institute are to be

financing institutionsz rather than implem:nting institutes and in order to
clearly fix recponslibility for the implemantation and manaseoment of the

projects and programs bsing rfinanced by grants or loans to ths borrowsrs and
grantees, it necds to be made clear in the loan or grant agreements that this
respensibility rests with the borrowers or grantees and the contracto ors,
consultants or »ther parsonrel employed by them. The Corporation and Institute
would see that the projecis and vrograms ave proczeding in a satisfactory manner
by exercising thai» role and rasponsibility of praject monitoring and surveillance
as outlined below.

To the extent that individual advisory cr consultent erpertise would bs
required by the borrow.rs or grantees in implomenti ng the programs or projects,
the Institutz or Coryor;tlov could make individuals avn17ablw Lo work with the
borrowers or grantzes., In tho it nhohﬁl be clearly und:irstood and
adequately dscux@nuel in the agrs o8 bhat 1f the individuals assigned

ere on the rolls of fhe Corpor Llcn or In"tlvlto, they are not on tho

project as emplcoyezs of the Institubte or Corporation but detailed to work

!
&u
(u
S
[ &}

for the borrowver or grant-e. Privats foundations mal-e their limited staffs
available to their grant:es in this mannecr vo clezerly distinguish that the
responsibility for implementing and manasing the programs or projects rest

with the granteze ana not the foundation.

Project Surveillance and Monite ring:
rroj

Responsibility - The Corporation and Institute

Location - Washington

Comments - Following the concept that the borrower or grantee and ,
their employees, consultants and contractors are responsible for project
implementation and management, the agency financing the projsct, either the
Corporation or Institute, should maintain a staff of competent personnel to
monitor and provide survaillanc: over the project implementation procass,
The financing sgencies would be concerned that +he proj2cts are properly
carried out. The Corporsztion and th: Institube would have several means
availabls to them to menitor the prograss of the implementation and to
provide early warnings of problems which mey be ariecing. Borrowers and
grantees would be requirsd to keep rocords =nd submit regular reports to
the Corporation and Institute on progress of implsnsntation. Reports could
be supplement2d by periodic visits to the b projects by the Corporation or
Institute staff, Tne composition of the bcaﬂ making the visit to the site
of the project would vary depending on thay type of project and the problems
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which might be arising. They could be composed of engineers, supply advisors
lawyers, financial analysts, technical agsistance spacialists, management
analysts, etc., They would examine the work being dene, maintenance of equip-
ment, utilization of commodities, procurcnant Dr“CuoSCL, mairtenance of
accountlncr records and se2ing that administration and management of the
projects is proper. Solutions of problems which may be cccurring would be
discussed with the uorrO"*f or grantez in timo to rake corrective action.

The agencies could, if Jde sirad, finance consultants wao would verform the
monitoring fuuction indapendently and report back to the Corporation or
Institute,

Arrangements for drawdown or disbursemsnts of funis under ths loanc or grants
could be tailored to provide an additional means of nonivoring the prcgress

of implementation.

Program Evalustion and Audit:

Responsibility - The Corporation or Institube anq/or Coordinating
Staff or Council

Locaticn - Washingten

Comment s - Pregram Evaluation and Audit differs from Projact
Surveillance and Monitoring in thab it takes the form of a much broad:r
look cr oversight cof the entirs Lilatoral program being conducted in the
Llower incom2 country whother the assistance is Lo ing Durnished by the
Corperation or the Instituts:. The Corporaticn and the Institute would
both probably went to havs an 2valushics copabllity on their Washingtoen
staff to revisw thelr individual financed prograns,  This should be g
built~in function in =ach ageney's Programming, Flonning and Budgeting
System,

In addition to the monitoring and surveillance functicn of individual
projects or programs baing carried on by the Corpuration or Institute

a broader managsment audit >f the Corporation®s and Institute's operations
may be desired by the Executive Branch. This typ=2 of inspection or
management, audit could be performad by an organizetion similar to the
Inspector Genzral of Forﬁlrn Assistanc2 cr Auditor G:noral of A.ILD.

