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. Th. possibility of changr-g the system of appropriatinr funds 
:o riat only to cover current year cxpendotures, not for "full 

of piojcc:s and loans). Assignrcnt: BOB, with participation
A.n6.nj" 

of AID. 

7. 	 The p-sibility of increasing the use of private resources in 
credit).the aic -rograrn(e. r. greater use of contracing, investment tmx 

Aszig;;nunt: AD, with participation of Treasury. 

8. The possibility of eliminating some of the legislative impediments 

to aid operations (how far the "barnacles;" hurt the program?). 

As:nr.,uent. AD, with participation of State. 

All the above are of course in addition to the %,-orkon organizaticnal 

ar :anzcments, and the paper on fundamental elements in th aid program, 

whicn wc.e already asslg-ned at last Friday's meeting. 

David E. Bell 

cc: The Konorable Kermit Gordon 
The Honorable John C. Bullitt
 

The Honorable William P. Bundy
 

The Honorable Ralph A. Dungan
 

The Honorable Thomas C. Mann
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AID should be mintained as is except for such 
 changes as are 

essential to:
 

a. Lccoliffodiie to the 3peial Slutus of he ARA Assic:tant 

Secretary, and the Alli;ance for Progress) and 

b. improve AID's oneratio nal efficiency and effectiveness.
 

AR TTS AGAIST YAjOR CHANGES
 

1, "ReoranItztiori for reorganization's 
 sake," as Fresident
 

Johnson stated 
on Deceiber 16 in signing the Foreign Assistance Act of 

3.963, must be resisted. 

2. Although tener-tlly critical of the aid. program, the Senate 

Foreign Relations Committee (Report No. 588 of October 22, 1963) did not 

recommend substantire chrates in AID structure and authorities. The 

Committee, in fact, coim ended the agency for recent organizational improve

ments. Nor did the recent Congressional study of aid administration 

conducted by Senator McGee recorwnd reorsanization. The report of that 

study ("Personriel Adiinistra:eL.C :wcd (rera tio s of Agency for International 

Development," Novermber 2,-i __.. "ldcI tInt:
 

"The cullulative ei'fect 
oi' the m.a, crash reorganizations andsucoessions in famie a'nrid form iWD rist years of the agencies
which have administerLed our foreimn aid programs, and the hightuinover rate in the other topI,olicy-making positions, makeit inperative that a ;reater degree of stability as well as many internal improvements be brought to the Agency." 

"...The most crying need of the Agency is greater stability,
in both organization and perscnel." 
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Eai'Trlier, the ClaY Report 0 Mrc 20, 1963),conclvuded t '"t -

The' AcE -f'or, internationaj. Development of 1901, is a good one..>2,.The consoli~dation of aid agencies, impro-vement'in personnel,~ ~edutionin marginal activities) better analysis of develop--ment rejuirements, and increased ±nsistence on self-help puz_Ste~un oteAthv een steps forward...."t 

-

3. Stared 1, L961, the l2ast comprehensive reorganization is onrl 
Snow 'beginning to 'Produce Operational results., The procedures for implementing ," 

~iP rograms develope in acodnewith new substantive cne tOtoo 1 year to' 

-

desaign and have now been in,,,effect for less than 
-adequate basis upon which to judge AID, 5s current 

two months. There is no 
organizational and proce 

k--4duxral arrangemnts. in short, 'AID has only now cmltdits "retooling",4 forV 

..The'past 2two years' reorganiztion-ivolving'acomplete overhaul 
~j~'of basic concepts,, approaches and administrative ar~rangement not be"~ ~-

sacrificed merely for cosmetic"2effect. Such anefetwould, in any event ,,'s--' 
-"-">be hard to achievel, as the'-Executive Branch arguments advanced in 1961 in 

-

h, 

,~ 

ffavor of the -existing. 

Congresional).1mind'. 

structure' of AID 

'' 

are still fresh in the public (and' -- ,.~ 

ii, 

5.Any change adversely affecting the integrated 'cgamig,ontrol -~ 
and 'coordination of total-U.S'. economi ai eore'il mee' 

F dacUS. foreign policy 'objectives. Fr~agmentatio of th aid"'~progrm "wi 

impa ir the U.S.,,agii9 power and-will 

<fiscal, ~Political, adsocia r,e2,f 

diminish 

i e p 

our capacity to insist upon'"" 

-s'y 

__ 

6' Msrcntauhyiaiv(tudies have' concluded that U.S 1 2 

economic assistanceroamoude ms ffe tive and4efficient if mna~di" 
-yasingle ageFc,,2~ 

F F ~ .2F,> 
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Such studies include those by: 

The Boeschenstela Cornn1ittc (cui World Economic Practices)195;9 

The Presiden's Cormit tee to Study the United States 
Militory AssisL;.nce 9coir:..' (Dru.ur iepor-t, 1959) 

The Fcr'1!1;.Ltion nd A u:in:L:;..an cut 1W<i.tcd Sta.tes 
Forcirn PolLc (Nn-Joo c , 1,uO) 

Thc C-Ia f C .a:~ e: (->
 

The b roblr 'o ' re.u tiL con1cern policy and (includa public 

Ing Congressional) re],tiCon,,. They 'Jo 1o o,cern uras ni"ation, uroce,.'res, or 

methods. Reorganiz:nrtion 'i) not thefrob]ubaance ofsolie ., Wzh as p.yments, 

the relation between trade an dere.ouan. , ;.e ic an ,ocalof vr:ed 

constituency, or . f.r incre.ase self-heli;the .eis coi.n'trr <'' ; ,<reater 

participation by other developed niations, or incri'tsed muLtiL.terLlization. 

8. Sound imanagement Lnld business ,ue ag-inst m:.rie:Lle,.-mssive 

changes in the status, ztructiuie or role of 1ID. 'JuJ c1lt nges rould frustrate; 

at least for iA., near future, the objectives of efficiency and ecunoiiy being 
sought. They would result in disrupted oj :ratiois lowcered employ,Inortle 

and confusion in (,,th intr1 govermeiil uid e:xternai reLationships. All 

past reorganizations have tak en cosjideral -,e to .prodace benefits suffi

cient to offset the short-tern cha o;:,<b'y created. 

9. No method of or7'niin- the Q, ncim aid effort will be wholly 

satisfactory. The search for -t. or :aniza-iov i ;.ancce, is more likely to 

frustrate the program than it. the theofrcvcue Dnain past ten years, program's 

stability, continuity and orderly niini:tru ;-i.a V reen serf ously shattered 

several times by a succession of organizational and o[erational changes. It 

has been subjected to upheavals ra iisg-Ln Croa. complete independence to a 
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limbo-like "semi-autonomy;" from integration to frag[entation and back to 

integration; and from a grant-Point II orientation to the current emphasis on 

loans and private enterprise. 

At this jumcture, reasonable stability and continuity in the agency's 

structure and syutes of operation are essential if it is to respond to the 

realities of U.S. foreign policy objectives. These should no longer be 

sacrificed for the facade of another "new loo!." Changes should be made only 

where cold logic and U.S. interests compel and when there is reason to expect 

greater effectiveness and economy in operations.
 

'1
 



DEPARTMENT OF STATE 
AGENCY FOR INTERNATIONAL DEVELOPMENT 

Washington, D. C. 20523 

JAN 2 1964 

MEMORANDUM FOR, The Pres: Ident s Conmittee to Examine the Foreign Aid Program 

Attached for consideration are papers prepared by A.LD. staff on.
 
"Possibilities for Increasing Efficiency in the A,i.D. Program", The
 
several approaches being suggested to achieve these ends are set out in the
 
attached detailed papers which are briefly smnmmari.zed below.
 

1. More Selection-ou Authorit (TabA) 

Experience wit efforts Lnder special or one-.time leg' -lative 

authoriti.es in A951, 52, 53 and 1961 to improve efficiency or sJ.mply to obey 
Congressiona. mandates to reduce -te numbers of employee-', is the Agency by a 
fixed. percent age through se-.ectton-oct procedures have been unsuccessful and 
demoralizing,, Tihey have tarnished the image o. the Agency and hindered sola
tion of' the chronic pr:iblem of recruitment for highly specialized skills 
needed in the program. 

Selection-out processes. :i.e. removal 'or marginal competenze or 
surplus to prograin requiremenhs, are accepted as a normal concorriT.rnt of 
the Foreign Service Persormel. System. They are generally considered inimical 
to the Civil Service Personnel System which has somewhat cumrbersome pr; cedres 
for separating personnel, i.e. removal for cause such as mis.conduc, or 
reduction-in- force, to elLmi:.nate surplus employees. 

To meet- the need.,.f A.! T, and to accede t~o repeatedly expressed 
Congressional concern for the aal ity of personnel n A,, .D.. a wurkable 
approach would be to request special. legislation to provide con-l.nuing 
authority-not limited to just a transitional period-for select~ion-out of 
marginal Civil Service employees. This legislation sho-.1d includ.e pr.vision 
lor equitable severance benfits to parallel. ,hose prcv: ,f.ed under t-he Foreign 
Service. Such l.egislat.ior m ght also provide for forced ear ' 7et iement of 
marginal employees, with provision for no redu'cioi,-:.r. arnuites w.ere it 
was determined that such action would be for the "g r' 'te Agen. 

There will be serious and vocal oppositior. to such a proposal not 
only from the Civil Service Comission, the veteran,-il organizaims and the 
employee unio.ns., but also probably irom the committees of Congress. wi:ch are 
protective of the Civil Service.. A.so the proposition will prchbfv adversely 
affect current rt.cruitment efforts. However, properly l.regis LtI.e I aLd fairly 
administered, such selection-ou! anthority is an inpoz-tantto,.l t't-r effective 
adminiJstration of the fore.ig. -,is.arce program,, 

http:authoriti.es
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~::~'<,<i~V 	 substantial. reductioh6 W<iiAaIDorsalready made nz its p2.ared" 
Semployment leve. s for bIoth' FY 196)4 and' 1965. 

beihn -hdto-ef arts p reduce staffing even 

furhe through:, (a), 'greater us6 o' participating agencier,.and of con
trators; (b) : educn the' hmbr"of ,technical assistance projects; 

SC) eliminating ori rducfing the.,A.I.D. program in certain countries; 
usig combined admistzrative service units jointly with 'State and 

USIA-,n certain overseas localiti.es;.and'(e) regionalizing certain activities ~ 
and servicing ~several countries from a central unit overseas or~by use of v 

TDYer uLlLentfro Wash.L±~ington. 

Other techniques to reduce ~staffing are being explored, e.g., use 
of a "grant,-in-.aid" 'apprach in lieu of setting up a 'stadard mission staff 
to plan, administer and audit A.I.D. programs; greater use of scholarsh~ps 
and','"exchage-of- persons t programs requiring minimal or no A.I.D. operational 
staffing. Some of these may 'require legislative changes, or at least
 

0'Congressional'endorsement, before the Agency can undertake their -use and
 
~reali'ze any'reduction in staffing.
 

