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6. The possibilily of changing the system of appropriating funds
L*Ho J o 2 "

. ¢ N . St [

! opriate only to cover current year cxpenditures, not for "rull

fending'' of projects and loans). Assigament: BOB, with participation

of AiD.

7. 'The possibility of increasing the use of private resources in
the 2ic¢ orogram(e. g. greater use of contraciing, invesiment tax credit).
smaent: AID, with participation of Treasury.,

€. The possibility of eliminating some cf the legisiative impediments
to aid operations (how far the "barnacles' hurt the program?). -

Assiznment: AID, with participation ol State.

All the above are of course in addition to the work on organizaticnal
arvangements, and the paper on fundamental elements in the aid program,
which were already assigned at last Friday's meeting.

Da/5-

David E. Bell

cc: The Honorable Kermit Gordon
The Honorable jJohn C. Bullitt
Tre Honorazble William P, Bundy
The Honorable Ralpn A, Dungan
The Honorable Thomas - C. Mann
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December 26, 1963

PRESIDENT'S COMMITTER
TO0 EXAMINE THE FOREIGN ASSISTANCE PROGRAM

OUTLINE

HALL GRUUP REPORT

POSTITON
AID should be mrintained ay ig xcept for such changes as are
essential to:
a, accomodate to the special status of Lhe ARA Assistunt
Secretary, and the Allisnce for Progress, and

b. improve AID's overationai ci’ficilency and efFfectiveness.

ARFUMEN'TS AGATNST MAJOR CHANCES

1. "Reorganiz.ition ror veorganization's sake,” as Fresident
Johnson stated on Decenmber 16 in signing the Foreign Assistance Act of
1903, nust be resisted.

2. Although csenerally criticnl of the add program, the Senate
Foreign Relations Committee (Report No. 588 of October 22, 1963) did not
recommerd substontive champes in AID structuwre and authorities. The
Committee, in fact, commendsd the agency for recent organizational improve-
ments. Nor did the recent Congressicnal study of aid administration
conducted by Senator MeGee 1ecomuend reorgunization. The report of that
study ("Personrel Administraticr. Orerations of Ageney Tor International
Development," Novemiar 29, 1,30 coneludel Gl

"The cumulative erlect o1 Ghe vy crash reorganizations and

suceessions in rane und form in past years of the agencies

vhich have administered our foreirn aid programs, and the high

turnover rate in the other tep volicy-making positions, make

it imperative thut o orester de;ree of stability as well as

many internal improvemenss be brought to the Agency."

"e s The most crying need of the Agency is greater stability,
in both organization and perscnnel."” Li
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Such studies 1nnlude those by:
The Boeschenstein Comnittee (cu World Econcmic Practices) 1959

The President's Committec to Study the United States
Military Assistinee Progres (Dmver Report, 1959)

The Fermalation :nd Adeinicoration of United Stotes
Forei n Policy (Mrooikings, 1U00)

The Clay Corauitice (1003)
T+ The busic wroblens: o reredlsm ala concern policy and public (includ—
Ing Congressional) relstions. They do 1ot concern organlzation, proceanrsas, or
methods. Reorganirzsation will uot solve caobles. nuch we the bulance of poyments,
the relation between trade and developmsni, ine Lich of wn oreanized vocal

]

constituency, or the needs for incretced cointry self-hely eli'orts, crester
participation by other developed nitions, or increused multilateralization.

8. Sound minagement and business principles uanue apeinst massive
changes in the status, ztructure or role of AID. Luch climges would rrustrate,
at least for vhe near future, the vbjectives of cfficisncy and econory being
sought. They would result in disrupled operations, lowered employec morule,
and confusion in both intru-govermmenbol wnd exberrud relationships. All
past reorganizatione have tuken considurable bime to oroduce benefits suffi-
cient to offset the short-term chwos Locwviibily crazted.

9. No method of orprnizing the mrcim aid effort will be wholly
satisfactory. The search for = ormmizatior 1 wliscea is more likely to
frustrate the program than improve it, Durin: the past ten years, the program's
stability, continuity and orderily adainistorihio: b peen seriously shattered
sevéral times by a succession of organization:l unrd operational chonges, It

has been subjected to upheavals ruiing irom complete independence to a



T

" from integration to fragmentation and back to

limbo-like "semi-autononmy;
integration; and from a grant-Point IV orlentation to the current emphasis on
loans and private enterprise.

At this hnmeture, reasonable stability und continuity in the agency's
structure and systens of operation are essential ir it is to respond to the
realities of U.S5. foreign policy objectives. These should no longer be
sacrificed for the facarde of ancther "new look." Changes should be made only

where cold logic and U.S. interests compel and when therc 1is reuason to expect

greater effectiveness und economy in operations.



DEPARTMENT OF STATE
AGENCY FOR INTERNATIONAL DEVELOPMENT

Washington, D. C. 205253
JAN 2 1964

MEMORANDUM FOR: The President’s Committee to Examine the Foreign Aid Program

Attached for consideration are papers prepared by A.I.D. staff on
"Possibilities for Increasing Efficiency in the A,I.D. Program". The

geveral approaches belng suggested to achieve these ends are set out in the
attached detailed papers which are briefly summarized below.

1. More Selection=-out Authority {Tab A)

Experience with efforte under special or one-time legizlative
authorities ia 1951, 52, 53 and 1961 to improve efficierncy or simply to obey
Congressional mandates to reduze the numbers of empioyees in ihe Agency by a
fixed percentage through selection-out procedures have heen unsuccessful and
demoralizing. They have tarnished the Image oJ the Agency and hindered sclu-
tion of the chronic prablem of recruitment for highly specialized skills
needed in the program.

Selection-out processes, i.e. removal for marginal competenze or
surplus to program requirements, are accepted as a normal concommitant of
the Forelgn Service Personnel System. They are generalily considered irdimicsl
to the Civil Service Personnel System which has somewhat cumbersome prncedures
for separating personnel, i.e. removal for cause such as mis-conduct, or
reduction-in-force, to eliminate surplus employees.

To meet the needs «f A,L.D. and to accede to repeatedly expressed
Congressional concern for the gualiity of personnel ian A.X.D., a wurkable
approach would be to request special legislation to provide continuing
authority——noct limited to just a transitional periocd--—for seleztion-out of
marginal Civil Service employees. This legislation shouvld include provision
ror equitable ceverance ben=iits to parallel those provided nndder the Forelgn
Service. Such legislation might alse provide for forced early vetirement of
marginal employees, with provision for no reductinn 'r annzities where it
was determined that such action would be for the "guol o the Agency .

