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ADMINISTRATION OF THE DEPARTMENT OF STATE
AND THE FOREIGN SERVICE, AND ESTABLISHMENT
OF A FOREIGN SERVICE ACADEMY

MONDAY, JULY 6, 1959

U.S. Senars,
SUBCOMMITTEE ON STATE DEPARTMENT
ORGANIZATION AND PUBLIC AFFAIRS
. or THE CoMMITTEE oN ForEreN RELATIONS,
a Washington, D.C.

The subcommittee met, pursuant to call, at 10 a.m., in the Foreign
Relations Committee room, U.S. Capitol Building, Senator Mike
Mansfield (chairman of the subcommittee) presiding.

Present: Senators Mansfield and Aiken. -

Senator MansFiELD. The meeting of the subcommittee on State
Department Organization- and Public Affairs of the Committee on
Foreign Relations will come to order.

Today we are hearing testimony on a number of bills relating to
the administration eof the Department of State and the Foreign

- Service, including several bills which would establish a Foreign Service
-’ Academy. . :

I should like to begin by making a number of pertinent documents
part of the record. First, I shall insert in the record the notice of
these hearings which I put in the Congressional Record on June 23,
1959, and which contains a list of all the bills on which we are to take
testimony. The notice is accurate except for S. 1502, dealing with
annuities of retired Foreign Service officers. On the request of
Senator Sparkman, the author of that bill, we are going to postpone
temporarily taking testimony on that bill. I would also remind
members of the committee that on April 16, 1959, a hearing was held
on S. 1243 to establish standards of language proficiency and improve
recruiting for the Foreign Service. I should like to announce that
printed copies of that hearing will shortly be ready for distribution.

Second, I shall insert in the record a copy of each bill to be con-
sidered, followed by a copy of the comments of the Department of
State or other executive agency on the bill or, in appropriate cases,
a letter from the Department of State in support of the bill. These
will be inserted at the appropriate places as we. take up the bills
grouped according to subject matter.

Third, I shall insert in the record an exchange of letters between
Chairman Fulbright and Under Secretary of State Henderson on the
subject of Department of State policy on assignment of Foreign
Service personnel.

Fourth, I shall insert & memorandum prepared by the Department
of State on the subject of salaries and other compensation for higher

L g ranking Foreign Service officers.

1
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Fifth, I shall insert a letter to Chairman Fulbright containing an A:
extraction from a report on improvement of recruitment and training e
of diplomatic personnel, whicﬁ was prepared by the World Peace
ggmmﬁttee of the New York East Conference of the Methodist

urch.

The third, fourth and fifth items will be insertec. in the appendix to
the printed hearings. (See pp. 189-205, appendix I.)

(The notice of hearings is as follows:)

June 23, 1959.

Norrce oF HEARINGS BEFORE THE SUBCOMMITTEE oM STATE DEPARTMENT
ORGANIZATION aND Pusric Arrairs oF THE Commrrree oN Foreien Re-
LATIONS, SENATOR MANSFIELD, CHAIRMAN N

Mr. President, I announce that the Subcommittee on State Department Or-
ganization and Public Affairs of the Committec on Foreizn Relations will hold
%ublic hearings beginning on Monday, July 6, 1959, at 10 a.m. in room F-53,
.8. Capitol, on the following bills: <
1. S. 443, Mr. Green (by request), January 17, 1959, to amend the Foreign -
Service Act of 1946, as amended, and for other purposes.
2. 8. 1243, Mr. Saltonstall (for himself and Mr. Mansficld), March 2, 1959, to
amend the Foreign Scrvice Act of 1946, as amended, to establish standards of
foreign language proficieney for the Foreign Service of the United States; and for
other purposes.
3. g) 15, Mr. Symington, January 9, 1959, to provide for the establishment of .
a U.8. Foreign Serviee Academy. C o
4. 8. 106, Mr. Smathers, January 9, 1959, to authorize an Under Sceretary of
State for Western Hemisphere Affairs.
5. S. 109, Mr. Smathers (for himself and Mr. Mansfield), January 9, 1959, to
provide for the establishment of a U.S. Foreign Service sicademy.
6. S. 730, Mr. Wiley (for himself, Mr. Mansfield, Mr. Neuberger, Mr. Yar-
borough, and Mr. Engle), January 28, 1959, to provide for the establishment of -~
a 1.8, Foreign Service Academy.
7. S. 1044, Mr. Fulbright (by request), February 16, 1959, o amend the For-
eign Service Buildings Act of 1926, as amended.
8. S. 1502, Mr. Sparkman, March 23, 1959, to provide for adjustments in the
“annuities under the Foreign Service retirement and disasility system.
9. 8. 2232, Mr. Fulbright (by request), June 23, 1959, to repeal section 12 of
the act of June 26, 1884, prohibiting a charge or collection of fees by consular
officers for official services to American vessels and seamen, and to repeal the
provision in the act of June 4, 1920, authorizing the free issuance of passports to
geamen,
10, S. 2233, Mr. Fulbright (by request), June 23, 1959, to amend the Foreign
Service Act of 1946, as amended.
(Matters in addition to those covered in 8. 443.) .
The subcommittee will take such time as may be necessay to hear all those who
wish to be heard on these bills. I should think the hearings: might last 2 or 3 days.
Depending upon the number of witnesses who ask to tes:ify, the subcommittee
reserves the right to limit the time available for oral presentations, but written
statements of rcasonable length will be reccived for the record. . «

ORDER IN WHICH BILLS ARE TO BE CONSIDERED

Senator MaNsFIsLp. Unless there are objections, I plan to proceed
in taking up the various bills we are considering today in the following
order: (1) Bills pertaining to the establishment of a Toreign Service
Academy, (2) bills which would amend the Foreign Service Act of 1946,
(3) the bill to authorize an Under Sccretary of State for Western
Hemisphere Affairs, (4) amendmoents to the Foreign Service Building
Af?it, and (5). the bill relating to the collection >f fees by consular -,
officers. : '
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FOREIGN SERVICE ACT AMENDMENTS 3

BILLS RELATING TO ESTABLISHMENT OF FOREIGN SERVICE ACADEMY

(S. 15, S. 109, and S. 730, together with executive branch comments

on cach, follow:)
: [8. 15, 88th Cong., 1st sess.]

A BILL To provide for the establishment of a United States Forelgn Service Academy

Be it enacted by the Senate and House of Representatives of the United States of
America in Congress assembled] That this Act may be cited as the “United States
Foreign Service Academy Act”.

SEc. 2. The Secretary of State is authorized and directed to establish and main-
tain, in the middle western region of the United States, a United States Foreign
Service Academy (hereinafter referred to as the ‘‘Academy”) for the instruction

. and training of foreign representatives of the United States Government.

SEc. 3. The Secretary of State may appoint or assign such officers and civilian
instructors as the needs of the Academy require.

8Ec. 4. The supervision and charge of the Academy shall be in the Department
of State, under such officer or officers as the Secretary of State may appoint for

. or assign to that duty, and under such regulations as the Secretary of gtate may
rescribe.
P 8Eec. 5. In tho operation of the Aeademy the Department of State shall work
in eonjunetion with the Board of Trustces,

SEc. 6. (a) The Board of Trustees shall consist of—

(1) the Secretary of Statc;

(2) two educators of prominence appointed by the President;

(3) two Members of the United States Senate, of different political parties,
appointed by the President of the Senate; and

4) two Members of the House of Re]}[)resentatives of different political
purties, appointed by the Speaker of the House of Representatives.

(b). Members of the Board of Trustees shall be appointed for two-year terms
and shall be eligible for reappointment.

SEc. 7. (a) The authorized number of students at the Academy shall be as
follows: :

L (1% four students from each State, two nominated by each Senator from
the State; :
(2) two students from each congressional district, nominated by the
Representative from the district;
3) two students from the Territory of Hawaii, nominated by the Delegate
in Congress from the Territory; .
(4) two students from Pucrto Rieco, nominated by its Resident Com-
missioner;
(5) three students from the Distriet of Columbia, one nominated by each
of the Commissioners of the Distriet of Columbia;
(6) one hundred and twenty-seven students from the United States at
large—
- (A) one nominated by the Governor of cach State;
(B) seventy-five nominated by the President; and
(C) three nominated by the Vice President.

(b) No person may be nominated under clauses (1) to (6), inclusive, of sub-

section (a), unless he is domiciled in the State or Territory, or in the congressional
- district from which he is nominated, or in the Distriet of Columbia or Puerto
Rico, if nominated from one of those places.

(c) If as a result of redistricting a State the domicile of a student, or a nominee,
nominated by a Representative falls within a congressional district other than
that from which he was nominated, he shall be charged to the district in which
his domicile so falls. TFor this purpose, the number of students otherwise author-
ized for that district shall be increased to include him., Ilowever, the number as
so increased shall be reduced by one if he fails to become a student at the Academy
or when he is finally separated from the Academy. :

Spe. 8. In order-to permit an orderly increase in the number of students at
the Academy during the period ending not more than four years after the entrance
of the initial class at the Academy, the Board of Trustees may limit the number
of students appointed each year during such period.

Src. 9. The Academy shall operate as a coeducational institution and students

P shall be appointed thereto on the basis of merit, as determined by a competitive
examination to be given annually in each State and Territory, the District of
Columbia and the Commonwealth of Puerto Rico, at such time, in such manner,
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FOREIGN SERVICE ACT AMENDMENTS

and covering such subject matter as the Secretary of State may prescribe. Stu- -_
dents shall be appointed in the order of their merit as established by such exami- i
nation.

Sec. 10. The students of the United States Foreign Service Academy shall
receive the same pay and allowances as are received by c:.dets at West Point.

Sec. 11. The course of instruction and training for students at the Academy
shall be prescribed by the Secretary of State, and shall be “he equivalent of the
curriculum prescribed by aceredited colleges and universities as a prerequisite to
the granting of the degree of bachelor of arts. In prescribing such course of
instruction and training, the Secretary of State shall provide that special emphasis
be placed on the study of the history, culture, customs, folk ore, and language or
languages of the nations in which cadets may serve and prcvide for field studies
in such nations. The Academy may arrange to assign temporarily selected
students to the Air, Military, and Naval Academies of the United States for
instruetion in military observation. Upon satisfactory conpletion of the pre- -
seribed course of instruetion and training, students shall be yranted the degree of
bachelor of arts.

SEc. 12. Each student selected for admission to the Academy shall sign an
agreement that, unless sooner separated, he will—

(1) complete the course of instruction at the Academy; and -
(2) accept an appointment and service, as an officer or employee of the

United States in any position, for which he is qualified by reason of his

special training at the Academy, for at least the threz years immediately

following the granting of his degree from the Academy.

8Ec. 18. (a) The course of study at-the Academy shall, during each year of its
operation, be organized as follows:

(1) the months of September to May, inclusive, shall be devoted to class-
room instruction of students at the Aecademy;

(2) the period from June 1 to June 30, inclusive, shall be devoted to
annual leave for all studénts;

(3) the months of July and August shall be devoted tc¢ practical field train-
ing for students at the Academy.

(b) Such field training shall consist of assigning students for service positions PN
under approspriate departments of the Government, wheth:r within or outside i
the United States, by a faculty board on field training, with the approval of the
Secretary of State.

Smc. 14. (a) Each graduate of the Academy shall be availuble for appointment
as an officer or employee of the United States, in any position for which he is
qualified by reason of his special training at the Academy, in accordance with the
following priorities:

(1) the Department of State;

(2) the Department of Commeree;

(3) the Department of Agriculture;

(4) the Deparvment of the Treasury;

(5) the Department of Health, Education, and Welfa e; and ’

(6) any other department, agency, or instrumentality -f the United States.

(b) The Secretary of State may, notwithstanding any provision of the Foreign
Service Act of 1946, appoint a graduate of the Academy as-an >fficer in the Foreign
Service of the United States.

SEc. 15. (a) There are authorized to be appropriated suzh sums as may be
necessary to carry out the provisions of this Act.

(b) The United States Foreign Service Academy shall have power to acquire
ang hold real and personal property and may receive and accept gifts, donations,
and trusts. .

Mavy 8, 1959.

Hon. J. W, FuLBRIGEHT,
Chairman, Commitiee on Foreign Relations,
U.8. Senate.
Dear Sexaror FursrigaT: I refer to Mr. Marcy’s letter of January 14, 1959,
enclosing a copy of 8. 15 introduced by Senator Symington >n January 9, 1959,
to provide for the establishment of a U.8S. Foreign Service Academy, and requesting
the comments of the Department of State on this bill.

The subject of the establishment of a U.S. Government institution for the B
purpose of preparing officers for the Foreign Service has be:n carefully studied
in the Department of State for a number of years and has ¢.gain been receiving
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close scrutiny. This, I might add, is accountable for the delay in replying to
the inquiry regarding S. 15,
It has been, and continues to be, the opinion of the Department that the.
A requirements of the Foreign Service are best met by the recruitment of officers
from widely varied backgrounds of education and experience. The responsi-
bilities of the Service fall into no set pattern and are of a nature that require a
high degree of initiative and individual thonght. The Department believes that
& standardized course of training, especially on the undergraduate level, might
tend to create a uniformity which would inhibit to some degree these qualities
and prove a handicap rather thap an advantage to an officer in ecoping with the
ty%e of Broblems which he would encounter during his career. o
" The e?artment, ag you know, js deeply concerned with the question of the
training of its officers and seeks every opportunity to improve this program,
It is still of the conviction, however, that an undergraduate academy would
not be adaptable to the necds of the .JE‘oreign Service and 1t cannot recommend
the enactment of S. 15.
- The Department has been informed by the Bureau of the Budget that there
is no objection to the submission of this report.
Sincerely yours,
Wirtriam B. MAcoMBER, Jr.,
Asgsistant Secretary
. (For the Seerctary of State).

U.S. DEPARTMENT oF LAROR,
OFFICE OF THE SECRETARY,
Washington.
Hon. J. W. FULBRIGHT,
Chairman, Commitiee on Foreign Relations, ‘
U.8. Senate, Washington, D.C.

Dear SenNator Funsricut: This is in further response to Mr. Marcy’s re-
quest for our comments on 8. 15, a bill to provide for the establishment of a U.8,
Foreign Service Academy.

8. 15 would direct the Secretary of State to establish an undergraduate Academy
to train foreign representatives of the U.S. Government and would create priori-

-’ io&'es damong the executive departments in the employment of graduates of the
cademy.

The Department of Labor is particularly interested in the representation of the
United States in foreign labor affairs and recognizes the importance of develop-
ing capable personnel. However, we also consider it important that our repre-
sentation in foreign countries reflect a wide eross section of American life and
culture, and selection of personnel from a number of colleges and universities
tends to assure such diversity. Placing students in a specialized training institu-
tik?n at thé beginning of their college carcers might not be consistent with this
objective. .

We also question the desirability of creating priorities in the employment of
graduates of the proposed Academy. In the usual course of college studies,

. undergraduates are permitted a measure of concentration in fields of special in-
terest to them, and it is anticipated that under the proposed legislation some
students could obtain special training in labor affairs, We believe that these
students should be available for appointment in the Government agency which
can best utilize their special training rather than according to a specific priority

- system. If priorities are provided, however, the Department of Labor should
receive a priority appropriate to its position as one of the four Departments with
statutory membership on the Board of the Foreign Service.

In view of the importance of labor affairs in our foreign relations, we are of the
opinion that the curriculum referred to in seetion 11 should be broadened to in-
clude specifically the problems and aspirations of foreign workers.

The Bureau of the Budget advises that there is no objection to the submission
of this report. :

Sincerely yours,
James T. O’CoNNELL,
Under Secretary of Labor.
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[S. 109, 86th Cong., 1st sess.]

A BILL To provide for the establishment of & United States Fc reign Service Academy

Be it enacted by the Senate and ITouse of Representatives of the United States of

-

America in Congress assembled, That this Act may be eitad as the “United States

Foreign Service A

cademy Act”.

Sec. 2. The Secrotary of State is authorized and drected to establish and
maintain, in or near the District of Columbia, a United States Foreign Service
Academy (hereinafter referred to as the ‘““Academy”) for the instruetion and
training of diplomatic cadets in breparation for service :s officers in the Foreign
Service of the United States,

Suc. 3. (a) The Academy shall be under the general suservision of the Director
General of the Foreign Service Institute and under such regulations as the Secre- -

tary of State may
(b) The course

prescribe.
of instruetion and training for diplomatic cadets at the Academy

shall be prescribed by the Becretary of State and shall he the equivalent of the
curriculum prescribed by accredited colleges and univers ties as g prerequisite to -
granting of a master’s degree. Upon satisfactory completion of the prescribed
course of instruction and training, diplomatic cadets sha 1 be granted a master’s

degree..

(e) The Seeretary of State may appoint or assign such officers and eivilian in-

structors as the needs of the Academy require. -
SEC. 4. (a) The corps of diplomatic eadets shall consist of such individuals as

may be selected and admitted to the Academy upon competitive entrance exami-
nations as preseribed by the Sceretary of State.

(b) Diplomatie

cadets while in attendance at the Acadomy shall be entitled to

quarters and subsistence.

of Representatives, to be appointed by the respective chairinen of such committees.
The Board of Visitors shall exercise the same functions and be entitled to the same
expense allowance as is provided in the easc of the Board cf Visitors to the United
States Military Academy.

SEc. 6. Each di

plomatic cadet selected for admission to the Academy shall sign P

an agreement that, unless sooner separated, he will—

(1) comple

te the course of instruction at the Acad siny; and

(2) aceept an appointment and service, as an officer in the Foreign Service
for at least the threc years immediately following the granting of his degree
from the Academy.

SEc. 7. There a

re authorized to be appropriated such suins as may be necessary

to carry out the provisions of this Act.

May 27, 1959.

Hon. J. W. Fouericar,
Chairman, Commitice on Foreign Relations,

U.8. Senate.

Dzar SENATOR
and January 29, 1

FuLericar: I refer to Mr. Marey’s letters of January 14, 1959,
959, enclosing copies of 8. 109 and S. 730 introduced by Senator

Smathers and Senator Wiley, respeetively, providing for the establishment of g

U.S. Foreign Service Academy, and requesting the comments of the Department,

of State on these bills. -
The question of establishing a U.8. Government institution for the purpose of

preparing officers

for the Foreign Service is one to which the Department hag

devoted much thought and consideration, During recent months it hag again
received close study and particular attention has been given the proposal included

these inquiries may be attributed.

I know that you arc aware of the serious importance which the Department
attaches to the training of its officers, We are contin 1ally endeavoring to
improve our training programs. During recent years, with the help and counsel
of the Congress, considerable progress has been made in this field and we believe

that the results a
Service Institute,

re inereasingly evident. Through the facilities of the Foreign
of colleges of the armed services, and of various private educa- y
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tional insitutions, the qualifications of our officers are being raised each year.

This is especially true in the linguistic field. .
. The Department agrees that a postgraduate academy designed to train young )/
LS men and women prior to their entrance into the Foreign Scrvice would offer a =

certain number of advantages. Before assuming the responsibilities connected
with establishing and conducting the operation of such an academy, however,
the Department would prefer to obtain more experienee with the training facilities
already available to it and to ascertain the qualifications of the young men and
women coming into the Service from our colleges and universities, which are
augmenting and improving their training.facilitics. After we have experienced
the results of our close cooperation with our institutions of higher learning, and
of the progress made by the Toreign Service Institute, we shall be in a better
position to make recommendations regarding the establishment of a U.S. post-
graduate academy.

The enactment of 8. 109 and 8. 730 cannot, therefore, be recommended at
this time.

The Department has been informed by the Burean of the Budget that there
is no objection to-the submission of this report.

Sincercly yours,
Wirriam B. MACOMBER, Jr.,
i Assistant Secretary
(For the Acting Secretary of State).

b

[8. 730, 86th Cong., st sess.]
A BILL To provide for the establishment of a United States Forolgn Service Academy

Be it enacted by the Senate and House of Representalives of the United States of
America in Congress assembled, That this Act may be cited as the “United States
Foreign Service Academy Act’. . '

Sme, 2. The Secretary of State is authorized and directed to establish and
maintain, in or near tho District of Columbia, a United States Foreign Service
Academy (hercinafter reforred to as the “Academy’”) for the instruetion and
training of diplomatic cadets in preparation for gorvico as officers in the Foreign

L Service of the United States.

-’ Sgc. 3. (a) The Academy shall be under the general supervision of the Director
General of the Foreign Service Institute and under such regulations as the Secre-
tary of State may prescribe.

(b) The course of instruction and training for diplomatic cadets at the Academy
shall be prescribed by the Becretary of State and shall be the equivalent of the
eurriculum prescribed by aceredited colleges and universities as a prerequisite to
granting of a master’s degree. Upon sabisfactory completion of the prescribed
(éourse of instruction and training, diplomatic cadots shall be granted a master’s

egree.

(¢) The Seeretary of State may appoint or assign such officers and civilian in-
structors as the necds of the Academy require.

Smc. 4. () The corps of diplomatic cadets shall consist of such individuals as
may be selected and admitted to the Academy upon competitive entrance exami-

* nations as prescribed by the Secretary of State. ’

(b) Diplomatic cadets while in attendance at the Academy shall be entitled to
quarters and subsistence.

SEe. 5. There shall be appointed each year a Board of Visitors to the Academy
which shall econsist of five members from the Committec on Foreign Relations of
the Senate and five members from the Committee on Foreign Affairs of the House
of Ropresentatives, to be appointed by the respeetive chairmen of such committees.
The Board of Visitors shall exercisc the same functions and be entitled to the same
expense allowance as is provided’in the case of the Board of Visitors to the United
States Military Academy.

Skc. 6. Iach diplomatic cadet sclected for admission to the Academy shall sign
an agreement that, unless sooner separated, he will—

(1) complete the course of instruction at the Academy; and
(2) accept an appointment and service, as an officer in the Toreign Service
for at least the three years immediately following the granting of his degree
from the Academy.
-Qme. 7. There are authorized to be appropriated such sums as may be necessary
: to carry out the provisions of this Act.
- .

Approved For Release 1999/08/27 : CIA-RDP78-03721A000400020007-7



Approvedl For Releasex12R9{88/2% 1.GIARDR/8-A3721A000400020007-7

U.S. DEPARTMENT OF LaBog,
OFFICE OF THE SECRETARY,
Wasivington, May 27, 1959. .
Hon. J. W, Fursrianr,
Chairman, Commitiee on Foreign Relations,
U.8. Senate, Washington, D.C.

Drar SENaTOR FULBRIGET: This is in further reply to Mr, Marcy’s request for
our views on 8, 730, a bill “to provide for the establishment of s United States

oreign Service Academy.”

The general purpose of the bill is similar to that of 8. 5 with respect to which
we have previously transmitted our views to the committec. However, the subject
bill differs from S, 15 in that, among other things, it dos not prescribe specific
subjects for study and would create an academy limijted to providing training for
a graduate master’s degree. Also, the bill creafes no prio‘ities among the various
Departments and agencies with respect to the employment of graduates. Accord-

“ingly, the questions which we raised with respect to these features of S, 15 would
not appear to be applicable to the subject biH.

We recognize the importance of securing capable and properly trained personnel
for the Foreign Service, and necessary measures which wculd effectively promote
this objective have our support. 'The desirability of creaing a Federal academy
of the kind provided for in the bill would therefore appeir to depend to a large

’a

reason, we would prefer to leave furfher comment to these agencies having the
widest knowledge of the limitations and potentialities of existing eduecational

facilities.
The Bureau of the Budget advises that there is no objection to the submission

of this report.

Sincerely yours, N
James T, O'ConngLr,

Under Secretary of Labor.
(See also pp. 6-7 for letter of May 27, 1959, to Senator Fulbright from
William B. Macomber, Jr., Assistant Secretary of State, on S. 109 and -~
S. 730.)
Senator MansrieLp. The first witness, on his bill to establish a
Foreign Service Academy, is our distinguished colleague, the Senator
from Missouri, Senator Symington.

STATEMENT OF HON, STUART SYMINGTON, U.S. SENATOR FROM
THE STATE OF MISSOURI '

Senator Symineron. Thank you, Mr. Chairman,
May I proceed with a short statement? .
‘Senator MANSFIELD. Surely, .
Senator SymingToN. Mr. Chairman, T want to thank you for this
opportunity to appear before your committee in sipport of my bill,
S. 15, to establish a U.S. Foreign Service Academy. .
I am sure the Foreign Relations Committee study of the various
proposals in this important field will be most productive, and I hope
the Congress will soon act to establish such a school.

! cational programs that adequately prepare them for s ich careers, For this

UNDERGRADUATE SCHOOL TO TRAIN FOR GOVERNMENT CAREER IN
OVERSEAS SERVICE

The bill T introduced last January would establish a 4-year under-
graduate school for the training of our overseas representatives.

Graduates of this school would be available for ths Foreign Service,
for work in the State Department, and for assignments with any. /M
other agencies of the Government which represent vs abroad.
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Appointment to such an Academy would be made on the basis of
o competitive examinations; and on an allocation similar to that of our
N’ three military service academies.

The curriculum of the Academy should, of course, evolve from
experience rather than be established at the outset through legislation.

It would scem, however, that the courses of study might well be
oriented toward liberal arts, with special emphasis on the study of
the history, culture, customs, and languages of the area in which the
student was planning to serve.

Field studies in these countries in the summer months would be a
valuable part of this training. '

It would be important for the training in the Academy to be as
broad as possible. With proper supervision, judicious selection of
faculty, and the use of visiting professors, the students should be
able to achieve the necessary flexibility of skill and viewpoints that
our representatives overseas should have. ‘

ADVANTAGES OF FOREIGN SERVICE ACADEMY

The establishment of an Academy of this character would have
mmany advantages.

First, it would result in our sending better trained representatives
to foreign countrics. :

Second, it would provide a much broader opportunity for American
young people interested in serving their country abroad.

And, third, it would provide our Government with a pool of well-

trained personnel with a specialty which could bo effectively utilized.
} Most important, it would put the training and recruitment of For-
hdd eign Service officers on a far sounder basis. In the military service
academies we have seen that the experience of a 4-year training pro-
gram, with students of common interests living together, results In a
spirit and dedication that can only operate to the benefit of our

country. )

The United States is, and for & number of years has becn, engaged
in a protractod conflict with the Sino-Soviet Communist CONspIracy.
This conflict will continue for a long time.