SRedu 	edScatteration (Tab C') 

Tt is, now Agency poalfty_ t avoid liscatterationti defined as under 
taking----'*ous smiall developmental efforts in a variety of activity fields.-i 	

of-'Agency programming aniplementation guidance stress.~'~.-Recent2-restatements 

~ ~ theinecessity to avoid such dispersal of efforts and to concentrate U."S.'
apsstnc-w'hatever its form-on selected pri.ority goals and objectives. > 

~ 	 To emphasize further agency, policy and&ensure its achievement, steps have-> 
taken and will be6 ac~d e -to re-organize the overseas missions and 
country programs aroun~d. priority goals and objectives rather than around' ~' 
technical funictions and 6,ctiv'It) fields. -'" 

-

-4. Reducing the "Pipeline'l (Tab D) 

size of the "pipel~ine" in the foreign aid program has been the, 
subject of 'considerable discussion in Congressional comittees. Crit-ics of 
the A.I.D.. pogran have charged 'that the A.I.D. pipeline is too large, that 

'The 

-

there has b6en "hoar'd~ng" ,of funds through premature commitments, and that 

there are-sufficienxt ,fThnds~in-'the pipeline to carry-the program---------o 
Sseveral years without the necessity for new appropriations. 

Any. action which can-be taken Ato bring obligations and expenOditu es<;~ 
closer: together will help't-o reduce 'the pipeline and improve the -image of the&" 
pgram inthee ofpthe Congress and the U. S. public. Specific areas---

~~inpro 	 A-

V~VQwhich are being focused on and 'considered for possible changes in'poiy -oZ'-r 
' -A'-'emphasis tb achieve reduction in the pipeline azre, 4 Vi 



--

SAccelerate the making of'1 firm comitments earlier 
in-the fiscal year.+ 

~ Re-examine tbhe: ba'is o'eodigoan'author'Zaions>~ 

lod~j~iming loan agreement -untilassured"that 
Required "cniin rcdn! have been orca~n be~met, 
S 


In> the~technical assistance program , pro ject4 agreemrents ,2;s 

<-hol,-o be enerd<it -uti dealdiplm t 
actionsvare ready ,to~be signed ~and'released.,; ~ 

Canceli'and~remove 4fao the pipeline long-usa 

'loan authorizations 'not-yet finalized'by~signed loan 
agreements . ''-

OtheAcion toInicrease Eitficiency (Tab E> 

Mddibional-cha es irn orgnzto within A.I.D. are being 
-. developedL' to fprovide moe f'fective program direction; ' F~rther decentra

liztin ovrseas missions is to be..'xplored ~~oertinal(ili'!tytothe 

as means of 'ibaszg A.ID-efcec by cutting down the de ' 'of'
 

<'headqarters 4revi.ew. ,4-


Inraezateto 'is to be' given' to expanding the use of' auto-~' 
~<4~'maic ataproessi~,storage andetrieval in r~as related to economic'

~~,planning of', c ntry programs, .as well as in~the loan accountn prcse 

-',Greater emphasis. is being ,placed~on up-graig mlyeskillSL 
~~'~~--~~ ;4adprdc'iiybough,4lmproved. training and "development ~pr'ogra nd 

'4e
.- application' of' new',techniqies'for perf'ormance' rating and conducting-employ'- ~ '-

, -174feval~uations.c'I'' 

,2','4, 
 A'A
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T i. fPaper 	 5 osibi:lities-f'or Increasing Efficiency' 
.;I~~~'< 	 n the AAID Program thz'oughi more Sele ction-

~~~ Out AuthorityN~orCivil Service Employ-e~. 

'OBJECTfIEI To raise the. level "of competence ~-of~ Civil Service personnel
through the separation~of marginal employees. 

HIT~ OF THE PROBL34:~~ 

An analysis o.f the authorities which exist for separation
:'of empJloyees' in the foreign a~nd "departmental service" of;
I~~wAID' conspicuously llustrates -the lack of authority forseparating? from the depa'rtmeritEl service, Civil Service employees vhose l 

S Vpprform~ahe- is mriil' hsino~ref 	 uhepoes:ncan 
~Ou Athoritiees-or, Vif-their appointment is'tme -1imited: under thei 
provisions~of section 63001 hF regnii v ce Ac of ,.IJ& as 
amne onS6tie ,- 1960. -:rior to-and possib ~jin'the absenceVof,~wethese'n authnorities t] ereAhave',. spe ilVer on-authorities <,V. 

S the for l n 	 Thi noseateditrunr S61udf 

Mu 	 o >-
-V--'6 ual>------ as---raton 6rl"digitillll 'fplo6es5. inthe 
-VMutua Security Ac :1~952) CongressA direced .a re lct16n of -n -. 

htorAdcae~ht 	 the redu~ctionA (for~ thepurpose of eliminating'.~-~egard 	 -- -. 
th,drV .) shudb' mae riho to eiisting stue,~regulations and proVceid'es, foi ediiction-in-for MSA rofficials'.e-'tht' ths'uhrt shul,.eNedonyoi'mprove the 

-- V effiecy of t he gny,, codi thebai~pro'cedure used to 4 'Vef 6'tthe ,re'qiiid reduction -was patterned, after standard CSC preferenceV. 
-r ~'~'VV'' reguion ho>~~fwever)i the~4op±nion ofa responlsible office'~ --

AVAthesw 	 res -It.~in in rmenr of; efficene iV4' patcularcase,'V<Qthefact -e~efrrd,to aA!Review'flo-rd~ for recomnndaon 6tVthe- A.Vdirctori2Ony inMBA 	 cstee whichI ri~iment of efficiency'.V--~Ii A-AI~
~VfV-confired were a~jdttd cotrr Aotersls niae yte 

<A TP-~1951, 4the change from ECA to MSA; .CongressKdirected a~10% reductionin personnel. - The, legislative' history-o6f t his4 action not clear 
ato iue shodl.~ue made'ihu regr 
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regult6Js. Af-ter,-a 'f 	 by'theC.C, the~did wasformali lu.	 o0coinductd naccordance with standard regulations** 

VIVJUV ' ~The -Mutual Scurty Act of 1953 inlue a proiinfr 

aV d~~irected~redu~ction .of 1 iadnsttveproelwithin 
-

126, days, afte r passageAof the -act By th ':he 	 --- 

'ef'e ive' OA-had been established as a newindeendent agencay fo~inistering foreign~aid with 'Har~old-adm Stse dmnsrtr In 
-N 

carrying out ifi6 required&l6% .reduction; the" Admi. rator diecided'~/ V~A-A 

-no to use-the- rcdr hc a been foll owed '-n effecting the 5 
rdton~in 1952. pbediui he.approved for Washiigorpesnlincuded: V -go 	 esne
 

V 
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Us~U&of certain CSC Administrative Judgment~and <y 
PUblic.'Af±iairs;selection tests 'as preliminarY~ ~ screening devices.'' 

Use ofSeilS Evaluationswhcyile 
.. , peia Spervisor which 

~;jCombini.ng test scores and numerical evaluations though':~~. ~~a, variety of formulae-,'devised by Mr. tsent riKi 
- at-retention or termination decisions.* 

~~ Provisi :on in the termintio 3 nIn tice for h employee 
.*..selected to request a review ofhs emnain'b 

special.Review Board. The Board, submitted~ 'its"report 3< 

to the Administrator for. his 3fial' deciision.* ": 

In the case of ovrea tpoes
he tests were not, given, but"~ 
',t3~33> were sup-plemented by a retentionhe Special Su eivisory Evaluations 

3pre'lerene rankinig'lsystemimd' id ~'e tetnarCSC ~eglations.~ g 

385 termination' letter's. were ilssued to 'Washington, administrativre 
oyes 1 

' 

"ep Ian and 1272 terminationyijbticel wr issued IbIoh to" admin'isiir.4
tivt an'rga fne verseas epoesAot10epoes

>~ ~ appealed, :'of,'whom,,59 weereinstated.L About 6o 'additional 'reinstate
- ments ~resulted from Mr*. Stasusiifs personal reversal-'of termination1 

34 notices afte Ir presentationInslinbehalf. of emlyewre .aeb 
,~3333~ 'senior Agency official.. A r' " 

I1O5 .in connection with the covlrinof,FOA to ICA), Mr.~~ 
Ho~liste'r, they new 10K,Directo', r'equsted Congressional' authority. 

333..~3 to, remov Ie-during Iassix months period, withou eadtoayIohr 
veTisa 
or y-a ntoetd~oobtohe-

"'' 33 ~66 ~ ~ ~ uurt~wsni bained. Congress 3directed 3 that. 
3333'---.......thMA~to 
 ICA w'as 3 3to be made i orac'wt 

''pdla'le, laws, and regul ti ns, i neatitCivi Sevice4 and 
. 

3-p 3'3.34

~ 343 -333 - Veteran' s~pre rence' 

33'3344,Ain 1961, 'he Conference Comittee which. considered'theFoeg 
Asitac Ac: f 91 which established AID:' j~r ovided -new language y

for~ctio 621which'poiddthat.on 4the date' of the ,boiino 
-DL and. ICA the Presient ,notwithstan nigany oth~er provision~ of- law,,( shall'trnfero suhoff cers or-head olf- Agency suhpersonnl 3333' 

L~rIC 3e ~ f nes oenecessary. The 
33 - 'report~ stated~ tbat these 3provisions~of'4 Sedtion'Y6 1 "-wil 7facilitate ~
 

-
 the abiliity 0of the"kAdmiistart we ou toe,,mloees w~ho'ar~e 
S not ,de~emed ,ad'qua't6 'to the~mpozrtait tasks' of Aecywthu


7requ ring 'a vholesale repliacement" of throne, y
eepoisot
pfrersrc&'A be yoisowereconrary to the view's'of the'Executive''Branch which'~a 
33laceuo eitn authorltie', 'and 'procedures, for the

tranition 
R34 
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trau~frre ta e th p'0lnon of~"h 8erit6noy6e 

Idnifctino four grUE Of CPyesto be.cn idered for Beparation. 

Foreign service Lnployees rke S ws'r1ai~nl 

~ >.Q72. tion Paneir.7by"Selec 

~< 7Washington employees wilth ~a currenL efrf h Lemcv 

,rating of "satisfactory."' 
Emlye o emnnl sind 

Any other employees who in the opinions ofC 12 
senior Washington'executives and of overseas 
miosion direct~ors do not meet the criteria of 
performance which will be required In AID. 

lige of, five three-ieiber~Special Evaluation Boards to review~ 
available information concerning employees in the above 
categories and to recommend either transfer oi-~ noii
trasfe to, AID. -

Review all recommendations of the Special Eval~uation Bord
 
both'to transfer and not to transfer, by the regional 
bureaus anid the Office of Personnel Administr-ation. 

Termination-of the employees rcmeddas iunecessary by. 
-~either~the Special EvaluationBoards, the regional -bureaus,, 

or the&Office of Personnel Administration.-

*--Not if ication of employees not transferred to AID that they~~ 
-may request a review of the decision by a review board. 

*>These ' boards were asked to make recommendations to the 
- V Adiniiistrator~ ac, to whether oi, not an (imploye not transferred,

*-- - - 1~'who requested. a. :eview should he offered employmnt. by AID. 

VOf-, a total, 6f'6300 direct; 1lt:L ermpmyops, 811.4 were consldered for 
------separation ., Of these, 5 were deterinin cd to be* unnecessairfor transfer. 

-,-o, 'A~.~ 33request ed cansideration ',' erefor. reemploymnt. 71 
4";,~ ap'V- v for ieemploym,nbn 25 of th'ese oily if appropi ia$ e vacancies 

- ~~~could, be founid vith'in tliiiee Months.'- A f; otail Of,2711 wer'e separated. 
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C0aT RECOMMENDATIONS: The McGee Report" submiLted to the Senate Foreign
Relations, Committee in flecenbe.1963 staten that AID Selection
out Authority does not apply to -the "12600 Civil Service Employees at thkeWashington level." "Some~ means should be devised to rid the Agency 

' 

of any, deadwood in this category." It recommends that "consideration
shudbe given~to providing means ,of (conducting~the same type"selectiono" peration with respect too.. Civil Service employees." 