who would submit their findir ; 4o Lhe hoads o1 thz Corporation and
Institute as well asz $o tho Ccorllnﬂtlﬂﬁ Staff or Council,

These evaluation and auditing functions would be carrizd out by staffs
located in Washington and neling veriodic visits 4o the lower income
countries to augment their reviaws sng inspections of data and documentaticns
maintained by the Corporation and Institute in Washingvon.,
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US AL1.D. CONTROLLER POSITIONS AS OF JULY 31, 1970

Region & Country " Number

AFRICA
e Conge . TR
Ethiopia
Ghana
Kenya
Liberia
Morocco
Nigeria
Somalia
Tanzania
Tunisia
Uganda
Zambia
CWA (Baeca)
/(é‘-"-/é"-’v‘
Total

N2 N2 0D ODOWONOO

)]
@

>

EAST ASIA

Indonesia
Korea
Laos 1
Philippines
Thailand

EA Regional

- OO~

Total o7

NESA

Afghanistan
India

Nepal
Pakistan
Turkey

lO)(I)F\)UI-D-

Total 25
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Region & Country Number

LATIN AMERICA
Argentina
Bolivia

" Brazil
Chile
Colombia
Costa Rica
Dominican Republic
Ecuador
El Salvador
Guyana
Guatemala
Honduras
Mexico
Nicaragua
Panama
Paraguay
Peru
Uruguay
Venezuela

l'-a-sm—xm—*—xr\)-h!\)—bmb—*-h#mm—*

(6)]
-

Total
VIETNAM 36

Grand Total 172



July 2, 1970

COMMON SERVICES TAZK FORCE PAFER

CUBJECT: Finance Function
PREPARED BY:  CFFlinner, A/CONT

I. Description of thes Service:

Rather than prepare separate papers on the three szrvices suggested in
the June 10, 1970 memorandum, which I believe do me-= fully relate or
adequately describe the various services currenily Seing performed by
the Office of the Controllar nor which will be reao-irad by som2 of the

. bew entities, cr prapare “he numsrcus papers regulrad for each specific
service, I have incorporatad all of ths services risr the titls,
"Finance Function." Attachment A gives a furthzr br2akdown oF the
major services and indicates which services are rzziired by the five
development "entities" and whare it iz recomnendst —haat they be con-
ducted.

Y]

The "Finance Function" incorporates the functicns =os
of the three members of the top managemant groug I
the treasurer, the contrcller ard the vice- oresi

responsibilities
larger corporations,
2% ol finance,

The American Mancgemsnt Associastion's Research § 433 55 - Company Organi-
zation of the Finance Function - summarizes the éutiies of these three
top managers ag follovs:

"The treasurer is largely responsible for ocotzining capital fron
external sources and for possassing and manz aging the cash, valusbles,
and property of the firm. This latter is often rafsrrad to as nis
"custodial" function. The controller is char g2d winh maintaining the
company's financial health through 'lngpQPtTOn activities - accounting
and auditing. Th= controller "controls" ths diszursz:ment of money so
that it is used honestly, efficiently, and accoriiac to treviously
determined policy. The vice-presidsnt of finan:: /< the firm has one)
1s most often a policy making managsr who forms = Link betiween obther
top company mansgers and the financial activitizs o the company. One
cf his principal duties is supervising the trezzure:r and the controllar,”

IT. Basic Assumptions:

A. All of the five development "entities" will bz primarily dirscted more
to the "financing" and "brekering" of U.S. privats Initiative, skille, and
resources into the develcping countries and less inrolved in uhP implenen-
tation and executicn of programs and projects,

%,
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(Task Force - "The current practice of employing large
numbers of tvechnicianz and advisory personnel in many
fields and in many countries should be changed, -~ An
increasing proportion of the work should be carried out
largely through private channcls - universities, scientific
organizations, business firms, voluntary agencies, and
special-purnose crganizations in people~to-people and
institution-to-institution programs.")