There will be seriows and vocal opposition to such a proposal not
only from the Civil Service Commission, the veterans? organizations ana the
employee unions, but also probably from the committees of Congress which are
protective of the Civil Service. Also the proposition will probhebly adversely
affect current recruitment efforits. However, properiy l!egislatel and fairly
administered, such selection-ou! authority is an Important to.l for effective

.

administration of the foreigr axzistance prograu.
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Paper #5 - Possibilities for Increasing Erfficiency
In the AID Program through Reduction
of. Pipelina

The term "pipeline" is used for those funds appropriated to & government
agency, comitted by an agency for specific purposes, but not actually paid out by
the Treasury at the end of the fiscal year. Funds appropriated but not committed
are not included as pipeline in this discussion.

As of Juns 30, 1963 the A.I.D. pipeline for economic assistance was $3.6
billion coumposed of:

- Capitel Projects $ 2.0 billion
- Program Asslstance 1.0 billion
- Technical Assistance .4 billion
- Other .2 billion

All agencies have some pipsline at the close of a fiscal year. Normally
pipeline is not a problem unless the amount 1is out of balance with the total progrem.
A.I.D. has a large capital project pipeline primarily because we finance long iead~
time items which cannot be completed within the fiscal year in which the commitment
is made. For example, we might Tinunce (a) the building of a large dem or

t’b) a complicated electric power expansion or distribution system, both of which take
everal years to complete.

The rature of the A.I.D. program is such that we will probably always have
a fairly large pipeline. There arws, however, some actlons which can be considerza
which will tend to reduce the A.I.D. pipeline. In some cases these measures woulld craate
other problems which would have to b veighed agoinst the pipeline reductiorn.
(1) Heavy year-end obligations aggravate the pipeline problem.

Congressional GCommittees usually look at the pipeline as of The
end of the fiscal year. If new obligational authority can be firmly planned and
conmitted early in the year, the more likely there are to be expenditures during the
fiscal year which would reduce the pipsline. Slow Congressicnal action on approprisa-
tion bills restrict the agency's ability to obligate or commit early in the fiszeal
year. Every effort shcuid be made to establish firm obligations as esxly iun the
fiscal year as possible.
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(2) The recording of "loan authorizations" ss obligations tend to
raise the pipeline considerasbly.

In the Development Loan area the agency has traditionslly
recognized loan authorizations as being obligations. Therefore, outstanding loan
authorizations (1.e., lcan authorization documerts not yet finzlized as legal
obligations by the execution of a signed lnan agreement) are included in the pipe-
line. As of Jume 30, 1963, $088 million of the $2.6 billion pipeline was outstanding
loan authorizations of which $421 million had been authorized in June 1963. The
median elapsed time between loan authorization and signature has been between Tour
and five months. Ex-Im and IBKD, which follow the same practice in treating loan
authorizations as commitments, have an average of less thon threc moaths between
authorization and loan agreement.

The extreme action which could be taken to reduce this portion
of the pilpeline would be to not treat loan authorizations as commitments or to hold
up authorization until all arrangements have been completed to permit an inmediate
signing of the loan agreement. While this may not be feasible, our workiong target
should be the execution of a signed oblignting agresment within four to eight weeks
of the date of the loan authorization.

(3) Multiple year funding increases the pipeline.

Qe Many of our Development Loans are for multiple year funding
presumably done to be sure that funds are available when they are needed in subsequent
years. The expanded use of Section 202(b) authority or anactment of similar Presi-
dentisl asuthority to enter into future commitment subject only to the annual
appropriation of funds would reduce the pipeline considerably.

(4) The time elapsed bei . =en the signing of the loan agreement and
the actual disburcement of funds has been exicesslve in meEny
instances.

In the case of Development Loans there are usually "Conditions
Precedent" in the loan agreement which the borrower must meet bafore disbursemeats
may be made under the loan. The delays in the borrower meeting these conditions
have in some instances delayed expenditures. Loan agresments should not be signed
nor authorized unless there is reasonsble assurance that the "Conditions Precedent"
can be met within a month after sigoing the loan agreement.
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(5) Borrowers having once recsived s cosmitment of Lloar funds may
lose the initiative to implement =he project ag rapialy as
they should.

Current pollcy sad procedurae provide that intarest on
Development Loans acsrue only when astual diawdown is made on whe loan acd is
camputed only on the disbursed porticr. Ia order to provide an incephive o the
borrower to proceed with the project as guiskly &= possiblie, cousideradion coula
be given to incluvde in Develcpmeat Lozos & provisicn which would pzrmii: the Agency
the option of charging & fee on the wilisburesd commiiceat  This provision could
be invoked when it was felt that the bo-reweyr wae agh poocading as rapidly with fhe
implementation of the project as he shouvld. Keeping the project moving would
expedite disbursements of loan funds and halp to reduce the pipeline.

(6) A rﬂvjﬁw of the pineljnn *ndioatns tkat ve are nb]iﬁatipg funds

l&tﬂr.

Thay= ig some 1tdisabion that there is more than a justifiabls
gap between obligations snd expendiwres in the grants aad supporting assistance
categnries as well as in uevelopmﬁut Loans.

Program Assistance pipeline can be reduced by obligatiag in
smaller segments with provisions fc¢r =arlier contract delivery dates and if possible,
the financing of items with short lead-time.

the Technical Arsistance area grestei emphasis should ba
placed on the provision that Proj=cr Acreenent are not to be simed until detailed
implementation actions are ready to v tigoed end released. In those instances where
individuwal projects have been funded one he tun years in advance, effort could bhe
made to cut back new funds.

(7) Specint antentlon shodtd be glven to cloac up oblimatiom

0111<Tandmp me Ao zationg which hisve vamained o

For long hhrlods.

-t T 4 5 M vt o st R 1

Paurticularly, long outstanding loan authorizations should be
cleared up by early exzcution of the penzssary agreement or by canczilation of

TN
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cormitment as appropriats., Funds culiogied by project apreement dated priov to

FY 1962 should be individuslly reviews.: -nﬂ if firm 1nmlemenfarxun 3.%ion has nou
been taken, they should be dechligat« Sibobligations {i.e., fundz ralated to
project implementation orders under priest agresments) which are ne loager veguired
should bhe deoblimatad and withdrewn frow the project sgreem=nt and nol held for
othar possible uses within an expanidsd prci- 1 agresmani..

(8) Firm pisnsing of capenditures prior to obiig

dwelusion of « ~fcxﬂrﬂ1 sxpenditnce o

will help analyze y”’1ﬂrmh 2 in the

L Aapressn ‘.._

Grant and loan aseemeats siould provide firm final expenditure
dates which will permit unilateral xcricu by the U.S. Government in withdrawing
funds not expended by thatl date. FExiagsions of final expenditure dates should be
made only after a conscieuvnious rewiew by senicr offlcisls and when clesrly Justified.

)

A/CONT - A/MP
1/1/64
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Paper #5 - Possibilities for Increasing Efficiency

in the AID Program

Other avenues which offer potential for increasing the efficiency of
the AID program include:

1. Increasing field authorities. The AID organization was established
as a decentralized entity with operational authority vested in four regional
bureaus. AID has alrcady decentralized a number of basic authorities (e.g.,
personnel, contracting) to the regional bureaus to give line operators the au-
thority needed to carry out programs and projects., Further delegations of au-
thority from the Washington regional bureaus to the overseas missions in such
areas as loan operations, personnel, and program approval and implementation
might reduce the requirement for the present size and level of AID/Washington
staff.