We are now operating three military academies, training our

] . youth to lead us in case we are attacked in a hot war. Surely we can
afford and should promptly provide a Foreign Service Academy to
train our youth for the cold war in which wo are being attacked
economically, politically, and psychologically.

- . The training we provide in a Foreign Service Academy would be
of great benefit not only in combating communism, but also in show-
ing the world the opportunities that exist for a better life through
freedom and democracy.

So often it is asked, “What do the peoples of the world want?”

To live in freedom and be treated with dignity; to have a better
standard of living and medical care, and an opportunity to provide
for themselves and their families in a world of peace. hese are the
things that Americans have been working on for years.

If we can sell our way of life abroad, we can win this conflict.

(
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E ACT AMENDMENTS
U.8. TRAINING OF DIPLOMATIC PERSONNEL COMPARED
TO THAT OF OTHER COUNTRIES. A

Our failings in this area, to date, have not come. from lack of effort.
Qur overseas representatives, for the most part, are dedicated and hard
working. However, we have not kept up with other countries in
recruiting and training a skillful force of career fo-eign servants.

Mr. Chairman, I ask at this point to insert ir. the record certain
information about the training programs in other sountries, including
our Russian competitors.

This would include a report in the Wall Street Journal of April 13,
a report from the Legislative Reference Service, and an intelligence re-
port from the Department of State on Soviet language and area
programs.

Senator MansrieLp, Without objection, so ordered.

(The documents referred to follow:)

A

[From the Wall Street Journal, Apr. 13, 1959]

ProrLe ProBrEM oF U.8. ABroap—IT's Harp To Finp C OMPETENT AMERICANS
FOR SOUTHEAST ASIA ALONE

(By Vermont Royster)

Rancoon.~—TU Hla Myint, until 6 months ago, was a quiet Oxford don trying
to give a sense of history to a new generation of students, including many Ameri-
cans. Today, answering the call of patriotism, he is back he¢re in his native Burma
as the head of the University of Rangoon.

In neighboring Thailand, Pote Sarasin, descendant of one of the noble families
of old Biam, has emptied his office of the legal tomes he o1ce studied at Temple
Bar, that scholarly cloister where, since before the days of ord Coke, the British @
have trained their best legal minds. Today his bookshelses are lined with the
plans and directives of the military alliance of the Southeast Asia Treaty Organi-
zation, over which he presides as Sceretary General.

In what used to be Indochina, Vu Van Thai, a native of tt.c Communist-overrun
city of Hanoi, is a graduate of the Sorbonne who spent sonte 16 years as an engi-
neer in Burope. Today, caught on a spoke of fortune whi:h has already lost his
father to Red assassing, he has come home to serve in the Cabinet of the Republic
of Vietnam.

These three, from three different countries, each in his separate way represents
a small group of people whose importance to southeast Asia is far out of propor-
tion to their numbers. These are the people with whom Amerieans abroad must
work. They are, at one and the same time, the best hope for U.S. policy in this
part of the world and also one of the biggest problems for U.S. policymakers - .
overseas. :

HOPE AND TROUBLE

The hope lies in the fact that they are Western educated, Western oriented,
and hold key positions of influence as leaders and opinicn molders. Through - -
them the United States has its best chance to persuade tha minds of Asia.

The trouble comes from the fact that they are, all too cften, better educated,
more at home in the world and more knowledgeable of its ways, than the American
emissaries sent out from Washington to rub off a litile civilization on the ‘“back-
ward peoples.” So onc of the results of their meeting is a clash of minds and a
-resentment both ways. ’

Too many Americans—and this one can be ineluded—eome to southeast Asia
with preconceptions that are only half-truths. They are prcpared by their movie
travelogues and their guide books for the backwardness, the slowness of the people,
the poverty and the ignorance, all of which exist. The are thus caught by
surprise to find that in each of these countries, from Vietnam around to Burma,
there is an elite whose members need not take a back seat to anyone in education

it

or ability. PN
And far too many Americans, being thus surprised, are unwilling or unable to
adjust to the fact that these people have as much to teach as they have to learn.
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FOREIGN SERVICE ACT AMENDMEN

Nothing is more explosive than one man’s evaluation of others; nothing more
fraught with controversy than the subject, brought to public attention in guch
L books as “The Ugly American,” of the ealiber of our civil servants abroad. So
what follows must be a purely personal appraisal, subject to all the failings sub-
jectively is heir to. Tor that reason it would be unfair to single out names and
offices, to pillory a few people simply because they happened under a wandering
visitor’s eye. :
" “Yet the incidents of a 7-week journey which build the impressions are real.
There was the U.S. Information Officer, 18 months in his post, who did not even
know the loeation of the forcign office in the country on which he was supposed to
be a political expert. Worse, he was totally unembarrassed by his ignorance, as
if it were a matier of no consequence that he had never been inside the place.

Or there was the economic adviser in the International Cooperation Adminis-
tration mission who could not pronounce the name of the new economics minister,
could not spell it, knew nothing about the man, and was surprised that the visitor
was interested,

Or the urban planning adviser, also attached to ICA, who eomplained his pro-
gram would be iomueh further along’’ except that the native authorities stub~
hornly—his word was tmulish”’—did not take his advice. : .

The incidents could be multiplied endlessly. There was the librarian of the
1.8.-sponsored local library, for example, who explained the preponderance of
English-language publications on the grounds that ‘“foreign books,””. that is those
in the native language, were harder to eatalogue, more difficult to recommend to
readers. It seermed a small matter that this limited the library mainly to English-
speaking natives.

Of course there were also completely different encounters. There was the
American ambassador who, taking pity on a dinner guest caught hetween. two
non-English-speaking ladies, could and did interpret between them in Chinese,
the lingua franca of goutheast Asia. And the cager, young Foreign Serviece officer
who showed his energy at digging into the country by the scope of his luncheon list.
And the eonsul general who could talk about his acercdited country with interest,
knowledge, and penctrating insight.

1t's hardly fair to imply, cither, that all the bumbling Americans are in Gov-
ernment service. By and large the representatives of American business in the

— area try harder to ostablish ties with the local people; it’s dollars and cents to
them. ~ But the modern version of the Arkansas Traveler is not absent, nor the
tourist right out of Mark Twain's ‘“Innocents Abroad,” and a cringe is where
you find it.

Yet the qualifications and the exceptions do not diminish the problem, and
when all is said it is still the Government people who have the greatest impact
on these countrics, All too often the quality of them subtracts from other gains
to U.S. interest; sometimes it cancels them out altogether. -

Consider the situation with a man like Vu Van Thai, for example, or U Hla
Myint. Vu Van Thai speaks his native language, Trench, like a native, and in
English is more articulate than many native Americans. U Tla Myint, also
multilingual, may be short in oducational methodology, but Oxford very likely

- gave him ag good an education as State Normal College.

But such men arc called upon to deal with Ameircans who are not always even
one-language moen—*“the plan is to correlate the educational sequence from ele-
mentary through graduate school and phasc out the program by 1961'—and they
are forced to meet them on subservient terms. After all, the Americans have the

- money.

This language matter, let it be said, can be vastly overdone in criticism. Lan-
guage proficiency is not necessarily cssential, and anyway, it would admittedly
be & lifetime’s work to learn all the languages of southeast Asia. Cecrtainly there
are other gualifications more important in a public sérvant than the ability to
speak the local language.

1T’s SYMPTOMATIC

Nonetheless, the inability to speak either the local language or some other,
such as French or Chinese, that can serve as a bridge, does imprison the Ameri-
ean. He can exchange ideas readily only with the local people who speak English;
much of the confusion, frustration, and misunderstandings in our forcign aid pro-
gram stem from just this thing. Beyond that, the frequent lack of any knowl-
edge of the language whatever (even such phrases as “Thank you'’) bespeaks a
general lack of interest in the country. The language deficiency is simply symp-

— tomatic of something more important.
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FOREIGN . SERVICE ACT AMENDMENTS

- “Here the reporter, to be fair, must make some distinctions. By and large the
professional career people in the Foreign Service encountered along the way do -
seem to bring a certain basic competence to their jobis and take at least elemen-
tary steps to establish & rapport with the people o' their accredited countries.
Some are really impressive, ut the foreign aid personnel in the U.S. operations
missions, as another generalization, are unimpressive. And many U.S. informa-
tion personnel leave a bad impression.
One reason for this, if a personal opinion may be ventured, lies in the sources
(firom which some of the U.S. personnel abroad, exce >t the Foreign Service, are
rawn,
Take one old acquaintance, met unexpectedly alorg the way. Back in 1935
or thereabouts he was working for the old Resettlerme nt Administration, of New
Deal days. Since then he has moved from one temporary Government agency
to another RA giving way to OWM and OWM to OPS, as each in turn disappeared.
Now he’s with USOM in a distant corner of southeast Asis, -
It would be surprising if he took any real interest n the country he inhabits, o
its language, its customs, its ways of doing things. What interesis him is the
“program,” or rather the particular part of it on which he must write reports.
USOM may disappear someday, and he’ll need another job in an alphabetical
agency.
It’s a revelation, to0o, to look at the file cabinets full of reports emanating from Z
our foreign aid mission which fill just one small office of one department of one
of the countries we are aiding. The local official poinied them out to this visitor
with a smile, but it was a sad smile.
The Amerieans of this group too often ecome out here full of fright about the
typhoid water and cholera-laden lettuce. They tend to congregate in ‘“‘settle-
ments,”’” complaining about the mosquitoes and the dirty floors of the pagodas,
centering their lives about the ICA equivalent of the PX, and enjoying their
servants while they serve out their 2- or 3-year term.

FEW COMMON INTERESTS

In the nature of things, not many of them can have close associations with the
nationals of the ecountry. Quite apart from the langua e barrier, they have little Py
in common with the majority of the natives who are-—just like the guidebooks :
say—poor and ignorant. At the other end of the spec rum the educated elite of
the country have little in common with many of thes: Americans.

The average American, especially if he's a moviegoer, s apt to expect the grand-
son of the Little Prince in the “King and I" to look like Yul Brynner and use
phrases like ““is a puzzlement.”” But he would be harc. put, even with his A.B.,
0 hold his own with that grandson, H.R.H., the Prince Viwat, Oxford graduate,
in a discussion of monetary theory, comparative philosophy or the development
of the Sanskrit alphabet. "He might even find himself niore taught than teaching
if he called at the Prince’s bank to discuss a credit question.

Though the number of such men in these countries :s small, it is not minute.
U San Lin, president of the Union Bank of Burma, is inother Oxford man; the
Thailand Ministry of Finance couples Nai Jote Birmingham University, and
Dr. Berm Vinicchayakul, University of Paris : Sccret: wy Thuan of Vietnam’s
bresidential staff bears a Ph. D. in economies from Geneva. And the list could
be readily enlarged.

These men are not averse to both help in dollars ard technical aid for their
country from the United States. But they are not happy to be called to sit at.
the feet of Westerners who feel themselves superior, and yet to whom, after a few
minutes’ conversation, these Asians feel themselves equel or superior.

And explain it as you will, it is still unfortunate. For the men of this caliber in
these countries are men who can do the most good for t1e United States and for
Western viewpoints, Indeed, by education and background they are already
pro-Western. Somehow, and in some fashion, the Unit3d States must cultivate
them, not alienate them with ignorance, disinterest, and poor manners,

The answer is not easy. Perhaps it is impossible, so long as we try to flood all
these eountries with American advisers. If men are to be found who can lift up-
these ‘‘backward countries” they must come from amor g just such local people
as the engineer from Hanoi, the barrister from Bangko ¢ and the educator from
Rangoon.

Certainly it is a tall order even for Ameriea to find enou gh Americans competent
to remake all of southeast Asia, much less the world. Y
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To: Hon. Stuart Symington.

Tue Lirrary oF CONGRESS,
LECISLATIVE REFERENCE SERVICE,
Washington, D.C., May 26, 1959.

From: Foreign Affairs Division. ;
Subject: Forcign language training programs for U.8. Information Agency

personnel and possible
The USIA provides the

value of a foreign serviee academy in this Agency.
opportunity for a small number of its staff to receive

_ full-time foreign language training cach year. The Agency feels that the need

for officers with foreign language proficiency greatly excecds the present number
available and it is expected that the language-training program will be expanded
gradually over the coming years.

The major reasons why language necds have not been met appear to be lack of
incentives to learn the more difficult exotic tongues coupled with the fact that
most posts in the Far Bast, Middle East, and Afriea are considered hardship
posts. At the same time it is apparent that a foreign service academy could be
useful to the USIA at this and related points.

The USIA has authorized full-time forcign language training for about 60 to 70

members of its staff each

year since July 1, 1956, DBefore that date language

training was provided only on a part-time basis at some overseas posts. Part
time instruction also continues today. ‘Full time” training means 6 to 8 hours
per day with courses running from 4 months for most of the Romance languages
to as long as 30 months for Chinesc and Japanese. :

During fiscal year 1959,
foreign language courses.

French, 10
Spanish, 10
Arabic, 8
German, 8
Japanese, 8
Chinese, 7

Hindi, 4
Serbo-Croatian, 4

87 USTA personnel have been enrolled in full-time
The number studying each language follows:

Thai, 4 Turkish, 2
Vietnamese, 3 Burmese, 1
Czechoslovakian, 2 Hausa, 1
Hungarian, 2 Ttalian, 1
Indonesian, 2 Persian, 1
Korean, 2 Rumanian, 1
Polish, 2 Russian, 1
Portugucse, 2 Swahili, 1

Officers taking the courscs do so on a voluntary basis. They receive an aptitude
test at the beginning of the course and also one which determines their current

knowlcdge, if any, of the fo
tion of the course. It is
knowledge of the language
majority of the students ar

At, present, most of the
(FSI) in Arlington, Va., or
foreign language training

reign language. A proficiency test is given at comple-
cxpected that students can acquire a good working
during the course and recent test scores show that a
e successful.

course work is taken at the Foreign Service Institute
at the FSI overseas ficld schools. The FSI provides
to Federal Government officers in all departments

dealing with foreign relations though it was established to serve primarily Foreign
Servico officers. On September 30, 1958, there were 65 USIA staff enrolled in

foreign language courses.
were at I'SI field schools.
sities, colleges, or commer
Government schools were u

Of this number 38 were attending the FSI and 11
However, the remaining 16 were studying at univer-
cial language schools. It is reported that the non-
scd beeause the FSI did not offer the needed languages

that year or because advanced training was required. In some cases only one or
two personnel need training in a particular language, such as Hausa, or Swahili
and it has not seemed financially practicable to employ a special teacher for so few

students.

The USIA and a Foreign Service Academy.—With the expanding need for extend-

ing forcign language traini
Serviee Academy might so

ng to Federal employecs it is possible that a Foreign
on find it financially possible to provide Government

facilitics for training even in the less frequently taught forcign languages. This
would eliminate the necessity of using colleges and commercial training schools.

The possibility of providing some USIA staff with opportunities for intensive
geozraphic area study is perhaps a much greater potential value of the proposed
Toreizn Service Academy to the USIA. At present each new USIA officer re-

ceives an 8-week training program, plus Agency orientation, before his first assign~
ment, This training consists of four 2-week courses in American civilization;
communism, communications, and area study.  Area study consists mainly of
interviewing at the State Dcpartment, CIA, and other Government agencies in
the country or area to which the new staff member will be assigned. 5

43120—59——2
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Discussions -which T have had with USIA training p:rsonncl elicited a strong
fceling on their part that the absence of intensive area :tudies were a serious gap @
in the Agency’s training program. At the present time it is possible in only rare =
instances to send a USIA man to a college or universit:r to undertake prolonged
study of the politics, culture, history, etc., of the area to which he will be assigned.
A Foreign Service Academy could provide for the are: training of many more
USIA professional staff. Lqually significant, the establisiment of a Foreign Serv-
ice Academy that trained USIA staff as well as State Denartment Foreign Service
officers would give increased recognition to the faet th at USIA is becoming an
important and permanent instrument of U.S. foreign po.icy.
ARTHUR H. DaRkEN.

Sovier LANGUAGE AND AREs PROCRAMS FOR Asta aND AFRIcal
I. MAJOR TRENDS

The following conclusions regarding Soviet training and research programs
; on the languages and areas of Asia and Africa can be diawn from existing infor~
mation.
(1) The Soviet language and area training programs now in existence are of
modest size.
(2) However, Soviet training and research programs are growing with speed.
These programs began their recovery by 1950 following vrartime neglect, received
fresh impetus after the February 1956 Soviet Party Congress.
(8) The generally high level of language and area competence of Soviet
diplomatic officers stationed in Asian and African countr es attests to the quality
: of training offered by the leading Soviet institutions.
! (4) Techuical assistanee personnel serving abroad usually have not had language
: and area training, but propaganda has exploited exceptional instances in order
to create an impression that the U.S.8.R. has large numbers of language-trained
technicians available.
(8) The experimental program of teaching exotic languages in Soviet 10-year
schools has not yet had any effect upon Soviet operations abroad. Soviet au- P
thorities appear to regard the program as successful and have taken steps to —
expand it further.” Should the program continue to grow at its present rate, the
U:8.8.R. in a deeade or two would have a supply of hundreds of individuals
who could combine cxotic-language proficieney with a varicty of trades and
professions. .
(6) Along with the growth in the size of Soviet research and training programs
there has been increasing emphasis upon those aspeets which might support
Soviet operations. In language training the spoken langnage is stressed while in
research contemporary topies or topies with contemporary implications are the
rule.
(7) Increasing investment in trairing, research, and publication facilities points
to prolonged growth of Asian and Afriecan studies in the U.S.S.R.
Hasty generalizations about the quality of Soviel research on Asia and
Africa should be avoided. A small but growing portion »f the total is excellent
work which is praised by Wostern experts for its schol wship and objectivity.
Some Soviet publications are outright propaganda with no pretentions to scholar-
ship. DBetween the two extremes are books and articles which contain varying
combinations of objeetivity and Marxism. :
(9) The Eastern .European countries are slowly begiining to expand their
research programs along the lines of Soviet developments.

Ia

II. SBOVIET PERSONNEL ABROAD

Soviet diplomatfc personnel are generally well-trained ir the language and area
of the country to which they are assigned ; Soviet technical assistance personnel
are not. :

! Department of State, Intelligence Report No. 7783, August 5, 1958. T.iis is an initial report on the
status of Asian and African language and area training in the U.S.8.R, and Jiastern Europe. It is as com-

rehensive a survey as could be presented on the basis of information avail: ble from a variety of sources.
Elowever, it admittedly has gaps in matters of detail, and these will be filled in in insubsequent reports as
warranted by new information and new developments.

This report was prepared {rom information available through August 5, 1963, by the Division of Research

and Analysis for the Soviet Union and Eastern Europe with the cooperation o 'the Division of Research and A
Analysis for the Near East, South Asie, and Africa and the Division of Research and Analysis for the Far T
East.
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Diplomats.—The high level of language and area competence of some of the
younger Soviet diplomatic officers is evidence of the high quality of training
offered by the best Soviet institutions. Before arriving at their posts, Soviet
diplomats for the most part have had at least some training on the area and
usually not less than a fair degree of competence in the local language. Such
preparation appears to be universal among younger officers whether they have
been recruited from regular universitics or frained at the Ministry of Foreign
Affairs school.? :

The Soviet Foreign Minister take pains to encourage its officers to study
foreign languages and to become specialists. The Ministry carries on what
appears to be a systematic program of reassigning personnel to the same post or
to posts in the same area in order to promote arca specialization. Officers fre-
quently receive additional training or tutoring at their posts abroad. Soviet
officers are said to receive a bonus equal to 10 percent of their salaries for passing
examinations in European languages and 20 pereent for exotic languages.

The language and area competence of diplomatic representatives of bloe coun~
tries appears to be somewhat spottier.

Technical assistance personneli—Soviet technical assistance personnel are not
usually specially trained in the language or area of the eountries to which they
are sent. . They generally rely on interpreters and frequently use the Western
language  which is best known in the underdeveloped country in which they are
working. Soviet technicians tond to have relatively narrow specialties, and as
result they are often assigned for short tours of duty while a particular phase of a
project is being carried out. More often than not, Soviet technicians appear to
be under instructions to avoid unnecessary contacts with local citizens, and they
are assisted in not drawing attention to themselves by their low salary scales and
standard of living, which prevents them from appearing conspicuously wealthy
by local standards.

However, the Soviet Union has fostered the myth that it has large numbers of
language-trained technicians available by using its small supply of them to
maximum effect. For example, in 1956 the U.8.8.R. offered to supply the
Bombay Technological Institute, through UNTAR and UNESCO, with 15
Hindi-speaking Russian instructors. Long before the school was ready to open
its doors in the summer of 1958, the Hindi-speaking Russians werc famous the
- world over. At the same time the offer was made to India, however, the Soviet

Union was recruiting Indians to sérve as translators in Moscow.

111, EXOTIC LANGUAGES IN THE 10-YEAR SCHOOLS

Ezperimental progrom.—More than a dozen Soviet schools are now taking part
in an experimental program, begun in 1956, of teaching Near Bastern and Asian
languages to pupils beginning in the sccond grade, i.c., from the age of 8 years.
Tn Moscow 150 pupils at boarding school No.-23 study either Hindi or {Irdu,
while Chinese and Hindi are taught at two other boarding schools in Leningrad.
However, the bulk of the schools participating in the program arc in areas in-
habited largely by non-Russian nationalities. In Tashkent five schools teach
one or more of the following languages: Hindi, Urdu, Chinese, and Arabic. In
Stalinabad two schools teach Persian and Arabic, and at Baku several schools
teach Persian and two teach Arabie. Persian is taught at school No. 70 in Ashka-
bad. A total of threc schools in Samarkand and Bukhars teach Persian and Urdu.

Emphasis in the 10-year schools is on the spoken language rather than on exer-
cises in reading and translating. In teaching Urdu, for example, ‘“throughout
the entire lesson the teacher strives to speak to the children only in Urdu, which
'fsicilitatgs their development in the spoken language”’ (Teachers’ Gazettc, Mar.
11, 1958).

Suécess of the experiment.—Soviet authoritics appear to regard the program as
having been successful and several steps have been taken to support and expand
it.  No textbooks were available when the program was initiated. A recent
Tashkent news story indicated that a special text for teaching first-year Hindi in
sehools is now available and a sccond-year text is in preparation. extbooks for
fourth and fifth classcs in Persian have reeently been issued in Baku.

There now appears to be a more regular supply of teachers for the program.
At least some of the students of Eastern Languages at the Central Asian State
University in Tashkent are preparing to be teachers; a number of them were re-
ported to be practice teaching in Tashkent schools during the past academic year.

. " 2 In large missions in Western Europo standards for language proficloncy and knowledge of the area
-’ -appear to be lower than in the rest of the Soviet diplomatic service.
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An exotic language was offered as a major in a ped: gogical institution for the
first time last fall when the Niziami Pedagogical Institute of Tashkent offered. /M.
8 major in the language, literature, and history of Korza. o
Exzpansion to Tuatar scheols—Greater use of non-Fussians for contacts with:
Eastern countries is foreseen in the proposal to exten the program of teaching:
Arabic to the schools of the Tatar Autonomous Sovict Socialist Republic. Ac~
cording to the proposal? instruetion in Arabic is to be initiated on an experimental.
basis in not more than two or three Tatar schools, pres 1mably in the forthcoming.
academic ycar. ]
IV, UNIVERSITY TRAINING PROGLAMS

Undergraduate training programs are largely concertrated in Moscow, Lenin--
grad, and Tashkent. Small additional facilitics exist in Baku and.Kazan, where
they are incidental to departments of eastern studies, which are primarily con--
cerned with Soviet Central Asia.

A. Institute of Eastern Languages

New trend. The establishment, of the Institute of Eastern Languages at Mos--
cow State University in September 1956 exemplifies the current trend away from
the historical and philological emphasis of traditional Russian orientélogy and .
toward stress on the spoken language, combined with an interdiseciplinary approach .
to contemporary problems, an approach which was patterned on area study pro-- -
grams at American universities.

The institute’s relation to current policy was explained in the official announce- -
ment at the time of its founding:

“From year to year the bonds of friendship between the peoples of the Soviet .
Union and the foreign countries of the East broaden and strengthen. This.
demands a significant improvement in the preparatior. of specialists in eastern
studies. With the aim of preparing specialists who arc actively in command of
the languages of the appropriate countrics and know profoundly and all-sidely
their economics, histories, and cultures, there is being established in the Moscow
State University the Institute of Eastern Languages’ (Herald of Moscow Uni--
versity, Historical-Phililogical Series, No. 1, 1956, p. 193).

The basic program is a 6-year course, with the focus on language, but with the- £
student also required to specialize in one of the several dis ciplines. Forty students. =
a year are to be enrolled in the 6-year course. In its second year the institute:
had 80 students in addition to a number who had transferred with advanced’
standing from the elements of other facultics which were combined to form the
institute. A new building to house the institute is to be xompleted within 2 years.

Languages taught—The majority of the students are ¢ pecializing on Ching and’
India. The departments, represented by the size of the staff, are, in order of
importance, China, India, Arabia, Indonesia, Japan, Tu rkey, Iran, Vietnam, and’
Korca, A native speaker is available to almost every cepartment, and students.
are encouraged o live in dormitories with foreign studsnts in order to practice
their languages (Chinese, Korean, Vietnamese, Egyptiar, Syrian, and Indonesian .
students enrolled in other faculties of the university are a 7ailable for this purpose.)

The training of specialists in African languages is to be initiated at Moscow
University after the expanded African language prograin is begun at Leningrad:
University in the fall of 1958.

Program.—The program of study is as follows: the firs: year is divided between
intensive language study and several of the eontent courses (geography, economies,
history of thought, law, general history, ete.). The second year is largely a
continuation of the first, and a term paper is requirel. As an example, one-
second-year student wrote on Marco Polo’s description of the people of China.
During the third year, which is devoted in part to literary papers (the poetry of~
Li Po, an eighth century “popular’’ Chinese poet, is a typical subject), the student
selects a second eastern language. Throughout the 6-year course he is encour--
aged (or possibly even required) to study the appropria;e western language: for-
example, English for India or French for Vietnam. During the fourth year,
philology and lexicography as well as advanced grammar and syntax are to be.
introduced. The projected fourth-year term paper is to be more comprehensive
than the previous ones; a hypothetical example is: ‘“The Economic Development
of China During the Second Half of the Nineteenth Century.” Students will
polish up their knowledge of the language and customs of their chosen arca during -
the first half of the fifth year, sinee the period from ths middle of the fifth to.