B. BSeveral of the entities will have special financing functions
associated with corporation organizations, i.e., responsible for fund
raising and the investment of liquid funds.

(Task Force - "The Bank would have assursd sources of
financing, including authority to borrow in the public
market, and a rangs of lending terms appropriate to the
development requirsments of each borrowing country.")

C. As a result of A and B above, and with corporation by-laws normally
providing and specifying finance function, =ach of the entities, with
the exception of the SA Bureau, State Department, will provide in their
organizational structure a position sp2clalizing in financial affairs.

Pir. Alternatives . _ _ o
. A. Each entity provides the service for 1tself, from its own resources:

- Advantages

1. More direct relationship with and knowledge of the specific
purpose, function and operation of the entity being serviced.

2. Senior finance official able to participate and influence
policy decisions.

3. Smaller crganization permitting more flexibility in procedures
and systems,

i, Capability of designing procedures, accounting structure and
reporiing system to specific purpose and program of individual entity.

5. Better staff performance because of group relating their work to
goals and objactives of development entity rather than servicing
organization,

6. More able to attract employees to work with goal oriented entities.



- Disadvantages
1. More costly in both manpower and in dollars. (One would have
tc assume it would requirs more people and funds if the function
were done in five crganizations rather than cne. However, since
each entity has its ovm spzcialized program and, thersfore, special
accounting systems and reports - except the Bank and SA Bureau -
it may reguire almost same resoursas even if per.Jcrmed in cne
organization.)
2. Duplication of some sub-functions in entities.
3. Certain scarce skills or positiors re diring leng experience and
training being duplicated thorsby incressing scarcity and difficulty
in filling positions.

B. All five entities raceive the service from one Central Service Orgeni-
zation separate from any of the five.

- Advanteges
1. Possible savings in manpower and dollars.
2. Better utilization of scarce cr skilled eriployees,
3. Poscibility of mere mechanization or cemputer apnlicatioens,
L. More specialization may supporvt higher grades.
- Disadvantages
1. Loss cf all the advantages listed in A above, plus

2. Problem of establishing priorities botwsen antities being
serviced,

3. Negotiation of reimbursement for services nrovided,

C. One of the new cntities provides the service to all five of the new
entities.’

- Advantages

1. All the advantages listed in B abcve,

2\



IV,

- Disadvantages
1. Loss of all of the advantages listed in A above except 2, plus

2. Accused of giving priority service to home entity and other
entities being second class customers.

3. Establishing priorities between entities being serviced.
4. Negotiation of reimbursement for services provided.

D. Each entity provides the service for itselr, from its own resources
except (1) the Bank performs accounting and financial review functions on

- & management fes basis for SA Bursau, (2) th: Bank performs loan accounting

function on & maragement fos basis for CPIC, and (3) the payroll function is
performed cn a management fee basis for all entitiss - if there is a2 commnon
personnel systam - by the entity perferaing the common personnel function,

- Advantages

1. All advantages listed in A above, plus

2. Avoid establishing duplicats function in SA Bureau 1or project
and program accounting and reporting for Lacs, Vietrnam and Thailand.

3. Consolidation in one cormpubaris

zed system small Cooley and Private
Enterprise loan accounting with larsor

évl Ponk loan accounting.

4, Common payroll service if common perscunel system is employed.