The report iequests that the Senate Foreign Relations Committee benotifie&4ithin 6 months on the action t6ken to correct this"ideficiency." 

T~ie"Clay, Committee reported In March '.it
1963 " i.s clear that.the Administrator needs special flexible, immediate, and copntinuing

authority to separate those employees whose performance is marginal
or whose technical skills are not required under changing program

requirements. When General Clay appeared before the House Committee 
on Foreign Affairs April 10, 1963, Chairman Morgan quoted the above,
:i:4~-- K:'statement and asked General Clay whether his committee had found
that.........employees have been carried on the AID payroll who were not
 
needed, and the Administrator was having difficulty in getting rid
of such'e
pople." , 
General Clay replied that if his committee's
 
recommendations were followed, there would be reductions in personnel.
Present regulations which the Administrator would have to follow ineffecting such reductions pl~ace such heavy emphasis on' seniority

that some of the best employees would have to be separated because
they lack seniority, while less qualified employees with more

seniority' would have to be retained. It would be preferable if the
 
Administrator were able to retain the best qualified and not beentirely governed 'by seniori'~y 

DISCUISSION: The experience of the Agency to separate marginal employees under
 
'the 
 three'blank~et authorities discussed above was not satisfacthory.


"Flash" 'programs of this type which lack continuity and' are urgentbecause of time limitations result in inequities, lowered morale)
a tarnished reputation for the Agency, a limited number of separatees,
and the creation of problems in recruiting personnel. The McGee
Report and the General 'Clay Report, however, indicate a continuing . program for the selection-out of Civil Service employees appears 'to 

. .. be:desirable.,. , e...mploye e s .p . .... ,;: . .. . , ... ; . .. oy e e <, , , , , , , ; 

1. Itwould place primary consideration on competence ratherthan seniority or'' needed,, other 6 nsiderations. ' 

.2. Ii would increase the accuracy of thc, evaluations made ofemployee competence.' ' . 
381, It would.raise, the level of competence of the "Civil Service" 
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Pper-7 Possiblities foxncreasing Efficiency 

'i~the,AID Program througb ReducingStaff 

ro blem: How to s in AID staffing to increaserff eff*cie 

j in the program~ri 

Disc s ion:nrecent monthnand weeks, AID has taken a numberof actions designed... 
to reduce its staffingiboth for FY 1964 6Ad for FY 1,965., Reduced 
employmentftargets for both these periods can only be reached by 
strenuous efforts to complyewith new controls and work-saving improvements. 

already' planned or being put into effect. A catalog of these improvements« 
actions has been forwarded to-the President in resp.-nse to his memorandum 
of' November 30, 1963 to all Ded Agencie., 

In order-,to reduce staffing fromuthe present level, '6two-pronged~r 
. ementati6n of planned actions and an 

examination! of new approache Is. 

A. Implmentation of Planned Actions 

A rnrnber of actions have already been taken to reduce 
employment levels. These actions >include: (a) greatei'.use of 
other government agencies, private firms; and institutions to 

-carry out technical assistance project~s(ds ig f nw 
coiitrol syrstem in conjunction with the~Bureau of the 

SBudget; f(c) imlementation ofan~ Agency- wide management improve
Y~t.Ame nt pogram,-which has the Admi,strator.1s personal backing and 

~will,, for the, first time requirtl11operating officials to plan 
and carry out and report upon improvements in their own activities 

~'~ ~rand (d) issuance of severly curtailed employment ceilings for 
Mashington oversees1 with a "freeze" on new hiring until the 

V 'manpower 

Vand 

need for filling7vacancies can be further reviewed.V~ 

* B. New' Approaches. toRdcn Employment 

~ Stillfur~ther reductions are possible, of course, but baialr 
only if (a) qountry programs are eliminated or reduced in scope,; , 

' ~ili '~ 

or (b the mode of business of'the Agency is changed. Such changes
methods fordoing business might include': (a)~reducing the'*' 

number of> coitntriesl in which the program is operated only1 to main-

j 

~2taln~the facade of U.S.' inteet 6~b by delegating the AID 
p rtint other agencies 'in certa&in small, limited 6bjective 

~country programs VandV.transferring-the field~ staff AID now has in 
<I ~those :countries to such other agency'sspayroll' or 2(c) by changingV~V
%7Vthie'method o'f assi~tance in -some 'countries, e.g., shift to grants-~'~ 

~'~ 
*r: -n-aid,' , with very limited restrictions' that obviate ~necessity 'for 

Vhaving any AID'personliel stationed in the country. 

' -. Beyond~ the aove types of' change, further,,adjustmentsi'might\ 
be_made i the cofmprogrion ofin cert0i 

4
 ~.educerV' staffing nep I.. more prograIu assi stance thrug 

9:;V 
II '-V 

*''40,C' 

http:Admi,strator.1s


~.financing of'_-!mmoditbs and less eiimPh~tas-'on< tech~nical assistance 
prjetsihchtake:,eople o, .carry the ot.' "ATechnicalastac A 

. 

ai-be-a -p--ahdiindg-nsteadinsferently-r 
ovrse,
stoadvseand'asqist~the cooperating governments, we,
 

can shift more to an~ exchange. of persons approach--bring tc,' the
 

United.States'more of theigh and intermediat3 level personages ~ 
~~experiences in U.S. insti.tutions. This approach in.effect would .<~ 

enlarge upon the cultural exchange programs .of the Department of 
State--,whiqh would 'be~the .appropriate organizatiton to~conduct this 
'for'm of exchange program. ;Scholarshipi could. be~set. up -using' 
'technical assistance fur das' libasis for gran~ts to the selected ' 

individuals or: instituitions.' 'U S. foundations an universities
 
could be subsidi'zed wqith techznica assistance fitaids to screen and
 
grant such, scholarshIpE;, and even to make the arrangements and
 

' provide the trainring.4 

~Y 

PaC 
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Paper #5 Possibilities for Ice n Efficienc in th 

~P4 44.~444444(%AID Program throu~gh, Reduced,,'Scatteration'" <. '<* 

~'.The> Issue- ~ ~ ,:,,'m 

tehia'assa6'oto .f aS country program, nld
2,Shoul th o 
~re e rate than on orjcts~se lected ~on their, individual merits their 


~i#Jtential lfor 'furthering~ predetermined, program goals.
 

V441 ~4{ PROs: 4 

1., In c4ountries w.here the U.S. objective is maximum,political impact, 
4:4.1 "individual popiilar projects involving social welfare,. e.g. mobile health
 

uA- child 'feeding, etc., u'suaj.±y have more immediate impact than those 

S 'selec'ted prl on"'the basis of 'an economic analysis related to predetermined 
. '.program, ,,''goals. 

2. Placement, -ofU.S. advisors in a number of ministries tends' to .yield '" 

greater tota'l leverage, both political and 4 economic, than concentration in a
 a ~ sniall number of sectors. 
 4" 4'~' 

3. Dispersal of TA prjet thrugmny sectors 0'f the economy may 
S.enable U.S..technicians to haive an exemplary effect on 'awider' range of country9 

acivtisan'at m'ore levels. 

4.Weetehs ontr reuires asitac in'furthering~~a favored 
poect to which the U'S. wouild'.not normally accord4 priority, it r~ay be. 4 ; 

, 

desirable-'-for the bargaining power or goodwiltwllgv s-opv'd 

the assistance. 
',4444~. 


44 

5. Scatteration makes it easiar44for the U.S. to sponsor desirablepo 

pilot~basis inthose cases where the cooperating country may not
.'.""'Jects on a44

seeth ctv te M.. strategy accords
ulimtevalue' of'.an t towi 


e thehe-ltmaciiyowiht 
pirtthus.providing th otentia144for later acceptance of th ga.~;4": ,'4~4 

6.To the extent that each te'chnical assistance project helps to'buil 
a maket f r, .. oodi its onsector~sctteraion f"TA projects wl 

44 '44'bidmore diverse markets .4for U.S. goods. 

4 sectors"wil
Cocnrain of, - i resou s Incitca proi'd( 
basefo self4 -sustaini.ng 'growth; .and more importa~nt 'is,4 the concen-,4Ssoune 


trtio of 'the usually,, me'ager .,ooperating,, coun4 try- resources in- priority,, areas. -

~2.2 When4 a 4sector4 wi4 th which, the Up.S. ha~s become identified4prospers,"'th' 
identifi'catio credyiot e en f te economy as a wqhole has not done 4well.' Such, 

4idetiictio heprogramn is scattered~,' 1cnntoccr'f 


4 
P44 4444.4444 OT

E__1'4.44~ 44" 44. 

4 
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*Po1icj es agastsc atteration force a more~disciplinedU S "analysis 

a a more, critical appraisal of requirements by th c ra g country, 
t ihucooperating country's requirements givingspecialweight tothe abilityof 

ehcountrytoprovide therequired resources. 

. Existence' of more precisely dfndprogram goals to which all pro

uncsu proecrts dwl prov~ide a convincing reason for rejection of many, 
unsondrojctsproposed for assistance by cooperating countries.
 

~Y2&S. concentrated program requires less ov&erhead and can be more'A 

efficiently mariaged.
 

A program concentrated on'a few key sectors can be more readily 
evaluated and adjusted to make it more effective. 