2. Increasing use of automation. At least two additional areas of AID
operations appear susceptible to further aucomation with conscquent savings of
staff time and increased efficiency. One is the production and maintainance of
the voluminous amounts of economic and social data required for planning, de-
veloping, and evaluating programs and projects in recipient countries. Much of
these data, which are now collated and maintained manually, could probably be
automated using modern automatic information storage and retrieval techniques.
The other area which could probably be further automated to ease an ever in-
creasing workload over the next several years is the mass of accounting ani
other statistical data related to the implementation of AID loans.

3. Improving personnel management. Increased efficiency can be obtained
through the development and better use of manpower skills by reviewing, restruc-
turing, and intensifying AID's training and career development program; by im-
proving qualification standards for overseas personnel:. and by implementing the
newly overhauled performance rating and employee evaluation programs., These im-
provements are necessary aujuncts of any consideration of measures to reduce
staffing. They should also pioduce savings in the costs of operations as well as
yield indirect benefits in improved employee morale.

4, Organizational changes. Whereas a major recorganization is not
necessary, a number of significant changes in the current AID organization are
in process to provide more effective program direction with no increase in
Washington staff. These changes will provide greater emphasis upon the use of
private enterprise, more effective liaison with Congress and the public, increased
institutional recognition for Point IV activities, and greater attention to the
evaluation of program operations.

A/MP/ AOD
L/2/6L ot
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ALTERNATIVE 1: Primacy Within AID of the LA Burcau

This alternative cnvisions continuing the nresent AID-LA Bureau
organizational pattern but with scveral significant chonges within the AID
framework which would:

1. Give the Alliance orveater priorvity;

2. Strengthen coordination and direction of total U.S. efforts

in Latin America: and
3. Avoid program and operarional disruption inherent in major
reorganlzations,

Under this arraugement  the Snceial Assistant to the President for
Latin America would gree policy diccction and curdance to the AID Adminig-
trator. Policy or eperational 1ssucs would be resolved by direct consul-
tation between the Special Assistmnt and the AlD Administrator. In carrying
out thesc policies, the AL\ Burcau would continue to report directly to
the AID Administrator.

The President’s Snecial Assistant would review and approve all LA
country strategy statements, coonomic assistanee nrograns, nroposcd loans
and grants, and proposed aitlocations of funds to the LA Burcau. Addition-
ally, his pricr approval would be required on any simnificant decisions
affecting LA opcrations, such s sonior personnel appointments and wrocure-
ment policy issues.,

The LA Burcau would have priority to draw upon the common scrvice
facilities and resources of AID as a whole, such as the centralized pro-
curement and PL 480 opcrations of AA/MR: the participant training services

performed by A/IT:; and the Tiscal and accounting services of A/CONT,

~, x‘\
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llowever, the LA Burcau could establish such additional "in-house" staff and
support services as felt nccessary, c.g,, an augmented private cnterprise
capability; self-sufficient personncl operations for its Washington staff;
etc,

This approach would scem to srrike an appropriate balance between the
two main Presidential objectives: Leghlighting the primacy of the Alliance
in relation to other development programs; and ensuring maximum cificiency
and economy in administration., Administrative duplication would be mini-
mized since the Alliance programs would still be able to exnloit fully the
existing resources and expertise of the AID staff indicated on the attached
statement.

A major advantage of this arrangement is that it would require the
fewest substantive changes in existing delegations of authority, no legis-

lative changes, and minimum disruption of operations,

Attachment

'.\\

{



Attachment to
Alternative I

Services | erfnrmpd b) A I D, Fentr'" and Staff

Participant Training
Program Development, Coordination and
Administration; Follow-up and Lvaluation

Procurement
T Standards and Procedure:: Contracting; GSA coordination:
Excess Froperty; Faod for Frecdom: PL 480 Procarenend
Arrangements; Voluntary Foreign Agencies: Ocean Freight:
50/50 Shipping; Relations with 1U,S, Business Community

Personnel Administration
Standards; Recruitment, Bvaluation: Promotion; Sclection Out:
Records and Reports, Sccurity Clearances: CSC Liaison

Controller Services
Budgeting; Disburscment Accounting, Audit

Investment Guaranty Process sing

Professional Management Services
Systems and Procedures: Organization: Data Processing

Central Statistical Services

Program Coordination und Po]ic Development - MAP Liaison
Y ]
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Central lepal )crv1<c\

General Partlc1)ar1n' nr(n\' hulntlonb
| 15 agency

Specialized Techurcal JLJVI(( e cach rechnical specraliy

Investment Survey Processing

PO ST

General Private }HTCIpllJb Guldanto and llulaun

Coordinated Policy Culdanae and [1a150n w11h International

Organizations and InblltullOﬂS T ——

Public Safety Program Develupment and Administration

Research
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ALTER@ATIVEIJI‘ Transicr Command Authority over the LA Burcau to
the President s Special Assistant

This alternative proposes that the ATD iacrin American Burcau be removed
from the zhair of command w1 AJD and Lo piaed under the command authority of
the Special Assistant to the President Th's san be done within the Department
of State by revising the present Delegation of Authority No 104 from the
Scerctary to the AID Administratoy

[t rs envisaged that thi:  cemr amoronons A Liance Yoy Prosoress Bureau
could draw 4 1+ sccs far oupon the rotad AID orcantiation for scervice and
SUPPOTL In the rrean broted om e Aeashios to Alternative 1 or unon the
facilities of the Department of Stare proper, This arrangement would seecm to
assure grearcr operational responsiveness of the Latin American Burceau to the
policy mandarce of the Presadent s Special Assistant, It would however, ex-
pose i to the heavy namagerent busdens of administerine both the ATD- LA
operatrons and vhe Staic Devavciacat o Bnveonn oo TavoveAmerican AfCarrs.
Additionally 1t poses some troublesome substant tve problens | such as the
allocation of common fun:s {supportang ussistance  contingency, and adrminis-
trative) between the Latin American Bureau and the balunce of ALD, the desira-
bility of sepavate jeosslative and budger presentations to the Congress; the
role of the Sproial Assi<iant in the hevetoancn. Toan Commiitee  Lhe career
status and rights of the Burcsu-s personre:: e<c.