5. Minimize increasz in manpower and dollar costs.,

6. Better utilizacion of some common skills, procedures and systems.
- Disadvantages

1. Some duplication of sub-functions.

Recommendaticns:

First Prefz=rence - Alternative D

It would appear covvious that if the Peterson Task Force recommnendations are
followed and five separate entities are established, the Board of Directors
and operating executives of each would prefer tc have a complete self-
contained and internally directed operation rather than rely on external
sources to provide services, The most objectionable feature to complete

r} AY
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self-service is the possibility of requiring more manpower and increased
dollar cost for services being duplicated in all or several of the separate
entities., Alternative D proviies the maximum advantages of complete self-
services and at th2 samz time minimizes the possibility ¢f increased man-
power and dollar resources bacause of duplication of ccmmon finance sub-
functions,

[ 47]

As indicated by basic asswiptions A and B the entities will 2ll be vitally

interestad and involved in a financing function, probably the most important

function they will have, and it stands to reascn that the directors and top

management will want Yo hold to themselves the finance sub-functiens which

are normally asso:iatel with the corporaticn fra2asursr or the governmental

budget request opzration, i.2,, r2sponsibility for fund raising - whotner it
t
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private subscrivnticn - and investment policy of survlus funds of the 2ntity.
It also follows that thes: gmm: directors ard tep managers will alse wan® to
have diresct centroel ond iczion over the buwig:ting functlon - i.e.,
pregrarming and allocanicon of rosources - nermally assigned So the Controller.

It is when you leok ab the other rinance sub-runctions normally assicned to
the Controll-r, whothor it b2 in a private corvcration or a govermental
entity, that the question arisecs if they should be provided intornally by
each of the zntities, if it b2 pralforable to do some cross-servieine, or

if they be provided by a common service organicetion., Thess finance sub-
functicns can normally b2 classifiod as Accounting (whether it be corporata,

)
general, cost or projact), Preparabion of Finarcial Statemeante, Provaration
of Payroll, Roview and Apprcvel of Disbursemonis, and Systoms and Precesduras.

Leoking at Alternativs D and mor: specifically raviewing the individual sub-
functions on Attachment A, it will be noted that an attempt has been made to
consolidate or provide cross-servicing for cperations or programs whicli are
common and to leavs with thz individual ontity the opsration of programs
which are peculiar to that entity.

For the most part, to bes effective as well as =fficiant the design and

operation of an Accounting System anl the preparaiion and distribution of
Financial Statements and Reports resulting fron that accounting system

should be tailorsd and constructed to accommodate the particular program or
operation which 1s being serviced., An analysis of the function and rasponsi-
bility of the five development entitiszs reveals that other than the Rank and
the SA Bureau their programs and objectives are distinct unto themsclves.

As a result each should have an accounting and reporting system designed and
operated to control and report for its particular program. No savings are
realized by consolidating these finance sub-tfunctions of Accounting and
Preparation of Financial Statem:nts into a commcn service organization or
having one entity service the others. In fact, to do so would create
inflexibiligg in the servicing entity to provide meaningful and n2ad2d service

using - ; ., X
to the/antluy. As an =rample of the provlems which would be encountared,
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one need only lock at A,I.D, today where, because of the variety and

complexity of program

too often programs are molded into an accounting

and reporting system designzd for aznother pregram rather than a separate but
more efficient and meaningful system and report being desigued for it, The
argument is mad- that the cost and preflems involved in psruitting
deviations from the normal or in setiing up n2w systems foranaller

programs are not weorth the ben:zrits to be received. In fac ct, the

problem is that the organization is oo big and incapable of adapting
changes =fficienily, The tail onda wp wagging the dog.

In the case of the Boank and She SA Durzai, it appears that the bi-lateral
programs to be ccnductad by thorm will probably tae the same except for the
source of fund onz being Supnorting Aszistancs and the ofher being
Developm:nt Assiztanc:, Ihzrnative D recormoends that
arrand 2nents ve mads o project and Tlﬂbljm acccunting,
financial reporving and srrvices rfor the bi-lataral
programs carriad out in alland,  Those wre sorvices
State do2s not currantly tie2 gpecializad
skills and cxporvisnes, i.o., banking WSJLSt?HU" ﬁvi
programn assizian ing ol roporting,