7. The objectives of a concentrated program can be more readily under
stood and thus be more effective.
 

Conclusion: 

The trendin AID has been toward'bconcentration of technical assistance 
projects in a country and this should continue to be emphasized'.) Further imj-1 

more'provements can be made through issuance Iof better program gui delines9 

precise project selection criteria., more effective program evaluation, better 
personnTel orientatiofi and training:and streamlined mission organjization 
oriented'.toward progra goals-all of which will tend to reduce~scatteration. 
and permit greater concentration of aailable AID resources. Program concen

taonmakes possible more effective use both of available AID-resources and
 
-avilale
oopratngcountry resources.
 

Important to the success of achieving U.S. objectives thr'6ugh program 

concentration is ' degree of-fexbility which will peimit the selectionof 

soep e. i y to priorit'goals but which have 1an impact 
value. 

21.:;,1/2/64
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Paper 1-5 - Possibilities for Increasing Efficiency 

in the AID- Proram through Reduction 
of Pipeline
 

The term "pipeline" is used for those funds appropriated to a government
 
agency, committed 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 June 30, 1963 the A.I.D. pipeline for economic assistance was $3.6
 

billion composed of:
 

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

All agencies have some pipe'lin at the close of a fiscal year. Normally
 

pipeline is not a problem unless the amount is out of balance with the total program.
 

A.I.D. has a large capital project pipeline primarily because we finance long lead

time items which cannot be completed within the fiscal year in which the commitment
 

is made. For example, we might finance (a) the building of a large dam or 

*b) a complicated electric power expansion or distribution system, both of which take
 

Several years to complete. 

The rature of the A.I.D. program is such that we will probably always have
 

a fairly large pipeline. There ar,, however, some actions which can be considera. 

which will tend to reduce the A.I.D. pipeline. in sonme ases these measures -r,:ratc 
other problems which would have toe ,ecj '...- , the p].Pe ihe reJuctio!_ 

(1) Heavy year-end ob.i.gations aggravate the pipeline problem,
 

Congressional Commnittees usually look at the pipeline as of the 

end of the fiscal year. If new obligational authority can be firmly planned and
 

committed early in the year, the more likely there are to be expenditures during the 

fiscal year which would reduce the pipeline. Slow Congressional action on avipropria 

tion bills restrict the agency's ability to obligate or commit early in the fscU. 

year. Every effort should be mde to establish firm obligations as early in the 

fiscal year as possible.
 



S-	 2 

(2) 	 The recording of "loan authorizations" as obligations tend to 
raise the pipeline considerably. 

In the Development Loan area the agency has traditionaly 
recognized loan authorizations as being obligations. Therefore; outstanding loan
 
authorizations (i.e. ican auJthorization documents not yet finalized as legal 
obligations by the execution of a signed loan agreement) are included in the pipe
line. As of June 30, 1963, $688 million of the $3.6 bill.on pipeline was outstanding 
loan authorizations of which $421 million had been authorized in June 1963. T.he 
median elapsed time between loan authorization and signature has been between four 
and five months. Ex-Im and I33RD, which follow the sime "r rJaI in treating loan:e 
authorizationm- as coimmitments, have an arerage of less thai tnrec months between 
authorization and loan agreement.
 

The extreme action which coulcl be taken to reduce this portion 
of the pipeline would be to not treat loan authorizations as commitments or to hold 
up authorization until all arrangements have been completed to permi.t an n iediate 
signing of the loan agreement. While this may not be feasible, our worki.g target 
should be the execution of a signed obligating agreement within four to eight weeks 
of the date of the loan authorization. 

(3) 	 Multiple year funding increases the pi2eline. 

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

(4) 	 The time elapsed bet.een the signing of the loan agreement and 
the actual disbursement of funds has been excessive in mny 
instances. 

In the case of Development Loans there are usually "Conditions 
Precedent" in the loan agreement which the borrower must meet before disbursements 
may be made under the loan. The delays in the borrower meeting these conditions 
have in some instances delayed expenditures. Loan agreements should not be signed 
nor authorized unless there is reasonable assurance that the "Conditions Precedent," 
can be met within a month after sigaing the loan agreement. 



(5) 	 Bo.o'ers h once -received a c:onim imenot of foes- ftunds mi 
lose the ini'tiative to im le-menz the proect as irapid ,, 
they should. 

Cur,:rent po2licy anel proceduxres provide that nt'e on 
Development Loans ac-r-ue onr..y ac~tu .ahen made loon aci,l'.wcdowja is o....-,. is 
conuted only on the disb',.rsed pc,.itc,(.. in or*.ler to Provide- ar ti.-ent:ve to the 
borrower to proceed with the proier-aE. qu.i.kdly as possZble- . osi 3'rai ton CLO. 
be given to include in .DeveLcment boan.s a lpovLi. which utLd. perm."i ih, Agen-y 
the option of charging a Lee on the! Wu.AI, :.-.,omau. :; This rovirston. could. 
be invoked when it was felt tha+ the .c',s- r a aot a.sa;:edirspid.y with the 
implementation of the project as he should. Keeping the projec.- moving would 
expedite disbursements of loan funds and help to reduce the pi-el'e. 

(6) 	 A revi.e,¢ of th roenlJ.ndicates tha we are oab.dtl4-n funds 
~sib~vundertTie nszi!on- that -it Is necessary

to assuir th ca~rThbfl-i y of fincL when. fuZds .re reaLy needed 
1l t.M ro 

Tb.':. is some I.. -. on that. there is more the a jast.fiabte: 
gap between obligati.ns and ein peiL ir ;heI. u.ants anid sutpporting a .';Istans e 

categories as well as in "-velopetLoans. 

Program Asst.s;':o? ipeline can be reduced by obligating in. 
smaller segments with provisioas fcs'- -iier contract delive:y dates and if possible, 
the financing of items with short .,had me, 

In the A\3J .. oe area greater emphasis 
placed on the provision that Pr, j-' erent are not to be signed until derailed 
implementation actions are r-eaky t.-. .gci-d and released. in, those instan,.e3 where 
individual projects have been funlec. one ,- 1iio years in advance, effort -,-13 'he 
made to cut bn(ek new f'ux,. 

Tec,,,e..1 .	 shoifd b: 

outstandiinglo.,i_ ._...,.wi....,Lave.mana'_T.......ot:o 
long ,e:riio'DU losr' 

ous'ut.,aing authorizat io.s be 
cleared up by ea:r!ly ex.eeut.ion of tib. u-.:<-sa.cy agreement or 'by cnc.-].t io of 

Pasticula:rly., . l loan 	 should 

S
 

http:u-.:<-sa.cy
http:instan,.e3
http:obligati.ns


c-oramitraent a3~ appropYr.atK.. Fids c,-c1.4P 'd bpxjtag-reanerlt cIat-'d prior to 
n' 19)62 shbould be ind.vdu:*l1v revi i Pi fl-rm ir~ nntaio aAA.tin has no:i 
been taken, they should4 be d~oi~. ~i~gto17( e., fvndsT j:~ht to 
projecot implementation ordes tundey pr,.- I~;a~e.enn whIch axe nio log requl :re d 
should be deoblirtat -d an~d wij. khdrnlro~~rv b ~'~ geie~ and no)t heldi fc.: 
othcer pos.,.vib1. use--" b t allp2~ ~ *t e'n 

-- ~~l!Lz t j -- 'n1oi:. eoIv 

Grant and loan a, ei'ments siiould pruljri ctj, firm .nf-nai epeidatu.re 
dates which will permit un.iTlatcrei -L- -ion by the U.S. Gover-w'int 1--. -utitorawing 
fundsv n,..t expended by that date. 1c'-.)-±l nso fina1 ,-endtture dattes ShouL-d be 
made orLl~y after a consciew~o~ -r~ w~o J.~ l a-rd -wheri clery J}.Lstilfi,!d. 
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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 already 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 ',o the overseas missions in such
 
areas as loan operations, personnel, and progrw approval and implementation
 
might reduce the requirement for the present size and level of AID/Washington
 
staff.
 

2. Increasing ue of automation, At least two additional areas of AID 

operations appear susceptible to further aui:omation with consequent 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 and
 

other statistical data related to the implementation of AID loans.
 

3. _mrovinpersonnel management. Increased efficiency can be obtained
 

through the development and better use of manpower skills by reviewing, restruc

turing, and intensifying AID's tr.aining and career development program, by im

proving qualification standards foi 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. OrQgnizational changes. Whereas a major rcorganization 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/MTiAOD 
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ALTERNIATIVE I: Primacy ith .a A] I) cofC the LA JBl iau
 

This alternative enV ..i;os ct intinp the 
nresent AID- LA Bureau
 

organizational 
 pattern but ith several significant chinges within the AID
 

framework whi ch would.
 

I. Give the Allin~,.e ,'rc,)tcr priority; 

2. Strengthen ciornln;at:, and direction of total U.S. efforts 

in Latia Ainrica: ;and 

3, Avoid pro.. ram an opeiltiora 1 disruption inherent in major
 

reorgani. 2atio, s.
 

Under this arramfei.ient the Scci al Assistant to the President for
 

Latin America wou ld 
 i r no I y Ui r( , t ion and e-i dan;ce to the AID Adminis

trator. Policy or or'erational issues would be 
 resolved by direct consul

tation 
betwveen the Special Assistzmt amd the Alf) Adiministrator. In carrying 

out these policies, the Afl L-L\ fuream would continue to report directly to 

the AID Administrator. 

The Presidcnt's Snecial Assistamt would review and approve all LA
 

country stratl.y statemeni- , ziojl!1
--.
5islst ancc n-or.. ?ro posed loans
 

and grants, and propos( ( iillI at 
anis of (Ainds to the LA Bureau. Addition

ally, his pricr approval woul be rcluired on my si rTnificant decisions 

affecting LA operations, uch ;15 <,o ior personnel appointments mid i)rocure

ment policy issues. 

The LA Bureau would have priority to draw upon the common service 

facilities and resources oF AIf) as a hole, such as the centralized pro

curement and PL 480 opervations of AX1R ; the participant training services 

performed by A/IT; and the fiscal and accounting services of A/CONT. 

A,. 



However, the LA Bureau could establish such additional "in-house" staff and 
support services as Felt necessary * e.g. an augmented private enterprise 

capability; self-sufficient personnel opCrations for its Washington staff; 

etc. 

This approach would seem to strike an appropriate balance between the 

two main Presidential objectives: highting the orimacy of the Alliance 

in relation to other develomient prog rams; and ensuring maximum efficiency 

and economy in administration. Administrative dulicati on would he 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 	 Performed by A.I.D. Centrai and Staff 
[Un its for Reglon,-al Bureaus 

1. Participant Training 
Program Development. (oord iiiation and
 
Administration Foll ow-up aind Lvaluation
 

2. 	 Procurement 
StandarJs and Procedure';.; Contracting; GSA coordinatioin 
Excess P-roperty; Food for Freedom: PI, 480 Procaotucalti 
Arrangements; Voluntary Foreign Agencies; Ocean Freight: 
50/50 Shipping; Relations with [oS. 