This arreomgement would avoid the problems of full integration of the
Latin American Bureau with ARA. It would permit the Special Assistant to
determine which ATD or State scrvies he wouid draw upon, and to what extent
he deems it recessary to achieve operational “self-zufficiency” for the Bureau

under his dirzct command

'
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Although the latin American Burcav would normally be expected to conform
to established AID operatioral poli:ie: and procedures (e.g., participant
training policies, procurement polictes, ontracting standards, etc.), this
alternative would facilitate deviations ro meet unique Latin American situztions.
It is assumed cthat substantive changes in established AID policies, however,
would be the subject of initaai lonsidervation jointly by the Special Assistant
and the AID Administrator, with adjud:cat.on by the Secretary of State in those

instances where agreement cannot be reached,
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ALTERNATIVE III:  “Alliance for Progress" Corporation

Another organizational arranpement for administering the Alliance for
Progress program is the creation of a government corporation within the Depart-
ment of State. This arrangement would requive enactment of legislation for
creation of the corporation, Exrsting regulations, policies and procedures
would also probably require sivnificant moditications to adapt them to the
corporation’s charter. The “Alliance Covporation” would be subject to the
policy direction of the Special Assisrant to the President, who could also
serve either as the Chairman of the Board o1 President of the Corporataon,

ine major arguments for and against this corporation approach are
highlighted in the attached.

Other organizational arrangemeuts are of course possible, For example,
complete integration of the AlID Latin American Bureau and ARA has been advocated
by some as the ultimate answer %o the need for tmproved coordination and
responsiveness to LA piogram requivementrs, A change of this nature, however,
appears to pose even more formidable programs than any of the other alternatives
suggested, e.g., commingling Jdifferent personnel systens and aitheriiies: some
disruption of both the political and economic operations in the LA repgion, and

the apparent subordination of LA economic assistance ro U.S, potrtical intecests,

A
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AL.TERNATIVE IIT

"ALLTANCE FOR PROGRESS"™ CORPORATION

FOR

AGAINST

Status as a corporstion would dramatiyze
U.S. interest in Latin Americas develiop-

ment.

Historically,
on an Agency
its cwm operating methods and intermal
management policles,

The operativns of a [oreign assistance
agency are conarable in some ways to
commercial activities, e.g., lending,
granting lines of credit, commodity
Procurement, underwriting business

ventures and commercial letters of eredit.

A corporation would tend to set Latin

American economic operations apart from

other U.S5. interests in Latin America,

The corporate form would make it easier
to enlist the perticipastion and support
of people and organizatious outside tne

U.S. Government.

e corporate form confers
eater freedom to determine

This migh® connote to the rest of
the world preferential treatment
for Letnin Aunerica.

A government corporation has only
the lati= e which Congress is
prepared o give it. Ccugress is
not likely o chanee its pattern
of increasingly restrictive
legislation on rors 1561

Analog
operations and o
are only superti
and motiva ions
differear.

Any arrangemcn® which hampers
essential corrdination of U.S.
political, melizary and economic
interests in latin America is
undesireble.
Under existiwy arrangements,
extensive non-governnental parti-
cipation is ceing atmained in the
latin American program through
contracts, use of consultants,
assistance to voluntary agencies,
etc.
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Dispersal cr Dismemberment of AID

Tne Alliance for Progress

The qﬁestion whether the Alllance for Progfess as an integrated unit
should be se;arated from the AID program is under high-level consider-
ation and has not been speci?ically adiressed by this Task Fcrc;. For
the purposes of this paper we have assumed a decision to organize the
Latin American program in tne sape way programs ia other reglions are
organized. We have, theref:cra, developed propcsals which epply te AID
programs worldwide. If, however, a decision is reacred to organize
the Alliance separately, what we have proposed shouldrstill be demed

applicable to the balance of the AID progran.

Develcrrernt lending

Provositior: Bileteral develorment lending activities should be trans-

ferred to a new organizaticn, within the gver-all structure cf the

Export-Impcrt Pank, under the supervision of the latter's President

nd Becard c¢f Directors.

(Alternate preoposal censidered and rejected: To recreate tre DevelopF
ment Loen Furd as it existed 2-5 years ago)

Suzrorting arguments:

1. The develcrment lending program would be atfillated with an
instituticn which 1s highly respected in U.S. and fqreign
financial circles and generously suprorted by the Congress.

2. The program wculd te assigned to an 2xperienced and highly.

Competent stalZ--already the primary refusal agency to which



forelgn borrowers must apply befcre obtaining concessionary AID
terms. Selactlve augrentaticn of the Export-Import Bank staff
would be much less difficult, costly, and time-consuming than
recruiting, training, and organizing a ..ew staff.

Since the Boerd of Directors of the Export-Import Bank is bi-
partisan, the historic bipartisan commitment to foreign aidh '
would be re-emphasized and strengthenad.

The program could te beiier justified to Congress, powerful
interest grcups and the erican public, in terms of promoting
Arerican industry and exports, particularly the capital goods
sector. This would not necessarily prevent the creation over-
seas of an {mpression of enlightened benevclence on the part

of the U.S.

The probability of cbtaining multi-year authorization and ulti-
mately even multl-year appropriations would be enhanced because
of the Bank's five-year charter.

World-wide acceptance of this arrangement would be aided by its
rarallel to the IDA-IZRD and the Fund for Special Operations-
IDB relationshins.

As a "banking" organizaticn it would be able to be apprcpriataly
hardi-nosed in insisting on fulM1lment of self help measures

as praccenditions to credit.

past relezionships with priva<te busiress 1t should te possible
to develop privete secter involvenment in ihe Drogram more fully

than a% present.



III. Development grants--Techriical Assistance

Prorosition: To create a technical cogreration administration

closely related to the Peace Corps, with a ccmmon Director.

1. Subl?ropositicn. To keep the new TCA a small coordina-
| ting outfit vhich for actual operations makes maximum

use of the resources of the specialized departments
and egencies (Agriculturs, Corps of Engineers,
Interior, etc.)

2. Subproposition. To shift to the UN Special Fund-EFPTA
the bulk of technical assistence work we are now doing
in countries where we have no other significant econamic

assistance activities.

Solutions considered and rejected:

1.

To disperse the entire activity to the specialized departments
and agencies.
To get cut of the business entirely in favor of leaving the

field to the UN specialized agencies.

Suvporting arguments:

1.

The Peace Corps' current operationa can be considered, broadly,
as technical assistance.

The Peace Corps has a favcrable public ‘mage both at Liume and
abroad.

Since 1t is legally part of the Department of State, the Paace
Corps would be in ~a asppropriate chamnel for forsign policy
guidance to the dcmestic agencies.

Use of a separate staff for coordination of technical assistance

would avold confusion of the Peace Corps' mission.



5. The proposition permits flexibility as between current Peace
Corps operations and technical assistance, particularly in
such flelds as educational assistance.

6. It achieves & substantial reduction in AID personnel and,
probably: a net reduction in total Government employment; L
absorbs substantial mumbers of personnel into majcr domestic
agencies.

T. By separating appropriations for technical sssistance frcm
the "big number" appropriations for capital development, etc.,
it facilitates the rebuilding of the broad "grnss_roots"
support which Point Four had 12 years ago.

8. This could be a substantial move in the direction of compliance
with the guidance in the Humphrey amendment to make "fullast

«+.practicable” use of the damestic agencies.

