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PD-37 
February 10 ,  1967 

AID'S ROLE WITH RESPECT TO NON-AID RESOURCES 
IN THE TOTAL FOREIGN ASSISTANCE EFFORT 

A. Background - 
AID, i s  just  one pa r t  of the total fore ign ass i s tance  effort. It  has  
always recognized the importance of other f r e e  world and mul t i -  
l a t e r a l  a i d  donors. It mus t  now pay increased  attention to the 
valuable r e sou rce s  available f rom U. S. non-Federal  a id  donors. 
These  include the business community, voluntary agencies,  the 
universi t ies,  community groups, foundations, unions, f a r m  
organizations, cooperatives,  and s ta te  and local governments. 

AID fu r the r s  the total foreign ass i s tance  effort to developing 
countries through t h r ee  means:  

1. I t  a s s i s t s  developing countries to coordinate d iverse  
aid-donor s, encouraging such donors to provide ass i s tance  
and identifying, where necessary,  suitable opportunities for  
ass i s tance  by U. S. non-Federal  a id  donors.  

2. I t  f inances - or  provides financial incentives for - the 
provision of skil ls  o r  r e sou rce s  to developing countries by U. S. 
enti t ies other than AID. 

3.  It u s e s  i t s  own personnel to a s s i s t  developing countries.  

B. General  Policv 

1. AID as a Catalyst. AID mus t  a c t  a s  a catalyst  to st imulate 
others  to provide ass i s tance  to the developing :nations. In a l l  
f ie lds  and all a s s i s t ed  countries, AID must,  therefore ,  be 
fully aware  of the  total range of potential a id  donors, whether 
U. S. non-Federal ,  mult i lateral ,  o r  foreign. 
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2. AID'S Role i n  Coordination. AID should a s s i s t  developing 
countr ies  to coordinate the u s e  of all r e sou rce s  available fo r  
development - whether indigenous, AID-provided, o r  non-AID. 
AID i s  d i rected by statute to coordinate i t s  efforts  with those  
of pr ivate  and other public ent i t ies  providing r e sou rce s  f r o m  
the United States,  I t  mus t  do so  vigorously, but with full 
r e spec t  for  the independence and ult imate autonomy of p r iva te  
and non-Federa l  a id  donors. 

3. AID a s  a Channel. A D  i s  not staffed to provide, through i t s  
own d i rec t -h i re  personnel,  all the required technical a s s i s t ance  
which i t  i s  capable of financing, Therefore  other sou rce s  of 
personnel  must: be tapped. 

Ra ther  than di rect ly  carrying out a l l  of i t s  own programs ,  AID 
m u s t  increas ingly  become a cha.nnel through which Amer i can  
r e s o u r c e s  and skil ls  - wherever  located - can be identified, 
focused, and t ransmit ted to  the l e s s  developed countries of 
the world. Through contracts  and interagency agreements ,  AID 
must ,  by law a s  well a s  policy, draw upon the technical r e sou rce s  
of governmental  and private inst i tut ions to  the fullest  extent 
practicable.  

C. Specific Policy Regarding Coordination and Catalytic Activit ies 

1. P r e -  Condition. Before agree ing  to fina.nce a technical 
a s s i s t ance  activity, AID wiil make  a diligent effort  to a s c e r t a i n  
that  no other suitable a id  donor i s  willing to finance the activity. 

2. Identification of Pro jec t s ,  Miss ions  will seek  to identify, 
to countr ies  and available potential donors,  specific new pro jec t s  - 
whether o r  not suitable fo r  ALD financing - which a r e  to the cooperat-  
ing countr ies '  advantage and suitable for  private U. S. sponsorship. 
They will  then, a s  requested,  a s s i s t  cooperating countr ies  to enlist  
the support  of such sponsors  and, i n  addition, will in form AID/ 
Washington of such projects  to pe rmi t  fu r ther  solici tat ion efforts  
i n  the United States. 
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3 .  Coordination, Missions and Bureaus w i l l  a s s i s t  cooperating 
countries, a s  requested, in coordinating non-Federal U. S o  aid 
donors. They will seek to encourage sponsorship of projects  
which have maximum social o r  economic impact and to discourage 
duplicative or  low priori ty activit ies.  They w i l l ,  a s  requested 
by sponsors ,  a s s i s t  in  the resolution of operating problems and 
advise a s  to local  conditions and difficulties. 

4. Pr ivate  Investment. Missions and Bureaus will continue to 
be a l e r t  to opportunities suitable for  U, S. private investment 
and will take a l l  appropriate measu res  to encourage such invest-  
ment when i t  would further development objectives. The Office 
of Development Finance and Pr iva te  Enterpr i se  should be called 
upon to a s s i s t  i n  this effort, where appropriate. 