3. 	 Personnel Administration 
St dards ; Re cruitment FvaF, atiol: 
Records and Reports', Security 

4. Controller Services
 

Budgeting; -iTsbursenie- Account ing, 

5. Investment Guaranty Procet; inr, 

6. 	Professional Management. Ser'i ces 
Systems and Procedures; Organizatio" 

7. Central Statistical Services 

.umsiness 	Communi tv
 

Promotion, Selection Ort" 
(,!carames(lSC Li aison
 

Audit
 

Data Processing 

8. Prograni Coord nat..io ind II),licyDevi elopment -- M.AP Liaison 

9. Central Legal Secvi~et, 

t0. General Participa.ing gen.y. Re latiois 

L1. Specialized Tecuicai Service -:ch 	 chnlical5pe('atn)
 

.2. Investment Survey P' '0" 1ing 

.3. General Privat,; tc ps i .Xiidnc:e and 1.iaisor 

.4. Coordinated Policy Guidance and Liaison with ilternationait 
Organ 	tai ons I ollsT. . . 

5. Public Safety Program !)evelui)!pent, and Admi nisutration 

6. Research
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ALTERNATIVE III Transfier Command .Authority over the LA. Bureau to 

the President. s Special Assistant 

Th.is alternative proposes that the ATD .atin American Bureau he removed 

from the Ma..n of commandci .


the Special Assistant to the President, 'hs 


in AID alp 1? laed under the commatnd authority of 

:an be done within the Department 

of State by t he present Degati.,.iinon of \uthori.ty i'o 104 from the 

Secretary to the AID Admin15trato 

It is envisagced tha:.t this cm: auLto.) .m .u.Q) )rw A. W ' es Blureau 

could dra% a i sec.s fi . uon .:ii total AID[oU'ri alon for nccrtcc and
 

support in ti, rO;W I .W 0
,, ' At.. t. ,i , A.tuirative 1. or "oon the
 

facilities of the Department 
of State proper. 'T'his arrangement iould seem to 

assure greaT or ope rationa l responsiveness of the latin Americar Bureau to the 

poli.cy manldne of the Presidcnit s Special Assistant. It wold. however, ex. 

ihe avpose him heiQ imnagerwit )tiuakn of adhnministerine both the AlM.I, 

ope rat ions ,nd Ow K at I K' mt'I lle n. Ml" f( av.w:. oican Affai rs, 

Additiona.l.y it pooses some tronblsc.some substantive pi.oh e h ns.; the
 

allocation of commion 
funds 
(supportin :issi stan(e contingenVcy, and adninis
 

trative) betwe-n tho Latin American Bu-eau and the balance of All); 
the desira

bi.. ty of s''.ratc iwu atie and budget presentations to the Congress; the 

role of the Spro via A:n s luan, ini h l t P loan the 

status and rights of the Burcau s peronr. etc. 

This arn-gement would avowd the problems of full integracion of the 

Latin American Bureau with ARA, It. 

Oe, :o I. (AOl i'ltee career 

would permit the Special Assistant to
 

determine which AID or Sta'e servi7c-.e5 be wouci 
daw upon, and to w¢hat extent
 

he deems it reoessary 
to ac:hieve operatioral "self-sufficiency" for the Bureau
 

under his dix.rt command.
 

http:servi7c-.e5


Although the latin American Bureau uould normally be expected to conform 

to established AID operatior,1I po.>,e arid procedures (e.g.,, participant 

training policies, pyocuorement pe:e :cntracting standards, etc.), this 

alternative twould facilitate deviations To meet unique Latin American situations,
 

It is assumed chat substantive changes in established AID policies, however,
 

would be the subject of jnit.: :onsitraton jointly by the Spezial Assistant
 

and the AID Administrator, with adjud-.cat..orn by the Secrer.aTy of State in those
 

instances where agreement cannot be reachcj,]
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ALTERNATIVE III: "Alliance for Progress" Corporation
 

Another organizational arrangement for administering 
 the Alliance for 

Progress program is the creation of a government corporation within the Depart

ment of State. This arran ment wutJd requirec enactment of legislation for
 

creation of the corporation. 
 Lxi stinug reguI ations, poUici s and procedures 

would also 5sini f iant modi f i cati ons to adapt them to thcprobab iy requ:i re i 

corporation's charter. The "Alliance Corp-oration" wotld be sbbject to the 

policy direction of the Speci al Assistant toa the President, who could also 

serve either as the Chairman of the Board oi President of the Corporat ion. 

ine major arguments foi and against thl'is corporation appioa;:lh are 

highlighted in the attached. 

Other organizational arrangemmIts ofare course possible. For example, 

complete integration of the AID Latin Anerican Bureau and ARA has been advocated 

by some as the ultimate answer lo the need for improved coordination and 

responsiveness to LA pi ugra,1 requirements. A change of this nature, however, 

appears to pose even more formidable programs than any of the other alternatives 

suggested, e.g. , commingling d iffe rent personne syst csm and antw, s; some 

disruption of both the political and economic operations in r.h'.: LA QgI on. and 

the apparent subordination ,f LA economic assistance to H.S. political interests. 



CORPORATIONIPROGRESS"FOR"'ALLIANCE 

FOR AGAINST 

1. 	 Status as a corporation would drjant-Lze 1. T1is might connote to the rest of
 
Latir. cu world
U.S. interest in Arierics:. eve.o:- the preferential treatment 

ment. 
 for T8,.4 ri. 

2. Historically, corporate confers A - 1-,'c form 2. governi:i t oreoraion has onlr 
on an Agenc.y greater freedom to determine the latt-. which Congress is 
its On. metInocs and internal prepared to Tire it. Ccngress is 
management policies, not likely so - iale its -,at' ern 

of increasin.: r- Lct.ve 
legislatiol n c ic'ei assistance. 

3. The operati,-,-:-s <i a foreign assistance . Analis ' . 'ci'ei assistanc 

agency are cocrabie in some ways to operati"r.s a:i eoe'_-"t.&.. activities 
e .. lul.n are s ,rnewc •commercial acL"ivities, . , in-, 	 or1 ! -ccaLs ie theYr 

granting lines of credit. 	 , ,ns tre eIcommodlty.. and motiva, li)re
 
procuremens , underwriin.business d-' fferent.
 
ventures and cAommercial letters of credit.
 

4. A corporation would t.enj to sel Latin 	 Any rl-ich hampers
American economic operations apart from essential coo'Jin-,ion of U.S.other U.S. interests in Latin America, political, mii-:ary a.d ec:)nomic 

interests in Latin America is 
undesirable. 

5. The corporate form would make it easier 5. Unader existig,-. arrangements,
to enlist the Darticipation and support extensive r- -overumental oarti
of people and organizations outsideU.S. Government. 	 tne cipation is eeing at:ained in theU..tJ,

Uatin American rogram through 
contracts., use )f consultants, 
assistance to voluntary agencies, 
etc.
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Dec2ber 27, 1963 

Suy -- Brief2 - Tas3k Force 3 

Dispersal or Dismember=ent of AID 

I. 	 The Alliance for Progress
 

The question whether the Alliance 
 for Progress as an integrated unit 

should be separated from the AID program is under high-level consider

ation and has not been specifically adlresed by th s Task Force. For 

the purposes of this paper we have assured a decision to organize the 

Latin American program in tne same way progr-anz in other r.gions are 

organized. We have, therefore, developed proposals which apply to AID 

programs worldwide. If, however, a decision is reached to organize 

the Alliance separately, what we have proposed should still be diemed 

applicable to the balance of the AID program. 

II. 	 Develcment Lending 

Proposition: Bilateral dveloment lending activities should e trans

fere.d to a new oranization. within the over-all stzn'ctur-: of the 

Export-Imncrt PH2S, inder the 	super.ision of the latter's Presiient 

and Bcari cf Directors. 

(Alternate proposal ccnsidered and 	 re.ected: To recreate the 	Develop

ment 	 Loan Fund as it exiszei 3-5 years ago) 

Superti.m.4 argnnts: 

1. 	 Th develcnmnt lend.ng program wvuld be affiliated with an 

insiituticn which is highly re-spected in U.S. and foreign 

financial circles and prtedgenerously supy, by the Congress. 

2. 	 The program would be assigned to an experienced and h-4hly 

competent staff--already the primary refusal agency to which 



2 

foreign borrowers must apply befcre obtaining concessionary AID 

terms. Selective au:-rentation of the Export-Import Bark staff 

would be much less difficult, costly, and time-coIsuming than 

recruiting, training, and organizing a .iew staff. 

3. 	 Since the Board of Directors of the Export-Import Bank is bi

partisan, the historic 
bipartisan commitment to foreign aid 

would be re-emphasized and strengthened. 

4. 	 The program could be better Justified to Congress, powerful
 

interest grcups and the Amierican public, in terms of promoting
 

A.merican industry and exports, particularly the capital goods
 

sector. This would not necessarily prevent the creation over

seas of an impression of enlightened benevolence on the part 

of 	the U.S.
 

5. The probability of obtaining multi-year authorization and ulti

mately even multi-year appropriations would be enhanced because 

of the Bank's five-year char-er. 

6. 	 World-wide acceptance of this arrangement would be aided by its 

parallel to the IDA-IBRD and the Fund for Special Operations-

IDB relationships. 

7. 	 As a "baY,.ing" orgaization it wold be able to be apprcpriately 

ha. -nosed in insisting on Piftl.l-ent of self help measures 

as pconditions to credit. 

8. 	 By erasizin- crien"tation tcrwani eports and buildng on Ex-Im's 

past rewlionships ith private busriness it. should possiblebe 

to 	develop private sector involvement in the progrm more fully 

than at present. 



III. 	 Development rnts--Technical Assistance 

Pr_rosition: To create a technical cooreration administration 

closely related Peace Corps, commonto 	the with a Director. 

1. 	 Subpropositicn. To keep the nrw TCA a coordinasmall 

ting outfit which for actual operations makes maxi mm 

use of the resources of the specialized departments 

and agencies (Agriculture, Corps of Engineers, 

Interior, etc.) 

2. 	 Subproposition. shift to theTo LIN Special Fund-EFTA 

the bulk of technical assistence work we are now doing 

in countries where we have no other significant economic 

assistance activities.
 

Solutions considered and rejected: 

1. 	 To disperse the entire activity to the specialized departments 

and agencies. 

2. To 	 get out of the business entirely in favor of leaving the 

field to the L0 specialized agencies.
 

Supportinj -ruments:
 

1. 	 The Peace Corns' cu -rent operations can be. considered, broadly, 

as technical assistance. 

2. 	 The Peace Corps has a favorable public '-ige both at hIme and 

abroad. 

3. 	 Since it is legally part of the Department of State, the Peace 

Corps would be in :,a appropriate channel for foreign policy 

guidance to the dcmestic agencies. 

4. 	 Use of a separate staff for coordination of technical assistance 

would avoid confusion of the Peace Corps' mission. 



5. The proposition permits flexibility as between current Peace 

Corps 	operations and technical assistance, particularly in
 

such 	fields as educational assistance.
 

