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SUBJCTh

AR R CEY

Chief, fndret Mvision

Projest UTPILLA= Budzet Managemerd

Semorendus for G/I0 frem G{Bw&go‘a Divisien; sudjocts
Prejeet DTPILLAR « Camperison of ixpanditures with
Budzet for FI-19%0 and Ten *{onths of FE~-1957, dated
1 June 1957

1, Ths rsferenced asmorandum expresssd oonoert fegarding FProjuot
DTPILLAR budset manecenert, This meoorandhn ocorments further on this

{wportast subjsct,

2. In responss to Paragraph 1 of the reference, which reviewed
your proviour somments on this subjeob:

a, Attached for your informalion is a eory of a msmerandom
of 29 August 1955 to me from C/I0/2 eutliring ¥¥=1956 Project
budiet menagement problews not talven inte considerwtion in your

analysie.

be I find that larpe sxpanditures in the {inal month of the
fisenl yesr xre commen to other prejects in IO Divislon, e.:.,
C ) and QEACTIVE. I wnderstend that this is ales true in the
Agency as & vhole a3 wil as throuwghewt the Fedaral Jovernment.

ce In additien to the detailed reoard of DIFILLAR expendi-~
tures mictained in 10/2, comprehensive mathly finaneial stete~
ments prepared by Project DTPIILAR arve distributed for informgtion
and analysis to 10/3uppert, Budpet Division, Yinsnee Division and
the Cammercial Staff, wmmmmmmmé,
umwnmmnmmumpmmw

hﬂtmﬁufihﬂoulm nmmum
project wes underspent

1954, the
31.8 $663,k00) of 1ts budgst,

mm-mms.slmmm m)mmorwe:m
budget. I do not fesl that the f4ret nmine wenths total axpendi-
tures, which you selected for comparisen with later menths, is ar
espacially valid bass for comparieon sinee LTPTLLAR did not
receive oh approved budget until Decombar, 1955, and therafore
atterpted to keep expenditures to & alnimes pemiing Iinal
approval of thelr FT-19%6 buadzet.
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d, Arrengements have beun muade to forwerd a oopy af all
FI=1958 budgetary adjustments to the HAwiget Division upon
receipt by 10/2.

3. ¥ith regard to Fardgrashs Za and 2o of the yelorence whigh
are aritieal of the spproval of mere projests by UIFILLAR thm funde
e evuilable to {inenes, I wvish to make two comments:

a, Although the financial stabemants at 31 May indiosted
an overprograming of [ ) the Progran budget wme nob overw
expendac in FI-1957; to the eentrary, JIvILLAR retarnad wre
thaz $100,000 to the A ency reprssenting unexpendad :T«1957
funds

-

e The problem of relalln, project aprrovels to country
propram bhudlgehe weg digoussed u.n-mu DEFiLiAlkte Hen» ooy Ceon-
farsoge last Tovenber, in widsh C/10/2 participated, The
resnlt war a "Rovthe"tewart formila®: %vhen the total of the
soproved projecte for & particular cowriry is within 10 per
cent af the cursbrets total pregran sllotoent, Uhe reprecenta-
tive roguenting spprovil of aduibional projeets should indloste
ulkst sxisting projects will be curteiled, end e smwunt, in
axder to gaxry ont the new projents,* However, the noocessary
proceduress md ilostructions ceuld not be ostablished prier to
January. snd by thst time the Praject was owerprogrased by
< T After attempiing for some time to apply the Heuthe
Shesinrt, formula, it wae found infexsible fer FY=1957 due to the
avaprogreming Alresdy in existenge. Tharelore, for the durs~
ton of FY=1957 P17ILIAR relied -1 a eareful awmihly review of
Program expenditures to prevert sverexpenditores,