D. Specif ic  Policy Regarding the Implementation of ALD-financed Activities 

1. Orde r  of Preference.  Where other factors  a r e  equal, means of 
obtaining skilled per sonnel will be used in  the following order  of 
preference: 

a. by contract  with non-governmental organizations. 

b. by participating agency agreement  (or contract)  with 
other federal ,  state, o r  local  government agencies. 

2. Use of Direct-Hire.  It i s  AID policy to r e s t r i c t  to  a minimum, 
consistent with other legal and policy requirements,  the use  of 
direct-hire personnel. This policy i s  consistent with the needs 
,to: (a)  shift a s  many projects as possible f rom grant to loan 
financing; (b) foster  an  increased  assumption by competent 
borrowers  and grantees of implementing responsibility for  AID- 
financed projects;  (c)  facilitate, through concentration, the 
elimination of marginal  activit ies and the relocation of technicians 
devoted t? such activities, and (d) eliminate a l l  but the smal les t  
possible contingent of AID personnel,  using such personnel 
p r imar i ly  fo r  policy, managerial ,  technical supervisory, and 
coordinating functions. 
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3. Choice Between Government and Private Instrumentalities. 
In choosing between other government agencies and the private 
community a s  sources of needed skills, i t  i s  AID policy, other 
fac tors  being equal, to favor the private community. This 
policy i s  designed to make even the AID-financed portion of the 
total foreign assis tance effort l e s s  of a purely governmental 
endeavor. It will broaden the base of contact between the United 
States and aid recipients. 

Where a United States f i r m  o r  non-governmental institution i s  
placed under contract for an  overseas  project, a relationship 
i s  created which has the potential -- after  cessation of AID 
financing -- of being independently extended or renewed for  the 
mutual benefit of both part ies  and in furthera.nce of AID'S broad 
objectives. This potential for  "by-product assistance" does 
not exis t  when the job i s  accomplished by government personnel. 
Nor does i t  often exist when single individuals a r e  placed under 
contract. 

It i s  a l so  AID policy, therefore,  to seek, wherever possible, to 
tap the private community for needed skills by placing f i r m s  or 
institutions rather than single individuals under contract, This 
policy requires  AID to contract for such skills on a project by 
project  rather than an expert  by expert basis, to the maximum 
extent practicable. 

4. Criteria.  The policies stated immediately above should be 
applied in  light of the c r i te r ia  se t  forth in the attachment to. this 
Policy Determination. 

E. Implementation 

1. A.11 Missions and a l l  units in  AID/Washington a r e  instructed 
to apply these policies in  every appropriate instance. 

2. Staff offices must  intensify their efforts to become conversant 
with the location, capability, and quality of resources  throughout 
the United States which a r e  potentially available for the total 
ass i s tance  effort. Missions mus t  intensify their efforts within 
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thei r  respect ive  countries to become conversant with the 
act iv i t ies  of a l l  other a id  donors a.nd to a s s i s t  the coufitries 
i n  coordinating them. 

3. The Office of Management Planning must ,  i n  consultation 
with other offices, design agency-wide procedures  to a s s u r e  
maximum possible compliance with these  policies. 

I shal l  f r o m  t ime to t ime r eques t  special  repor t s  of p r o g r e s s  
towards  the full  implementation of these policies, 

William S. Gaud 
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Attachment 

Guidelines Governing t h e  Choice Between Direct ,  Contract,  and 
P a r t i c i p a t i n g  Apency Hire t o  Implement AID-Financed A c t i v i t i e s  

The following e l i d e l i n e s  a re  t o  be taken i n t o  account i n  r e f l e c t i n g  -- 
through s p e c i f i c  choices between d i r e c t ,  cont rac t ,  and p a r t i c i p a t i n g  
agency h i r e  -- t h e  po l i c3 . e~  s t a t e d  i n  Sect ion D of the  foregoing Pol icy  
Determination. The guide l ines  a r e  intended a s  an a i d  t o  ana lys is .  They 

I 
do no t  purport  t o  be exhaustive. 

I .  Legal Res t r i c t ions  

Many funct ions ,  f o r  l e g a l  o r  compelling po l i cy  reasons, can only  be 
performed by d i r ec t -h i r e  personnel.  They include: 

A. Negotiating with host  count r ies  i n  behalf of t h e  United Sta tes .  

B. Making pol icy ,  planning, budgeting, and programming decisions 
which determine the  a l loca t ion  of resources ava i l ab le  t o  A I D .  

C. Evaluat ing and overseeing the  execution of funct ions  assigned, 
(through cont rac t  o r  interagency agreement) t o  o the r  government 
agencies o r  t he  p r iva te  community. 

D. Locating, judging the  competence o f ,  se lec t ing ,  and negot ia t ing  
with ex te rna l  sources of needed s k i l l s .  

E. Performance of e s s e n t i a l l y  i n t e r n a l  funct ions such a s  personnel 
administrat ion,  agency mhnagement, and Congressional presenta t ign .  