6. It achieves a substantial reduction in AID personnel and,
 

probably, a net reduction in total Government employment;
 

absorbs substantial numbers of personnel into majcr domestic
 

agencies.
 

T. 	By separating appropriations for technical assistance frcm 

the "big number" appropriations for capital development, etc., 

it facilitates the rebuilding of the broad "grass 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 "fullest 

...practicable" use of the domestic agencies. 

IV. 	Voluntary Contributions to International Organizations 

Propositicn: .udget and program coordination responsibility for 

voluntary contributions to international orpizaticns should be 

discred by the Secrentr of State through the Assi3tant Secre-tary 

of -ite for International Oranization Affairs (10) with the ftLndz 

being appropriated to the State Derartment. 

Sunort.n argumnt3: 

1. 	As a practical matter, 10 ordinarily takes the lead in repre

senting U.S. interests in U14 assistance programs now; hence 

the transition to new formal arrangements would not be difficult. 

2. The budget for volunta-ry contributV as has traditional.1 fared 

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



5 
thus suggesting the desirability of the least radical shift in 

responsibility.
 

3. 	The size and nature of U.S. voluntary contributions are inti

mately involved in our overall strategy toward the UN and should 

be 	devel6ped by those persons responsible therefor.
 

V. 	 Supporting Assistance and Contingency Fund
 

Proposition: Major SAprgrams vhich derive frcm the burden of
 

large national military establishments should be trnsfrred to 

the Defense budget subject to the policy guidance of the Secretary 

of State; the balance of SA and the contLgency iind should be 

lumped together into a separate "President's Discretionary Fund" 

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

or 	the Secretary of Defense. 

(Alternate proposal considered and rejected: 
 To 	have the whole
 

fund appropriated to Sec. State with power to transfer to Sec. Def.)
 

Suportingaruments:
 

1. 
It 	relates the defense portion of the program to the primary
 

cause, i.e., military preparations for defense of states peri

pheral to the Scviet Bloc, or 	the maintenance of U.S. military 

base rights.
 

2. 	It would require focus by Defense on the cost benefit aspects
 

of defense related assistance by placing the programs in com

petition vith over-all Defense Ptands. 

3. 	 It places proper coloration on the 	purel7 political strpporting 

programs, such as Jordan, with minimu, requirement of adminis

trative overhead.
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4. 	It makes it possible to argue for a Presidential fund in 

the same way the CIA ReserVe Fund is sold-to the Appro

priation Comaittee leaders. In particular wauld try to 

sell a revolving fund concept with'approzpiation&each 

year merely to replenish the fund.

5. Provides ma:xmu fleldbility.
 

(It should be conceded that this is the messiest 
of the solutions
 

pZ\r'ided; yet it is obvious that this is the most intractable -part
 

of tle whole program. 
Vhere Defense support is primarily monetary 

or avery simple commodity import problem this proposition is prob

ably manageable but it would be of doubtful adequacy where Ccmpli

cated ccmmdLty import programs are. required, e.g. Vietnam and Ltos. 

Inherent in the propositicn is the confining of this program to grants-

supporting assi.itance lcas being handled under II above.) 

VI. Investment Guarantees and Private Enterorise Auiliary Activities 

Propcsition: These would be added to the resncnsibilities of 

the Export-nport--DL organizaticn, outlined under Il. 

The 	 argumentation for this seems obvious though it might be 

urged that the Departmenta of Treasuz-r and Commerce play a 

role in stimulating private endeavor in under-developed ccuntries. 

V1I. Overall Consideraticins 

We have deliberately defe.-rd overall argumentaticn to the close
 

because the prima facie case for "breaking up" the AID organization 

only a bare two years after it was created is extremely difficult to 

formulate. It appeared preferable to present the constituent propos

itions and the best arguments therefor in the hope that the ccmmittee 



could judge the merits of each discretely. To the extent that one 

or more achieved a ret favorable judgment this could then be 

weighted according to the relative proportion of the total aid, 

program involved in it. An aggregat. of these weightea verdits 

would thus constitute the most defensible overall evaluation. 

The task force if compelled to argue the case in gross would. 

stress the following: 

Increased efficiency from concentration on 

more manageable areas of responsibility and group

ings of really cognate functions. 

Making maxmnm use of Congressional and public 

good-will toward existing institutions, old and new. 

The appeal of change ftr changes sake. 

Any 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 examplethat the rationale for the program 

was defective in certain respects: 

Integrated country economic 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 our aid is quite marginal as compared 

with internal resource availabilities, and therefore 

our leverage is not as great as we would believe. 



Concentration on worth-while projects is 

preferable to mere contribution to broad effoxts 

at growth in that the former vll pay more endur

ing :political dividends. 

To the extent that comprehensive country 

planning is a requisite of effective conduct rf 

U.S. foreign policy, it does not require a large 

unitaxry Washington eatablishment but rather a 

strengthening of eiabassy ecncmmic sections and 

State Department desks. 



vcc~.1be c with r, nto :1r,,bje ~~a t'~ 

JM~et~z~~c~~ wU~be dzLjtcl In ,e-ttitiveor uj~ 

&aakilyttI. Uv__ 4' tnzc uahrt-i2v by V-A Qoiit,tor far I?4lt=, 

3ct..,4&ty piort- t t'cofou'fich rz V,<.. butvt% trv, et 

the~~ ~ ~ ~ ~ cV rxQ-'UC;-..)4r-~ ~u v.i.s.E 

r .cLC r , v u 

bc, pln l~t --



~o~~~~~~~~a pri~-

Urrza~w~itthoSa=3tf al wa -.rvg to tiz rjwi In t!). 
ai! 

vvu"~O lx, b419C3tz, --. 



Tas Force 3 

The Case for Dispersal~ 7
 

* - The, Agency' for Inter-national, Develqpnme nt' sVIoa. & be
P-opbsition: 

An4abol~ished and its. -funct ions 'transf'erred to other Federal agencies 

Y'>'"Supporting arguments: 

S 1 There is no uniique "commhon denominator"I to the groupi . g of. <C. 

disparate acti,,..tie~swhich have been performed by AID. AID, 

ha's 'shared with mayother agencies the general purpose of 

promoting U. S'. national interests abroad by"eomi"eas 

Any~less 'general 'purpose cannot be. considered conmmon to 'all the 

activities of AID. "Economi~c development of fredynatins1 

for exaple, is not'the real purpose of some types of; foreiglL
~ 4.2'AA.-0OL 41j- ;/jc~.~1 

assistan~cei "Foreign assistnce"; isaaprocess, not a purpose.*~~~k 

2.Tointegrate all foreign economi~c activie ina eaecy, 

kwei&ineet-3 the/: rganizational~criterion of common-ups. buat 7 

4twol tndto create a bureaucratic mose, too lar'ge and, 

:..unwieldy for efficienit adinistration44 

Lon rage is in reality not veryr effective,-~ ~" ~"'Ionmicplanning 


'' countries 'and all'too "often unfore seeablepoica 

evenis thnrow nhe 'est laid scee' no ' -ce hatL1.4

""11 C' ~k,vDspite t1e-i. t.5,f our -total program, the, impact of '-our44~~ 

- ai*s ar~nal as 4 ccmpaired wihinternal -resource avail 

-n 2-441a,heefr ou4 1, < i not as great as w~'e wol elee 
2 14.,2. ',44' 4, y uld ,be~evd 4 '4444! 440 

444 ~~ 4 ' '- 4 ~<' 'b " 1 44~~~4 
144 41l4 ,4C 



Ile should therafiore ccn.cent=at. morc on dajr. :v-;rably
 

worth-while nroj:,ct3., c.: d 12__ onio~a1 ~o~
 

;.This past ycar's ui cL;:.,tz'_,our o .;a on the 1-1ll 

creat~as a Stron- prz,*ton.n L.vor of ehanje -- at ' 

a o:.r zcoral c re for co.smetic reasons , 

alone. 
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XI.a 	 oh~JinefnlB~gress 

qh~uestion whether the Alliance -i'or Progress 'as-anitgae nit<i 

S should be separated from the AID program io unaci~high'level 'con'~ 

~v~sideration and has~not been specifically addressed by this Task-Forcc . 

7<:~~~orthe pur-poses, of' this paper we have assumed a decision to r-ie, 

J 4<h~h~ai- in the way inmrican progra sam programs other regions 

~a77Y4z reorganized. ,,Wehave, theref'ore deyel,6ped proposals which apply
 

'" " to. ID prgaswrd, d-If, however, a decision is eihed to
 

4

" ~ organize the Alliac seaately, what~ we have proposed should still~i1 ~ 

K b~j<uIe..d emend applicable to the balance of' -the AID programn. 

II. -'oomn Lending AI 

-Proposition' 
Bilterl'development lending a.ctivities should be transf'erred to a 

nergnzainjealydistinct',but established within the over-<~i 

:a a], striakture of' the ExportKrImort Bank, under the supervision of'
 

A ~ the latter's board of' directors,~.P
 

Suprtn arguments 

IL4
 

, "A Al c en 	 r woul be af i ia ed wth ae a 	 enin 

AA ns tti, which 	 AiA 
highl 	 An repce U. S.adfoeg 

r 	 fiac-~crld and, gen uppot by'te onres Ad,s erously 	 A 

The -nro-r' ul be assignat-n,,nndtoanre~rienc 	 an highly-1 

=,iotn tf 	 reualae-toee7ich~"--'"''A-Alleayt'eP-* 

1~A 

"oreit: n~~~~~~~~~mus apl e - banigcncs-n-bro,7r 

AI terms. 	 of-"' the Aeet'eaoctto 1A 4AAAimpot 
AA A n AA]A 



'.T I. 

4 f; 
'k-'"" 

I~ I 

staf woude mcl ic dffcultcsty and4 time- consum~ing 

Sthan recruit-ing, training, anorganizi±ng a neil staff. 

'.243*Since the 13oard of Directors of the Export-Import Bank is' 

f, bipOartisany the histoi'ic bipartisani conmitment to-foreign aid 

4k. .~ ''woldbe re-eranasized and strengt~hened. 

7eprogram cudbe beter jsiedto Cogrss -

interest groups and the-American public, in termis of promoting 

'- ~ American industry,~part~icularly the capital goods sector. This '-'-:' 

would not necessarily "prevent the creation, vres f n 4 

1). LI Ui~e~ on, n2 ov r ea ,of a 

imrsso Nf enlightened.-'benevolance on the part of -the U. S. 