3 The plan-was outlined in the journal Foreign Languages in the School, No. 2, 1958, pp. 111-112. Ex-- A

" pansion of the program to schools {n Kazakhstan i3 also scheduled for the ¢ yming school year according to.
a TASS report on August 1, 1958, :

Approved For Release 1999/08/27 : CIA-RDP78-03721A000400020007-7



Approved For Releasg,1999/08/27:: CAsRDP#8x03721A000400020007-7

-the middle of the sixth year is set aside for study abroad. The student is ex-
pected to go abroad with the topic of his thesis in mind, and to complete it in
. the second half of the sixth year after his return to the institute. The institute
- has already sent 17 of its advanced-standing students to Communist China and
& few to Korea. A small group of institute students are currently in India, but
not apparently actually studying. The faculty plans to send students soon to
Indonesia, Japan, and North Vietnam.
Special courses.—In addition to the 6-year standard course, three special courses
of instruction are known to be offered by the institute, though no details are
available. i
A 2-year course teaches eastern languages to specialists who attend under
-oi‘)derezi from various governmental ministries in preparation for agsignment
abroad.
A 6-month course serves as a refresher for experts in castern studies.
A fow students receive preliminary training at the institute and then pursue
- the cntire course of study at a university in one of the Asian countries.

Future expansion likely.—Further growth in the size of the institute appears
likely. According to Kvening Moscow, April 4, 1958, more than 20 faculty
members are to be reeruited. The list includes: ‘

A professor to head the chair of Chinese philology.

A docent (assistant professor), senior instructor, and an instructor for the chair
of Indian philology. . )

A docent to head the chair of Arab philology, plus a senior instruetor, and an
instructor.

A docent to head the chair of Iranian philology.

A professor to head the chair of Turkic philology.

Instructors in Japanese and Vietnamese, plus & senior instructor of Korean
language and literature for the ¢chair of languages of the Far East and south Asia.

A professor to head the chair of history of China.

A docent to teach the history of Korea, plus a professor to head the chair of
history of nations of the Far Tast and southeast Asia.

Three professors or docents, plus a professor to head the chair of history of
nations of the Middle and Near East.

hA Ec}locent to head the chair of economics and economic geography of nations of
the East.
h A docent to head the chair of Western European languages.

B. Leningrad Siate University—Eastern Sfacully

Subjects—More traditional in its approach than the institute at Moscow Uni-
wversity, the eastern faculty at Leningrad State University emphasizes language
and history. Present enrollment for ‘Asian and African languages is roughly as
follows Chinese, 20; Korean, 20; Japanese, 15; Mongolian, 10; Indian, Tibetan,
and Indonesian, 25 in all; Arabie, 10; Persian, 10; Afriean 10. The African
languages appear to be the only ones which are taught without the assistance of
mative instructors.

Tmprovement in African language training is foreseen by a directive of the
U.8.8.R. Ministry of Higher Education in May 1958, which called for inviting

. foreign African specialists to Leningrad as well as sending two or three Soviet
teachers and graduate students abroad to raise their language proficiency. In
addition to Swahili, Amharic, and Hausa, which are already taught at Leningrad,
within the next 3 years the study of the languages of Luganda, Luba, the Congo,
and Yoruba will be introduced. ~According to the Ministry, “University students

- will acquire conversational knowledge of no less than two related African
languages.”’ i

ourses are also offered in Chinese and Japanese history and in the histories
of the Middle East and the ancient Orient. nrollment is small; Chinese history,
with 12 students, is the largest.

Language program.—Early and intensive specialization assures the linguistic
competence of the Teningrad students, but the absence of social seiences from the
curriculum is likely to prove a handieap if the graduates are to be employed for
other than purely linguistic work.

The nature and scope of the language and literature study at Leningrad State
University may be illustrated by the Japanese program. T}lroughout the 5-year
program two aspects, theory and laboratory (that is, practice), are presented.

he first year includes the theory of languages, linguistic systems, the history
of the Japanese language, & systematic presentation of grammar, morphology,

. and syntax, a brief consideration of the study of Japanese in the U.S.8.R., Europe
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and Japan, and bibliography. Practical work in the anguage itself during the
first year includes the study of grammar and simple texts, the mastering of 800
characters, and practice in conversation with a native. Classroom work during %
the first year consists of 12 hours per week, for a tota. of 408 hours, divided as
follows: introduction and grammar 68 hours; text study 136 hours; conversation
136 hours; and writing practice 68 hours, A comprehensive examination at the
end of the year covers the whole complex of the introductory course.

The second year is devoted to literature and literary speech. Examples of
modern Japanese literature are studied in chronologieal order “to show the growth
of the literary language.” History, style, morphology, and syntax are taken up
as theory, while in the laboratory the student turns h's attention to a series of
writers, including some “proletarian authors,” who oc:upy an exalted place in
Soviet criticism of Japanese literature in mueh the way 1Toward Fast used to hold
such a place in Soviet eriticism of American literature. The classroom sehedule
is identical to the first year, and another comprehensive examination eompletes the
second year,

The third year is divided betwoeen “contemporary literary Japanese” and
“classical Japanese,” with 240 hours devoted to each. Students are introduced
to the “public language,’”” both spoken and written. Mewspaper, journals, con-
temporary short stories, and novels form the core of this work. ~ At the same time
the student studies classical Japanese along with kambur. (Lhe old style of writing,
which employs Chinese characters extensively). This section of the program is -
organized as follows: (1) the classical language of the 8th through the 12th
centuries, including (@) the conversational language of 1he time and (b) Chinese
as the language of official correspondenee and scientifie and historieal litcrature ;

(2) medieval literary Japanese of the 12th through 16th eenturies, consisting of
remnants of the old literary language which still persist in archaic form in litera-
ture, medieval conversational language which also may be found in its archaic
forms, and Chinese which as in the preceding period continues as the official lan-
guage; (3) literary Japancse of the 16th through the 1¢th centuries, devoted to
four main topies remnants of “old literary” Japanese which existed as a language
of scholars of that period, the developed form of medic val Japanese which had
become the national language of the period, the conversational and written lan-
guage of literature, and Chinese, as the language of knowledge and philosophy.

The fourth year, like the third, is divided between ‘contemporary literary” A
and classical Japanese. Four of sixtecn weekly class hours required in the fourth '
year are devoted to seminars and special courses, the former including Kambun.

In addition to literary works, the texts of contemporary juridieal literature are also
read toward the end of the eighth semester. An examination concludes the year.

The fifth and final year is divided among four maia subjects: (1) eclagsieal
Japanese, (2) history of the language and writing, (3) diulectology, and (4) semi-
nar on special problems. The study of classical language follows the pattern of
the fourth year. The course on the history of the language and writing appears
to be especially thorough, covering aspects ranging from general syntax develop-
ment and the lexicography and phonetics of the urban language to a detailed
examination of the development of writing systems in China and Japan. More
attention appears to be paid to the study of Japanese di:lects at Leningrad than
is usual in f{)merican programs. The subjeet includes: (1. the history of Japanese
dialects, (2) the study of a dialectological map of Japan, '3) the dialects of J apan
proper, (4) dialects of Miyako Island, (5) a brief deseription of some other local
dialects, and (6) methodology of dialectological reseirch. An examination
covering the four main subjecis of the fifth year completas the program,

C. Ceniral Asian Stale University, Tashkent -
Organization.—The third major center for the teaching of exotic languages in
the Soviet Union is the eastern faculty of the Central Asian State University in
Tashkent. More than 150 students, at least 50 percent of whom are Uzbeks, are
enrolled in the 5-year program. There are four departments: the Indian Depart-
ment offers instruetion in Hindi, Urdu, and Bengali; the Chinese-Uigur Depart-
ment teaches two Uigur dialects and Mandarin Chinese; the Iranian-Afghan
Department has courses in Persian and Afghan, with Aralic the obligatory minor
language, and the History Department ineludes international relations in its
offerings.
Employment of graduates—To date a few of the graduates of the faculty are.
known to have been reeruited by the Ministry of Foreign Trade for work at
construction projects in Afghanistan. While more gracuates are likely to go
abroad as government officials in the future, most of them 110w become philologists A,
or find employment as interpreters with organizations such as the Alliance of
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Friendship Societics, radio stations, forcign. literature publishing houses; some
become teachers in 10-year schools.

Current trends—At the Central Asian State University the current trend of

- shifting attention from history and philology to econtemporary problems is illus-

trated by proposals and criticisms made during the past year. New courses in
economics, ideology, and international relations were called for. According to
the critics, study of Arabie should be oriented along more practieal lines, stressing
the spoken language rather than ancient texts. Teaching the languages of
Tndonesia and Durma was recommended, since, “there is a severe shortage of
cadres who understand these languages, even in Moscow.” *

In addition, there were comments on the shortage of equipment sueh as audio
and visual aids and publication facilities.

D. Azerbaidzhan State University, Baku .
The eastern faculty of the Azerbaidzhan State University, Baku, offers train-
ing in Persian, Turkish, and Arabic. The Arabic section receives about 12
- students per year. The increasing employment of non-Russians for contacts
with Asian and African eountries is reflected by the fact that instruction is given
in Azerbaidzhani.
E. Kazan State University
- Qinee 1944 Arabic has been taught by the faculty of Tatar language and litera-
ture of the Kazan State University.
F. Tadzhik State Ungversity, Stalinabad
A faculty of Arabic and Persian languages is scheduled to open at the Tadzhik

State University, Stalinabad, in the autumn. It is to have an enrollment of 30
students. i

V. MINISTRY SCHOOLS

The military and diplomatic services, in addition to recruiting graduates of the
universities, operate their own schools in which language training is offered.

A. Ministry of Foreign Affairs’ Institute of International Relations
In addition to reeruiting graduates from institutions of higher education, the
Ministry of Foreign Affairs maintains its own school, the Institute of International
Relations in Moseow, for training diplomatic personnel. Sinece the institute is
N rarvely mentioned in print, what follows is & composite sketch based on the most
recent information -available.

Organization~—The institute, which reportedly has an enrollment of more than
1,000 students (about 200 of whom are from Communist bloe countries), appears
10 be divided into three faculties: law, history, and international relations. ithin
each faculty there are language and area specializations. The students are further
subdivided into language study groups of from five to seven people.

Program.—At present the course appears to be 6 years in length (earlier reports
hadksaid it was a 4- or 5-year course), with 6 class-hours per day during a 6-day
week.

In addition to languages, which are studied throughout the B-year course (10
hours per week for the major language and 6 for the minor, according to one
report), the program includes comprchensive coverage of a variety of subjects.
In the first 2 years the student takes up history, economies, and political science
of the U.S.8.R.; principles of Marxisim-Leninism; and physical education and
military training, the latter including organization of the Soviet Army, Soviet
small arms, military tactics, and foreign armies. In the third year he studies
Soviet bloe countries and also begins taking courses on the countries of the area
in which he is to specialize. = In the final years he studies intensively the particular
country to which he is to be assigned.

No complete list of the languages taught at the institute is available. However,
it is known that, in addition to ¥rench, English, German, and Spanish, courses
have been offered in Chinese, Persian, Arabic, Afriean dialects, and japanese
(the last with the assistance of a native instructor). :

B. Military training in foreign languages

No current information is available on the Military Institute of Foreign
Languages, which underwent an extensive reorganization in the summer of 1956.
Prior to this reorganization, the institute, located in Moscow, was reported to
have an enrollment of 1,000 students (plus an additional 500 in the correspondence

T3 4 Pravda Vostoka, May 31, 1957,

S
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course, Which was abolished at the time of the reorganization) and a total faculty
of 230 officer and civilian instructors. In addition to teaching European languages
and military subjects, the institute had a College of Eastern Languages, with an A
average enrollment of about 300 students in a 5-year course. The largest depart- T
ments in the college were Chinese, Japanese, Arabie, a1d Hindi.
The following portions of the 36 class hours per week were devoted to language
training: in the first year, major language 20 hours, linguistic methods 2 hours;
second year, major language 24 hours, linguistic metiiods 2 hours; third year,
major language 17 hours, literature of major language 2 hours, minor language
8 hours, linguistic methods 2 hours; fourth year, major language 18 hours, liter-
ature of major language 4 hours, minor language 8 hours, linguistic methods
2 hours; fifth year, major language 18 hours, minor language 8 hours. In addition
to daily observation of the student’s progress 1-hour oral and written examinations
were given at the énd of each semester. Language classes were conducted in
small groups of from 6 to 10 students, and a total of <0 phonographs with ear-
phones and 1 tape recorder were available for student use.
Before the reorganization there were reports that the program was too drawn
out, that discipline was lax and that inadequate attention was given to military
subjects. Presumably the reorganization took steps to remedy such defects.

VI. RESEARCH PROGRAMS

Research on Asia and Africa is highly eentralized and is for the most part con- ‘ =
centrated in two major centers—the Institute of Eastesn Studies and the Insti-
tute of Ethnography, Both institutes have as a secondary function the training
of graduate students.

A. Institute of Eastern Studies

Reorganization.—The Institute of Eastern Studies of the Academy of Sciences
of the U.8.8.R. with branches in Moscow and Leningrad, is the prineipal center
for Soviet research on the East. It also serves as national coordinator for addi-
tional research done at other institutes, trains graduate students, and operates a
publishing house. .

The institute in its present form can be said to date frcm 1950, when the Lenin-
grad Bastern Institute and its Moscow branch were merged with the Institute
of Pacific Studies in Moscow to form a single, unified justitute in Moscow. Six @
years later, however, the work of the institute was still considered far from ade-
quate by the Communist Party. At the 20th Party Congress in February 1956,
Mikoyan singled out the institute for seathing eriticism; “* * * although in our
day the whole East has awakened, this institute is still ¢ ozing.”

%he first step in redirecting the work of the institute toward increased con-
centration on contemporary problems was the appointirent of B. G. Gafurov as
its director in May 1956, (gafurov, a member of the Central Committee and
former First Secretary of the Tadzhik Communist PArty, carried out the re-
organization of the institute in the fall of 1958, when new sections were added
in Moseow, a Leningrad branch was established, and most of the Chinese depart-
ment was removed from the Institute of Eastern Studics and a separate Institute
of Chinese Studies was established,

As » result of recruiting efforts, which are continuing, the size of the Institute
of Eastern Studies’ Moscow staff has more than quadrusled since 1950 and now
includes 400 staff members and 100 graduate students. .\n indication of the rela~
tive size of the 5 main departments can be seen in the following figures on the
distribution of the senior specialists among them: (1) the Far Rast, with 50
senior specialists, divided by area as follows—Japan 25, Mongolia 12, i(orea 12; -
(2) India divided along disciplinary lines—history 12, economics 10, philology 8;
(3) southeast Asia with a total of from 15 to 20 specialists working on Indonesia,
Vietnam, Cambodia, Burma, Malaya, and the Philippines; (4) Africa, a new
department established in 1956, has few scholars; and (3) Middle and Far East
which also has only a few researchers. A sixth, functicnal department, to deal
with nonregional problems such as United Nations affairs, international law, ete.,

" 18 planned.

The Leningrad branch is smaller than the Moscow ard is devoted almost ex-
clusively to work on earlier periods of history. Distribution of experts is as fol-
lows: (1) Far East—China 10, Japan 3, Korea 4, Tibet 1; (2) south and central
Asia—India 3, Persia 3, Kurdistan 1, central Asia 5 or ti; (3) Arabia 5 or 6 ; (4
the ancient East 3; and (5) Mongolia 3.

Publications.—The Institute of Eastern Studies.issues four periodicals: Soviet PN
Eastern Studies, The Contemporary East, Brief Reports of the Institute of East- ==
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FOREIGN SERVICE ACT AMENDMENTS

ern Studies, and Scientific Notes of the Institute of Eastern Studies. It also
. operates its own publishing house for books and pamphlets—the Publishing House
o for Eastern Literature. :
The list of 109 titles scheduled for publication.in 1958 provides another index
of the distribution of research efforts within the institute.b T
Of the 14 titles to be issued on the “History and Economies of Countries of the
Near East,” 5 are general, 2 dre devoted to Afghanistan, 4 are about Iran, and 3
are on Turkey. - .
India accounts for 12 of the 21 titles to be devoted to the ‘“History and Eco-
nomics of Countries of Southeast Asia.” R ' :
Of the 30 titles on the “History and Economics of Countries of the Far East,”
16 are items on China prepared by the Institute of Chinese Studies but nonetheless:
included in the catalog. Six items on Korea, two on Mongolia, two on the Philip-
pines, and four on Japan were all prepared by the Institute of Eastern Studies.
- The section on the ‘“History and Economics of Countries of Africa’ includes
5 titles, while 12 titles are to deal with the “Ancient Fast.” ‘‘Geography and
Ethnography’’ aecount for 3 titles, and 9 items are listed under ‘“Linguistics.””
Literature, folklore, and literary criticism account for the remaining 15 titles.

B. Research on Africa—Instituie of Ethnography

New organizations proposed.—Heretofore, the Institute of Ethnography of the
Academy of Sciences of the U.B.8.R,, which has branches in Moscow and Lenin-
grad, has been the principal center for research on southern and central Africa,
and as such it has had the function of generally coordinating additional rescarch
efforts at universities and other institutes. Its role as a coordinator is likely to be:
reduced by the rcorganization of rescarch on Africa which is now being planned. -

Measures to increase the prestige and improve the coordination of Afriean
studies in the U.S.8.R. were suggested at second coordinating mecting of Afri-
canists of the U.8.8.R. Academy of Scicnces which was held on February 13,
1958, Participants in the mecting included representatives of the Institute of
Ethnography, the Institute of Eastern Studies, the Institute of World Economics:
and International Relations, the Institute of Geography, and also teachers from
Moscow University and pedagogical institutions. The meeting formally en-
dorsed proposals for creation of an all-union association of Africanists and a

| special organ which would coordinate research on Africa done in different institutes
of the Academy of Scicnces of the U.S.8.R., beginning of preparatory work for
the unification of all Africanists in a single scientific center; introduetion of special
courses on the history, economy, and literature of African countries in historiecal,
economic, and philological facultics; and creation of a special chair of African
studies at Moscow University. The mecting also suggested sending an expedition
to Afriea composed of experts in the humanities as well as the natural sciences.

Publications on Africa.—Despite rapid growth in recent years, the volume of
Soviet publications on Africa is still modest in comparison with that of the free
world. Professor Potekhin, speaking at a February 1957 meeting of Africanists
at the Institute of Ethnography, noted that while between 1917 and 1945 a
total of 111 books® on Afriea had been published in the Soviet Union (ie., 4
per year), the figure for 1946-56 was 100 (or 10 per year). The 3-year plan for
research on Africa adopted at the same meeting includes as a maximum a total
of 55 titles, which, if the plan is completely fulfilled, will be an average of 18 per

ear.
y An indication of the seopc of Soviet research on Africa is given by the detailed
- list of projects in a research plan which was published in Soviet Ethnography,
the journal of the Institute of Ethnography, No. 3, 1957, The political motiva~
tions behind this plan can be seen in the faet that the largest of its six sections
is devoted to work on “Economic Conditions and the National Liberation Move-
ments in Africa After World War I1.”” Among the 20 to 35 works planned under
this heading are the following titles:

i igeria Against
The Economic Development and Struggle of the Peoples of Nigeria
rialist Enslavement After World War IL
Tlfén E;Igﬁ(:rsnic Development and the Struggle of the Peoples of French West
A amier Vgor%(d QNMf IA}' ican Monopoly
iberi e of Ameri . . .
%ﬁ?glanggggr’fs eof (zche Social-Economic Development of the Belgian Congo

After World War II.

- s Publishing House for Eastern Literature, « Annotated Thematic Plan for Issuance of Literature in the

” . 1058.
Yga}{‘ﬁgﬁtse'rmlv‘[‘%socgl‘c)’v' !g) 5Sovlet; publishing parlance includes short pamphlets as well as full-length books.
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The Peoples of Morocco, Algeria, and Tunisia in the Struggle for National -
Independence. i

Social-Economic Changes in British Colonial Policy in British Africa.

The Peasant Question in Egypt.

The Increased Role of African Raw Materials in the System of Contemporary
Imperialism.

The Role of African War.Materials.and Human Resour ces During. World War 11,

" History of the Republie of the Sudan.

The Peoples of the Gold Coast in the Struggle for Inde pendence.

The Formation of the Independent State of Tunisia.

The Imperialist Struggle in North Africa on the Eve of ind During World War 11

The section on *‘African Philology’’ includes:

Introduction to the Study of African Languages.
Swahili-Russian Dictionary. «
Hausa-Russian Dictionary.

Arabic-Russian Dictionary (a new work in the Egyptian dialect).

Essays on the Folklore and Literature of the South African Bantu.

The Origin and Distribution of Swahili.

Essays on the Syntax of Swahili. -
Essays on the History of Contemporary Egyptian Lite-ature.

"Two sections are devoted to history. One on the “Elistory of Africa Up to the
Imperialist Division” includes:

Arab Colonization of East Africa.
The Social Structure of Madagascar in the XIX Century.
Africa in the Middle Ages (four volumes based on Arah sources),

The second section, on ““The Imperialist Division and Redivision of Afriea,”
- includes;

The Berlin Conference 1884-5.

Anglo-German Rivalry in East Africa in the XIX Century.

Essays on the History of Struggle of the Zulus and the Zhosa Against Anglo-Boer M
Colonization, TS

The Struggle of the Washona and Matabele Against the Colonization of Rhodesia.

The two other sections are devoted to geography and ethnography. Geograph-
ical projects include:

Physical Geography of Algeria.
Morocco—Natural Resources and Economy.
Egypt—Natural Resources and Economy.
The Federation of Rhodesia and Nyasaland.

Works on ethnography include:

The Ethnie Composition of the Relgian Congo.

The Population of the Federation of Rhodesia and Nyssaland.
The Population and Dwellings of the Bantu Peoples.

Essay on the Ethnography of Contemporary Ethiopia.

The Ethnic Composition of Nigeria.

The Ethnic Composition of Tanganyika.

The Ethnic Composition of South West Africa.

The Ethnic Composition of Angola and Mozambique.

An Ethnic Map of Africa (to be completed by the end >f 1957).

C. Other institutes

The work of the Institute of Eastern Studies of the Academy of Sciences of the
U.8.8.R. is supplemented by the efforts of the Institute of Eastern Studies of the
Academy of Sciences of the Uzbek Republic and by the recently organized Insti-
tute of Hastern Studies of the Azerbaidzhan Academy of Sciences, which was
established in February 1958. Additional institutes are likely to be established
by the Academies of sciences of Georgia, Tadzhikistan, and Turkmenistan. In
addition, work on Asia and Africa is also done from tine to time at institutes of
geography, history, and economics.
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VII. BASTERN EUROPE

L Much less has been done on Asian and African studies by the Communist
countries of Eastern Kurope than by the U.S.8.R. Czechoslovakia, Rumania, and
Hungary have at least token Eastern studies programs patterned on the Soviet
model, while in Poland orientology has continued to develop along traditional
lines with emphasis on philology and history.
No.activity has been-reported in Albania-or-Bulgaria.

‘A. Czechoslovakia

In Czechoslovakia, as in the Soviet Union, there has been an increase in the
study of Eastern languages in recent years.

At the principal center, Charles University, Prague, there are two faculties
with a total of 15 teachers. The Far Lastern faculty, with five members, offers
courses in Chinese, Japanese, and Korean philology and history. The faculty of
the philology and history of the Near and Middle East and India has 10 members
and offers courses in Hindi, Indology, Arabie, Armenian, Turkish, Iranian,
Egyptology, and cuneiform writings. U’ndorgraduates must major in a modern,
not an ancient, language.

The School of Living Eastern Languages at Praguc has been identified, but no

. data on it are available.

The Iustitute of Eastern Studies, originally established in 1927, was reorganized
as a part of the Czechoslovak Academy of Science in 1952. The Institute has
four major departments: the Near East in Ancient Times, the Near Rast in
Medieval:and Modern Times; India and Central Asia, and the Far East. The
Institute library claims to have more than 40,000 volumes, and its bibliographie
sections scans 214 journals (from which it has made 45,000 cards).

In 1945 the journal New East began publication, and it has issued language
texthooks as supplements. It has already published texts for Korean, Chinese,
Indonesian, and Hindi; and in 1957 it began installments of an Arabic text.

B. Rumania )

Eastern studies have gotten under way only very reeently in Rumania.

A section dealing with Arabie language and literature in the philology faculty
at C. I. Parhon University, Bucharest, was first identificd in February 1958

4 and was presumably established at the beginning of the 1957-58 academic
year. In October 1956 six Rumanian students went to North Korea for language
training, a fact which may reflect the existenee of Korean language training at a
Rumanian university.

The availability of additional personnel which could be em loyed in teaching
is indicated by the composition of the Secicty for Oriental Studies which was
established early in 1957, There are 40 members working in the fields of class-
ical and colloquial Arabic, Sanskrit, Hittite, Assyriology, old and modern Persian,
Ottoman and modern Turkish, Tibetan, Armenian, Georgian, Chinesc, Japanese,
a8 well as oriental philosophy, ethnography, and urt. The Society publishes a
journal of oriental studies, Studia et Acte Orientalia.

Oricntological source material, particularly Turkish documents, is available
in libraries of Bucharest and Cluj, and in smaller eollections in provincial cities.
D. Hungary

In 1955 the Commission of Bastern Studies was established in tho Hungarian
Academy of Sciences. It has five sections: Turkology; Central Asia, India, and
Biberia; Lastern Asia; Ancient Near East; and Medicval and Modern Near East.
A total of about 20 researchers arc employed in these sections.

E. Poland

The principal centers of orientology in Poland are the Oriental Institute at
Warsaw University, originally founded as the Oriental TFaculty in 1933, and the
Oriental Faculty of Cracow University, founded in 1019. The membors of the
Warsaw faculty arc divided by speeialty as follows: Sinology 7, Turkology 7;
Indianistics, 8; philology of peoples of Central Asia, 1; Semitology, 3; philology
of the ancient Last, 2. The faculty at Cracow has 8§ members.”