Voluntary Contributions to International Organizations

Propositicn: Pudget and program coordinaticn responsibility for

voluntary contributions to internaticnal organizaticns should be

discharzed by the Secretary of State thrcugh the Assistant Secretary

of ¢ ste for Internatioral Organization Affairs (I0) with the funds

being approoriated to the State Devartment.

Surportirg arzumenta:

l. A3 a practical matter, I0 ordinarily takes the lsad in repre-
senting U.S. iaterests in UN assistance programs now; hence
the transition to new formal arrangements would not be difficult.
2. The budget for voluntary contribut’ ns has traditionally fared

extremely well in Ccngress (no reductions until this past year),



thus suggesting the desirability of the least radical shift in
responsibility.

3. The size and nature of U.S. volﬁntarj contributions are inti-
mately involved in our overall strategy toward the UN and should

be developed by those persons responsible thersfor.

Supporting Assistarce and Contingency Fund

Proposition: Major SA pregrams which derive frcm the burden of

large national military establishmenta should be transfarred to

~Xhe Defense budget subject to the policy guidanca of the Sacratary

of State; the balance of SA and the contingency fund should be

dumped together into a separate "President's Discreticnary Fund”

to be administered as he direcis by either the Secretary of State

or the Secretary of Defense.

(Alterna.te proposal considered and redectéd: To have the wholas
fund appropriated to Sec. Stats with power to transfer to Sec. Def.)

Supvorting arguments:

1. It relates the defense portion of the program to the primaxy
csuse, 1.e., mlitary preparations for defense of states peri-
DPheral to tha Scviet Bloc, or the maintenance of U.S. mlitary
base rights.

2. It would requirs focus by Defense on the cost bepsfit aspects
of defense relatad assistance by placing the programs in com-
Petition vith over-all Defanse Funds. -

3. It places prover coloration on the purely political sw.rpportingl
Programs, such as Jordan, with mdniwmm requirement of adminig-

trative overheand.



4. It makes 1t possidle to argue for & Pfésideﬁiial fund in
the same way the CIA Resexve Pund is sold-to the Appro-
priation Comittee leaders. In particular would try to
sell a revolving fund cohcept vitﬁxgpérﬁp%igtisnlegeﬁ.
year morely to replentsh the fund. -

5. Provides maximm ﬂe:d.bility.

| (It should be conceded that this is the messlest of the solutions

- provided; yot 1t 18 obvious that this is the most int‘actable part
of tle whole program. Where Defense support is primarily monetary
or a very simple commodity 1mport Pproblam this propoaition 15 prodb-
ably managsabdle but 1t would be or doubtful adequacy where compli-
cated camucdity import programs are reqnired 28.8. Vietnam and laos.
Inherent in the propositicn is the confining of this program to grants--

supparting assistance lcens being handled under IT above. )

VI. Investment Cuaruntees and Private Entervrise Auwd lary Activities

Propcsition: These would be added to the responsidilities of

the Export-Import--DLF organizaticn, outlined under IT.

The argumentation for this seems obvious though 1t might be
urged that the Derartmenta of Treasury and Commerce play a
role in stimilating privates endeavor in under-developed ccuntries.

VII. Overall Consideraticna

We have deliberately deferred overall argumentaticn to the close
because the prima facle case for "breaking up" the AID organization
only a btare two years aftsr it wes created is extremely difficult to
formuilate. It a.ppe&red preferable to present the constituent prooos-

itions and the best arguments theréfor in the hope that the committee



could judze the merits of each discretely. To the extent that one
or more achieved a net favorable judgment thias could then be
welghted eccording to the relative proportion of the toutal aid,
program involved in it. An aggregate of these weighted verdicts

would thus constitute the most 'd.efemsiblc overall evaluation.

The task force if campelled to argue the case in gross would -

t;tress the following:
Increased efficiency from concentration on
more manageable areas of responsibility and group-
ings of really cognate functions.
Making maximm use of Congressional and public
good-will towa.rd existing institutions, o0ld and new.
The appeal of change f-T changes sake.

Ary overall argument would have to present at least a partial

demolition of the analysis that led to the creation of AID in 1961.

One could assert, for example,that the rationele for the program
vas defective in certain respects:
Intagrated country econamic planning is not
' as effective as hoped in view of the disparate
nature of our inputs, political obstacles and un-
foreseeable events.
Despite the magnitude of our total program,
the impact of cur aid is quits marginal as ccmpared
with internal resource availabilities, é.nd therefore

our leverage is not as great as we would believe.



Concentration on worﬁh-whilc pmJecté 13
preferable to mere contribution to broad efforts
at growth in that the former will pay more endur-
ing.political dividends.

To the extent that comprechensive country
. Planning is a requisite of effective conduct cf
U.S. forelgn policy, it does not require a large
unitery Washington establishment but rather a
stroengthening of embassy economic sections and

State Department desks.
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n overall development.
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Geprrute lenddr, corper.. Lov,
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A. Oinernl Dongliorluiong

The conciusiona reachrd vy the Ceuste
Special Committes on Forelgn Aid xa
1957, vhich supporied this approuch,
are rtill wvalid,

Argumertz accspted by Congruse in 1007
a8 justification for crestion of DL,

“Banks" have u better imaie t0 CobgTeébu
and the public; possioly aluo to a.a-
recipieats.

iuguesrnts eccepted by Conguvesc poior to
wergor of DIY imvo AIL

Tris npyronch rad been tried before, and
o e, AU agpie world appec: revevsiondxy

Greator likelilcod cf geining lohg-teln
appropricticns ard borrowvirng uuiarity.

The epproprizotions woule noOt Rave 1. D&
Mstifled on a roontry by cowntiy basls,
but rould be initlally in the fou of
capitnrlization wi.h sudeequent ayprojri-
atlong or ocrroving BUlnrity tased con
peryorzance and illeatrativs prcjects.

The prosTass Cf an agency with longer-
range, core cleariy dafines glele, are
less &vbject to shori-ters prescuraes fivn
apeclal interect yroupd.

A bank can mere realily enforce v '-11‘::
self-eln contributicue to prajecte, end
harcer loan teims.

C. Relitionsniz to C4

Intrgratel counury prozaaring wolld De
cons.ideranly more Girflcuit.

N2t 3.5, Larzminiog pover vis-a-vis ald
rroiplents would dizinisl, ea would,
ronsequantly, our Csfucity TO insist on
yiocnl, polibical end ¢oeial reforme.

Ll o bark worldd mave o cupital acelstance
crientation; tue residue would have a
crunt orientstious; losns 2or technical

1—.;5‘.:, tance Wwouold thrrefore bve less likel

Zither the Alliunce
wolsd be fragmented.

0r tas lending funct

2

Toe "oanr” woull De lecs resyonsive to
overail U.5. forelgn o licy ovjectives,

Tee residusl ALY Punctions would becore
rore valunerthle then st present.
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1.

2.