-5. The probability of' obtaining: multi-year authorization would be-" 

4enhanced because of the Bank's five-year charter.~ 

6 "or die acceptanice of' this arr.,'agement woiild,be aided by its -A 

N paallel to the IDA-7Z- Division' of' labor witi -he IBRD 

-

~ 

- organization. ~~i,) ~ 14 4 ' " I -

Proposition: kIncreased emphasis4 should be ,,15aced on multilateral " 

2., 

44',r Bal,-aeshp-'bltea 

n,4'{4"N d la amount 

f ai n4 Amrc 

more-

olw 

half44 

hecnotimrue 

ofi 

edn 

e- ,on usd 4.ar 



Tnaynuase:Lnacinrroffers the~bs oppor-, 

.L2j niity to~ effect ne ed refoz'rs,3in 1Threign ountric5 without 

~iiskigr Charges fU.S intervexition itheir internal ~affairs . 

a fivoab imae'brodai', h p toinvlv oterindustrializedI< 

nations in sharing the 'in Cilt '-rden. 

5.Th lo" fIBDshud e .1yepliedb teU.S 

IV- Developoment Grants -Technical As-s tance
 

Proostio_______ibiit f'or prograining and project implemen. 

'~7~W>~ tation of~ bilateral technical assistance activitiLes should be tranis-, ~ 

ferdto the'domestic agencies. 

~ ~'~..'Supporting; arguments: -

S1 . ,The domestid agencies a e the richest source of experti:se . 

assistance to them would pronnote continuity of' technical 

assistance personnel, wthose careers would not be'disrupted by 

overseas tours. 

2 Th geniesenjoy strong support in Congress-dmesic which 

IFII1S4 sh6uld be 1 1oied 

>' 3 The_ domnestic agencies, through professional'contacts, are able . 

5to mobilizesigificant talent and support in'the private Sector .i-

TeForeig sitac Act already provides that miaximum, feas~~> 

ibl use be miade of 'thc. domestic 1agencies. "IMaxainum f'easible"~K~ 

~use has been h~andicapped by the present structurc. which excludes 

'~the, domestic 5 agencies fromi programn decisios. 2 . 15 
7S1 ~ 

L''" I 



. Proposition: The Di±rectorF of~ the Pea e Corps~ should< btdesigjnated 

Coodintorof Techn'ical Assistance,-chargod ith coordinatin' the 

actvitesof the various domestic agencies and providing foreign 

poiygiac t-' thm ad assigzed a separate staff for these 

-Purposes.
 

Supporting -rumns: 

71. 
 The Peace Corps' current operations can be considered, broadly, 

as technical assistance. 

2. The Peace Corps has a favorable public image both at home and 

abroad.
 

3.Since'it is legally par~t of the Department 
 of State, the Peace 

Corp~s would be 'in angoc i- ±n-v-ro foreign policy 

guidance to the domestic agencies. 

4.Use of a separate staff for coordination of technical assist

ance would avoid confusion,of the Peace Corps' miLssion. ' 

* 5Th rposition permits flex blity as between current Peace -

Corps operations and tehia sitne, particularly in such 

6.fields as educational'assistance. AIanAA 

A. 
 It achieves asubstantial reduction in AI ersonnel anprb
 

abya e reduction intotal Government employmnent; absorbs A 

; substantial numbers~or '.qest--
 agencies
~ s personnel in to majo o 

A 7. 'RAy ASeparating appropriations f or technical as~istance from the 

AAAj""z" bi.AA' number appropriationisfrc itl.uvlp etc', 


1'acilitates the~~rebuilding of the broad "grass roots"supr
 

vh~ich Poinit Four hiad 12 years ago, 

r 4' ~ A"~ L" 0., 

2 

i 



'volntar Contrd~uin 3,to ~inter1ational orgnization sho be' 

t-ansf ere toteAsitn Secretary o-:' State f'or Inter.nation~al 

Orr.a.nization AIffairs (1,) with{ the advice of' the Coordinator of' 

Technical Assistance, as appropriate, and State's regional bureaus. ' " 

'' Sporinl arguments: 

~.1. 	 As a practical matter,; 10 ordinarily talkes the lead in repre

senting U. S. interests in UTN assistance pr~asnow;hec 

'the transition to new f'ormal -.rrarrgcr,.nts w-ould not be dif'ficul* 

,budget
"2; 'The for voluntary contributions has -traditionally f'ared, 

Cxureiaelywell in Congress (oreductions until this past ya) 

thius suagesting the desirability of' the least radical shif't ,in
 

~ ' responsibility.
 

3~The size' and nature of' U. S. voluntary contributions are
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intimately,involved in our overall strategJtoward 'the UK and
 

'4 '4 shouJld.be develc';ed by those persons responsible theref'or.
 

4'~ VI. Supporting Assistance and ContiLngency Fund 

S4,7''4Prc~osition: Major 'SA progrns which derive f'rom the burden of' 

'44~ .44~"V44~"large national military' establismDeints should be tran~sf'erred to 4'V' 

~''4~W~1th" Def'ense budget subject to the-policy guidance of' the Secretary,~ 

' ' o "State; the bala4nce 61'SA and, h otnec fund should be 

7' Ain~d..toget-her~ into a ~senarate "Presiden't1 s Discbietionai-7'nd $7~v' 

tc<be admninistered/ as hec cc-sb either the4Secretary'of' State~' 

or the Secreta2'y of'wi.Del 4~'"~ 

.4 < " ' 4 	 .4. " 4 4 

4 4. 44 
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supporting programs, such as 'Jordan, with minimum 
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2- LaaA1n 	 fancions "aigm L" tozl 

Alternutive 

cwj~ee mighit : t be etrer~a2.The 
st:tify Coriqruzenough to 

lenlinz policiau.	 -. 0h.More consistetit 	 ol 1, .i4C. t 
r 

t.bt r 	 U.. .,
C. 	 R lA'tor~r.V~P 

proing Ir. oq b 
be. .	 IntcmftaA countr 

progr-lming vc:,
I. 	 Integrated coun-ry ce liffioult t:,6n P-r, 

thazi under other altwrIa-
more possible 

tive.
 

plicy guiduze
2. 	 Unified direction raA 

verrll. foreign sAstance vuod be 

retainhed. 
no er to insist on 

AID'o 	bargining3. by aA
reforms or politioal mzLxares 

not 	suffer gretly.
recipients vould 

fragmented, but
I. 	 The Alliance vould be 

other 	altern&so than unlar theless 
tives. 

D. 	 M nL~P~ft ana personne l 

=-o
Vould. destroy regional cc.ncet, 

a minim= of dislozatI~on 1. 	
tp p' 1. 	 There woulA be 

ard difficult the recruitw3nfc of 
and 	loss of contiruity, morclA 

nd "a countri andQ regLWIc'lt vY.1 
pesnnlpersoll2. 

for rostaffing.2. 	 Lees opportunity
use 	of personnti.

2. 	 Greater flexibility in 
aL rarponzibi2lity3. Lines of 	autl-kr,'t 

3. 	 AID ataff offices &jAoverseas xissions 
irithin the agency would bn blxrxt.
 

could be used. 


access for public.1. 	 Improved 

vith other lanr~in
2. 	 Improved relatibla 

institutiona
 



Alternative 3: Tru.nsfe.: of leading Ocper tl ., to Zxixbak 

PFO 
CON 

A. Get~or&1 Corer, tizn 

1. Rixmbank enjoys good relationships with 1. Co.grscionai preeitatlon difftcuit-L, 

2. "Bank " have & better izage to Con -ess 
ard the public; possibly tLao to uid
recipients. 

B. EPffect on Let,-.. Pr 

1. 	 Greater like)lihood of gettine long-

term appropriations and 
borrowing 
authority. 

2. 	 The appropriations wvuld not have to be 
justified on a country by countr ba3io,
but could be initially in tht form of 
capitalization with subsequtnt appropri-
ations or borroving Luthority b*aed oL 
performance and Illustrative projects. 

3. 	 The programs of an agezy trith lor±qer
rsmge, more clearly defitnd arago ul 
less subject to short-te,.. prcssure 
fro special interest groups. 

4. 	 A bank can more readily enfcrce specific
self-hlp contributions to projects,
 
and 	harder loan terms. 

C. 	 Tla~ip 

1. 	 T*U. hiatus and dislocatLon would hu.-t 
the progz.m an, aid-rtclpienis aaswell 
as l' in r mroulc. (Etart-up wo,,.d bc 
e'.i,:cr if repcurlibil:tty for all cld 
capital projects ari! lons stayed with 
the 	reaIdu.Jl 

2. 	 ExImbaL-k is 
of Amnrican 
requirwr.nts 
the needs of 

agcy. 

oriented tow-rd the needF 
buas-essmen zuther th)in the 
of U.8. foreign poli,:y om' 
aid 	recipionts. 

.P~~j rog:ra= 

1. 	 Integrated country progrunmLg woui 
be p ssibie. 

2. 	 Net U.S. buarTInin, power vis-a-vis a-drecip~ients urult. din.is,'-, &a would, rcc-.
aequ-utly, our capacity to insist or. 
fiscal, political and social reforms. 

3. 	 "Me Ambassador's role would be more 
difficult. 

4. 	 'flxo ban-k would heve a capital assibtant., 
orinCrttion; the reaidue would ahev &..j 
o .e.:tato, locus for technical assist 
r,.nce therefore would be 	 less likely. 

5 	 DDoes not solve thc problem of grm,t.. 
financel capital projects. 

b, 	 The "bank" vll be les responaie t
 
ov-rs.ll U.S. §breigi policy 
objectives, 

i. 	 The ren±dual I=.J functionfs viii beeo
 
more vulnerable than at present.
 

8. 	 Either the Alliarze or the lendir A\ 
furction would be flugne.ted. 
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Alternative 3: Cont'd
 

P_RO 	 CON 
D. 	 ?co:,_ Ia:,eneit,:.,i _ 

1. Eximbank is a going concen with 	 I. lyst pcrnc-:.el mijht be attr c'ed to 
experienced 	personnel. --r-ditio.ai LxIubank fuilctions, rtrkr 

t.an this Frogram. 

wlo r.magci. 
ch:g- V'?2. rer.ily satis;f' S oxesz, bu: 
such a clhane -il. ! ly disrupt otcr.

2. Easier to attract top bainkir4, skllls. 	 2. !-LD beg,:firn to be yele 

3. 	 The restaffir involved would pei-mit 
more careful choice of persounel. 

4. 	Bei? smaller thar. AID, the agency would 
be easier to manage. 

5. 	 There would be no need for a peiminent 
field organization with miszio- in 
each country. 

E. =letern. !elst ions 

1. 	Easier and closer relations to t U.S. 
and int2:mational banking cor.:nity. 

2. 	 Easier access for the public. 

o< 
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OTIER CHANGES IN OPERATING 

POLICY AND AID ORGANIZATION
 

Excluding alterations in the organization and relationships of the 

Alliance for Progress, this paper assumes that a number of significant changes 

in current AID policies and orgarniat.on, already planned wJ ).I be made but that 

a major reorganization is not necessary or desirable. Suggested changes9 a number 

of which are ilready in train and others which arc here suggested for consideration, 

follow: 

I. Policy
 

A. 	 Increaso efforts to place "soft' de,:elopment lending on a
 

multilateral basis.*
 

on external U.S. resourzes and facilities,
B. 	Maximize AIPs reliance 


governmental and private. This vwill require the issuance of an
 

unequivocal directive followed by aggressive action at all. levels
 

of the agency. It will minimize AID's direct operational involve

ment in programs and projects, paTticularly in the Technical
 

Assistance area, Preliminary action on this has been taken and is
 

reflected 	in the 1965 Pudget submission.
 

a "token" basis, AID programs wherever feasible
C. 	Eliminate or place on 


limited or of a "U.S. 	presence"
in countries where U.S. interests are 

charac:ter. This is already underway. 