" Data on faculties and students are for 1956, as given In Stefan Streleyn, Orlentology Review, No. 3,

lgfﬁ. é\I (9 major changes appear to have taken place in the size and distribution of facuities and students
since 1956.

Approved For Release 1999/08/27 : CIA-RDP78-03721A000400020007-7



Approvg&il For Release 1999/08/27 : CIA-RDP78-03721A000400020007-7

FOREIGN SERVICE ACT AMENDMINTS

In 1956 the 145 students of both universities were divided by year of study and
specialty as follows: ‘ Y

Year of study
Total

29
T

} ~

4
s
9

Sinology.-
JaPANESe e oo oeoimemmmceme e comm—me e
TV TP S ——— - 2
Arabie...... . - 2
Tranisties. .. - 5
SeMItOlOgY - - e caemccccemmmmanemmmmmaemccmcacmem———— 1

2

3

[ 1S Roege ] LY

Philology of peoples of Central Asia... -
TndianiStics - ..oeecooccacmccracmmmmmmecmmmeaocmamman [ 28
Philology of Ancient East, including Egyptology-..--}----o--- 2 DR 3

Total 37 27 20 A 37 145

»

Though oriental studies grew in Poland in the period iollowing World War IT,.
they appear to have reached their peak by 1956, when the author of the article: .
from which the figures were cited eomplained on unemp oyment among scholars.
and urged that appropriatec employment be found for fortheoming graduates,

Senator SymingTon. I will be very glad to answer any questions
that the distinguished chairman would care to ask. £

LOCATION OF PROPOSED ACADEMY

Senator MANSFIBELD. Scnator Symington, you mentioned that the
Academy which you propose—and I note you introduced the first. P
bill in this respect to this session of Congress—shall be located in the '
Middle West.

Senator SymineToN. Yes; I would say that would be good from
the standpoint of strategic position, Mr. Chairman. But I think the
most important thing to have is the Academy itself.

WSenator MansrFieLp. Would you include Moatana in the Middle

est?

Senator Symineron. I would be very glad fio include Montana.
[Laughter.]

APPOINTMENTS TO, AND LEVEL OF, FOREIGN ERVICE ACADEMY

Senator Mansrrerp. As I read your bill, what you are proposing is
that appointments to the Foreign Service Acadeny be carried out on
a basis similar to appointments to the present rilitary service acad-
emies.

Senator SyminagTon. That is correct, Mr. Chairman.

Of course, you would have pecple eligible for this Academy who,
because of slight physical disability, like poor eyes, would be ineligible
for the military academies.

In addition to that, of course, this academy would be coeducational;
women would also be able to enter.

Senator MansrreLp. This, by the way, would be an undergraduate
school; is that correct?

Senator Symineron. That is correct, Mr. Chairman.

I have heard a lot about graduate schools, but it seems to me that
with circumstances as they are now, an undergraduate academy is
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mneeded. I think the Chair and I have discussed this once before.
And, as I said in my statement, if we can afford three academies to

o train people for a possible hot war, surely we can afford one academy
to train people for the cold war we are now in. '

RESPONSIBILITIES OF DEPARTMENT OF STATE IN COLD WAR

Senator MawnsrizLo. Would you say the Department of State is
-our first line of defense in the cold war?

Senator Symineron. I would think that the Department of State
would be the leader in the grouping of the various agencies in Govern-
ment—including the Department of Defense, and the USIA, among
-others—faced with the threat of growing economic and psychological
ageression as well as any possible physical aggression from the Com-
munists. B .

Senator MansrizLp. Do you think the Department of State has
been given a rather low priority in carrying on its responsibilities since
the end of the Second World War? ‘

Senator SymivagroN, Mr. Chairman, T would not know about that.
The Chair, being & member of this committee ever since he and I have
been in the Senate and, I believe, before that in the House of Reproe-
sentatives, would know much more about that than I do.

But I feel very strongly, after going around the world a good many
times and having a son who is now working in the Foreign Service
-abroad, that there is something lacking that 1s seriously affecting our
program. . ,

For example, we have justabeen listening to a lot of comment,
criticism, and advice with respeet to the mutual security program.

- My impression is that the most effective criticism of that program

-at this.time is with reference to its administration. I am certain that

administration would be better if we had people who understood the

-customs and mores, as well as the languages, of the countries in which

~ they served, and who were actively interested in promoting our
“position with respect to foreign aid and mutual security.

‘GRADUATES OF ACADEMY WOULD HAVE CHOICE OF ASSIGNMENTS IN
' VARIOUS GOVERNMENT AGENCIES

" Senator MawsriELp. It is interesting to note that the two organiza-
“tions connected with foreign policy not in the Department of State,
‘the USIA and the ICA, are both headed at the present time by Foreign
‘Service officers, namely, Mr. Geotge Allen, and Mr. James
Riddleberger. : : :

I take it from your proposal, Senator Symington, that it would not
be mandatory for these people who graduate from the Foreign
-Service School to go into the Department of State cxclusively.

Senator SymincgToN. No, - Mr. Chairman. . Students would be
-given a choice; based on class standing, as to the department and area
of service. This would be similar to the system in effect at the
.military service academies. I would hope a method could be evolved
to provide the desired flexibility of choice for all members of a
.graduating class. ,

t
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LACK OF LANGUAGE PROFICIENCY IN U.S. DIPLOMATIC SERVICE

I might add that a report from the Library of Congress Legislative -
Reference Service which was presented to us entitled “Foreign Lan-
guage Training Programs for U.S. Information Agency Personnel and
Possible Value of a Foreign Service Academy to this Ageney” (see
p. 13), shows that we are beginning to move 1 the field of language
training. But to me the overall efforts are totally inadequate to meet
the problem.

I know the Chair is one of the most expericnced Members of the
Senate, and he knows the gigantic problems incidet not only to the
handling of the mutual security program, but to sl our diplomatic
programs. In my own travels I have been struck many times with
the lack of language proficiency on the part of many of our personnel,
especially at the consular level.

Senator MansrigLD. I think that point is being brought out very
thoroughly in our study of Foreign Service problems. 1 know that
this committee, as a whole, is very much disappointed in the linguistic
abilities of the personnel whom we are taking into she Foreign Service
at the present time. Strange to say, in this rich country, with our
educational system, we do not get many people coriing in at the lower
levels of the Foreign Service who are qualified to speak languages,
and I think the report asked for and received recently by the chair-
man of the Foreign Relations Committee, Mr. fulbright, indicates
that the same holds true, although not to the same degree, even
among our representatives in the higher cchelone,

Thank you, Senator Symington. E-am delighted that you have :
appeared this morning, and I want to assure ycu that I personally -
think that a bill of this nature is necessary.

Senator SymrNgron. Thank you very much, Mr. Chairman.

1 would like to make one more comment on that, if I may.

MANY YOUNG PEOPLE WANT CAREER IN GOVERNMENT SERVICE

I am sure that the Chair has the same exper.ence that I do with
regard to young constituents. They want to serve in Goverment.
Many are not able, of course, especially the women, to serve in the
other service academies, but they have in their minds a desire to go
into Government service. I have a good many people like that from
my State, and I am sure the Chair does, also. :

It seems to me that a definite training program in the important
and constructive field of foreign relations woulc. not only provide an
avenue for those people to go into the service of their country, but
might well also stimulate quite a few more of our youth, as they
;‘ecognize the growing importance of the problemns which this country

aces.

Senator MansrreLD, I am thoroughly in acecrd with what you say.

Senator SyminagTon, Thank you, Mr. Chairman. It has been a
privilege to be with you.

SENATOR SMATHERS' LETTER SUPPORTING S. 109

Senator MansriELD. At this point in the rocord, I should like to
insert & letter to me from Senator Smathers, in support of his bill, s
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S. 109, to establish a Foreign Service Academy. Senator Smathers
is unable to be at this meeting to testify in person.
(Senator Smathers’ letter is as follows:)

w U.S. SENATE,
‘ CommiTres on FINANCE,

July 6, 1969.
Hon. M1k MANSFIELD,
Chairman, Subcommitiee on State Depariment Organization and Public Affairs,
Foreign Relations Committee, Washington, D.C.
Dear Mzr. Cramman: I regret that it is not possible for me to personally
appear in behalf of 8. 109, proposed legislation which would provide for the
- establishment of a U.8. Yoreign Service Academy, but I do appreciate -the.-
opportunity afforded me to submit this statement in lieu of such personal
appearance.
I might add that I am very happy to note that the chairman of this subcom-
- mittee is also a cosponsor of the bill, and has been vitally interested in bringing
about the establishment of such an Academy over the past several years.
An examination of the personnel records of the Foreign Service Corps reflects
that we have been drawing the bulk of our talent for diplomatic service from a
very limited stratum of the United States, though it is true, relatively speaking,
. that there has been a considerable improvement in the diversification of the
Service. Nevertheless it appears to me that we have not fully demoeratized our
Foreign Service in any sense of the word. )

The so-called development of an intellectual elite from ‘which we in the United
States have in the past, and coutinued for the most part in the present, to draw
Foreign Bervice Corps personnel, does not provide the best means to set forth
fully representative policies in the Foreign Service.

Our Eemoora.cy is founded on the principle that ability recognizes no class, and
so-called ground rules which appoar to have a very stifling effect and encourage
the creation of an intellectual elite should not be permitted to prevent the maxi-
mum utilization of this ability in our Foreign Service Corps.

Today, in a world of turmoil full representative views of American policy should
spring forth, and that is the reason why I feel that our Foreign Service could be a
great deal better than it now is, We ean improve it if the ground rules are changed
so that we may be able to draw upon a larger pool of representative talent and
L —_ brainpower.

As a result, the Foreign Service Corps is far from being an adequate instrument
considering the reliance we place upon it in endeavoring to achieve the final
objective of world peace.

Consider only the matter of language proficiency. In a survey conduected by
the Department of State in 1956 of 4,000 Foreign Serviee officers, 43 percent
lacked a useful speaking and reading knowledge of any forveign language.” Fully

- 60 percent lacked useful proficiency in French, German, or Spanish.

n Advisory Committee of the Foreign Service Institute pointed out to the
President in March of last year that Ambassador Liewellyn E. Thompson was, at
that time, the only American Ambassador to a Communist country who could
speak the language of the country to which he was assigned. Only two of our
Ambassadors in the Middle East were able to speak Arabic. In 1949, when the
United States was finally able to send its own interpreters to Indonesia, it was
discovered that the native interpreters previously relied upon were coloring their
translations to make local comment sound pro-Ameriean,

These facts alone disclose a.crying need for imaprovement in our existing Foreign
Service Corps. They are defects which, in my opinion, can only be corrected by
the establishment of a Foreign Service Academy, such as that set forth in the
proposed legislation. -

iplomacy is too_basic to be left to chance. It deserves the best effort of the
American people, It deserves the ercam of America’s youth from every section
of the country, and from every segment of our society. .

It is for these reasons that I urge the subcommittee to report favorably on the
pending measure.

It will be appreciated if you will have this letter made a part of the record of

. your hearings. -
Thanking you and with kind regards, I am,
Sineerely yours, ’
‘ GEORCE SMATHERS,
U.S. Senator.
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Senator MansrieLp. We will next hear from Mr. Henderson.  We
are delighted to have you with us again, Mr. Secretery, as we always

are. )

STATEMENT OF HON, 1LOY W. HENDERSON, DEPUTY UNDER
SECRETARY OF STATE FOR ADMINISTEATION

Mr. Henperson. I have a statement with respect to these bills.
I would be grateful if you would allow me to submiit that statement
for the record and add a short oral statement.

. - . . L™
Senator MansrirLp. That will be fine. I will he glad to hear it.
DECISION ON ESTABLISHMENT OF FOREIGN SERVICE ACADEMY SHOULD
' BE POSTPONED ’ -

Mr. HenpersoN. The statement which I am submitting for the
record suggests that we might postpone the muking of a definite
decision with regard to the establishment of a Foreign Service Institute .
until we are in a better position to ascertain the results of our present
efforts in the field of training and recruitment. . ,

I would like to make it clear that we, in the Desartment, who have
certain responsibilities in the field of recruitment and training of
personnel of the Foreign Service do not reject out, of hand and finally
the idea of a Foreign %ervice Academy. :

- Furthermore, we are grateful to the Members of Congress who
have shown an interest in the strengthening of the Foreign Service
by submitting bills providing for t%e esteblisament of a Foreign
Service Academy.

~We do not for one moment take the position that we are satisfied Y
with the Foreign Service as it exists.

We believe there should be efforts to raise th: standards of officers
already in the Service, and to raise the standerds of those who are
being recruited.

+ In our opinion, a Forecign Service Academy might serve certain
useful purposes. It could provide young mer and women from all
walks of life with a unique opportunity to preparc themselves for
civilian service in the foreign field.

.In such an Academy they would be subjectzd te disciplines which
do not exist in most private institutions. They would be instilled
with morale and pride of service which would bolster up the structure
of the whole Foreign Service.

They could be also instilled with a professional outlook which might
irradiate throughout the whole seetor of our Government which is
concerned with international problems. .

We have engaged in some soul-searching in this matter, and it is
with some reluctance that we have come tc the decision that it is
preferable not to attempt at this time to establish a Foreign Servicg
Academy. ‘ ‘ :

5 PRESENT PROGRAM OF RECRUITMENT AND RAINING IS EFFECTING
IMPROVEMENTS IN SERVICE '

We would like to experiment further with our present recruitment
andeditcational processes which, in cur opinion, are bringing about .
improvements in the Service.
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. Tf later we should find that through our present means of recruit-
ment and training we are not getting the results for which we had .
e hoped we may come to the conclusion that there should be a Foreign
‘Service Academy. .

We would be at that time in a better position, as a result of our
experimentation, to determine what the character of such an Academy
would be.

Senator MaNsFienp. Is that all, Mr. Henderson?

Mr. HExpERSON. That is all T would care to offer at this time unless
you would like to ask some questions.

Senator ManswieLp. No; I have no questions.

(The prepared statement of Mr. Henderson follows:)

Sraremunt oF Hox. Loy W, HENDERSON, DEPUTY UNDER SECRETARY OF STATE
FOR ADMINISTRATION oN 8. 15, 8. 109, 8. 730 To PROVIDE FOR THE ESsTABLISH-
MBNT oF A U.S. FomeiaN SERVICE ACADEMY

The question of establishing a U.S. Government institution for the purpose of
preparing officers for the Foreign Service is one to which the Department has
devoted much thought. Keeping the needs of the Foreign Service always in mind,
we have carefully considered the various bills which would cstablish some form of
Foreign Service Academy. The Dopartment remains convinced, however, that
such an Academy would not be in the best interests of the country or the Foreign
Service at this time.

UNIVERSITIES AND FOREIGN SERVICE ARE IMPROVING TRAINING FACILITIES

Before undertaking the responsibilities connected with the establishment of
such an Academy, the Department would prefer to obtain more experience with
the training facilities already available to it and to ascertain the qualifications of
the young men and women coming into the Service from our colleges and uni-

. versities—which are augmenting and improving their training faecilities.

P -’ T know that the committee is aware of the high degree of importance which the
Department attaches to the training of its officers. During recent years, with the
help and counsel of the Congress and of the Senate Committee on Foreign Rela-
tions in particular, we have made considerable progress in improving our training
programs. Through the facilities of the Foreign Service Institute, colleges of the
armed serviees and various private educational institutions, the qualifications of
our officers are being raised each year. We believe that the results are becoming
increasingly more evident, especially in the linguistic field. i

The many and varied responsibilities of the Foreign Service require that it be
staffed with men and women possessing a wide range of skills and backgrounds.
14 is also desirable, in order to assure proper representation of the United States
overseas, that the interests of the various sections of our country be fully reflected

- - in the composition of the Service.

QUALIFIED UNIVERSITY GRADUATES ARE SUITED FOR ENTRANCE INTO FOREIGN
SERVICE

. The Department is inclined to believe at this time that these needs can best be
met by selection of %ualiﬁed graduates from the colleges and universities in all
parts of the United States, and by taking full advantage of the wide range of
educational training provided by these institutions of higher learning.

It is possible that with additional expericnee, we may come to the conelusion
that the Foreign Service would be strengthened by the establishment of a Foreign
Service Academy either at an undergraduate or graduate level to supplement the
intake of personnel from non-Government institutions. We would prefer, how-
ever, at this time to defer any definite decision with regard to the establishment
of a Foreign Service Academy., We do not recommend, thercfore, the enactment
of either 8. 15, 8. 109, or 8. 730 at this time. :

Senator MansripLp. Finally, before we go on to the next group of

bills, I should like to make a part of today’s record a letter and state-

- ment to me from Senator Yarborough, who wishes to express his
43120—59——38
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support of Senator Wiley’s bill to establish a Foreign Service Academy,
S. 730. A

) U.S. SuvaTs,
CoMMITTEE ON INTERSTATE AND FOREIGN CoMMERCE,
. Washington, D.C., July 8, 1959.
Hon. MirkeE MANSFIELD,
Chairman, Subcommitlee on State Departmént Organization anc Public Affairs,
Senate Foreign Relations Commitiee, Washington, D.C.

Drar Mikg: I am enclosing a copy of a statement I have prepared in support
of 8. 730, Senator Wiley’s bill to establish a Foreign Service Academy.

Although I had hoped to present this statement in person at tle meeting of the
subcommittee this morning, July 6, the pressure in my schedule prevented me
from attending your meeting.

I request that the statement be made a part of the record of the hearings.

Thanking you, I am,

Very sincerely,
Rarvra W. Yarsorougw.

STATEMENT BY SENATOR RALPH YARBOROUGH ON BENALF OF 8. 730, To EstaB-
LiISH A FOREIGN SERVICE AcADEMY

Mr. Chairman, I appear today as a cosponsor of 8. 730 by Scnator Wiley, to
establish a Foreign Service Academy for the graduate training ¢f those who are
entering our Foreign Service. This school, to be located in the V7 ashington area,
would serve as a great center for the study and practice of the skills needed so
desperately to effectively represent our country abroad. It would take in college
graduates from all over the country, at the normal time of their entry into the
Foreign Service, then train them intensively in such subjects as Ameriean diplo-
matic history, State Department organization and policies, and m st importantly,
in area and language studies, Much has been written recently of the lack of
knowledge of our ropresentatives abroad of the language and customs of the
countries in which they are stationed. Much of this, of course, is exaggerated,
but undoubtedly there is but a relatively small percentage of those initial entrants
into the Forcign Service who have a working knowledge of even cne of the major @
Europcan languages. When one thinks of the Asian and Af fican languages
spoken by millions and millions of people abroad, and the fact thas in this country
there is not even one university wherc some of thesc languages can be studied, -
the need for an institution dedicated to the purpose of erasing a1y deficiency in
this regard is apparent,

It seems to me that this is a need which can be met in no other way. As great
as our university system is, it cannot provide for the systematic instruction of
these unfamiliar languages in such quantities and with such convenience as the
Academy here proposed. Here we will take those students, the cream of our
country’s crop, who are the most highly motivated to understand a foreign lan-
guage and way of life, and teach them tn an institution of the h ghest academic
rank, - For this the students will agree to serve at least 3 years in the Foreign
Service, an obligation parallel to that of our military academics. Even if many
of these students should leave the Foreign Service at that time they will con-
tinue to enrich our national program through their positions in educational
institutions and international trade.

We can also expect that this Academy will have a beneficic]l effect on the i
recruitment of qualified and interested persons for the Foreign ferviece, It will N -
also provide a means of assuring that only the competent will be allowed to
represent our country.

Though it will cost a relatively modest sum of moncey to establsh this Foreign
Service Academy, the returns should far outweigh any such costs. I, for one,
feel that enduring friendships are built on understanding, that to have repre-
sentatives abroad who can freely and effectively communicate ard transmit our
goals and ideals will help shift our bagis of sceurity from militar:- and economie B
interdependence to the true mutual security of a communion of i1terests, ideals,
and principles.

AMENDMENTS TO THE FOREIGN SERVICE ACT OF 1946, At AMENDED

Senator MANsriELD. Mr. Sceretary, we will now turr. to the next
matter of business on the agenda having to do with &, 443, intro-
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duced by Senator Green by request, a bill to amend the Foreign
Service Act of 1946, as amended, and for other purposes; and at the
-’ same time we will consider S. 2233, introduced by Senator Fulbright
by request, a bill to amend the Foreign Secrvice Act of 1946, as
amended, and for other purposes.
(S. 443 and S. 2233, together with exceutive branch comments on
each, follow:) .
{8, 443, 86th Cong., 1st sess.]
A BILL To amend the Foreigu Sorvice Act of 1948, as amended, and for other purposes

Be it enacted by the Senale and House of Representatives of the United States of
America in Congress assembled, That this Aet may be cited as the “Foreign Service
Act Amendments of 1959..
. Swc. 2. Section 415 of such Act is amended to read as follows: :
“Swo. 415. (a) There shall be ten classes of Foreign Service staff officers and
employeces, referred to hereafter as staff officers and employees. The per annum
salaries of staff officers and employees within each class shall be as follows: -

o $11,660 $11,990 $12,320 $12,650 $12,980 $13,310 $13,640
- 9,900 10,176 10,450 10,725 11,000 11,275 11,550
40 5 00 8, 9,240 15 9,790

8, 1 8,415 8,0t , 966 ; ) 3
“Class 4 7,000 7,225 7,460 7,675 7,900 8,125 8,350
“Class 5. 15 6,860 6,660 6,750 6,950 7,150 7,350
“Class 6 , 30! 3 5,700 5,900 8,100 6,300 6,500
“Class 7 , G0 4,800 4,050 5,160 5250 5,400 5,550

“Qlass 9. - 3,760 3,900 4,080 - 4, 4,350 4,500 4,650
#Class 10. o 3,500 3600 3700 3,800 3,000 4,000 4,100
“(b) Notwithstanding the provisions of paragraph (a) of this section, the
Secretary may, under such regulations as hc may prescribe, fix the salary or com-~
pensation at lesser rates of salary than those preseribed by this seetion for the
applicable class of officers or employces who are employed loeally abroad and
who are not available or are not qualified for transfer to another post or posts.”
Suc. 3. Section 416 of such Act is amended to read as follows:
“Sme. 416. (a) A person appointed as a staff officer or employee shall receive
N\ basic salary at one of the ratecs of the class to which he is appointed which the
Secretary shall, taking into account his qualifications and cxperience and the
needs of the Service, determine to be appropriate for him to receive.

“(b) Whenever the Secrotary determines that the needs of the Service warrant
the appointment of staff officers or employees in a particular oceupational group
uniformly at a specific step rate above the minimum rate of the applicable class,
he may adjust the basic salary of any stafl officer or employee in the same class
and 900upational group who is receiving less than such established uniform step
rate.”’

Suo. 4. Section 431 of such Act is amended by striking out in the first sentence
of subparagraph (a} the phrase “the termination of time spent on authorized leave,
whichever shall be later,” and inscrting in lieu thercof the phrase ‘“upon termina-~
tion of his service in accordance with the provisions. of paragraph (b) of this
section,” ; and by amending subparagraph (b) of this section to read as follows:

“(b) The official services of a chief of mission shall not be deemed terminated
by the appointment of a successor but shall continue until he has relinquished
charge of the mission and for such additional period as may be determined by
the Secretary, but in no ease shall such additional period execed fifty days, inelud-
ing time spent in transit. During such period the Secretary may require him to
rcndcr} such services as he may deem necessary in the interests of the Govern-
ment.’

‘ 1§EC. 5. Section 441 of such Act and the heading thereto is amended to read as
ollows:

“‘CLASSIFICATION OF POSITIONS IN THE FOREIGN SERVICE AND IN THE DEPARTMENT

“8rc. 441. (a) Under such regulations as he may prescribe, and in order to

facilitate cffective management, the Secrctary shall classify all positions in the

Service at posts abroad, excluding positions to be oceupied by chiefs of mission,

and in the case of those occupied by. Foreign Service officers, reserve officers, and

staff officers and employces, he shall establish such positions in relation to the

classes established by sections 412, 414, and 415, respectively. Positions oceu-

p— pied by local employees and consular agents, respectively, shall be allocated to
such classes as the Seceretary may establish by regulation.
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“(b) Under such regulations as he may prescribe, the Sicretary may, notwith-
standing the provisions of the Classification Act of 1949, as amended (5 U.8.C. M
1701 and the following), classify positions in or under the Department which he T
designates as Foreign Service positions to be occupied by officers and employees e
of the Service, and establish such positions in relation to the classes established by
sections 412, 414, and 415.”
Smc. 6. (a) Section 444(a) of such Act is amended by stricing out “444(a)” and
inserting “444” in lieu thereof which shall read as follows:
“Src. 444. The Secretary shall, in accordance with such egulations as he may
preseribe, establish schedules of salaries for classes of pos tions of local (alien)
employees of the Service: Provided, That such schedules of salaries for local em-
ployees shall be based upon prevailing wage rates and 1elated compensation
‘practices for corresponding types of positions in the locality, as is consistent with
the public interest.” :
(b) Section 444(b) of such Act is hereby repealed.
Sme. 7. A new section 447 is hereby added to such Act, as fllows:

S ADMINISTRATIVE ESTABLISHMENT OF HAZARDOUS PUTY PAY FOR CERTAIN CATE-
GORIES OF OFFICERS AND EMPLOYEES

“Smc. 447. The Secretary may, under such regulations as¢ he may prescribe, .
establish rates of salary differential, not excceding 15 per cemum of basie salary,
for officers or employees of the Service while they are assigned for duty as couriers.”
Sec. 8. Seetion 517 of such Aet is amended by striking the second and third
sentences thercof.
Sec. 9. (a) Section 520 and the heading thereto is amended by striking out in
the heading the phrase “REINSTATEMENT AND RECALL” and substituiing in lieu
thercof the phrase ‘“REAPPOINTMENT, RECALL, OR REEMPLOYMENT’; and by
amending paragraph (b) to read as follows:
“(b) The Secretary may recall any retired Foreign Service ufficer temporarily
to active duty in the Service whenever he shall determinc sush reecall is in the
public interest.”
(b) Section 520 of such Act is further amended by adding zt the end thereof
s new paragraph (c) which shall read as follows: : A I3
“(¢) Notwithstanding the provisions of title 5, United States Code, section 62, -
and title 5, United States Code, section 715a, a Foreign Serviee officer heretofore
or hereafter retired under the provisions of section 631 or 632 or . Foreign Service
staff officer or employee herecafter retived under the provisions of section 803
shall not, by reason of his retired status, be barred from employment in Federal
Government service in any appointive position for which he i3 qualified. An
annuitant so reemployed shall serve at the will of the appointing officer.”
See. 10. Section 522 of such Aet is amended by adding at the end thereof a £
new subparagraph (3) which shall read as follows:
. “(3) extend the appointment or assignment of any Reserve officer, or
continue the services of any such Reserve officer by reappoiitment without
regard to the provisions of section 527 of this Act, for not move than five
additional years if the Secretary deems it to be in the public interest to
continue such officer in the Service, except that the assignment of any
Reserve officer under paragraph (2) above may not be extended under the
provisions of this paragraph without the consent of the head of the agency
concerned.”’
Sme. 11. Section 531 of such Aect is amended to read as follows:
“Sgc, 531, The Seccretary may, under such regulations as he 1nay preseribe,
appoint staff officers and employces on the basis of qualifications a1d experience.
he Secretary may make provisions for temporary, limited, and stch other type
appointments as he may deem nceessary.  He is authorized to establish appro-
priate probationary periods during which newly appointed staff officers or em-
ployees, other than those appointed for temporary or limited services shall be
required to serve. The Secretary may terminate at any time, without regard to
the provisions of section 637, or the provisions of any other law, staff officers or
employees appointed-for temporary or limited service and other staff officers or
employees who occupy probationary status,”
Ec. 12. Section 532 of such Act 1s amended to read as follows:
“Spc. 532. Under such regulations as he may prescribe, the Seretary may
assign a staff officer or employee to any post or he may assign him to serve in any
position in which he is eligible to serve under the terms of this or an;7 other Act. -k,
A staff officer or employee may be transferred from one post to anotier by order }
of the Seeretary as the intrests of the Service may require.” i
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Sec. 18. (a) Paragraphs (a), (b), and (c) of section 571 of such Act are amended
to read as follows: -

, “Smc. 571. (a) Any officer or employee of the Service may, in the discretion of
- the Secretary, be assigned or detailed for duty in any Government ageney, or in
’ any international organization, international commission, or any international
body, such an assignment or combination of assignments to be for a period of
not more than four years, cxcept that under special circumstances the Secretary

may extend this four-year period for not more than four additional years.