Alternstive 2:
AID

laniing functions asoligm L oo B peparatle organiztional wiit witkin

cox

L. Gensuuwl Loas 1denticus

4

The change might not be extreus
enough to eantisly Congress ..

B, Ftiect ou Tenting Prosram

More consistent lending policiou.

. Relatromsilp tu otoer U.H. Prograns

Integrated couniry programning wou’d be
wore possible than under other a’ternz-
tives.

Unified direction and policy puidurce
coverull foreian asslatance would be
retained.

AID's bargeining power to insist on
reforms or political mencures by aid
recipients would not suffer greatly.

The Alliance would de frugmented, but
lees 80 than under the othar alterna-
tives.

1.

Integrated countTy prograrxing vorll b
pove AifPicult tien £ presont.

T. wenegevent and Fersonaeld

There would be a minirsm of dislocation 1. Would destroy regional concert, | SN
and loss of contiruity, porele ard aifficult the recruitmanc oF tOp Dak
personnel.. and lows country and reglonal erpors i
Greater flexibllity in use of personnti. 2. Less opportunity for regtaffing.
ATD staff offices sbd Oversoasd missions 3. lines of suthority aud —apponz ibidity
could be uaed. vithin the agsncy wouid bm plurred.

%. FErserual R:lntior:

Tmproved acoees for pblic,

relations vith other landing
institutions.



€

Alternative 3:

RO

Transfe. of lending cpearetic:, -

to Exizbank

Con

A, Geicrel Cons-derations

2.

Exixbarck enjoys good relationships witk

"Banls" bave « bettar image to Congress
ard the public; possibly nloo to aid-
recipienta.

by

-

Congressicoal presevtation dirficuities.

B. FErfect on Lanag Px:o;;_xv;r‘u

3.

Grester likelihood of getting long-
term aprrepristions and borrowing
authority.

The sppropriations would nov have tc be
Justified on & country by country basis,
but could be initialdly in the form o
capitalization with subscquent appropri-
ations or borrowing euthority tesed ou
performance and 1llustrative rrojecta.

The progrems of an agen.y with ionger-
Tangs, more clearly defired goslas, sr
less subject to short-tera pressures
from special interest groups.,

A bank can rore readily enforce ereciric
self-hylp contritutions to projects,
and barder loan terms.

1.

The hlatus snd dislocetion would bust
the progrem and aid-reciplernta as well
a8 lovering mosule.  (Start-up wvould be
euaicr 1t rerpousibility for sll cld
capital projects and lowns stayed with
the resldual agercy.

Eximbark 1s oriented towards the needr
of American bus.aessmen rather then the
requirewcents of U.8. foreign polizy o
the needs of aid recipionts.

C. Belatiorsalp to Uiney U.5, Procrans

1.

2'

—

Intenated country progruming wouls raot
be pcssibple.

Net U.S. largairing power vis-a-vis u'c
reciplente wouldc dimiciss, as would, cot-
sequently, our capecity to insist oo
fiscel, politlcal and social reforms.

The Ambssssdcr's role would be more
difrficult,

Tiw back would heve a capital asalsterc..
erientation; +the resildue would have & &y
orientation; lowus for technical assist
Gace therelfore would be lessg likely.

Loes not colve the problew of grunt--
financed capital projects.

The "benk" vwill be iess responsive to
overall U.S8. foreign »ilcy objectives,

The residwl AID functions will beccns
rore vulnernblie than at present.

Zithur the Aliiarce or the lendirg \
function would be fraguented, {\
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Alrernative 3:

Cont'd
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CoN

D. Marzzer

l, Exirbank is & going concern with 1. beot porsconzl night be attroeied o
experienced personnel. irediciornal Exiwbank fuiactlons, rutrer
than this program.
2. Easler to attract top bunking sklills. 2. AID iy beglnning to ve well renagei. No
P &
ctunge will renlly satlsfy Jongrecc, btut
such o change will savely disrupt opext-
lous.
3. The restaffing involved would permidt
more careful choice of personael.
b, Bein smaller than AID, the egency would
be easler to manage.
5. There would be rno need for a permanent
fleld organizetion with miscions in
each country.
I, Zzterrel kKelatlons
l. Easler and closer relations to iz U.3.
and international banking community.
2. Easler access for the public.
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OTHER CHANGES IN OPERATING
POLICY AND AID ORGANIZATION

Excluding alterations in the orzanization and relationships of the
Alliance for Progress, this paper assumes that a number of significant changes
in current AID policies and organi:at:on already planned will be made but that
a major reorganization 1s not necessary or desirable., Suggested changes; a number
of which are already in train and others which arc here suggested for consideration,
follow:

1. Poli&x

A. Increasc efforts to place "“soft' development lending on a
multilateral basis,*

B. Maximize AID's rclianre on external U.S. rcsources and facilities,
governmental and private, This will require the issuance of an
unequivocal directive followed by aggressive action at all levels
of the agency. It wiil minimize AID's direct operational involve-
ment in programs and projects, particularly in the Technical
Assistance area, Preliminary action on this has been taken and is
reflectcd in the 1965 Pudget submission.

€. [Lliminate or place on a “token” basis, AID precgrams wherever feasible
in countries where U.S, interests are limited or of a "“U.S. presence’
character., This is already underway.

D, Explore the practicability of handling loans for certain countries
through the U,S. commercial banking community under some form of
U.S. guaranty.

E, Develop new approaches to the administration of assistance programs
overseas. For example, the “Delegated Post" concept could be

extended to additional courtries, and even further simplified.

*See Owen paper of Dec. 24, 1963,
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11,

The use of "Consolidated Administrative Management Organizations"
could be expanded.

F, Accelerate the effort ta standardize State-AID regulaiions and
procedures,

G. Where increased efficiency or economy wili result, merge various
State~AlD common services,

H. Mount an aggressive, expanded program of public information to
improve the agency's external image.

Crganization

A. Create an Undersecretary of State for Economic Affairs with
responsibilities broader than those of the Administrator of
AID, *

B, Merge Congressional relations (and possibly public information)
functions into one office also responsible for the legislative
presentation and coordination functions,

C. Clarify the role and functions of HRSD and reorganize it
appropriatcly., Redesignate it the "Office of Technical Assistance
Coordination’™ (or similar title) to connote special emphasis on
technicai assistance., Also, transfer the Office of International
Training and the technical information services of the Communications
Resources Division to the redesignated Office of Technical Assistance
Coordination,

D. Limit DFPE functions solely to private enterprise, and transfer
its loan policy functions to PC.  Also transfer the Small Business

operation from MR to the new Office of Private Enterprise.

* See Owen paper of ez, 24, 1963, ' /}*'



E.

-3~

Transfer the Office of in-i:-:1in: to MR and redesignate MR as

the "Office of Procurement and Enginecering."

Transfer IDOS to PC.

Consolidate the various management offices into a new Bureau

for Administration, with the following changes:

1.

2.