freight monogon- Toowonld ostill hD,c h: Qpp-?pLL&‘Lun r;qu_u'
and fund allocat Ibility Including issumcos of allotment and
appropriation ac Bank would porrorn the sorvics bas:d on
field reports an ppli: centractor deownauts and when disbursements
are sent to thz2 Troasury for payment, schadules of disbursaments weu 13 be
sent to State teo be incerporatsd into thnoi: aprrepriation aceouating systan,
Although not listed as a2 vasic rssumpticn, it is asswnzd that in the case
of the bi-lateral prograus in Lass, Viernas andl Thailand the ﬂbjﬂctive is
to move from Supporting Assistunc. fin: meling Lo Davelopnant Ass anc
financing as soon as military and political considerations imakes ‘hlS

possible To have the Bank continues to do the
would permit the tr

ans

dla

minimum difriculty. Since SA fund iing is g2
assistance, Stahs shouwld not be sharfal on o
function but would loor ror i

This rationals would not holi 5
Voluntary Agencies Rel:

i

o b
prograuns, unliks the SA b -lateral programs,

ar
and can best be administersd and centrolled by
financiel roporting
Waile the technical

assistonce Drojoct
good for genoral tachnical
follow that such documents
used for the Public Safety
provide spzeific information for the ST
developed. To have somzonc othar thln the
implement tha systen is not appropriata.

asslctance

as PROP, PIP,
program, A mora

uu

~
[}

ProdAgs, PIO,
simple
zcific progran concernad
using agency dsvalop

services doscribed ahove

iticn from SA to DA without transfer of staff and
nzrally acceptad as temporary
perman:nt basis

for thicg

Slfﬂtj programns or
1 by State, Those
2 nmore permonant in nature

dusigning accounting and

£

systoms particularly dirzceted toward theiyv objectives,
systom usad by the
bi-lateral

Bank may be

it does not
should be
could
should be

and

prograns,
a2tc,
system which
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Alternative D also provides that the Bank perform the "Loan Accounting"
finance sub-functicn for OPIC. Under the Task Forca recommendation

the majority of dsvelopmant loans will b= admlnlq ¢rad ty the Bank,
With OPIC having rasponsitility for Cooley Loans ard certain private
enterprlsb loans, it se2ms aporopriats for OPIC to rely on ths Bank to
furnish certain loan acccunting functions. Thes2 funciions are now
being performed on th» conpubar and a2 re2 2nough separately to
Justify computzr use. PIC wou i retain the management and
decision making Lwn(tlcn for their loans.

i—i =
}_:
o,
48]
(ws
=
= =
o

The Payroll sub-function is one which is more accertable for commen
servicing. If cach 2ntity has its own personnel and salary daterwmination
system then they should 2ach perform their owm vayrolline service. Tf

a common 3ysvem 1o uz2d arnd if 2 comen Porzonw i
it is recommend=d that the payrclling sevvic: bz cent
in the samz antity as the Parsonnal OfrPio.,

The Review and Avrrovul of Disburszaueants sub-unction as it relates to
program disburs 53 ds direztly tied to documenitation anid account Ling
procedures Lnd, orz, 16 the accounting anl roporting systom is
speclalizad and pervform:d by cacn antity, the vouchsr exanmination should
also be perfeormad in the individual -wntities. As indicated abova, tno
review and approval of the 1 : cgran disbursaments for ohﬁ bi-
lateral Lacs, Vi:tna and Th
Bank for Stﬁte cn o managems

o

grams would be performed by the

sis. Review and aporoval of admini-
lso recommend=d to be parformed by the

will alrr?suly te2 parf 31'11111* the function

tor progrom diszbursomnont: : but not recommindzd

in Alternative D is the possibiliiy of conbrali: the review and approval

of administrative typ: disbursanont, This HulO b2 conzidared if there

were established 2 cenbralized Office of Alministration servicing all five

entities. With other finance sub-functiens being performed in the individual

entities under a Vice President Finance, Treasurer, or Controller procedures

for docum=nts to flow from the centralized Office of Administration to the

accounting office of ths respsctive entities w221 have to be established

and ccordinated. Any savings in time, p.rsonnzl or costs would be minimal,

if at all,

1ndLv1dual Bn.lul;o since

The financial adviscry sub-function walch, in addition to furnishing advice

to senior exscutives aand officlals ard aetively narticipating in policy and
procedural decisicns, includess th2 participation in loan comnittees and project
appraisals. This opzration must be conducted by starf assignad to the
individual entitizs, They work with and advise tlie area officials who ars
primarily regponsible for guiding and ceordinating ths work of the variouc
departments concerned with a lending operation or a tzchnical assistance
project,
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Second Preference - Alternative A
Third Preference - Alternative C
Fourth Preference - Alternative B