(p) If a Foreign Service officer shall be appointed by the President, by and
with the advice and consent of the Senate, or by the President alone to a position
in any Government agency, any United States delegation or mission to any inter-
national organization, international commission, or any international body, the
period of his service in such capacity shall be construed as constituting an assign-
Tnent within the meaning of paragraph (a) of this section and such person shall
not, by virtue of the acceptance of such an assignment, lose his status as a Foreign

. Service officer. Service in such a position shall not, however, be subject to the
limitations concerning the duration of an assignment contained in that paragraph.

“(¢) If the basic minimum salary of the position to which an officer or em-
ployee of the Service is assigned pursuant to the terms of this section is higher
than the salary such officer or employee is entitled to receive as an officer or

R employee of the Service, such officer or employee shall, during the period such
difference in salary exists, receive the salary and allowances of the position in
which he is serving in lieu of his salary and allowances as an officer or employee
of the Service. Any salary paid under the provisions of this section shall be
paid from appropriations made available for the payment of salaries of officers
and employees of the Service and shall be the salary on the basis of which com-
%utations and payments shall be made in accordance with the provisions of title

III. No officer or employce of the Service who, subsequent to the effective
date of this Act, is assigned to, or who, after June 30, 1960, occupies a position
in the Departinent that is designated as a Torcign Service position, shall be

- entitled to receive a salary differential under the provisions of this paragraph.”’

(b) Paragraph (e) of scction 571 of such Act is amended by striking the phrase
“with heads of Government agencies’” where it appears in the second sentence
and by redesignating the paragraph as “dyr.

Sme. 14, Seetion 625 of such Act is amended to read ag follows:

S S’ “Spc. 625. Any Foreign Service officer or any Reserve officer, whose services
: meet, the standards required for the efficient conduct of the work of the Service
and who shall have been in a given class for a continuous period of nine months
or more, shall, on the first day of each fiseal year, receive an inerease in salary to
the next higher rate for the class in which he is serving. Without regard to any
other law, the Sceretary is authorized to grant to any such officer additional
increases in salary, within the salary range established for the class in which he
is serving, based upon especially meritorious service.”

Smc. 15. The heading “Part D—SEPARATIQN OF ForeiaN SErvIcE OFFICERS

From THE Service” under title VI of such Aect is amended to read as follows:

«Pprr D—SEPARATION OF OFPICERS AND EMPLOYEES FrOM THE SERVICE’.

Src. 16. Section 631 of such Act is amended to read as follows:

“Spe. 631. Any Foreign Service officer who is a career ambassador or a career
minister, other than one occupying 2 position as chief of mission or any other
position to which he has been appointed by the President, by and with the advice
and consent of the Senate, shall upon reaching the age of sixty-five, be retired

- from the Service and receive retirement benefits in accordance with the provisions
of section 821, but whenever the Secretary shall determine it to be in the publie
intereaﬂ;, he may extend such an officer’s service for a period not to exceed five

ears.
v Sge. 17. Section 632 of such Act is amended to read as follows:

“Spe. 632. Any Foreign Service officer, other than one occupying a position as
chief of mission or any other position to which he has been appointed by the
President, by and with the advice and consent of the Senate, who is not & career
ambassador or a career minister shall, upon reaching the age of sixty, be retired
from the Serviee and receive retirement benefits in accordance with the provisions
of section 821 but whenever the Secretary shall determine it to be in the public
intere§t, he may extend such an officer’s service for a period not to exceed five
years,” .
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Spe. 18. (a) Paragraphs (a), (b), (e), and (d) of section 637 of such Act and 2
the heading thereto are amended to read as follows:

“SEPARATION FOR CAUSE

“Skc. 637. (a) The Secretary may, under such regulations as he may prescribe,
separate from the Service any Foreign Service officer, Reserve officer, or staff
officer or employee, on account of the unsatisfactory perfcrmance of his duties,
or for such other cause as will promote the cfficiency of the Service, and for reasons
given in writing, but no such officer or employee shall be so separated until he
shall have been granted a hearing by the Board of the Foreign Service and the
unsatisfactory performance of his duties, or other eause for separation, shall have
been established at such hearing, or else he shall have waived in writing his right
to a hearing. The provisions of this section shall not apply to Ioreign Service
officers of class 8 or any other officer or employee of the Service who is in a proba-
tionary status or whose appointment is limited or temporary. .
h“(t_)) Any participant in the Foreign Service Retirement : nd Disability system
who is:
“(1) over forty-five years of age, separated from the Service for unsatis-
factory performance of duty shall bo retired upon an annuity computed in
aceordance with the provisions of section 821 but no’ in excess of 25 per
centum of his per annum salary at the time of his separation;
“(2) under forty-five years of age, separated from thz Service for unsatis-
factory performance of duty shall at the time of separation receive a payment
equal to one year’s salary or the refund, as provided in section 841(a), of the
contributions made by him to the Foreign Service Retir:ment and Disability
Fund, whichever shall be greater.
“‘(¢) Auny participant in the Foreign Service retirement snd disability system
separated under the provisions of paragraph (a) of this sect; on, for reasons other
than unsatisfactory performance of duty, may, in the discre;ion of the Secretary
and on the basis of criteria established in advance by him, be granted the benefits
of paragraph (b) of this secetion depending upon his age. Unless the Secretary
determines at the time of separation of a participant uncer the provisions of
paragraph (a) of this section that he shall be granted the benufits of paragraph (b) .
of this section his contributions to the Foreign Service Retircment and Disability A £
Fund shall be returned to him in accordance with the provisions of section 841(a). '
“(d) Any officer or employce of the Service who ig not a partieipant in the
Foreign Service retirement and disability system shall be entitled only to such
benefits as shall accrue to him under the retivement system in which he is a
participant.”
-(b) Section 637 of such Act is further amended by adding at the end thereof a
new paragraph (e) which shall read as follows: e
“(e) Any payments made in aceordance with the provisicns of paragraph (b) )
or (c) of this seetion shall be made out of the Foreign Service Retirement and
-Disability Fund.”
SEc. 19. Seetion 638 of such Act and the heading thereto are amended to read
as follows:

““TERMINATION OF APPOINTMENT OF FOREIGN SERVICE RESERVE OFFICERS AND STAFPF
OFFICERS AND EMPLOYLES UNDER LIMITED APPO] NTMENT

“Smc. 638. Notwithstanding the provisions of this or any cther law, the Secre-
tary may, under such regulations as he may preseribe, terminate the services of -
any Rescrve officer or staff officer or employee serving under limited appointment
at any time.” .
SEc. 20. Section 641 of such Aect is amended to read as follyws:
“Sgc. 641. All promotions of staff officers and employees tc a higher class shall
be made at the same or at a higher salary on the basis of performance and merit in
accordance with such regulations as the Seerctary may prescribe.”
SEc. 21. Section 642 of such Act is amended to read as follows: -
“Sec. 642. (a) Under such regulations as the Secretary ‘may preseribe, any
staff officer or employce whose services meet the standards required for the
eflicient conduct of the work of the Service shall receive an increase in salary at
periodic intervals to the next higher salary rate for the class in which he is serving.
Without regard to any other law the Secretary is authorizec. to grant any such
officer or employee additional increases in salary within the salary range estab-
lished for the class in which he is serving, based upon especially meriforious service. A
“(b) Under such regulations as the Secretary may prescrise, any staff officer
or employee who has achieved the maximum salary rate presc:ibed by section 415
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fer the elass in which he is serving may be granted an additional in-class salary

increment from time to time in recognition of longevity and proficiency in the

. Service. Fach such salary increment shall be equal to the maximum step rate

- increment of the applicable class and no person shall receive more than four such
salary increments while serving in the same class.”

Smc. 22. Section 701 of such Act is amended by adding at the end thereof a new
sentence which shall read as follows: ‘“The Secretary may also provide appropriate
orientation and language training to dependents of officers and employees of the
Government if such officers and employecs are assigned to foreign relations
activities.” )

Src. 28. Section 704 of such Act is amended by adding at the end thereof a new
paragraph (e) which shall read as follows:

“(g) The Secretary may, under such reglations as he may preseribe, in the
absence of suitably qualificd United States citizens, employ persons who are not
citizens of the Uniled States by appointment to the staff of the Institute either on
a full- or part-time basis or by contract for serviees in the United States or abroad
at rates net in cxcess of those provided by the Classification Act of 1949, as
amended (5 U.8.C. 1071).”

Sec. 24, (a) Section 803 (b)(2) of such Act is amended to read as follows:

“(2) have paid into the Fund a special contribution for cach year of such

. * service in aceordance with the provisions of paragraph (b) of section 852.”

-(b). Section 803 is further amended by adding at the end thereof a new para-
eraph (¢) which shall read as follows:

“(e)(1) In accordance with such regulations as the President may preseribe,
any Foreign Service staff officer or employee appointed by the Secrctary of State

who has completed at least ten years of continnous service in the Department’s
Foreign Service, exclusive of military service, shall become & participant in the
Foreign Bervice retirement and disability system and shall make a special contribu-~
tion to the Foreign Service Retirement and Disability Fund in accordance with
the provisions of section 852.

“(2) Any such officer or employee who, under the provisions of paragraph
{c) (1) of this section, becomes a participant in the Foreign Service retircment and
disability system, shall be mandatorily retired for age during the first year after
the effective date of this section if he atlains age sixty-four or if he is over age
sixty-four; during the second year at age sixth-three; during the third ycar at age

f— sixty-two; during the fourth year at age sixty-one, and thereafter at age sixty.”

SEc. 25. Section 804 of such Act is amended to read as follows: .

“8Bmc. 804. (a) Annuitants shall be persons who are receiving annuities from
the Fund on the effective date of this Act and all f[‘Jersons, including widows,

widowers, dependent widowers, children, and beneficiaries of participants or
annuitants who shall become entitled to receive annuitics in accordance with the
provisions of this Act, as amended, or in accordance with the provisions of section
5 of the Act of May 1, 1956 (70 Stat. 125).

“(b) When used in this title the term—

(1) ‘Widow’ means the surviving wifc of a participant who was married to
guch participant for at least two years immediately preceding his death or is the
mother of igsue by such marriage.

. #(2) ‘Widower’ means the surviving husband of a participant who was married
10 such participant for at least two years immediately preceding her death or is
the father of issue by such marriage.

“(8) ‘Dependent widower’ means the surviving husband of a participant who
was married to sueh participant for at least two years immediately preceding her
death or is the father of issue by such marriage, and who is incapable of self-
support by reason of mental or physical disability, and who recceived more than
one-half of his support from such participant.

“(4) ‘Child’ means an unmarried child, including (a) an adopted child, and
(b) a stepchild or recognized natural child who received more than one-half of
his, support from the participant, under the age of eightcen years, or such un-
married child regardless of age who because of physical or mental disability
incurred before age eightecn is incapable of self-support.”

Sme. 26. Section 811 of such Act is amended by striking out the word “Five”
and inserting the words “Six and one-half’’. o :

Sec. 27. (a) Paragraphs (a), (b), and (c) of section 821 of such Aet are amended
to read as follows: - : .

_“Bmo. 821, (a) The annuity. of a participant shall be cqual to 2 per eentum of
his average basic salary for the highest five comsecutive years of service, for

- which full contributions have been made to the Fund, multg)lied by the number
of years, not exceeding thirty-five, of serviee credit obtained in accordance with
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the provisions of sections 851, 852, and 853. lowever, the highest five years of

service for which full contributions have been made to the Fund shall be used

in computing the annuity of any Foreign Service officer who serves as chief of -~
mission and whose continuity of service as such is interrupted prior to retirement. )
by appointment or assignment to any other position determined by the Secretary

to be of comparable importanee. In determining the aggregate period of service

upon which the annuity is to be based, the fractional part of a month, if any,

shall not be counted.

“{b) At the time of retirement, any participant may, except as otherwise:
provided by seetion 834(a), elect to receive a reduced annuity and to provide
for an annuity payable to his widow or her widower, commencing on the date
following such participant’s death and_terminating upon the death of such sur-
viving widow or widower. The annuity payasle to the surviving widow or
widower after such participant’s death shall be {0 per centum of the amount of
the participant’s annuity, up to the full amount of his annuity, specified by him
as the base for the survivor benefits computed as. preseribed in paragraph (8) of
this section. The annuity of the partieipant making such election shall be
reduced by 2! per centum of any amount up to $2,400 he specifies as the base
for the survivor benefit plus 10 per centum of any amount over $2,400 up to the
full amount of the participant’s aunuity so specificd.

“(e)(1) If an annuitant who made the election provided for in paragraph (b) B
of this section dies and is survived by a widow or widower and by a child or
children, therc shall be paid to or on behalf of sach child, in addition to the
annuity payable to the surviving widow or widower under such election, an
annuity equal to the smallest of: (i) 40 per centum of the annuitant’s average
salary divided by the number of children; (ii) $600; or (ili) $1,800 divided between
the number of children.

“(2) If an annuitant who did not make the election provided for in paragraph
{b) dies and is survived by a widow ot widower ard by a child or children, or if
such annuitant is not survived by a widow or widower but by a child or children,
each surviving child shall be paid an annuity equal to the smallest of: (i) 50 per
centum of the annuitant’s average salary divided by the number of children;
(i) $720; or (iii) $2,160 divided between the number of children.”

(b) Bection 821 of such Aect is further amended by adding new paragraphs (d),
(), and (f) which shall read as follows: A

“(d) If a surviving widow or widower whao ig reeeiving an annuity in-accordance
with the provisions of paragraph (b) of this section lies or the annuity of a child
is terminated, the annuity of any other child or children shall be recomputed and
paid as though such wife, husband, or child has not survived the participant.

“(e) The annuity payable to a child under paragraphs (e) or (2) of this seetion
shall begin on the first day of the next month after the participant dies and such
annuity or any right thereto shall be terminated upon death, marriage, or attain-
ment of the age of eighteen years, except that, if a chi d is incapable of self-support
by reasons of mental or physical disabiiity, the annuity shall be terminated only
when such child dies, marries, or recovers from such disability.

“(f) A participant who is not entitled to designate a beneficiary in accordance
with the provisions of paragraph (b) of this section may at the time of retirement
elect to receive a reduced annuity for himself and to vrovide for an annuity pay- -
able after his or her death to a beneficiary whose nam3 shall be notified in writing
to the Secretary. The participant may elect that steh beneficiary shall receive
annuity payments either equal to 50 per centum of tte participant’s full annuity
or to such lesser base sum as the participant shall designate. The annuity payable
to a participa,nt making such election shall be reduced by 10 per centum of an
annuity computed as provided in subgection (a) of this seétion and by 5 per
centum of an annuity so computed for each full five years the person designated
is younger than the retiring participant, but such total reduction shall not exceed
40 per centum. Upon the death of the surviving beneficiary all payments shall
cease and no further annuity payments shall be due or payable. No such election
of a reduced annuity payable to a beneficiary shall be valid until the participant
shall have satisfactorily passed a physical examination as preseribed by the
Secretary.” ) '

Sec. 28. (a) Paragraphs (a), (b), and (c) of section 821 of such Act are amended
to read as follows:

“Src. 831. (a) Any participant who has five years of service credit toward
retirement under the system, exeluding military or naval service that is eredited
in accordance with provisions of sections 851 or 852'a)(2), and who bocomes q
totally disabled or incapacitated for useful and efficient service by reason of dis-
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ease, illness, or injury not due to vicious habits, intemperanee, or willful mis-
conduect on his part, shall, upon his own application or upon order of the Secre-
tary, be retired on an annuity computed as preseribed in section 821. If the
disabled or incapacitated participant has less than twenty years of service credit
toward his retirement under the system at the time he is retired, his annuity
ghall be computed on the assumption that he had had twenty years of service,
but. the additional service credit that may accrue to a participant under this
provision shall in no case_exceed the difference between his age at the time of
%etirement and the mandatory retirement age applicable to his class in the
ervice.

¢(b) In each case such disability shall be determined by the Secretary upon
the bosis of the advice of one or more duly qualified physicians or surgeons,
designated by the Secretary to conduct examinations. Unless the disability is
permanent, like examinations shall be made annually until the annuitant has
reached the statutory mandatory retirement age for his class in the Service.
Tf the Secretary determines, on the basis of the advice of one or more duly qualified
physicians or. surgeons conducting such examinations that an annuitant has
recovered to the extent that he can return to active duty, the annuitant shall be
given the opportunity to be reinstated or reappointed in the Service. The
Secretary may reinstate any such recovered disability annuitant in the class in
N which he was serving at time of retirement. The Secretary may, taking into
consideration the age, qualifications, and expericnce of such officer and the rank
of his contemporaries in the Serviee, recommend that the President, by and with
the advice and consent of the Senate, appoint him to a elass higher than the one
in which he was serving priot to retirement. Payment of the annuity shall con-
%inue until a date six months after the date of the examination showing recovery
or until the date of reinstatement to active duty in the Service, whichever is
earlicr. Fees for examinations under this provision, together with reasonable
traveling and other expenses incurred in order to submit to examination, shall be
paid out of the Fund. ~ If the annuitant fails to submit to examination as required
under this section, payment of the annuity shall be suspended until continuance

of the disability is satisfactorily established.

“(c) If a recovered disability annuitant whose annuity is discontinued is for
any reason not reinstated to active duty, or reappointed to a higher class in the .

~ Service, he shall be considered to have been separated within the meaning of

N’ section 834 as of the date he was retired for disability and he sball, after the dis-

. continuance of the disability annuity, be entitled to the benefits of that section
or of soction 841(a) exeept that he may elect voluntary retirement in accordance
with the provisions of section 636 if he can qualify under its provisions.”

(b) Section 831 of such Act is further amended by adding new paragraphs
{d), (&), and (f) which shall read as follows:

“(d) No participant shall be entitled to receive an annuity undér this Act
and eompensation for injury or disability to himself under the Federal Employees’
Compensation Act of September 7, 1916, as amended, covering the same perio
of time. This provision shall not bar the right of any claimant to the greater
benefit conferred by cither Act for any part of the same period of time. Neither
this provision nor any provision of the Aet of September 7, 1916, as amended,
shall be so construed as to deny the right of any person to receive an annuity under
this Aet by reason of his own scrvices and to receive concurrently any payment
under such Act of September 7, 1916, as amended, by reason of the death of some
other persons.

“(¢) Notwithstanding any provision of law to the contrary, the right of any
participant entitled to an annuity under this Act shall not be affected because
such participant has received an award of compensation in a lump sum under
section 14 of the Act of September 7, 1916, as amended, except that where such
annuity is payable on account of the same disability for which compensation under
such section has been paid, so much of such compensation as has been paid for
any period extended beyond the date such annuity becomes effective, as_deter-
mined by the Secretary of Labor, shall be refunded to the Department of Labor,
10 be paid into the Federal Employees’ Compensation Fund. Before such person
shall receive such annuity he shall (1) refund to the Department of Labor the
amount representing such computed payments for such extended period, or (2)
authorize the deduction of sueh amount from the annuity payable to him under
this Act, which amount shall be transmitled to such Department for reimburse-
ment to such Fund. Deductions from such annuity may be made from accrued

. and aceruing payments, or may be prorated against and paid from aceruing pay-
N ments in such manner as the Secretary of Labor shall determine, whenever he finds
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that the financial circumstances of the annuitant are such as to warrant such
deferred refunding.”

Skc. 29, Section 832 of such Act is amended to read as follows: %

“SEc. 832, (a) In case a participant shall die and no + alid claim for annuity is
payable under the provisions of this Act, his contributiois to the Fund, with in-
terest, shall be paid in accordance with the provisions of sections 841(a) and 881.

“(b) If a participant who has at least five years of service eredit toward retire.
ment under the system, excluding military or naval se-viee that is credited in
accordance with the provisions of section 851 or 852(a) (2), dies before separation
or retirement from the Service and is survived by a widow or a dependent widower,
who qualified for an annuity under the provisions of paragraph (b) of section 821,
such widow or dependent widower shall be entitled to an annuity equal to 50 per’
centum of the annuity computed in accordance with the provisions of paragraph
(e) of this section and paragraph (a) of section 821. Thao annuity of such widow
or dependent widower shall commence on the date following death of the partic -
pant and shall terminate upon death of the widow or dependent widower, or
upon the dependent widower’s becoming capable of self-support.

“(e) If a participant who has at least five years of service credit toward retire-
ment under the system, excluding military or naval serviee that is credited in
accordance with the provisions of section 851 or 852(a) (2), dies before separation
or retirement from the Service and is survived by a widow >ra dependent widower,
who qualifies for an annuity under the provisions of paragraph (b) of section 821,
and a child or children, each surviving child shall be enti:led to an annuity com-
puted in accordance with the provisions of paragraph (c) 1) of section 821. The
child’s annuity shall begin and be terminated in accordance with the provisions
of paragraph (e) of section 821. Upon the death of the surviving widow or
dependent widower or termination of the annuity of a ckild, the annuity of any
other child or children shall be recomputed and paid as though sueh widow or
dependent widower or child had not survived the partiei pant.

“(d) If a participant who has at least five years of service eredit toward retire-
ment under the system, excluding military or naval service that is eredited in
accordance with the provisions of section 851 or 852(a) (2), dies before separa-
tion or retirement from the Service and is not survived by a widow or widower,
but by a child or children, each surviving child shall be entitled to an annuity
computed in accordance with the provisions of paragraph (c)(2) of section 821. &

“(e) If, at the time of his or her death, the deceased perticipant had less than
twenty years of serviee credit toward retirement under the system, the annuities
payable in accordance with paragraph (b) of this section shall be computed in
accordance with the provisions of section 821 on the assum ption he or she had had
twenty years of service, but the additional service credi{ that may aceruc to a
deccased partieipant under this provision shall in no case exceed the difference
between his- or her age on the date of death and the ma; wdatory retirement age
applicable to his or her class in the Service. In all cages a1 ising under paragraphs
(b), (e), (d), or (e) of this section, it shall be assumed that t 1e deceased participant
was qualified for retirement on the date of his death.”

8Ec. 30. A new section 834 is hereby added to such Ac; as follows:

“DISCONTINUED SERVICE RETIREMENT

“SEc. 834. (a) Any participant who voluntarily sepa-ates from the Service
after obtaining at least five years of service credit toward retirement under the
system, excluding military or naval service that is erediied in accordance with
the provisions of sections 851 or 852(a) (2), may, upon sepa ration from the Service
or at any time prior to becoming eligible for an annuity, e ect to have his contri-
butions to the Fund returned to him in aceordance with tlie provisions of section
841, or to leave his contributions in the Fund and receive an annuity, computed
as preseribed in section 821, commencing at the age of sixty years. The pro-
visions of paragraph (f) of section 821 shall not be applicakle to such participants.
“(b) If a participant who has qualified in accordance with the provisions of -
paragraph (a) of this section to reccive a deferred annuity commencing at the age
of sixty dies before reaching the age of sixty his contribut ons to the Fund, with
interest, shall be paid in accordance with the provisions oi' sections 841 and 881.
Sec. 31. Section 841 of such Act is amended to read as rollows:
[‘SEc. 841, (a) Whencver a participant becomes separated from the Service
without becoming eligible for an annuity or a deferred annuity in accordance with
the provisions of this Act the total amount of contributions from his salary with PN
interest thereon at 4 per eentum per annum, compounded annually at the end of R
each fiseal year through June 30, 1958; semiannually as of December 31, 1958;
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annually thereafter as of December 31, and proportionately for the period served
during the year of separation including all contributions made during or for such
+ ; period, exeept as provided in section 881, shall be returned to him.
A “(b) In the event that the total contributions of a retired participant, other

than voluntary contributions made in aecordance with the provisions of section
881, with interest at 4 per centum per annum compounded annually as is pro-
vided in paragraph (a) of this section added thereto, exceed the total amount
returned to such participant or to an annuitant claiming through him, in the form
of annuities, accumulated at the same rate of interest up to the date the annuity
payments coase under the terms of the annuity, the excess of the accumulated
contributions over the accumulated annuity payments shall be paid in the follow-
ing order of precedence upon the establishment of a valid claim therefor, and
such payment shall be a ban to recovery by any other person:

“(1) To the beneficiary or beneficiaries designated by the retired participant
in writing to the Secretary;

«(9) If there be no such beneficiary, to the widow or widower of such
participant;

“(3) If none of the above, to the child or children of such participant and
descendants of deceased children by representation;

“(4) If none of the above, to the parents of such participant or the survivor of

- th

em;
“(5) If none of the above, to the duly appointed executor or administrator of
the estate of such participant;

“(6) If none of the above, to other next of kin of such participant as may be
determined by the Secretary in his judgment to be legally entitled thereto.