Alolish the Management Inspection Staff; transfer the
Investigations Division to the Office cf Security; transfer

the immediate office of MIS to the Bureau for Administration

as the nucleus of a new "Operations Evaluation Staff" reporting
directly to the Assistant Administrator for Administration,
Upgrade the General Services Division to office status within

the Bureau of Administration.

Abolish the Statistics and Reports Division, distribute appropriate
functions to PC and the Office of the Controller,

Transfer the Data Processing Division (computor operations) of
A/MP to the Office of the Controller,

Abolish the Communications Resources Division; transfer its
technical information functions to HRSD and its media functions

to the Public Information Staff and the Office of General Services

(Visual Presentation Branch),
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UNITED STATES GOVERNMENT Lxecutive Office of the President

Memorandum B of e Budg

TO : ATEL:
Mr. Sem Welker DATE: January 2, 1964

Agency for International Development
FROM : TInternational Division (Rosenthal)_iﬁ}iz\

SUBJECT: Possibilities for Increasing Efficiency in the AID Program

Following our telephone conversation of December 31, 1963, the following
are informal comments of the International Division on your proposed
memorandum to Mr. Ball reviewing the subject titled staff paper.

Selection~out futhority - We would support your proposed increased use of
this technique for both FSR and GS employees. We Teelthe failure of this
techniguc in the past, however, has not been primarily because of lack of
authority or lack of support from the Civil Service Commission, but has
been because of poor internal personnel management. It has been often
charged that AID supervises attempt to circumvent personnel regulations

as much as they use them. It is, therefore, difficult today to document
the case of & marginal employee and to take selection-out actions. We feel
that if AID responds affirmatively to the recent Civil Service study on AID,
if AID makes maximum use of the recommendation in the about-to-be issued
AID/BOB manpower management survey report, and if AID takes advantage of
the presence of a new personnel officer, them AID can significantly improve
its personnel management and be in a better position to use the selection-
out process as an effective technique for increasing AID's efficiency.

Reduced Staffing:

a. Most of the efforts under this category are semantic changes
or are being done anyway for other reasons. We feel that AID might be doing
itself a disservice if false impressions were givea. The proposed elimination
of trust funded foreign nationals as a category of U. S, government employment
will certainly reduce the size of the AID staff in a numerical sense, but
it will certainly have little significent effect on actual operations. This
paper move should not be presented as a management improvement leading to
increased AID efficiency.

b. Reduction in the number of technical assistance projects and total
country progrems is being done for political and program improvement reasons
and not primarily to reduce personnel. The incidental chop-off of staff
as a result of such moves should, of course, be noted. But AID should be
careful to point out how the elimination of projects primarily to reduce
staff might have a sericus negative effect on the program.

c. The facts related to the use of participating agency employees

as a way of reducing direct-hire AID staff should be checked out. We under-
stand that the latest figures indicate a reduction in the number of these

b




participating agency employees instead of the assumed increase,

Reduced Scatteration - Have any really comprehensive steps actually been
taken to re-orpgenize overseas missions? The core concept, the sector
approach, the greater use of private contractors and participating agency
personnel, and the "turn around", are all new approachies that have been
talked about in the past two years. However, we seem to get the impression
that these new epproaches have not lead to real change, nor are they likely
to do so with the present support given them,

A
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st recent was a study mission in the
1t 2 moaths of 1962 southeast Agin.
As n oresult of this long-ranne survey
I have had an excellent opporiunity to
obselve our oveisca nssistance progriuns,
both in countrios conducting “hot wars”
agaimst Comnaenist activities and thorg
Nahting battlos agninet ehually {haltloug
cold war subversion nitemnt,.

Inthe report foliow:ngr thut study mis-
sion T sutiesied Lhat our AID proorams
could be tirhtened up in several ways, in<
cluding the more carelul selection of
priorittes, firintr conirols on the types
and direction of aid, and sclective cuts
in persounel jn AID missions.

Axa result of our finalugs cn this stydy
misston, T delved furthoer inte the prob-
lemis of AID's operations and stailn: in
shecial h‘c.ﬁ.rln;:; conducted in May and
June torcther with numerous interviews
and convorsatiang with persons con-
corned with many dilferent aspects of
these programs. At the conclusion of
these hearines ang my [nvestiration of
these problems, I masde a special repart
to the Committer on Appropriations out-
lining both my findin-:s and surrestions
for futtire improvemenits, Tuds report 15
available to the MumLers of the Senate.
I might add that even durfng the hear-
Ings and investigatons many of the
nroblems we had encountered {n south-
cast Ama were being corrected,

Among the supgesions made {n my
Feport were tha lollowing:

Fhist. That the Arcney take steps to
cquip itself with a g cvaluation nnd
survey sroup to provic~ objective evalu-
atons of prejests underway or under
consideration, ' ’

Second. That g Connrv-by-country
review of oxiting prorrams be under-
taken so that we wil) be betier able to
undersseand and evalunia our posilion at
any given tune.

Third. That recdplent countries make
mexnigful contibutions to any program
Instituted by ATD.

Thase are just i fovr of a sizable num-
ber of suniestior s and recommcendations
corianed in this report,

S8 UL Teport tat s it was a massive
oo to turn thus id program around. It
toule ajonper tine than muy of us ex-
yicted, the f3¢c !s that the foreign
UL Dronra s pow nakine long strides
wward elecliveren, '

I hwdan opsortunity, during the hear-
s we conducted, to obrerve the new
AID Administrator, David Bell, He iy
intellment, tourh-rninded, responsibie,
and vospontsive, The Ageney for Inter-
national Tevelo] ment Aus ndicated to
me the progress mads on cach of the
boiats and recontiendations conialned
I aur report,
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Yor example, h: nimuner o! ald om-

clais on acting stags o teon reduced
sharply: “salection cany! prazle, for aliim-
incung margin.l omnleyees, have pot
und:rway; several ray poss have been
filed with new, comae, at men,

It is stil] truo, (o o, that much
needs to be done, Le Versananel and else-
where—but such tug ham done alieady,
and much i beloy werk:ed en nght now,

In addilon to lwr resronia belng given
to our repor:, a rumter of other basie
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fmprovements have been marle and are
continwinz under the direction of the
Administrator:

First. Steps have been taken to reduce
furiher the already small negative effect
of AID on the current U.S. balance of
bayments. As a resull, about 85 prroent
of Whe dolints approprinled fue Nscn' vear
1964 will be spent for purchases In the
United States. By next fiscal year—fls-
cal year 1965-—it is estimated that the
neaative effect of ATD nassistance on the
balance nf payments will be reduced to
8500 mulhion.