Interim Procadures

From the Basic Assumpbtions given in the CSTF Scop=2 of Werk, it would appear
that the Bank, having responsibility for all of the bi-lateral programs and
most of the operational procedurss, will be the largest of the five entities
and consequently requirs the largest staff to administer the Finance Functions.,
It would be approvriaste, thersfore, to recommend that the Bank continue to
provide the Finance Function Tor the other antities until such time as they
are operational and staffed to perform the functions as recomnmended by
Alternative D,

Overseas Cperation

This paper has dz2alt primarily with the Finance Function as performed by the
five developm2nt -:ntities in Washington. The basic assumptions given in the
CSTF Scop2 of Work indicate that the Rank would be the only ontity, excapt
SA Bureau, having any major starf assigned overseas,

It is recommended that the Bank and the SA Bureau having missicns overseas
continu= to provida: staff (Controller Offices) in the overseas missions to
perform thez Finance Function. As miszion staffs are reduced to the point
where most of the oparations are carri:d cuk by contractor and thes mission
has disengaged itsell from implementation and exacution of Drojects and
programs, ths Finance Functicn can be woved intc ths Vlashington office.
Determina’ion to close out the mission Finance Funchion should be made on
a mission by mission basis and the Washington starff augmzanted to provide
the residval mission service,

Attachment



ttachment A

COMMON SERVICE TASK FORZCE .
Finance Function
(Prepared by Office of the Controller)

SA_BUREAU OPIC ISDI

_B=FUNCTICN BANK STITUTE STATE
94
-

Financial ’d”isory Service
Pol‘"' aecision pariicipation

» -
ivice

Se lents

Loan Ccﬁx‘ttee participation
Cred-unor+V; rnzss of borrowers
Balance ~! Pavuzat cmnsideraions
Mission lbchnlcal Backstopping
Financial Analysis

Resource Acquisition
Prepar"’on President'z EBudget
Conzressionyl Trzsesutation
Anneal Appropsiation Request
borrowing Authority
Capital Tund Replenishment

Sz 1 Ooligations

Portfolic Sales

Investmont Incoms

Treasury Warrants

Foreign Currencies

Rcsource Allocat 1on

‘Parti01pati on in Program Reviews
Operaticnal Year Budget

Capital Expunditures

Apporticnments

AlWOCatLCﬁs

A‘loLments
Limitaticns
Administrative Budgets

Systems and Procedures

Accounting (Corporate, General)
Appropriation
General Ledgers
Cash Reconciliation
Foreign Currencies

Self Servics

Self Service

Self Service

Self Service

Self Service

Self Service

Self Service

Self Service

Self Service
Self Service

A
elf Service

Self Service

Self Service

Self Service
Self Service

Self’ Service

Self Service

Self Service

Self Service
Self Service

Self Service

Self Service

Self Service

Self Service
Self Service
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-FUNCTION i BANK INSTITUTE STATE SA BUREAU OPIC LSDI
Accounting |(Corporate, General) . ‘ \ ( { ‘ i
(cont.) s | | y \ b ‘l ' ‘.‘: .
Accounts Receivable ' | P . i .
Allotment ! : -
Anmnual Reports
Financial Statements
Administrativo
Agency Cashiwi Service .
Accounting (Cost, Pr:je2t,Program) Self Service plus Self Service Self Service for Self Service