11. Administrative Considerations 

Despite t h e  po l i cy  preferences which have been es tab l i shed ,  it may 
occas ional ly  be des i rab le ,  f o r  reasons such a s  those l i s t e d  below, t o  
perform given t a sks  o r  funct ions  through AID d i r ec t -h i r e  personnel 
even though it i s  not  l e g a l l y  necessary t o  do so. Such reasons might 
include : 

A .  The acute need f o r  speed, i n  ins tances  where t h e  needed.personne1 
a r e  processed, c leared,  and immediately ava i lab le  from t h s  ranks 
of A I D ' S  d i r ec t -h i r e  corps. 
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B e  The non-existence of personnel i n  o ther  government agencies o r  the  
p r i v a t e  community who possess t h e  r e q u i s i t e  exper t i se .  This  
s i t u a t i o n  i s  most l i k e l y  when the  needed s k i l l  cons i s t s ,  i n  
add i t ion  t o  pure ly  t echn ica l  s k i l l ,  of a b i l i t y  t o  (1) adapt 
American s k i l l s  and techniques t o  fore ign  condit ions,  (2) impart 
possessed s k i l l s  t o  o the r s  of a  d i f f e r e n t  cu l ture  o r  educat ional  
l e v e l  o r  (3) crea te  i n s t i t u t i o n s  f o r  the r e t en t ion  o r  dissemination 
of such s k i l l s .  

C. The p o s s i b i l i t y  of a  p roh ib i t ive  cost  d i f f e r e n t i a l  between d i rec t -h i re  ' 
and o the r  s k i l l s ,  Before conceding any such d i f f e r e n t i a l ,  it w i l l  
be necessary t o  consider the  i n d i r e c t  cos ts  of d i r ec t -h i r e  (such a s  
overhead expense, ret i rement  b e n e f i t s p  e tc . )  a s  well  a s  t h e  s i g n i f i -  
cant ,  though in tangib le ,  b e n e f i t s  t o  AID of c rea t ing  p o t e n t i a l ,  
through a cont rac t  with the  p r i v a t e  American community, f o r  "by- 
product assis tance."  Also, t h e r e  w i l l  be s i t u a t i o n s  i n  which it 
i s  necessary t o  pay more than d i rec t -h i re  s a l a r y  sca le s  w i l l  permit 
i n  order  t o  procure the  l e v e l  and type of t a l e n t  required.  

D. The poss ib le  l o s s  of cont ro l  t h a t  might r e s u l t  from having a p ro jec t  
( o r  funct ion)  implemented by personnel who are  not  d i rec t -h i re .  
Such a l o s s  i s  by no means t o  be considered inev i t ab le ,  f o r  it i s  
no t  necessary t o  perform a h n c t i o n  i n  order  t o  control  t h e  manner 
i n  which it i s  performed. Normally, AID should cont ro l  p r o j e c t  
implementation through s i g n i f i c a n t  leverage po in t s  r a t h e r  than 
through an over ly  int imate involvement i n  a l l  the  d e t a i l s  of 
execution. 

111. Other Factors  

I n  add i t ion  t o  the  s t a t e d  p o l i c y  preference i n  favor of the  p r iva te  
community over p a r t i c i p a t i n g  agencies of government, t h e  following 
c r i t e r i a  a r e  among those t o  be considered i n  choosing between the  
two sources: 

A. Where the  p a r t i c i p a t i n g  agency would use AID funds t o  h i r e  personnel 
i n t o  i t s  own ranks from the  non-government community, AID should 
consider whether it might be preferable  t o  obtain t h e  needed s k i l l s  
d i r e c t l y  by cont rac t  i n  order  t o  crea te  otherwise absent  p o t e n t i a l  
f o r  ''by-product assis tance."  This  consideration should be measured 
aga ins t  the  bene f i t s  t h a t  might accrue from t h e  unique backstopping 
capac i t i e s  and i n s t i t u t i o n a l  environment ex i s t ing  i n  t h e  p a r t i c i p a t i n g  
agency. Generally, it w i l l  be more advantageous t o  ob ta in  s ingle  
exper ts  from p a r t i c i p a t i n g  agencies and t o  obta in  s k i l l e d  personnel 
f o r  the  implementation of whole p r o j e c t s  from the  p r i v a t e  community, 
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'Be As t h e i r  primary respons ib i l i t i es  a re  domestic, it may be d i f f i cu l t ,  
i n  some instances, f o r  par t ic ipat ing agencies t o  accord the requisite 
p r i o r i t y  t o  A I D 1 s  projects.  

C *  Conversely, once i ts  s t a f f  resources have been committed to  a pro- 
j ec t ,  it may be more d i f f i c u l t  f o r  a  part icipating agency t o  
terminate i t s  services should a  s h i f t  i n  AlDrs program emphasis 
occur* 