“(¢) No payment shall be made pursuant to paragraph (b)(6) of this section
until after the expiration of thirty days from the death of the retired participant
or his surviving annuitant.”

Skc. 32. Section 851 of such Act is amended to read as follows:

“Sgpc, 851. For the purposes of this title, the period of service of a participant
shall be computed from the effcctive date of appointment as & Foreign Service
officer, or, if appointed prior to July 1, 1924, as an officer or employee of the
Diplomatie or Consular Scrvice of the United Statcs, or who becomes a participant
under the provisions of this Act, as amended, but all periods of separation from

. the Service and so much of any leaves of absence without pay as may exceed

b six months in the aggregate in any calendar year shall be excluded, except leaves
of absenee while receiving benefits under the Federal Employees’ Compensation
Act of September 7, 1916, as amended, and leaves of absences granted participants
while performing active and honorable military or naval service in the Army,
Navy, Air Force, Marine Corps, or Coast Guard of the United States.”

SEc. 33. (a) Paragraphs (a), (b), and (c) of section 852 of such Act are amended
to read as follows:

“(a) A participant may, subject to the provisions of this section, include in his
period of service—

(1) service performed as a civilian officer or employee of the Government,
including the municipal government of the Distriet of Columbia, prior to
becoming a participant; and ’

«(2) active and honorable military or naval service in the Army, Navy,
Marine Corps, Air Force, or Coast Guard of the United States.

“(b) A person may obtain prior civilian service credit in acecordance with the
provisions of paragraph (a)(1) of this section by making a special contribution
to the Fund equal to 5 per centum of his basie annual salary for each year of
service for which credit is sought subsequent to July 1, 1924, and prior to the
effective date of this Act, and at 6)% per centum thereafter with interest com-
pounded annually at 4 per centum per annum to the date of payment. Any
guch participant may, under such conditions as may be determined in each instance

the Secretary, pay such special contributions in installments.

“(¢)(1) If an officer or employec under some other Government retirement
system, becomes & participant in the Foreign Service retirement and disability
system by direct transfer, such officer or employee’s total contributions and
deposits, including interest accrued thereon, exeept voluntary contributions, shall
be transferred to the Foreign Service Retirement and Disability Fund effective
as of the date sueh officer or employee becomes a participant in the system.
Each such officer or employee shall be deemed to consent to the transfer of such
funds and such transfer shall be a complete discharge and acquittance of all

. _ elaims and demands against the other Government retirement fund on account
L— of serviee rendered prior to becoming a participant in the Foreign Service retire~
ment and disability system. -
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ERVICE ACT AMENDMENTS

“(2) No officer or employee, whose contributions are transfarred to the Foreign
Service Retirement and Disability Fund in accordance with the provisions of M
paragraph (c) (1) of this section, shall be required to make centributions in addi- ’
tion to those transferred, for periods of serviee for which ful: contributions were
made to the other Government retirement fund, nor shall any refund be made
to any such officer or employee on account of contributions made during any
period to the other Government retirement fund, at a higher rate than that fixed
by section 811 of this Act for contributions to the Foreign Se1vice retirement and
disability system.

“(3) No officer or employee, whose contributions are transf.arred to the Foreign
Service Retirement and Disability Fund in aceordance wita the provisions of
paragraph (e)(1) of this section, shall receive credit for perisds of prior service
for which a refund of contributions has been made, or for which no contributions
were made to the other Government retiroment fund. A paiticipant may, how-
ever, obtain credit for sueh prior service by making a special contribution to the
Foreign Service Retirement and Disability Fund in accordance with the provisions
of paragraph (b) of thig section.” :

(b) Section 852 of such Act is further amended by adding at the end thereof
new paragraphs (d) and (e) which shall read as follows:

“(d) N%) participant may obtain prior civilian service eredi; toward rétirement
under the I'oreign Scrvice retirement and disability systerc for any period of
civilian service on the basis of which he is receiving or will in the future be entitled
to receive any annuity under another retirement system covering civilian per-
sonnel of the Government.

“(e) A participant may obtain prior military or naval service credit in accord-
ance with the provisions of paragraph (a)(2) of this section by applying for it
to the Secretary prior to retirement or separation from the Service, but in the
case of a participant who is eligible for and receives retired pay on account of
military or naval service, the period of service upon which such rctired pay is
based shall not be included except that in the case of a participant who is eligible
for and receives retired pay on account of a service-connected disability ineurred
in combat with an enemy of the United States or resulting fiom an explosion of
an instrument of war and incurred in line of duty during an eniistment or employ-
ment as provided in Veterans Regulation Numbered 1(a), part I, paragraph 1, M,
or is awarded under title III of Public Law 810, Eightieth Congress, the period
of such military or naval service shall be included. No contributions to the
Fund shall be required in connection with military or naval serviee credited to
a participant in accordance with the provisions of paragraph (a’ (2) of this section.”

SEc. 34, The heading “ParT H—OFFICERS REINSTATED IN THE SERVICE
under title VIII of such Act is amended to read as follows: “ParT H—ANNTUI-
TANTS RECALLED OR REINSTATED IN THE SERVICE OR REEMPLOYED IN THE
GOVERNMENT,

SEc. 35. Section 871 of such Act is amended and a heading is added thereto
as follows:

‘“RECALL

“Sec. 871. Any annuitant recalled to active duty in the Se:vice in accordance .
with the provisions of paragraph (b) of section 520 or paragraph (b) of section
831 shall, while so serving, be entitled in lieu of his retirement allowanece to the
full pay of the class in which he is serving. During such service, he shall make
contributions to the Fund in accordance with the provisicns of section 811.
The amount of his annuity when he reverts to the retired list shall be recomputed R
in accordance with the provisions of section 821."”

Sec. 36. A new section 872 is hereby added to such Aet as ‘ollows:

“REEMPLOYMENT

“Sec. 872. (a) Notwithstanding any other provision of law, any officer or
employee of the Service, who has retired under this Aect, a3 amended, and is
receiving an annuity pursuant thereto, and who is reemplo:ved in the Federal
Government service in any appointive position either on a part-time or full-time
basis, shall be entitled to receive the salary of the position in which he is serving
plus so much of his annuity payable under this Act, as amended, which when
combined with such salary does not exceed during any calendar year the highest
basgic salary such officer or employee was entitled to receive under sections 412
or 415 of the Act, as amended, on the date of his retiremen; from the Service, -,/
Any such reemployed officer or employee who receives salary ¢uring any calendar
year in excess of the maximum amount which he may be entitled to receive
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under this subparagraph shall be entitled to such salary in lieu of benefits here-
under.

“(b) When any such retired officer or emgloyee of the Service is reemployed,

\— the employer shall notify the Department of State of such reemployment together
with all pertinent information relating thereto and shall cause to be paid, by
transfer or otherwise, to the Department of State funds necessary to cover gross
salary, employer contributions, and gross lump sum leave payment relating to
the employment of the reemployed officer or employee. The Department of
State shall make to and on behalf of the reemployed officer or employee payments

. to which he is entitled under the provisions of paragraph (a) of this section,
and shall male those withholding and deductions authorized and required by law.

“(¢) In the event of any overpayment under this section the Secretary of
State is authorized to withhold the amount of such overpayment from the salary
payable to such reemployed officer or employec or from his annuity.”

" Sgmc. 37. (a) Paragraph (a) of section 881 of such Act is amended to read as
follows:

“Sme. 881. (a) Any participant may, at his option and under such regulations
as may be prescribed by the President, deposit additional sums in multiples of
1 per centum of his basic salary, but not in excess of 10 per centum of such salary,
which amounts together with interest at 3 per centum per annum, compounded

. annually at the end of each fiscal year through June 30, 1958; semiannually as

' of December 31, 1958; annually thereafter as of December 31, and proportionately
for the period served during the year of his retirement, including all contributions
made during or for such period, shall, at the date of his retirement and at his
election, be—"

(b) Paragraph (e) of section 881 of such Act is amended by deleting the word
“annually’ and inserting in lieu thereof the phrase “as is provided in paragraph
(a) of this section”.

SEc. 38. (a) Scetion 1021 of such Act is amended by inserting the phrase
“the Department including” immediately prior to the phrase “the Service”
wheraver it appears in this section,

(b) Scetion 1021(a) is furtber amended by striking out the phrase “if recom-
mended by the Director General’” and inserting in lieu thereof the phrase “at
the discretion of the Secretary’’.

Sue. 39. Section 11 of Public Law 885, Eighty-fourth Congress (70 Stat. 890)

) - is hereby amended by inserting after the phrase “Government-owned vehicles’
the phrase “or taxicabs” and by inserting after the phrase ‘‘public transportation
facilities” the phrase “other than taxieabs’.

“g@pe. 40, Paragraph (4) of section 104(a) of the Internal Revenue Code of 1954
(26 U.8.C. 104(3.% (4?) (relating to the exclusion from gross income of compensation
for injuries and sickness) is hereby amended to read as follows:

“(4) amounts received as a pension, annuity, or gimilar allowance for
personal injuries or sickness reswting from active service in the armed forces
of any country or in the Coast and Geodetic Survey or the Public Health
Service, or as & disability annuity payable under the provisions of section 831
og ’ok;e”Foreign Service Act of 1946, ag amended (22 U.8.C. 1081; 60 Stat.
1021).

. Suc. 41. Foreign Service staff officers and employees receiving basic compensa-
tion immediately prior to the effective date of this Act at one of the scheduled rates
provided by section 415 of such Act, as amended, shall be transferred to the new
classes established by section 415 of such Act, as amended, and shall receive
basic compensation on and after the effective date of thig Act, as follows:

Present class and step rate of sec. 415 of the Corresponding new class and step rate of sec.
Forelgn Service Act of 1946, as amended (1968) 415 of the Forelgn Service Act of 1946, as | Amount
amended, by this act - of adjuste
- ments -
Class Step Rate Class Step Rate
D ST I SR 5| $13,160 | F88-1 ool 6| $13,310 $150
4 12, 830 5 12, 980 150
3 12, 480 4 12, 650 170
2 12,120 3 12, 320 200
1 11,770 2 11, 980 220
P88 2 e cccmcmmmcarmammae e b 12,120 | FO8-1emeemecemcceeee- 3 12, 320 200
4 11, 770 2 , 990 220
-’ It R | i %
11 10,920 5 ) 000 EhY

Approved For Release 1999/08/27 : CIA-RDP78-03721A000400020007-7



Approvgd For Releass:1999AR27,:C14:RRR7A:03721A000400020007-7

Present class and step rate of sec. 415 of the

Corresponding new class ard step rate of ssc;

Foreign Service Act of 1946, as amended (1958) 415 of the Forelgn Service Act of 1946, as | Amount
. amended, by this act of adjust-
ments
Class Step| Rate Class Step| Rate
B 1 E 51 811,166 | PS8~ o 6| $11,275 $110
4 10, 886 5 1, 000 116
3 10, 600 4 10, 726 126
2 10, 320 3 10, 450 130
1 10, 030 2 10,175 146
FB84 i iaas 5 10,230 | FSS-2 e 3 10 450 220
4 9,045 2 10,175 230
3 9,065 | FOB-Bcanaecceccnccneean. 7 9, 790 125
2 9, 380 (] 9, 515 135
1 9, 095 ] 9, 240 145
BT S 6 , 600 | F88-8. o e meees . 7 9,790 160
5 9,315 8 9, 515 200
4 9, 030 [:] 9,240 210
3 8,815 4 8, 965 150
2 8,610 3 8, 690 80
1 8, 385 2 8,415 20
FBB-6. e 6 8,755 | FBS-8 . e 4 8,965 210
& 8, 540 3 8, 690 150
4 8,325 | PSS e 7 8,350 25
3 8,120 8 8,125 ]
2 7,805 6 8,125 220
1 7,680 b 7,900 210
BB e eeccmeam———s 6 8,080 { FS8~4 oo, 6 8§, 126 7%
5 , 5 , 900 60
4 7,630 4 7,675 45
4 7,416 3 7,450 35
2 7,200 2 7.226 25
1 8,990 1 7 10
FBB-B. e accmmcacmamas 6 7,350 | FBB~Bouenauncsnancccccmamnns 7 7,850 |ecmmemanas
5 7,140 (] 7,150 10
4 6, 0256 b 6, 950 26
3 6, 710 4 6,750 40
2 6, 405 3 6, 550 56
1 6, 285 2 6, 350 65
LIS ES 6 6,860 | FO8-Bouenn o ccccccmccnenen 4 6, 750 100
] 6,435 | FOBB-oeeo i 7 6, 500 66
4 6, 220 6 6, 300 80
3 6, 0056 5 6, 100 95
2 5,796 4 5, 900 106
1 5, 586 3 , 700 115
FBS~10e e 7 6,176 | FOB-0. e ccmmmcamam—ane 6 6, 300 125
6 5, 970 b 6,100 130
5 5,755 4 » 900 145
4 5,540 | P87 e 7 5, 550 10
3 5,400 6 6,400 {ocammuo-
2 &, 260 6 5, 400 140
1 5,116 5 §, 260 136
FB8-11 e 7 5,800 | PBE-T o ececaacamcmiaan 7 5, 650 50
6 5,355 6 5, 400 45
& b, 2156 b b, 250 35
4 5,070 4 5, 100 30
3 4, 930 3 4, 950 20
2 4,780 2 4, 800 10
1 4, 650 1 4,650 |-cmamcaaon
FB8-12 e 7 5,026 | FOB-8 e ocmcamemmemnn 7 b, 100 78
6 4, 890 6 4, 950 60
b 4,745 b 4, 800 55
4 , 606 4 4, 650 45
3 4,460 3 4, 500 40
2 4, 320 2 4,350 30
. 1 4,180 1 4, 200 20
FRE-13 . e 7 4,680 | FS8-9. e 7 4,650 70
6 4,440 6 4, 500 60
5 4,205 b 4,350 55
4 4,155 4 4, 200 45
3 4,010 3 4, 050 40
2 3, 870 2 3, 800 30
1 3,730 1 3,750 20
F88-14. i eeaee 7 4,155 | FBS-9 e 4 4, 200 45
6 4,010 | FOS-10 e eaee 7 4,100 90
5 3,870 5 3, 900 30
4 3,730 4 3, 800 70
3 3,585 2 3, 600 18
2 3,446 1 3, 500 56
1 , 300 1 3, 500
<1 ¥ S, All step rates | FO8-10 . oaccomom o ooeeeen 1 3, 500 ]
amli below
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Sme. 42. The annuity of each former participant under the Foreign Service

retiroment and disability system, who retired prior to July 28, 1956 and who at
. the time of his retirement had creditable service in excess of thirty years, shall be
4 recomputed. on the basis of actual years of creditable service not in excess of thirty-
five years. Scrvice which was not creditable under the Foreign Service retire-
ment and disability system on the date a former participant retires, shall not be
included as creditable service for the purposc of this recomputation. The annu-
ities payable to such persons shall, when recomputcd, be paid at the rates so
determined, but no such recom utation or any other action taken pursuant to
this section shall operate to reduce the rate of the annuity any such person is

entitled to receive under the Forcign Service retirement and disability system.

Smc. 43. (a) The provisions of this Act shall become effective as of the first day
of the first pay period which begins one month after the passage of this Act, except
as provided in paragraphs (b), (e), and (d) of this section.

(b) The provisions of paragraphs (c)(1) and (e)(2) of section 803 of the Foreign

. Service Act of 1946, as amended by soction 24 (b) of this Act, shall become effective
on the first day of the first month which begins one year after the cffective date
of this Act, except that any Forcign Service staff officer or employee, who ai the
time this ‘Act becomes effective moets the requirements for participation in the
Foreign Service retirement and disability system, may elect to become a partici-

- pant in the system before the mandatory provisions become effective. Such
Toreign Service staff officers and cmployces shall become participants effective
on the first day of the second month following the date of their application for
earlier participation.

(¢) The amendment made by section 40 of this Act shall be effective with
respeet to taxable years cnding after the date of cnactment of this Act.

(@) The provisions of section 42 of this Act shall take cffeet on the first day of
the first month which begins more than thirty days after the date of enactment
‘of this Act. )

Sge. 44. Notwithstanding the provisions of this Act, existing rules, regulations
of or applicable to the Foreign Sorviee of the United States shall remain in effect
until revoked or reseinded or until modified or superseded by regulations made in
accordance with the provisions of this Act, unless elearly inconsistent with the
provisions of this Aet.

o Sze. 45, The following headings and sections in the Foreign Serviee Act of 1946,
N’ © as amended, are hereby repealed:

(1), Section 442 of such Act and the heading thercto.

(2) Section 525 of such Act and the headihg thereto.

(3 Séetion 576 of such Act and the heading thereto.

P 4) I‘Sections 651 and 652 of such Act and the headings thereto, including
Part F. - ‘ . :

: DEPARTMENT OF STATE,
Co o ) " | Washington, D.C.; December 81, 1958. .

Hon. Ricuarp M. NIxON, ' R

President of the Senate. e "

DmarR Mg, Vice PrestoENT: Inits continuing efforts to improve and strengthen
the administration of the Foreign Service, the Department is gubmitting a pro-
posed bill “To amend the Foreign Service Act of 1946, as amended, and for other
purposes” (tab I) for consideration by the U.S. Senate.

The amendments proposed in this bill are urgently needed to improve and
strengthen the administration of the Foreign Service. They would accomplish
the following:

1. Provide an improved 10-class salary structure for the Foreign Service staff
corps {imd authorize the Secretary to fix salary rates for U.S. citizens employed
abroad.

"2, Provide authority for appointment of Foreign Service staff personnel at
in-class salary step rates and authorize the fixing of appointment salary rates for
ghort-supply categories of personnel.

3. Clarify provisions governing ihe termination of the services of chiefs of mis-
sion.

4. Provide greater flexibility in the classification of Forcign Service positions.

5. Provide authority to pay a hazardous duty salary differential to diplomatic
couriers.

. 6. Clarify and improve provisions governing Iateral entry into the Foreign
j - Service.
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7. Improve provisions relating to reinstatemen: and recall of Foreign Service
officers and remove existing restrictions on the reen iployment by any Government
agency of retired participants in the Foreign Service retirement and disability M
system.

y8. Provide authority for the continuation on the rolls of certain Foreign Service
Reserve officers notwithstanding the usual limitat on on duration of assignment.

9. Clarify and simplify provisions governing appointment, assignment, transfer,
and promoticn of Foreign Service staff personnel.  Establish a system of longevity
for staff personnel.

10. Clarify and simplify provisions governing the assignment of Foreign Service
personnel to Government agencies. :

11. Liberalize provisions relating to extension of services of Foreign Service
officers beyond mandatory retirement age.

12. Provide a uniform basis for effecting separation for cause.

13. Provide specific authority for the termination of officers and employees
serving under limited appointment.

14. Improve provisions governing the establish nent of, the conduct of, and
the use of the facilities of the Foreign Service Instiute.

15. Provide for general improvement in the Foreign Service retirement and
disability system, including such specific improvements as:

h(lté) Liberalization of survivorship benefits and coverage of surviving

children;

(b) Provision for the participation of certain Foreign Service staff personnel
in the system;

(¢} Clarification of provisions for reinstatement of recovered disability
annuitants;

{(d) Clarifieation of provisions relating to desith in service;

(e) Clarification of provisions governing pricr service credit;

(f) Provision for the automatic transfer of sontributions from one retire~
ment fund to another; and

(9) An increasc in rate of employee contributions from 5 to 6} percent,

16. Improve provisions governing the acceptance of gifts. .

17. Clarify provisions relating to the use of Government-owned vehicles at
posts abroad.

18, Exempt disability annuities from jncome tax ‘iability, Y
Throughout the proposed draft bill there are perfecting and clarifying technical
changes that relate to the proposals listed above,

An explanation of each of the proposed amenciments is enelosed (tab 1),
together with an estimate of the cost involved in implementing the proposed
legislation (tab IIT). .

Enaetment of this proposed legislation will provide important improvements
in the personnel system for the conduct of foreign affairs. The Department
recommends the pagsage of this bill to accomplish she purposes set forth above
and ftrusts that it may receive favorable consideraion by the Congress.

The Department has been informed by the Bureau of the Budget that there
is no objection to the submission of this draft legislation.

Bincerely yours,

“

CHRISTIAN A. HERTER, Acting Secretary.

-~
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Exrranarion or ProrosEp AMENDMENTS 10 THE FOREIGN SERVICE

Act or 1956,

A8 AMENDED

TITLE IV. CATEGORIES AND SALARIES OF PERSONNEL

FOREIGN SBERVICE STAFF OFFICERS AND  EMPLOYEES

Ezisting legislation

SEc. 415. There shall be [twenty-
two] classes of Foreign Service staff
officers and employces, referred to here-
after as staff officers and employees.
The per annum [rates of salary] of
stafl’ officers and employees within each
class shall be as follows: :

[Class 1, $11,770, $12,120, $12,480,
$12 830, $13,160

[Class 2, $10,920, $11,205, $11,485,
$11,770, $12,120

[Class 3, $10,030, $10,320, $10,600,
$10 885 $11 165

[Class 4, $9,095, 89,380, $9,665,
$9,945, $10,230

[Class 5, $8,395, $8,610, $8,815,
$9,030, -$9,315, $9,600

[Class 6, $7,690, $7,905, 88,120,
$8,325, $8,540, $8,755

[Class 7, $6,990, §$7,200, $7,415,
$7,630, $7,840, $8,050

Class 8, $6,285, $6,495, $6,710,
$6,925, $7,140, $7,350

I[Class 9, $5,685, 85,795, $6,005,
-$6,220, $6,435, $6,650

[Class 10, $5,115, $5,260, $5,400,
$5,b40, $5,755, $5,970, $6,175

[Class 11, $4,650, 34,790, $4,930,
$5,070, $5,215, $5,355, $5,500

[Class-12, $4,180, $4,320, $4,460,
$4,605, $4,745, $4,800, $5,025

[Class 13, $3,730, $3,870, $4,010,
$4,155, $4,295, 34,440, $4,580

[Class 14, $3,300, $3,445, $3,5685,
$3,730, $3,870, $4,010, $4,155

Class 15, $3,090, $3,165, $3,230,
$3,300, $3,445, $3,585, $3,730

[Class 16, $2,875, $2,950, $3,020,
$3,090, $3,165, $3,230, $3,300

[Class 17, $2,660, $2,735, $2,805,
$2,875, $2,950, $3,020, $3,090

[Class 18, $2,455, $2,520, $2,590,
$2,660, $2,735, $2,805, $2,875

[Class 19, $2,240, $2,310, $2,380,
$2,455, $2,520, $2,590, $2,660

[Class 20, $2,025, $2,095, $2,165,
$2,240, $2,310, $2,880, $2,455

[Class 21, $1,810, $1,880, $1,955,
$2,025, $2,005, $2,165, $2,240

[Class 22, $1,600, $1,670, $1,745,
$1,810, $1,880, $1,955,$2,025]

No existing legislation.

43120—59——4

Proposed legislation

S8Ec. 415. (a) There shall be ten
classes of Foreign Service staff officer
and employees, referred to hereafter,as
stafl officers and employees. The per
annum salories of staff officers and
employees within each class shall be as
follows:

Class 1—$11,660, 811,990, $12,320,
$12,6560, $12,980, $13,810, $13,640

Class 2—8$9,900, $10.176, $10,450,
810,725, $11,000, 311,276, $11,650

Class 8—88,140, 88,415, $8,690,
88,965, 89,240, $9,515, $9,790

lass  4—§7,000, $7,225, §7,450,
$7,675, 87,900, 88,126, $8,350

Class  6—86,160, $6,350, 86,560,
$6,760, $6,950, 37,160, $7,860

Class  6—§5,300, 86,600, $5,700;
86,900, $6,100, $6,300, $6,600

Class  7—84,660, 4,800,
85,160, 85,260, $56,400, 85,660
Class  8—84,200, 84,850,
$4,660, 84,800, $4,950, §5,100
Class 9—83,760, $3,900,
84,200, 84,360, $4,600, 84,650
lass  10—§3,600,  $3,600,
$3,800, $3,900, $4,000, 84,100

84,950,
84,600,
84,060,
$3,700,

(b) Notwithstanding the provisions of
paragraph (a) of this section, the Secre--
tary may, under: such regulations as he
may prescribe, fix the salary or compensa-
tion at lesser rates of salary than those
prescribed by this section for the applicable
class of officers or employees who are
employed locally abroad and who are not
available or are not qualified for transfer
to another post or posts.
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The principal purpose of this proposal is to improve the Foreign Service Staff
Corps salary schedule. The structure of the Foreign Service officer salary schedule A
was modified in 1956 to provide basic improvements in accordance with the needs i
of the Service. At that time, the personnel :ntegration program was underway
and it was not possible to clearly determine the future needs of the Foreign Service
Staff Corps. Since that time, a careful study has been made and perhaps the
most important need for improvement in the administrative machinery affecting
the Foreign Service staff corps is in connection with a revision of the present
22 class salary schedule. One of the purposes of the proposed revision is to
eliminate-the unnecessary and unused classes in the present schedule. Classes 15
through 22 have not been used for some time, Inasmuch as alien ermployees are
used extensively for the performance of routine duties at Foreign Service posts,
there are few cases where U.S. citizeh employees are required for the level of
duties represented by class 14, there being only two Foreign Service resident
employees in this class at the present time. Consequently, a 10-class schedule
is proposed which provides a reasonable numter of levels in relation to the duties .
and responsibilities which are carried out by {5taff Corps personnel.