1). 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 Lhe administration of assistance programs
 

overseas. For example, the "Delegated Post" concept could be
 

extended to additional countries,, and even further simplified.
 

*See 	Owen paper of Dec. 24, 1963.
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The 	 use of "Consolidated Administrative Management Organizations" 

could be expanded. 

F. 	Accelerate the effort to s-andard-ze State-AID regulations and
 

procedures.
 

G. 	*khere increased efficiency or economy will result, merge various 

State-AiD common services.
 

11. 	 Mount an aggressive, expanded program of public information to 

improve the agency S exte:nal image. 

Organization
 

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 

appropriately. Redesignate it the 'Office of Technical Assistance 

Coordination" (or similar title) to connote special emphasis on 

technical assistance, Also, transfer the Office of International 

Training and the techni al information services of the Communications 

Resources Division to the redesignated Office of Technical Assistance
 

Coordination. 

D. 	Limit DFPE functions solely to pzivate enterprise, and transfer 

its loan policy functions to PC. Alsn transfer the Small Busines, 

operation from MR to the new Office of Private Enterprise. 

'A See Owen paper o7 fle .. 24, 1963. 	 tl; 



E. 	 Transfer the Office of H -.:,j i:, to MR and redesignate MP, as 

the "Office of Procvrci'cnt and Engineering." 

F. 	Transfer IDOS to PC.
 

G. 	 Consolidate the various m:nagement offices into a new Bureau 

for 	Administration, with the following changes:
 

1. 	Abolish the Management Inspection Staff; transfer the 

Investigations Division to the Office of 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. 

2. 	Upgrade the General Services Division to office status within
 

the Bureau of Administration.
 

3. 	Abolish the Statistics and Reports Division, distribute appropriate
 

functions to PC and the Office of the Controller.
 

4. 	Transfer the Data Processing Division (computor operations) of
 

A/MP to the Office of the Controller.
 

5. 	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).
 

/
 



B, FORM NO, 34 

UNITED STATES GOVERNMENT Executive Office of tie President 

Bureau of the BudgetMemorandum 
TO Mr. Sam Walker DATE: January 2, 1964 

Agency for International Development 

FROM International Division (Rosenthal) 

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 kuthority - We would support your proposed increased use of
 
this technique for both FSR and GS employees. We feelthe failure of this 
techniquc 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 a 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, than 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 given. The proposed elimination 
of trust funded foreign nationals as a category of U. S, government employment 
will certa.nly reduce the size of the AID staff in a numerical sense, but 
it will certainly have little significant 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 programs 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 serious 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 



2
 
participating agency employees instead of the assumed increase.
 

Reduced Scatteraion -
Have any really comprehensive steps actually been
taken to re-organize overseas missions? 
The core concept, the sector

approach, the greater use of private contractors and narticipating agency
personnel, and the "turn around", are all new approaches that have beentalked about in the past two years. However, we seem to get the impressionthat these new approaches have not lead to real change, nor are they likely
to do so with the present support given them. 

jN
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fIl"o). recit, ". a SLtdy M!!;:iiion in thi196(! tlo soithea.lt ASii& continu-n,: under been mnrie and are 
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the direction of theA.- n re.ui of thin long-ranjcI have i1_1 an sur-vy Ad.-nlstrator:excll,,nt opiortunbtM t o lirst. Steios have been taken to rcduceob.srve our ove;sca nis;irance l'rogrm"s.
both In countri., colductIng "hot warli" 

further the already small negative effect 
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of All) on tho current U.S. balance of 
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cold it ofindwar :i bveison a L 

uU attho Jhl(t a.aeU'oirittLwt foe ti.cat.In t. 1954 vearIn the report folIowinIg tLh:, study mis-
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cludinr, the in-ire 
noaLivo effect of AID a-ss.tanc on thccaief'l selection ofpriorities, firintr controls the 
balance nf payments will be reduced toon types $500 million.and direction of al, and solective cuts Second.III persoiliel in AID m!'.ions. 

Loans have become the major
AN a reult of mr fn16lnus ( n this sttjdy 

Instrument of forelg rL,.3tance. In As
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Local currency
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ur. W;ge:'at(.d by tlI rcv!cw have ol- lave It In a Btate of uncertalnty, tWas 
rc:dy btcn csLbh.d. These proccd- It bac anrd forth In the debates in this 
u;'. are t..dto foeu rc;po:t.sihiltt.a Co:imress, wait for 6 months before we
Ilror' :;I*rpy, rwdi:ce p",,cr liw. cxcdte a p)roprlatc Its money, and then exp-ect

tn, :n ;hief Moreo responsibi:1ty o It,to be coherent, organizeti, crtsp, and 
thv:. ch"argcd vin,- Iinicntilg the hean In l.s presen.tatLion to us and in Is 
Prc':;'an in Wth) fI~dtT-'s-Lis. Tu oe rations abroad.Iiniprou p~orfortnadu Aaid Mr..141thlaoit, ulorg Gan ba n o doubt15 

mn:c the rnc(,dfor full tizileti)erala- that41.hki is a point in %hit:h there is 
ncne-npijloyces, AID 12nakng lnei'cac;- L;u.xiarutu.s a-rree-r.cn -- that foreign' ltd
ln. .e of th l vj ute; of the enti i ; an e;!ential Instrument and tool of 
Anv.r-can cOnM:ty In ts fwne!gIIItan: pol cy. It can, mur. aned widl 
eiomis, The:;e Irc&;de buine.is and Ii- be continued In one form or awiolher,
d*;:i.y, colie;rc, and univc.,r.1..es, private N.'arly nil of t1)e opponent&of thi" Igls
zervic o-anizattons, and other Federdi laton have paid Uthit concept lipsery-
Government ,";cucfcs and Stato Ice by isayintn they are not. opposed to 
coue.'TMhrints. foreign aid but only the way It is bcxilg

Z~eveniIi. iUD has cxercised tight'r OC-urid out. If efective admini.stration
control over praonncl levels and func- and organzation-is tleir goal, then let 
tlons. AT;aor J~cr:omu0! functions have Viem study more closely, as my col
bc'.n (1ccntr.izr d to the four rerois, 1teoues and I have done, Its adminlstra
tht.s 
ianprcvu.: eillcicncy and reducui:g tu-yi ad operalin prov-dures. They
dd~c:,tton. 'L~ny ns have bern lil find them much Improved. They
xc"ducedl tI nize; others notoibly In LatIn WVIi find the quality of anagement de-
America have ,een Inc:cased. Sharp c.ions and conomic Judgments better 
,ed1,0-'uon. In pc,:.iornl have been ef- riov, than have been Inthey recent
ft.ted In Greece, laracl, Korea. Libya, rnmory. Areas that neid to be In-
Ethiopia, r.nd ,';ec China. Loan o~ceers pr'vcd arc- belng - improved.. Change.

f
an, publlc sa r'.7adv:s'rs have boin ta,,t needd to be made have been or 
adctcJ-with Iucrca.e o.ts,.et by reducLiton ar in the procesa of being made.

.in*("h trtch ai dccahi.s. 'lhheprcpor role Tbr Congres is to 
.:r. P1':cdt, It Is h:on!c that at tUe *iabll.h and write policy, not, to ad

very L:rnu v.hon onir fore:;gn t.ak'ncc tmlt;'er the executive branch. Iet us
 
pr,; ram 1!gettin. the bef. dreclthn and oiIrltne ourr.'Ives to tlTat more Irepor

r.I:,.,'e It has h:.r! In the la.t dcca.'c 
 tant and sigmuica'cnt role, pol!cyinaktn.

that ".'shc t hr dvraanda thnt "t)e no. admtnis'.crtng d.lculties particu

, ...tl. tromc that ju.st at the larly applicaL'le toi the foreign albstance
 
tl:e ,!,ci the A:Pncy for :,,tcrnat,; nil I pr09ram wluch now has one of the best

Dmvh;;-.cntI's t,;:i:n:i:;. to accon,. Il 
A tOP :nanikvmnt teams of any Pederal
 
th, .i:e.Iathat thc Contrc'. Sot for It thai; ":I2ncy. It would be Ironic Indeed, per
we,ne' h;c, tthc.sc halls demanzid f )r hs tragic, IfthLuAeny were to be
 
IL; a tol:=on. It is Ironic th at at a tlrIm S.: ted. de.4troyed, or borioully orlpplod
when the ,JDhas ch, .,,c and rvformed lr,'c!sely at the time when It is meeting
its :)rcecdurcs and r.'a .mmcl practicen "he icwrira for effectivenew and offi
that we hear dcraands fur cban:vs and ciency set for t by the Congra 
refor: alre.dy zecomplshel.be-'_n, 

Ccrt.li;ly ciangrs needed to be niade; 
tley have alrrad lbcn made. Cerati
yr..o..... nee:l tL be tsttutcd; they art' 

ahli ady :.t't:ed. Th:e:Threor.;ani
,at.ll of 19I! va" n Itzelf a major and 
total i'o:'a:;zatlon of our fore!,n V;

s to accomp'i.;kte prom,-am t'eLn.e' 
thc '.'c-y tns :s its c:",h. now c!hln S 
should be doinz. It is true that the e.
ecutive branch d.d not move. with tim 
speed and dL;r3atch In carriing out tht;l 
reora:zattn that, rome of utswould 
have liked. But I. Is equally tarue :hol 
tUds !s,now laingcarried out and that 10 
would be a grave error to Intern:- tha 
proce.;s. Inured, dcmand.s for rcir',aid 
zation, ove:'haul'fli, reorcnrtath ifMI; 
vry well be the greatist danger j& 
achevin1ALhc eflicient, efective, ceng. 
cat, rensIble foret:,n aid pronram that -in 
all dc.-rc and that th'is country ;iecda, 

,
Wh.at we are seeln! washed up on Un 
be:;ch is the wrecknr.e resulting fron a 
tor;1 at sea 4 years ago. We must )1.1 

memhbe" -hatinc . of the e.ample. I1. 
waste and ineltcIency birg cited In tkf: 
body almoin;; occurred prior to 'coirau., 
zation of 1161 and prior to the p'ei-wii 
dircction of the Agency. 

I find It hard to understand how f, 
can achieve continulty In the' son.it,
pluanng demanded by critic of 1oxvI4&, 
a.lcIf we axe to tear It up every , ',3 

. #1,
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