Technical Assisisnce

Capii:l Lssistance

Program Ascistance
Consolidation Miszsiun Reports
Advice of Che:
Foreign Currenciles

Cost Centers

Cost and Project =oports
Financial Repuris

Accounting (I -uv Zarvicing)
Control & dispatch eof billings
Control of disburceiwani Auth,
Monitor Computer ut
lonitor Computer output
Loan Repcrts
Financial Reports

Accounting (Guarantes & Insur— . .
ance Prog) ’

Banking Relatic:s

" (Excludes Fed,Res. Ltr. of Cr.)
Letter of Commitments

- Liaison U.S. Banking Community)

" Technical Advice Financing
methods

servicing State SA
Bureau for bi-lateral
SA programs

Self Servies plus
serviecing OPIC for
Conley and Private
enterprise Loans

Not Applicable

OPIC to pruvide service Not Applicable
it Housing Guarantees
remain in Bank

Self Service plus
providing service for
State SA Bureau and
OPIC for private enter-
prise loans

Not Applicable

Self Service -
Public Safety and .
Welfare ard Emergency C °
Relisi Programs. Bank '
to provide service
for the SA bilateral
programs on a
management fee basis

Not Applicable Bank to provide
Loan Accounting
service on a manage-

ment fee basis

Not Applicable

Not Applicable Self Service plus Not Applicaﬁle
providing service for

Bank if applicable

Bank to- provide Bank to provide
service on 2 manage- service when applica-
ment fes basis ble

Not Applicabls



-3-

%Pc\

~TB-FUNCTICNS

BARK

INSTITUTE

STATE SA_BUREAU

OPIC

ISDX

Commedity Eligibility :nd Price
Compliance with Price Rag.
Determination CommocZty eligi-

bility

Claims for non-complliance
Frior Reviews )
Technical guidance ts missions

Price dats to Congress
Supplier Compliance

Freight Management Analysis
Honitor 50-50 Shipping
Analyze ocean freight data
Freight audit
Audit recoveries

Commodity Audiz
Examination
Certification .
Claim and Kefund activity
Schedule for Disbursement
New York Certifying Office

Contract Services . udil
Examination
Certification
Claims and Recovery
Schedule for Disbursemeut

Administrative Audit .
(Travel, Transportation & Misc,
Contxol cf Travel Advances
Examination
Certification
Claims and Recovery
_Schedule for Disbursement

Self Service plus
providing service for
State SA bi-lateral
programs and OPIC
private enterprise
loans

Self Service plus
providing service to
State SA Bureau for
bi-lateral programs

Self Service plus
provide service to
State SA Bureau for
bi-lateral programs

Seif Service

Self Service

Not Applicable

Not Applicable

Not Applicable

Self Service

Self Service

Bank to provide
service on 2 manage-
ment fee basis

Bank to provide
service on a manage-
ment fee basis

Self Service for
Public Safety and
Welfare and Emergency
Relief Frograms. Bank
to provide service for
SA bi-lateral programs

Self Service

Self Service

Bank to provide
service when applica-
, ble

Not Applicable

Not Applicable

Self Service

Self Service

Not Applicable

Not Applicable

Not Applicable

/Self Service

Self Service
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- B-TURCTICIS

BANK INSTITUTE STATE SA BUREAU OPIC ISDI

Payroll Services
Contrel of Persommel Actions
Process of Time and Leave Reports
Audit Time and Leave
Control Corputer input
Distribute Checks ' |
Distribute Statements of Earnings
Compute Separation pay
Maintain CS Retirement Records
Prepare Fed & State Tax Reports

Centralized in one entity. - - — T e e e e e e
Assuming that all five entities will be covered by one personnel system which establishes common salary
rates, leave policies, promotion procedures and allowance :egulation - One entity should provide payroll
services for all sntities submitting reports and schedules of salaries, and deduction to each entity!s
Accounting section for integration into tk- entiiy's appropriation or fund accounts and general ledgers.
I each entity has separate personnel system each should Provide own self service.