This proposed schedule is specifically designed to provide a more adequate
promotion ladder for these employees, includiig equitable and appropriate salary
adjustment when promotions to the next higher class are awarded. As a conse-
quence, a staff employee will usually receive inore than, and in any case not less -
than, the equivalent of a within-class step increase at the time of a class promotion.
This proposed 10-class schedule has several other features: .

(a) The rates of the top three Foreigi Service stail classes are the same
as the rates contained in classes 3, 4, :tnd 5, tespectively, of the Foreign
Service officer schedule. This provides squitable salary treatment for per-
sonnel serving at these officer levels ard will facilitate the conversion of
Staff Corps personnel at these levels who may qualify in the future for lateral
entry into the Foreign Service Officer Co 'ps.

"~ () It consolidates overlapping classes, eliminates overlapping at- the top
levels, and improves the step-rate increment plan.

(¢) It provides reasonable rates at the entrance level of new class FSS-10
(present class FS8-14), which will make this lowest class usuable for some
recruitment purposes in the future. . .

(d) Consolidation and rcadjustment <f class and step-rate relationships,
coupled with the necessity of keeping adj istment costs to a minimum, results
in 6 of the present classes being split forr conversion purposes, but the con-
version to the 10-class schedule results n all staff corps employees, except
those in present classes FSS—1 and 2, being adjusted to higher class number
_designations than they now hold under the present schedule. For example,
employees presently at FSS-8 will be converted to new FS35-5 and employees
at present 'SS-5 will be converted to nex F3S-3. o

As a consequence of the integration prograia and the resulting expansion of the
Foreign Service officer category, the staff category will become increasingly a
specialist-technical-clerical corps. Its importance to the effective functioning
of the Foreign Service, nevertheless, is not o be underestimated. Reasonably
rewarding earcer opportunities must be proviled to attract and retain competent
personnel. For some years to come the De sartment must continue to retrain,
make effective use of, and provide reasonable incentives for those staff officers
who, because of age or other equally valid reasions, are unable to qualify for lateral
appointment as Foreign Service officers.  This group of experienced and dedicated
officers will decrease gradually as a result of rormal attrition and it can be antieci-
pated that a correspondingly lesser proportion of the staff category will be required
in future years in the upper salary bracket: of the proposed staff corps salary
gchedule. = On the other hand, it becomes in;reasingly important that an appro-
priate career plan be provided for the necessary staff officers and employees who
serve as highly skilled specialists and techn cians essential to the operations of
the Service to encourage them to continue in the Foreign Service on a career basis.

New paragraph (b) of section 415 would authorize the Secretary, by adminis-
trative action, to prescribe lesser rates of sal:ry than those stipulated in the FSS
statutory salary sehedule in the ease of U.S. :itizen cmployees who are employed
locally in foreign areas for service at a particular post and who are not available
or who are not qualified for transfer to other osts of duty.

Trom time to time it is in the Department’ s interest to employ in lieu of a local
(alien) employee for a local employee positicn an Ameriean citizen at a Foreign
Service post who has resided in the locality for many years, who may be married -~
to an alien and frequently possesses dual citizenship, or who is otherwise not
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qualiﬁed for a regular staff corps appointment. The purpose of this provision,
therefore, is to enable the Secretary to equate more nearly the salaries paid to
such staff personnel to rates prevailing in the locality.

FOREIGN SERVICE ACT AMENDMENTS

SALARIES AT WHICH FOREIGN SERVICE STAFF OFFICERS AND EMPLOYEES MAY
BE APPOINTED

Eaxzsting legislation

Smc. 416. [A person appointed as a
staff officer or employee shall receive
salary at the minimum rate provided for
the class to which appointed except as
otherwise provided in accordance with
the provisions of part It of this title.§

[ADMINIS’I‘RATIVE ESTABLISHMENT OF
NEW GROUPS OF POSITIONS FOR FOR-
EIGN SERVICE STAFF OFFICERS AND
EMPLOYEES

[SEc. 442. The Secretary may, when-
ever he deems such action to be in the
interests of good administration and
warranted by the nature of the duties
and responsibilities of any group of
positions oceupied or to be occupied b
staff officers and employees in compari-

Proposed legislation

Smc. 416. (a) 4 person appointed as a
staff officer or employee shall receive basie
salary at one of the rates of the class to
which ke s appointed which the Secretury
shall, taking tnio account his qualifica-
tions and experience and the needs of the
Service, determine to be appropriate for
him to receive.

(b) Whenever the Secretary determines
that the needs of the Service warrant the
appointment of staff officers or employees
n o particular occupational group uni-
formly at a specific step rate above the
minimum rate of the applicable class, he
may adjust the basic salary of any staff
‘officer or employee in the same class and
occupational. group who is receiving less

Y than such established uniform step rate.

gon with other positions in the same
class, established by regulation for any
such group of positions a minimum
salary computed at any one of the rates
of salary above the minimum for a
given class but not in excess of the mid-
dle rate provided for that class in see-
tion 415. Such groups of positions
shall, for the purposes of this Act, be
known as subclasses.}

Under the existing provisions of section 416, staff officers and employees must
be appointed at the minimum salary of the class to which appointment is made
(except when subclasses are established by regulations). Many staff personnel
enter the Foreign Service by transfer from another Government agency, having
already achieved within-grade salary increases in Government service in recogni-
tion of continued satisfactory service. The Department has found it necessary to
appoint such a person at the minimum salary rate of the applicable elass and then
adjust his salary pursuant to.the Sceretary’s authority under section 642 to grant
in-elass promotions to staff officers and employees. It is considered desirable, if
not necessary, to provide a direct grant of legislative authority for this purpose.

Aside from the desirability of appointing staff personnel who transfer to the
Service from. other Government agefcies at an appropriate within-class salary
rate, the proposced new subsection 416(a). would enable the Secrctary to take into
account the qualifieations and experience of prospective candidates from other
recruitment sources in fixing an appropriate entering salary. Thus, a highly
experienced secretary who has worked in private employment could be offered .a
higher starting salary than an inexperienced business school graduate, neither of
whom has had previous Government experience.

The proposed new subsection (b) would enable the Secrctary to-take into
account the needs of the Service in fixing appointment salaries. Thus, in an
exceedingly tight labor market, the Secrctary could preseribe a within-class
salary rate as the minimum rate for a particular type of skill that was in short
supply and which required special training, such as sccurity engineers (electronies
engineers). In the event the Secretary should make such a determination,
however, sericus morale problems would arise were no adjustments made in the
salaries of omployces in the same eclass and occupational group whose salaries
are less than the rate prescribed for new appointees. New subparagraph (b),
therefore, would also authorize the Secretary to make an adjustment of this type
under such circumstances. - As this new provision would supersede the provisions
of gection 442, that section should be repealed.
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It may be noted that authority already exists to appointment Foreign Service
officers (sec. 413) and Foreign Service reserve officors (sec. 414) above the minimum

rate of the class to which appointment is made

Henee, the proposed revision

would bring the staff category into line with these related provisions of the act.

Parr D—TIME oF

REcEIVING SALARY

CHIEFS OF MISSIOM

Euzisting legislation

Sec. 431, (a) Under such regulations
a8 the Secretary may preseribe, a chief
of mission may be entitled to receive
salary from the effective date of his
appointment to the date marking his
return to his place of residence at the
conclusion of the period of his official
service as chief of mission or [the termi-
nation of time spent on authorized
leave, whichever shall be later,} but
no chief of mission snall be entitled to
receive salary while absent from his
post whenever the Secretary shall find
that such absence was without author-
ization or justification. If a chief of
mission in one position is appointed as
chief of mission in another position, hg
shall be entitled to receive the salary
pertaining to the new position commenc-
ing on the effective date of the new
appointment.

(b) The official services of a chief of
mission shall not be deemed terminated
by the appointment of a successor but
shall continue until he has relinquished
charge of the mission and [has rendered
such additional services to the Depart-
ment as the] Secretary [may require
him to render in the interests. of the
Government for a period not in excess
of thirty] days, [execlusive of] time
spent in transit.

Proposed legislation

Sec. 431. (a) Under such regulations
as the Sceretary may prescribe, a chief
of missicn may be entitled to receive
salary from the effective date of his
appointn:ent to the date marking his
return t¢ his place of residence at the
conclusion of the period of his official
service s chief of mission or wpon
terminaticn of his service in accordance
with the rovisions of paragraph (b) of
this sectios, but no chief of mission shall
be entitled to receive salary while absent
from his post whenever the Secretary
shall find shat such absence was without
authorization or justification. If a chief
of mission in one position is appointed
as chief o mission in another position,
he shall be entitled to receive the salary
pertaining to the new position commenc-
ing on th2 effective date of the new
appointment,

b) The official services of a chief of
mission shsll not be deemed terminated
by the aprointment of a successor but
shall continue until he has relinquished
charge of tae mission and for such addi-
tional periol as may be determined by the
Secretary, tut in no case shall such addi-
tional period exceed fifty days, including
time spent in transit. During such-pe-
riod the Secretary may require him fto
render such wervices as he may deem neces-
sary in the inlereste of the Governmend.

Section 431 has been revised to clarify the provisio 1 governing the termination

of the services of chiefs of mission.

In its present form, this section has been
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subject to a number of different interpretations and has been difficult to administer
equitably. As revised the section clearly establishes the fact that a chief of

- mission’s serviecés shall-be terminated upon the date he returns to his place of
residence or in no case later than 50 days after relinjuishing his duties as chief
of mission including time spent in transit. The per od of time that a chief of
mission may remain on the rolls after relinquishing his duties, up to but not
exceeding 50 days, is to be determined by the Secretary. During this period he .
may be required to render such services as the Secretary may deem necessary in
the interests of the Government,

Approved For Release 1999/08/27 : CIA-RDP78-03721A000400020007-7




FOREIGN SERVICE

Approved For Release 1999/08/27 : CIA-RDP78-03721A000400020007-7

ACT AMENDMENTS 49

Panr E—CrassiFicaTion

CLASSIFICATION OF POSITIONS IN THE FOREIGN SERVICE AND IN THE DEPARTMENT

Egisting legislation

Sec. 441. [Under such regulations
as he may prescribe, the Sceretary shall
classify all positions in the Secrvice,
including those positions at foreign
posts which may be held by carcer
ministers, and shall allocate all positions
occupied or to be occupied by staff
officers or employees to clagses and sub-
classes established by scetions 415 and
442, respectively, and by alien employ-~
ces and consular agents to such classes
as may be established by regulation.}

Proposed legislation

Src. 441. (a) Under such regulaiions
as he may prescribe, and in order fo
Sacilitate effective management, the Secre-
tary shall classify all positions in the
Service at posts abroad, excluding positions
2o be occupied by chiefs of mission, and in
the case of those occupied by Foreign
Service officers, Reserve officers, and sta{
officers and employees, he shall establis
such positions in relation fo the clusses
established by sections 412, 414, and 415,
‘respectively.  Positions occupied by local

employees and consular ogenls, respec-
tively, shall be allocated to such classes as
the Secretary may establish by regulation.

(b) Under such regulations as he may
prescribe, the Secretary may, notwith-
standing the provisions of the Classifica-
tion Act of 1949, as amended (5 U.S.C.
1071, et. seq.), classify positions in or
under the Department which he designates
as Foreign Service positions to be occupied
by officers and employces of the Service,
and establish such positions in relalion
to the classes established by sections 412,
414, and 415. .

Section 441-of the act relating to the classification of positions has been modi-
fied in several respects. In a worldwide service it is essential that, with relatively
few exceptions, American citizen personnel, ineluding IS8 personnel, be assigned
according to the needs of the Service, with due regard to the current availability
of personnel, health problems, and many other considerations. It is desirable to
provide a uniform basis for classifying positions regardless of the category of
American personnel used in staffing positions. The present language of section
441 draws a distinetion in this respect between the FSO-FSR categories on the
one hand and the I'SS eategory on the other, which has not proved to be meaning-
ful in practice.

The second basic.change is to authorize the Seeretary to classify positions in
the Department in accordance with Foreign Service classification standards, title
and class designation, without regard to the Classification Act of 1949, as amended,
in those instances where he determines such positions are of sueh & character ag
to justify their designation as Foreign Service positions. Some 1500 positions
in the Department have been designated as Foreign Service positions under the
Secretary’s integration program. When a position is- filled by a person other
than an officer or employee of the Foreign Service, it would coniinue to be classi-
fied in accordance with the provisions of the Classification Act of 1949, as amended,
and the classification of the position under the provisions of this section would be
inoperative until such position was filled by a Foreign Service officer ar employee.
Based on experience it might be later determined that some of these positions
should no longer be designated as Foreign Service positions. It is also likely
that certain additional positions, including a number of new positions, may be
designated as Foreign Service positions.
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FOREIGN SERVICE ACT AMENDMENTS

CLASSIFICATION OF POSITIONS OF ALIEN CLEIKS AND EMPLOYEES

Existing legislation

SEec. 444, [(a) Upon the basis of the
classification provided for in section 441,
the Secretary shall, with the advice of
the Board of the Foreign Service, from
time to time prepare schedules of salaries
for classes of positions of alien clerks and
employees of the Service, which classes
shall be established by regulation, and
shall allocate all such positions to the
appropriate classes.

(b) All alien employees in an area of

DProposed legislation

Swc. 444, The Secretary shall, in ac~

cordance with such regulatzons as he may
prescribe, ¢stablish schedules of salaries
Jor classes of pasitions of local (alien)
employees of the Service; provided that
such schediles of salaries for local em-~
ployees shall be based upon prevailing
wage rate; and related compensation
practices for corresponding types of posi-
tions in thz locality, as is consistent with.
the public interest.

comparatively uniform wage scales and
standards of living, occupying positions
of equal responsibility, shall receive
equal pay except as there may be in-
creases provided for length of service in
accordance with uniform procedures.}

Section 444 is amended to clarify and simplify p-ovisions for the establishment
of schedules of salaries for classes of positions for local (alien) employees of the
Service. The existing provisions have not proved feasible in the administration
of the local (alien) personnel program. Wage and salary schedules must be based
upon local prevailing wage rates and prevailing ray practices for corresponding
types of positions in the locality. They are subjeut to frequent changes owing to
fluctuating economic and labor market conditions. Further, the Department’s
responsibility for the administration of local perscnnel programs of certain other
United States Government agencies operating i1 foreign areas requires inter-
agency coordinative action which obviates the necessity for or the praeticability
of Board of the Foreign Service clearance on such matters.

ADMINISTRATIVE ESTABLISHMENT OF HAZARDOUS DUTY PAY FOR CERTAIN CATEGORIES:
OF OFFICERS AND EMPLOYEES

Eaxisting legislation Proposed legislation

SEec. 447. The Secretary may, under
such regulations as he may prescribe,
establisiy rates of salary differential, not
exceeding 16 per centum of basic salary,
for officers or employees of the Service
while hey are assigned for duty as
courier:,

New section 447 of the Foreign Service Act 'vould authorize the Secretary to
grant employees, while assigned to perform duties of a courier, a salary differential
not to exceed 15 per centum of the employee’s basic salary.

The principle of hazardous duty pay is recogrized both in military and eivilian

ay systems. Couriers perform not only an ariduous.task, but a dangerous one.

hey must travel constantly regardless of flighi conditions, by means of a great
variety of transportation facilities, many of which do not maintain the same level
of safety requirements gencrally found in United States commercial air lines,
Couriers are on duty a minimum of 170 hours ¢ month and are in the air most of
the time. This should be compared with the policy of our commereial air lines
which limits flight time for flying personnel t« & maximum of cighty-five hours
during any one month, with an average somevhat below that figure. Members
of the Department’s courier service have sustiined serious injury in the line of
duty and over the past few years scveral have given their lives in the serviee of
their country.

A number have been injured severely in flisht accidents and at least one was
injured as a result of a revolution in one of the countries through which he was
traveling. The proposed maximum differential of 15 percent of basic salary is
regarded as an appropriate amount after due consideration of the hazards and
hardship factors that are inherent in courier duty. It is the Department’s plan
to pay the differential to couriers whose assignments involve significant hardship
conditions or hazards. Criteria for determiniag the amount of differential, up to
15 percent of basic salary, applicable to the various eourier agsignments, will be
developed by the Department.

No existing legislation.
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TITLE V. APPOINTMENTS AND ASSIGNMENTS

Parr B—ForEIGN SERVICE OFFICERS

hd ADMISSION TO CLASSES 1 TO %, INCLUSIVE
Euxisting legislation Proposed legislation-

Segc. 517. A person who has not Sec. 517. A person who has not
served in class 8 shall not be eligible served in class 8 shall not be eligible
for appointment as -a Foreign Service for appointment as a Foreign Service
officer of classes 1 to 7, inclusive, unless officer of classes 1 to 7, inclusive, unless
he .has passed -comprehensive mental he has passed comprehensive mental
and physical examinations prescribed and physical examinations prescribed
by the Board of Examiners for the by the Board of Examiners for the
Foreign Service to determine his fitness Foreign Service to determine his fitness

. and aptitude for the work of the Serv- and aptitude for the work of the Serv-
ice; demonstrated ‘his loyalty to the ice; demonstrated his loyalty to the
Government of the United States and Government of the United States and
his attachment to the principles of the his attachment to the principles of the
Constitution; and rendered at least Constitutiori; and rendered at least

. four years of actual service prior to four years of actual service prior to
appointment in & position of responsi- appointment in a position of responsi-
bility in the service of a Government bility in the service of a Government
agency, or agencies, except that, if he agency, or agencies, except that, if he
hags reached the age of thirty-one years, has reached the age of thirty-one years,
the requirements as to service may be the requirement as to service may be
reduced  to three years. [After the reduced to three years. The Secretary
date of enactment of the Foreign Serv- shall furnish the President with the
ice Act amendments of 1955 and until names of those persons who shall have
otherwise provided by Act of Congress, passed such examinations and are eli-
not more than one thousand two bun- gible for appointment as Foreign Serv-
dred and fifty persons who have not ice officers of classes 1 to 7, inclusive.
served in class 8 may be appointed to The Secretary shall, taking into con-
classes 1 to 7, inclusive; of such per- sideration the age, qualifications, and
sons, not more than one hundred and experience of each candidate for ap-

A seventy-five may be appointed who pointment, recommend the class to
were not employed on March 1, 1955, which he shall be appointed in accord-
in the Department, including its For- ance with the provisions of this section.
eign Service Reserve and Foreign Serv-
ice Staff personnel, and who have not
also served in a position of responsi-
bility in the Department, or the Serv-
ice, or both, for the required period
prior to appointment as a Toreign

- Bervice officer. Notwithstanding the
above provisions of this section, the
limitations on the maximum number

> of appointments authorized herein shall
not be applicable in the case of any
person appointed or assigned by the
Secretary of State as a Foreign Service
Reserve officer and who thereafter has

- served in a position of responsibility in
such capacity for the required period
prior to appointment as a Foreign
Service officer.] The Secretary shall
furnish the President with the names
of those persons who shall have passed
such examinations and are eligible for
appointment as Foreign Service officers
of classes 1 to 7, inclusive. The Secre-
tary shall, taking into consideration the
age, qualifications, and experience of
each candidate for appointment, recom-
mend the clags to which he shall be
appointed in accordance with the pro-

-’ visions of this section.
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FOREIGN SERVICE ACT AMENDMENTS

The proposed change in section 517 eliminates the temporary provision incor-
porated in Public Law 22 84th Congress and further amended by Public Law
828, 84th Congress which establishes, presumably for ~he duration of the lateral
entry program, a limitation on the number of persons who can be integrated into
the Foreign Service under the provisions of this seetion. The integration program.
has now been completed and a permanent provision for the lateral entry of officers
to classes 1 to 7, inclusive, should be restored. Any future use of this lateral
entry provision to meet the needs of the Service would be seriously handicapped
by the fact that only officers who had been on the rolls of the Department as of
March 1, 1955, or who have served 3 years after appcintment by the Secretary
of State to the Foreign Scrvice Reserve Corps, would bz eligible for appointment.
It is hoped, the good judgment and commonsense of these responsible for advising
the Secretary on continuing lateral entry policies can be relied upon to carry out
such policies on a sound basis.

Existing legislation Praposed legislation

[REINSTATEMENT AND RECALL] OF
FOREIGN SERVICE OFFICERS

Sec. 520.

REAPPOINTMENT, RECALL, OR REEMPLOY~-
MENT OF FOREIGN SERVICE OFFICERS

Sec. 520. -

(b) [Whenever the Secretary shall
determine an emergency to exist, the]
Secretary may recall any retired Foreign
Service officer temporarily to active

(b) The Seccretary may recall any
retired Foreign Service officer tempo-
rarily to active duty in the Service when-
ever he shall determine such recall is in

the public inte-est.

(¢) Notwithstanding the provisions of
6§ US.C.62ard6 U.S.C. 716a, a Foreign
Service officer }eretofore or hereafier retired
under the provisions of section 631 or 632
or a Foreign Service staff officer or em-
ployee hercaféer retired under the provi-
sions of sectior. 808 shall not, by reason of
his retired status, be barred from employ-
ment in Federal Government service in any oo
appointive position for which he 1is quali-
fied. An annuitent so reemployed shall
serve. at the will of the appointing officer.

Section 520(b) has been changed to liberalize the ecnditions under which the
Secretary may recall a retired Foreign Service officer for- assignment to temporary
duty. It is frequently of benefit to the Department to make such assignments to
special study groups, seleetion boards, the Foreign Service Institute, or to work
on specific problems in which the retired officer has expert knowledge, yet it cannot
be ordinarily maintained that an emergency exists. The proposed change would
make such assignments possible without having to precict that they are required
by emecrgency conditions. Normally, the tour of dut7 of an officer recalled to
active service under the provisions of this subsection would be of a limited nature. s
The salary paid the officer recalled would be set at the cliscretion of the Sceretary.
Tt would normally be that of the class in which the officer was serving at the time
of his retirement. ’

New section 520{¢) provides that a participant in the Foreign Service retire-
ment and disability system retired mandatorily for age shall not be barred from
reemployment in any Government agency. New section 872 provides that an
officer will rcceive the salary of the position in whieh h2 is reemployed, plus such
part of his annuity as when added to his salary will equal the basic salary he was
receiving at time of retirement. Most Foreign Servics officers are mandatorily
retired at age 60. Some of these possess the experienc:, ability, and vigor which
would make them useful to other agenecies of the Government. This proposed
provision would make it possible for these officers to he recmployed when their
services are needed.

[service].
No Existing Legislation.

i ]

-~
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APPOINTMENTS AND ASSIGNMENTS TO THE RESERVE
Existing legislation Proposed legislation

p Sra. 522,
No Existing Legislation,

Stc. 522.

(8) extend~the appointment or assign-
ment or any Reserve officers, or continue
the services of any such Reserve officer by
reappointment without regard to the pro-
vistons of section 627 of this Act, for not
more than five additional years if the
Secretary - deems 4t to be in the public
interest 1o continue such officer in lhe
Service, except that the assignment of any
Reserve officer under paragraph (2) above
may not be extended under the provisions of
. this_paragraph without the consent of the
head of the agency concerned,.

The proposed new subscction (3) of section 522 is needed by the Department

to provide for the continuation on the rolls of eertain Foreign Service Reserve

R officers whose positions together with certain functions have been transferred
from ICA to the regular operations of the Department of State. Many of these

officers appointed under the speeial authority available to ICA, with no limitation

on the term of their service as Foreign Service Reserve officers, have now served

in excess of 5 years yet they must be continued in their same capacities for several
more years because of the program responsibilities which have been transferred
to the Department. This proposed amendment will give the Secretary authority
to extend the appointments of such officers as well as certain other Reserve
officers whose services are determined to be essential. Where extensions are
made under this provision and the officer’s initial appointment was subject to the
provisions of subsection (2) of this section, cxtension service under the new pro-
vision will be made only with the consent of the head of the agency concerned..
This provision will also enable the Secretary of State in his discretion to extend
the tour of duty of a Reserve officer for an additional period not in excess of 5
years if such officer is performing work of a character particularly valuable to an

o' © agency of the Government other than the Department of State and if the head of
that ageney should request such an extension, )
Part D—ToreteN SERVICE STAFF OFFICERS AND EMPLOYEES
APPOINTMENTS
Existing legislation Proposed legislation

Bec.. 531. [The Secretary shall ap- Sec. 531. The Secretary may, under
point-staff officers and employees under such regulations as he may prescribe,
such regulations as he may preseribe appoint staff officers and employees on
and, as soon as practicable, in accord- the basis of qualifications and experience.
: ance with the provisions of sections 441, The Secrelary may make provisions for
442, and 443, temporary, limited, and such other type
appointments as he may deem necessary.
He is authorized to establish appropriale
probationary periods during which newly
. appointed staff officers or employees, other
than those appointed for temporary or
limited service shall be required to serve.
The Secretary may terminate at any time,
without regard lo the provisions of section
637, or the provisions of any other law,
staff officers or employees appointed for
lemporary or limited service and other
staff officers or employees who occupy

probationary siatus, .

h g
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Revised.section 531 is designed to emphasize the principle that staff officers
and employees shall be appointed on the basis of qua ifications, experience and

merit.

The reference in the present language to sections 441, 442, and 443 has

been eliminated. It is proposed that section 442 be repualed since it is superseded
by the proposed amendment to section 416. Reference to sections 441 and 443
is unnecessary, and, in fact, is misleading in the sense that the reference could be
interpreted to require appointment to a particular position rather than to a class.

The other purposc of the revised scetion is o make :t clear that in preseribing
regulations concerning the appointment of staff personuel the Seeretary may pro-
vide for appropriate types of appointments in terms of tenure, i.e., temporary,
limited, and permanent type appointments and, in adlition, to make clear that
the Secretary may establish a probationary period of appropriate length and sepa-
rate a newly appointed staff officer or employee who Jails to meet probationary
requirements without regard to the normal separation for cause procedures estab-
lished by the proposed new section 637. In view of the importance of the particu-
lar personnel policies based on this scetion the langusge of the section is being

clarified and madec more specific.