If, at first glanse, it secus prodigzal to approwve projects in cxcess
of funde aveilable, allowanos muxi be made for Freject experience
which indloates that a reprosentative will fail te implement a nusber
of spproved projects during any flscal yemr, T:ILLAR H.adquarters
sprrowil of 4 project does not necessarily siondfy thst the project
is rondy for complete devolapmert., It =y slmply wean thot the praj-
ael 18 in its primery steges and the ropresentative wishes to secure
Headguartars @proval before initlating tuder development with the
indigenous porsemwel involveds There igy after all, & ;oint beyord
wirigh projeet possibilities csnmet be dlucvosed on & em;mn,m baais
oven thouph L6 sy tekke meny ad :tio al swatis of vianodng and negs-
$iating before the project metures -~ ant in som cases, it mey never
maturs, This problem of projeot delault wlehr is Srherert in
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DTPILLAS operations means that (77 LLAH would have failed te take
advantsgs of all oppertunities to carry sut itz mission if project
spprovals vere limited Lo the Program budget e¢eiling. There would
also be the danger of & year-end rush of illecsonsidercd projests

Af such & aystom were sdopted, To sumarise, wo belleve that it
would be unrealistic to limit project spprevals te the autharized
Program budget although we reco: nise that axessslve everprograming
tends %0 ageravate the problen of santrolling expsaditures, We feel
that the moat practical solutien would subody prosedures less
restriotive tnan the Bouth-Stewart forwmule without being open-ended.
Therafare we ars ¢onsidering with Froje¢t persunnel the advizability
of adopting e forsula whereby %ie total of appreved projects would
not exesed 115 per cent of eseh country's approved Frogram buiget,

L. Paragraph 2 of the refersnted memorancus states that con-
currence of Chief/FF and the Comptroller uhould have besn secured

befors utilisation of the Targets of . fornds for gouriry
prograss, UTFILLAR for tha past sev y.m # operated on the
basis of four ssmjor Iine item catepories - Cen y,; Adminictye-

t.%. Capital QntlaE: arwi Program. Ko transier o wss to be
between these four catepo nuihmtpﬂcreomme"
Chlef/PP and the Compbroller., 3nce Targets of Op

sidered by ur to be an integral part of "_r: M budge

net considersd necessery to obtain the fe ] sonsurrence of
Chief/PP and the Comptrocller ~ & view in which beth offices con~
curred informlly ir February befers the utiliastion of these funds
wap suthorised by 10, wWe regret that written notiilgation did not
cocur socoter than it did,

5. BEotification regarding the adjustmsnt of Capital Outlaey
described in refsrenced Paragriph 2d was sent to the Budget Division
on the sams day thst ths refersnced memor atdum was prepared.

6, Referenced Paragraph 2¢ suggested ad)ustment ef the admini-
strative budgzet bassd upron reported sllotments, I believe this will
prove unnegsseary for the following tvo resasons:

8, The Preject's estimsted expenditures for :daministrative
are slmpat 61,000 less than budgeted.

be %8 of 31 Myy, actual Administrative cxpenditures totaled
Jleaving a balanoe ofC. _ J for June exvenditurcs.
Sinoe sverage monthly expunditures eqgual only ¢ :} this
would anpear to represent a substantisl marpin,

SEGRET




SECRET

aljm

T. Avoidance of overexpenditures by UTPILLAR, in tetal and
by majer line item categories, 1o a matter of first importance to
DTPILLAR and 10 ar well &5 to the Offiee of the Comptroller, In
the oatie of an operatien like UTPILLAR, whers program possibilities
shift unprediotably over the courss of a year, it is a difficult
matter to handle, It sesms to wa that the levers of oontrol in
respect to expenditares arer

&, An annual budget which ie a8 realistioc a forecast as
is posxible.

b. A4 formula for relating projest approvals to sutherized
program budgeb,

¢. Carsiul monthly checks of country-by~country expendi-
tures, .

d¢. Control of sagh representative’s bank aceount.

0. OContinusl educstion of ssch representative concerning
administration of his program budget.

We balieve that gontinwed progress is being made on these points,
although both we and DTPILLAR realize that there remalns reom for
improvemsnt. Your recent eoncurrence in a set of oriteria govern~
ing carry~-over of program expenditures from ene fiscal yeer to the
next helped substantially in resolving another troublesome aspect
of budget mansgement, and 1 feel that zomewhat cleoser liaison
between 10/2 and your office on this whole subjeet will result in
further improvements.

i N

¢ 3

Chief
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