Seccond. Loans have become the major
instrument of forelsn nedstance., In fis-
cal year 1964, 60 percent of total eco-
nomic assistance will be in loans, com-
Parcd to 30 percent in 1061,

Thurd. Speclal eTorts have been intro-

~duced and expanded L increase the role

ol private enterprise, botiy in the devel-
oping countries and in the United States
In the developiment ¢flort. Since Scp-
tember 1962, 16 completely new invest-
ment guarantee ngreements have been
signed with develeping countries, In 11
other countries, coverage has been ex-
pandad. During this fiveal year, the total
of investinent guarantecs of nll types wilj
cross the $1 bililon mark, Local currency
loans to private Investors under Publie
Luw 480 have incrcased rapidly. AID
has lonned more than $150 million in ce-
velopment loans to Private 'entcrpri.se
since AID was established., AID hos
mounted a ncw program to help U.S.
private enterprise o survey investment
opportunities around the world,

Fourth. AID has met with increasing
success In ts eiforts W get other indus-
triaiized nntions to provide more assist-
ance on more liberal termis. The British
recently Issued a white naper outlining
thelr intention to substantaly liberalizo
e Lerms on which they provide nssiste
ance. Tuae Canadians have just an-
nounced a major step-up In thelr nesiste
ance ¢tfort.

Fifth, AiD 15 hardening Its loan terms
a8 Lhe capacity to repay of reclpient
countrlies improves, Greccee, Israel, Tal-
wan, and Thuiland provide cxamples of
counluries In which ioan terms have been
proaressively hardened from fiscal 1062
to 1963.

Sixth. AID has completed termination
of ccononue assistance programs to 15
countries which have achileved sufficient
self-sustaining growth,

Sevenith, More effective methods of
administration of the prozram overseas
have bren developed. Already AID has
created 10
ambasiador parforms ALD functions,
thus elminat!ng the need for a sepoarate
AlD misston and dircetor. In other
countries, steps are being taken to cone
solidale manasement functions of AID,
USIA, and embassins, \

Elehth, Concentration and selectivity
both among AID reciplent countries and
within incdlvidua] country
have heen ‘nereased. Now—20 countries
receive 80 percent of economic assist-
ance—i0 countries receive 80 percent
of military asaistance. -

Ninth. Tesk forces were'cstablished to
roview all procedures for carrying out
assistance programsg, The first proced-

“delerated posis' in which the »

ald programs P
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ur.s menesated oy thls review have al-
reisly been estabiishied, These procels
wretare desioned Lo focus respoisihilitl s
mare shnply, reduce pagser tlow, expedite
action, and shift more responsibiutly ‘o
those charped with tmplementing the
presieamoan tha ficld,

et T'a Pnprgve performanée And
nunimee the need for full time perma-
nent employees, AID s making imcrcas-
ing wie of the vt talenls of the entire
Amcrican communi j in s assistance
ciforls, These im.t de business and (-
disiry, colicires and universities, private
gervice orratuzations, and other Federal
Government agencies and Stale
governinents.

dieventh, AID has excrcieed ty
control over personnel levels and funce
tions. Alnjor personnel functions have
bean deeentreiized to the four regions,
thus & nprcvm: clliciency and reduciny
duplication. ]m 1y mlssions have been
recuced in size; oihiers notubly in Latin
Amcrica have bLeen Increased,  Sharp
reauctons In personnel have beeh ¢f-
fueted In Greece, Isr 'ul Koerea, Libya,
Elhiopia, and Iree China. Loan oflicers

G publie safety advisars have been
added—with Increase oflset by reduction

An’ ( her e ch"lc n .ncc..m..u"

L is iroudc that at the
foreinn ausistance
dircction and

dir. Prestdent,
very iinte v.l.nn o.xr
procram s getting she best

inndance I has hadd 10 the last decalde
ha : o dermands that i be
dirnaasiiods I ls tronle that just at the

time v hien '}n Aveacy for Internationnl ¢
Devclopaent s bepnaing o accomsll a
Lha gonds that the Congrees set for L than
we now Loal ntheae halls demands for
fts aonlition,
when the AID has changed and reformed
its orecedures and persannel practices
that we hear deruands for chanies and
reforns airendy bhelng zecomplished.

Certdnly chanzes mcdcd to be miade;
they have already Lren made. Cerialne '
ty r2lovms necd Lo 2e lastituted; they are:
aiready being insullited. The reorianile
catton of mm '\.".3 in {tself o major and ;
total reorzanization of our foreimn i
stsiauce program desinned to accomplish i
the very tasks {ts critics now c¢lalm a‘
shiould be dofnz, It is true that the exe ;
ccutive branch did not move. with tin-
speed and dL,rmLh in carrying out tha} -
reoraonization that come of us wouuf
havc !mcc‘. But {3 13 cqually true :had
tlls {s now telng carrted out and t.hnt [ o
would be a grave error to intermzt s that
process. Indeced, demands for reargalds
zatlon, overhauling, reorientation mey
very well be the greatest danger w
echicvingsthe eliclent, nffective, Canate
ent, rensible foreltn ald protram that sy’
ali declre and that this country needa, |

Wit we are seiny washed up on Ui
beach s the wreckne ruullhg fron) a
storml 6t scn 4 years ano. e must 14e,
momber that Incst of the examples 1,
waste and InefBelency bing cited in 2|
body ulmost occurred prior to .comutn
zuuon of 1061 and prior to the prews,
direction o? the Agendy.

I ﬂ nd It hard to understand how ﬂ
can achieve continuity tn the’ sendrly
planning demanded by critica of for/gs,
ald If we aro to tear {t up cvary s
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leave it In & etate of unccrmlnty. toss
it back and forth in the debates In this
Congreas, wait {or 8 months before we
appropriate Its moncy, and then expect
it"to be cohcrent, organized, erisp. and
lean in lis presentation to ws and in 'Ls
operaticns abroad.

Mr, Prostdout, thére can La #n guybt

hat “lb is a point In whith theirc is

uhanimous agreementa—that foreign sid
{5 an essential instrument and tool of
Toreign policy. It can, must and will
be continucd 1n ene form or another.
Noearly all of the opponents of this legls-
lation have paid Wt concept lpserve
ice by maying they ,Are oot opposed to
foreign ald but only the way it is being
ciuried out. If effective administration
and organ:zatlon™is their goal, then let
them study more closcly, as my col-
leogues and I have done, {8ty administra-
twn and operallng progedures. They
wili find them much improved. They
vzii find the quality of management de-
¢lrions and cconomic judiments better
nov than they have been in recent
memory. Arcas that need to be im-
proved are- being ~{mproved. | Changes
thet necded to be made have been or
aré in the process of being made.

‘The proper role Tur Congress is to
esiublish nnd write policy, not to ad-
minister the exccutive branch. Lot us
eonfine oursclves to thrat more {mpor-
tant and siguifeant role, polleymaking,
hol administering difllculties particu-
larly applicatle to the forelgn assistance
prograni wluch now has ons of the best
ton mannkvinent teams of any Federal
uency. Tt would be fronic indeed, per-
huaps tragic, if this Agency were to be

It 15 fronie that at a o @i.ted, deatroyed, or sorfously oripplod

precisely at the time when it 3 meeting

“the eriwria for effectivencss and om-

.eiency set for 4 by the Congress. .
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