ASSIGNMENTS AND TRANSFERE

Txisting legislation

Src. 532. [The Secretary may, in
accordance with uniform procedures
established in such regulations as he
may prescribe, assign a stafl officer
or employee to a position at any post
and transfer such a person from a posi-
tion in one class to a vacant position
within the same eclass, and from one
post to another. Upon demonstration
of ability to assume duties of greater
responsibility, such person may, as
provided in section 641, be promoted to
8 vacant position in a higher class at
the same or at a higher rate of salary
and he may be transferred from one
post to another in connection with such
promotion.]

Prcposed legislation

Spe. 532, Jnder such regulations as
he may prescribe, the Secretary may assign
a stoff cfficer or employee to any post or
he may asstgr, him to Serve in any posi-
tion in which he is eligible to serve under
the terms of 'his or amy other Act. A
staff officer or zmployee may be transferred
from one post to another by order of the
Secretary as the inlerests of the Service
may require.

The revision of section 532 has been made for the purpose of simplifying the
language of the section to correspond more closely to the comparable provisions
for Foreign Service officers and to reflect more clearly the intent of the revised

section 441 relating to the classification of positions.

The language of section

532 relating to promotion has been deleted, inasmuch as section 641 covers the
promotion of staff officers and employces to a higher class.

ParT H—ASSIGNMENT OF FOREIGN SERVICE PERSONNEL

ASSIGNMENTS TO ANY
Exzisting legislation

Sme. 571. (a) Any officer or employee
of the Service may, in the diseretion of
the Secretary, be assigned or detailed
for duty in any Government agency,
such an assignment or combination of
assignments to be for a period of not
more than four years, exeept that under
special circumstances the Sceretary
may extend this four-year period for
not more than four additional years.

L[(b) A TForeign Service officer may
be appointed as Director General, not-

COVERNMENT AGENCY
Proposed legislation

Swc. 571. a) Any officer or employee
of the Service may, in the discretion
of the Secretary, be assigned or detailed,
for duty in any Government agency,
or in any international organizaiion,
international commission, or any inier-
national body, such an assignment or
combination of assignments to be for a
period of nat more than four years,
except that inder special circumstances
the Secretary may extend this four-
year period for not more than four
additional ycars. ‘
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FOREIGN SERVICE ACT AMENDMENTS 55

Existing legislation

withstanding the provisions of the last

sentence of paragraph (a) of this sec-
tion, but any such officer may not
‘serve longer than four years in such
position or positions and upon the
completion of such service may not
again be assigned to a position in the
Department until the expiration of a
period of time equal to his tour of duty
.as Director General or until the expira-
tion of two years, whichever is shorter.§

L(c)F If a Foreign Service officer
shall be appointed by the President,
by and with the advice and consent of
the Senate, to a position in [the De-
partment, } the period of his service in
such capacity shall be construed as
constituting an assignment [for duty
in the Department] within the meaning
of paragraph (a) of this section and
such person shall not, by virtue of the
aceeptance of such an assignment, lose
his status as a Foreign Scrvice officer.
Service in such a position shall noft,
however, be subject to the limitations
concerning the duration of an assign-
ment [or concerning reassignment} con-
tained in that paragraph.

[(d)1 If the basic minimum salary
of the position to which an officer or
employee of the Service is assigned pur-
suant to the terms of this scetion ig
higher than the salary such officer or
employee is entitled to receive as an

officer or employee of the Service, such.

officer or employec shall, during the
period such difference in salary exists,

‘receive the salary of the position in

which he is serving in lieu of his salary
as an officer or employec of the Scrvice,

Any salary paid under the provisions-
-of this scction shall be paid from appro--

priations made available for the pay-
ment of salaries of officers and cm-
ployees of the Service and shall be the
salary on the basis of which computa-
tions and payments shall be made in

“accordance with the provisions of title
VIIIL.

L(e)T The salary of an officer or em-
ployee assigned pursuant to the terms of

" this section shall be paid from appro-

priations made available for the pay-
ment of salaries of officers and employecs
of the Service. Such appropriations
may be reimbursed, however, when the

Proposed legislation

(0) If a Foreign Service officer shall
be appointed by the President, by and
with the adviee and consent of the
Senate, or by the President alome to a
position in any Government agency, any
United States delegation or mission to
any international organization, inter~
national commaission, or any international
body, the period of his serviee in such
capacity shall be construed as con-
stituting an assignment within the
meaning of paragraph (a) of this section
and such person shall not, by virtue of
the acceptance of such an assignment,
losc his status as a Foreign Service
officer. Service in such a position shall
not, however, be subject to the limita~
tions concerning the duration of an
assignment contained in that paragraph.

(c% If the basic minimum salary of the
position to which an officer or ecmployee
of the Bervice is assigned pursuant to the
terms of this section is higher than the
salary such officer or employee is en-
titled to receive as an officer or employee
of the Service, such officer or ecmployee
shall, during the pericd such difference
in salary exists, reeeive the salary and
allowances of the position in which he
is serving in licu of his salary and allow~
ances as an officer or employee of the
Bervice. Any salary paid under the
provisions of this section shall be paid
from appropriations made available for
the payment of salaries of officers and
employees of the Scrviee and shall be
the salary on the basis of which compu~

“tationg and payments shall be made in

accordance with the provisions of title
VIII. No officer or employee of the
Service who, subsequent to the effective
date of this Act is assigned to, or who after
June 30, 1960, occupies a position in the
Department that is designated as a Fore
eign Service position shall be entitled to
recetve a salary differential under the
provisions of this paragraph.

(d) The salary of an officer or cm-
ployee assigned pursuant to the terms
of this section shall be paid from appro-
priations made available for the pay-
ment of salaries of officers and em-
ployees of the Scrvice. Such appro-
priations may be reimbursed, however,
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EBeisting legislation

Becretary enters into reimbursement
agreements [with heads of Government
agenciesJ for all or any part of the
salaries of oflicers or employecs assigned
to such agencies and payment is re-
ceived pursuant thereto, or when an
officer or employce of the Service is
assigned to a position the salary of
which is payable from other funds
available to the Department.

[ASSIGNMENTS TO INTERNATIONAL
ORGANIZATIONS

[5ec. 576. The Secretary may, in his
discretion, assign or detail an officer or
employee of the Serviee for temporary
service to or in cooperation with an
international organization in which the
United States participates under the
same conditions as those governing the
assignment or detail of officers or em-
ployees of the Service to the government
of another country in accordance with
the provisions of the Act of May 25,
1938, as amended (52 Stat. 442; 53 Stat.
652; 5 U.S.C. 118¢).]

Proposed legislation

when the Szcretary enters into reim-
bursement ¢greements for all or any
part of the salaries of officers or erm-
ployees .assiymed to such agenecies and
payment is received pursuant thereto,
or when an officer or employce of the
Bervice is assigned to a position the
salary of wlich is payable from other
funds available to the Department,

Section 571(a) has becn revised to clearly establish suthority for the Secretary
to assign or detail in his discretion, officers or emplo:ees of the Service to any
official delegation or mission, to any international crganization, international
commission, or international body as well as to any Gcvernment agency.

Paragra%h (b) which originally related to authority tc-appoint a Foreign Service

officer as

irector General without regard to the limitations of paragraph (a)

relating to period of assignment to duty in the Depariment is no longer needed
as amendments to section 571(a), Public Law 22, 84th Congress, provide authority
for the Secretary to extend, under special circumstaneces, a 4-year period of duty

for a period of an additional 4 years,
as no longer needed,

Paragraph (b) i3, therefore, being deleted

Paragraph (¢) has been redesignated as paragraph (b, and has been changed to

provide authority for the appointment b;
and consent of the Senate, or by the Pres
Commissions), of a Foreign Service office
including any U.8. delegation or missi

v the President, by and with the advice
ident alone (e.;r. International Boundary
r to a position i1 any Government agency
on to internatisnal organizations, inter-

national commissions, or other international bodies witliout the requirement that

the appointee shall lose his status as a Foreign Service officer.

Existing section

571(b) now provides such authority for appointment o1 an FSO to a position in
the Department but does not provide for his appointment elsewhere in Govern-

ment,

The recent appointment of g Foreign Service officer of career minister

rank to head the USIA has emphasized the need for this broader authority.
¥y changing references to ‘‘the Department” to “any Government agency’’ the
subsection is being brought into conformity with secticn 571(a) as amended by

Public Law 22.
nated as no longer necessary.

The reference to ‘“or concerning reassignment’ has been elimi-

Paragraph (d) has been designated as paragraph (c¢). This section of the act

provides that in the event an officer or employee of t1e

detailed to duty with any Government agency (incluling the Department of
Btate), he shall receive the difference, if any, between lis salary as an officer or
employee of the Service and the basic. minimum salary of the position to which

he is assigned.

This provision was included in the Foreign Service Act of 1946

to offset in part the loss of allowances that result when she officer or employee is

assigned from a post abroad to position with a Governnient agency in the
It was designed to recognize the prineiple of equal pay for equal work

States.

nited

from the standpoint that an officer or employee of tte Foreign Service when

assigned to a position in a Government agency in the 1nited

tates to work in

conjunction with eivil service officers, would receive at least the minimum rate
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IGN SERVICE

for the position to whieh he is assigned as

ACT AMENDMENTS

determined by the classified grade of the

position under civil service classification procedures. o

Subsequent to the enactinent of the Foreign Service Act of 1046, provigion has
been made for a home service transfer allowanee for Toreign Service personnel
incident to an assignment to the United States between foreign post assignments.
Moreover, as a econsequence of the Secretary’s integration program, the Foreign

Service will be used increasingly to staff departmental positions.

ton” assignment at periodic intervals is,
& normal assignment.

A “Washing-

in effect, and increasingly will become,

This change in assignment practices when taken in con-

text with the proposed revision of section 441 permitiing the Secretary to classify

departmental positions that are oceupied

by Foreign Service officers under Foreign

Service rather than civil service elassification standards, suggests that there is
ne longer justification for this so-called ‘“Washington’’ salary differential for

officers of the Service assigned to positions in the

epartment. Section 571(c)

will therefore exclude Foreign Service officers go assigned from.‘Washington®
differential provisions. The provisions of this section will not, however, prevent

officers or employees of the

ervice assigned to other Government agencies or to

official delegations or missions to international organizations, international com-
missions, or other international bodies, from receiving a salary differential if the
basic salary rate of the position to which they are assigned exceeds the salary

appropriate to their personal rank.

aragraph (e) of this section has been rodesignated as paragraph (d). The
phrase “‘with heads of Government agencies’’ Las been deleted beoause reimburse-
ment agreements may be made with officials other than heads of agencies when
officers or employecs are assigned to international organizations, international

commissions, or international bodies.

Bince the provisions of section 576 have been superseded by revised section 571,
it is proposed that section 576 be deleted,

TITLE VI. PERSONNEL ADMINISTRATION
IN-CLASS PROMOTIONS OF FOREIGN BERVICE OFFICERS AND RESERVE OFFICERS

Existing legislation

SEc. 625. Any Foreign Service officer
or any Reserve officer, whose services
meet the standards required for the
efficient - conduct of the work of the
EForeign] Service and who shall have
been in a given class for a continuous
period of nine months or more, shall, on
the first day of each fiseal year, receive

-an increase in salary to the next higher

rate for the class in which his is serving.
ELthe] Secrctary is authorized to grant
to [a Foreign Service officer or g
Reserve officer, in any class,J addi-
tional increases in salary within the
salary range established for the class
in which he is serving, based upon
-especially meritorious service.

Section 625 has been revised in order
grant additional ineclass inerements in rec

(in the light of the Fringe Benefits Act

Proposed legislation

SEc. 625. Any Foreign Service officer
or any Reserve officer, whose services
meet the standards required for the
cfficient conduet of the work of the
Service and who shall have been in a
given elass for a continuous period of
nine months or more, shall, on the first
day of each fiscal year, receive an in-
crease in salary to the next higher rate
for the class in which he is serving,
Without regard to any other law the
Secretary is authorized to grant to any
such officer additional increases in
salary within the salary range estab-
lished for the class in which he is
serving, hased upon especially wieri-
torious seryice.

to reaffirm the Secretary’s authority to
ognition of especially meritorious service
). While cash awards provided for by

the Fringe Benefits Act may in general serve well in providing rewards for espe-
cially meritorious or superior service, they are not as appropriate as inclass

increase awards for officers of the Foreign Service.

Service require an officer to serve for

Frequently the needs of the

protracted periods of time in positions
classified several levels above their personal rank,

In many such cases officers

have distinguished themselves in the performance of their duties and it is con-
sidered that an inclass promotion is more desirable and acceptable under these

circumstances than a cash award would be.

Further, there are a number of

unusual and difficult foreign languages which owing to their uniqueness are not
offered on a formal training basis ; however, officers frequently upon their own

initiative undertake the study of and become proficient in such languages.

It is

-considered that the award of a meritorious inclass increase for such an accomplish-
ment better serves the interests of the Government because it provides a contin-
uing and more desirable incentive for the undertaking of such voluntary and
speeialized study by members of the Foreign Service.
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Parrt D—SeparaTioN OoF [FOREIGN

EmMPLOYEES FROM THE SERVICH

FOREIGN
Existing legislation

Suc. 631. Any Forcign Service officer
who is a carcor ambassador or a carcer
minister, other than one oceupying a
position as chief of mission, shall, upon
reaching the age of sixty-five, be retired

from the Service and receive retirement
benefits in accordance with the provi-
sions of section 821, but whenover the
Sceretary shall determine [an emer-
geney to exist, he may,] in the public
interest, extend such an officer’s service

for a period not to exceed five yecars.

Section 631 changes the
services of career ambassadors or carect
age.

gerving in any o to which he

ther position

and with the advice and consent of the Senate, ¢.g.,

Assistant Sceretary, cte., shall continue
tion of his appointment.
essential to avoid
officers serving in Presidential
t0o the service of chiefs of mission.
or career minister who is a Presidenti

chief of mission will have his services extended
specific position in which he is serving when
the officer would be mandatorily retired

Ocoasionally because of the specialized nature of the
ambassadors or career ministers who are not serving as chiefs of missioh or in:
and because of their unique knowledge
to have them continue ¢n duty for

Normally,

Presidential appointments
is in the intercst of the Service

after they reach mandatory retirement age.
to make such an extension of an officer

This phrase has been foun
ake it difficult for the Deg
when the public interest can be

ign emergency to exist.”
interpretations and to m
intent of this provision

delay in the retirement of certain officers.
nal circumstances when it is clear that the continuation of the services

will be in the public interest.

in exceptio
of the officer

FOREIGN SERVICE OFFICERS WHO ARE NOT (AREER MINISTERS

Existing legislation

Spc. 632. Any Foreign Service officer
who ig not a career ambassador or a
career minister shall, upon reaching the
age of sixty, be retired from the Service
and receive retirement benefits  in
aceordance with the provisions of sec-
tion 821 but [when] the Secretary ghall
determine [an cmergency to exist, he
may,] in the public interest, extend such
an officer’s service for a period not to
exceed five years.

1t is further changed to provide that a career ambassad

The Department’s experience
interruption to the continuity
appointments as
Tt is not contempl
al appointoee serving in

mQB\Z&-{p?ﬂA000400020007-f

SprvickE OrrFicERSY OFFICERS AND

SERVICE OFTFICERS WHO ARE CAREER MINISTERS

Proposed legislation

Swe. 631. A1y Foreign Serviee officer
who is a carcer ambassador or a career
minister, other than one occupying a
position as chief of mission or any other
position to which he has been appointed
by the Presideat, by and with the advice
and consenl o the Senate, shall, upon
reaching the age of sixty-five, be retired
from the Serv ee and receive retirement.
benefits in acordance with the provi--
sions of secticn 821, but whenever the
Sccretary shall determine 7t o be in the:
public interess, he may extend such an
officer’s servie: for a period not to exceed
five years.

conditions under which the Secrctary may extend the

vond mandatory retirement
or or career minister
has been appointed by the President; by
Deputy Under Secretary,
to hold such ositions until the oxpira-~
has proved that it is as:
of the scrvice of Foreign Service
it is 1o avoid such interruption
ated that a career ambassador
a capacity other than

ministers be

beyond the time he occuples the ;

he reaches mandatory retirement age. ~ 3
at the end of such appointment..
assignments of career #

T Fd - E‘

or experience, it
a limited period
Under presenf provisions, in order
's sorvice the Sceretary must determine
1 to be subject to different
artment to carry out the
st be served by a brief
This provision will be used only

Proposed legislation

Skc. 632. Any Foreign Service officer,
other than one occupying o position as
chief of mission or any other position to:
which he has becn appointed by the Prest-
dent, by and with the advice and consent
of the Senate, who is not a career am-
hassador or . career minister shall, upon
reaching the age of sixty, be retired from
the Service ¢nd receive retirement bene-
fits in accordance with the provisions of
section 821 but whenever the Secretary
shall deteroine it to be in the public
interest, he mnay extend such an officer’s
serviee for 1 period not to exceed five
vears.

| IR TRE R e s e sot e
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Section 632 is changed for the same reasons given under scetion 631,  Provision
would be made for extending bricfly beyond mandatory retirement the services of
a very limited number of Foreign Service officers below rank of career minister
when it is clear that the continuation of the services of an officer would be in the
public interest. Under present provisions, in order to make such an extension of
an officer’s service the Sceretary must determine “an emergeney to exist.”” This
phrase has been found to be subjeet to different interpretations and to make it
difficult for the Department to carry out the intent of this provision when the
public interest can best be served by a brief delay in the retirement of certain
officers. This provision will be used only in exeeptional circumstances when it is
elear that the continuation of the services of the oflicer will be in the publie interest.

o

'
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Haisting legislation

SEPARATION FOR [UNSATISFACTORY
PERFORMANCE OF DUTY]

Existing legislation
Sec. 637. (a) The Secretary may,

Proposed legislation

SEPARATION FOR CAUSE

Proposed legislation
Sec. 637. (a) The Sceretary may,

under such regulations as he may pre- under such regulations as he may pre-
scribe, separatc from the Service any scribe, separate from the Service any
TForeign Service officer [above class 8] Foreign Scrvice officer, Reserve officer, or
on account of the unsatisfactory per- staff officer or employee, on account of
formance of his duties[;] but no such the unsatisfactory performance of his
officer shall be so separated [from the duties, or for such other eause as will
Service] until he shall have bcen promote the cfficiency of the Service, and
granted a hearing by the Board of the for reasons given in writing, but no such
Foreign Service and the unsatisfactory officer or employec shall be se separated
performance of his duties shall have until he shall have been granted a
been established at such hearing[.] hearing by the Board of the Foreign
Service and the unsatisfactory per-
formance of his dutics, or other cause
for separation, shall have been estab-
lished at such hearing, or else he shall
have waived in writing his right fo @
hedring. The provisions of this section.
shall not apply to Foreign Service officers
of class 8 or any other officer or employee
of the Service who is in a probationary
status or whose appoiniment is limited or
temporary.
[Psrt F—SEPARATION OF STAYF
OrrICERS AND EMPLOYEES

[FOR UNSATISFACTORY PERFORMANCE
OF DUTY

I[Szc. 651. The Sccerctary may, under
such regulations as he may presecribe,
separate from the Service any staff
officer or employee on account of the
unsatisfactory performance of his duties,
but no such officer or employee shall be
80 separated from the Service until he
shall have been granted a hearing by
the Board of the Foreign Scrviee and
the unsatisfactory performance of his
duties shall have been established at
such hearing.] ‘

[SEPARATION FOR MISCONDUCT OR MAIL-
FIZASANCE

I[Suc. 638. The Seeretary shall sepa-
rate from the Service any Foreign
Service officer or Reserve officer who
shall be guilty of miseonduct or mal-
feasance in office, but no such officer
shall be so separated from the Service
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Heisting legislation

until he shall have been granted a
hearing by the Board of the Foreign
Service and his misconduet or mal-
feasance shall have been established at
such hearing. Any officer separated
from the Service in accordance with the
provisions of this section shall not be
eligible to receive the benefits provided
by title VIII of this Act, but his con-
tributions to the Foreign Service Re-
tirement and Disability Fund shall be
returned to him in accordance with the
provisions of section 841(a).]

[FOR MISCONDUCT OR MALFEASANCE

[Sec. 652. The Secretary shall sepa-
rate from the Service any staff officer or
employee who shall be guilty of miscon-
duct or malfeasance in offiee, but no
such officer or employee shall be so sep-
arated from the Service until he shall
have been granted a hearing by the
Board of the Foreign Service and his
misconduct or malfesance shall have
been established at such hearing.]

Sec. 637. (b) Any [Foreign Service
officer] over forty-five years of age, sep-
arated from the Service [in accordance
with the provisions of paragraph (a) of
this section,] shall be retired upon an
annuity computed in accordance with
the provisions of seetion 821 but not in
excess of 25 per centum of his per an-
num salary at the time of hjs separa-
tion[.]

[(c) Any Foreign Service officer]
under forty-five years of age, separated
from the Service Fin accordance with
the provisions of paragraph (a) of this
section,J shall at the time of separation
receive a payment equal to one year’s
salary or the refund of the contributions
made by him to the Foreign Service Re-
tirement and Disability Fund, which-
ever shall be greater.

Proposed legislation

Sec. 637. (b) Any pariicipant in the
Foreign Service Retirement and Disg-
bility system who is— ‘

(1) over forty-five years of age, sep-
arated frcm the Service for unsafes-
factory performance of duly shall be re-
tired upoa an annuity computed in
accordancs with the provisions of sec-
tion 821 but not in excess of 25 per
centium of his per annum salary at the
time of his separation; .

(2) uncer forty-five years of age,
separated from the Service for un-
satisfactory performance of duty shall

at the time of separation receive a

payment cqual to one year’s salary or

the refund, as provided in section 841

(a), of tie contributions made by

him to tae Foreign Service Retire-

ment ancd Disability Fund, which-
ever shall be greater.

(¢) Any participant in the Foreign
Service Retirement and Disabilily system
separated under the provisions of para-
graph (a) of this section, for reasons ather
than unsatisfactory performance of duly,
may, in the discretion of the Secretary and
on the basis of criteria established in ad-
vance by hin, be granted the benefils of
paragraph (b) of this section depending
upon his age. Unless the Secrelary de-
termines at the lime of separation of @
participant inder the provisions of para-
graph (o) o this section that he shall be
granted the benefits of paragraph (b) of
this section his conlributions to the For-
eign Service Retirement and Disability
Fund shall ve returned to him in accord-
ance with the provisions of section 841 (a).
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- Boisting legislation Proposed legislation

(d) Any officer or employee of the Serv-

ice who is not o participant in the Foreign

" Service Retirement and Disability system

shall be entitled only fo such benefits as

shall accrue to him under the retirement

: system in which ke is a partictpant,

L)Y Any payments made in accord- (¢) Any payments made in aeccord-

ance with the provisions of this section ance with the provisions of paragraphs

shall be made out of the Foreign Scrvice () or (¢) of this seetion shali be made out

Retirement and Disability Fund. of the Foreign Service Retirement and
Disability Fund.

New section 637(a) combines into one section the provisions of section 637 and
651 relative to separation for unsatisfactory performance of duty as well as the
provisions of sections 638 and 652 relative to separation for misconduet and
malfeasance. In so doing the following substantive changes have been made:

(1) The Secretary is given the discretion to determine whether an officer

or employee should be separated for cause. At present he does not have
. coruplete diseretion in this matter. Under present provisions it is frequently

difficult if not impossible to distinguish between unsatisfactory performance
and miseonduet.  Gravity of a proven case may or may not warrant less
stringent forms of discipline than outright dismissals.

(2) The requirement of a hearing does not apply if the officer or employee
waives his right to a hearing. .

(3) It may be noted that the revised section applies equally to all Foreign
Service officers, Foreign Serviee Reserve officers, and Foreign Service staff
officers and employees.

Foreign Service officers who are in probationary status and any- other officers
and employees of the Service whose appointments are temporary or limited are not
subject to the provisions of this section as their services may be terminated at
any time at the discretion of the Sceretary.

Paragraph (b) has been revised to provide retirement benefits specifically for
participants in the Foreign Service Retirement and Disability system who are

- over 4b years of age at time of separation for unsatisfactory performance of duty.
This paragraph further provides that participants in the Forcign Service Retire-
ment and Disability system who are under 45 years of age at time of separation for
unsatisfactory performance of duty shall receive a payment of 1 year’s salary or
the refund of contributions made to the Foreign Service Retirement and Dis-
ability Fund, whichever is greater, }

Paragraph (c) gives the Secretary authority to determine that the benefits of
paragraph (b) may apply to officers and employees separated for cause if in his
discretion such action is justified in the light of the nature of the charges causing
separation.

New paragraph (d) has been added to deny nonparticipants in the Forcign
Serviee Retirement and Disability system the benefits of “severance pay’ in the

) form of a year’s salary in licu of a refund of retirement deductions as'is provided
in paragraph (b) for participants. A participant in another retirement system
over which the Department will have 1o control could be entitled to a refund of
his contributions to that system or to deferred annuity and thus eould receive
greater benefits than participants in the Foreign Service Retirement and Disability

. system who are separated for cause.

Iixisting paragraph (d) has been renumbered paragraph (e).

TERMINATION OF APPOINTMENT OF FOREIGN SERVICE RESERVE OFFICERS AND STAFF
OFFICERS AND EMPLOYBES UNDER LIMITED APPOINTMENT

Eoisting legislation Proposed legislation

No existing legislation Szo. 638. Notwithstanding the provi-
sions of this or any other law, the Secre-
tary may, under such regulations as he
may prescribe, terminate the services of
any Keserve officer or staff officer or em-
ployee serving under limited appointment
at any time.

43120—59——5
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The Foreign Service Act of 1946, as amended, does not specifically provide the
Secretary with clear-cut authority for the separation, when their services are no
longer needed, of Foreign Service Reserve officers, whose appointments, by their
designation, are recognized as being temporary or limited in nature. Further,
the Foreign Service Act of 1946, as amended, does nct provide clear-cut authority
for the Secretary to terminate staff officers or emplayees who are serving under
limited appointments. This amendment is design:d to provide statutory au-
thority for the termination of such employees at the end of the specified period
of employment, upon expiration of the special program for which the employee
was appointed, or when the need no longer exists for the employee’s services.

This flexibility is needed in order to staff new programs with personnel who
are willing to accept such assignments and in order to be able to terminate their
services with the minimum of disruption.

. Parr E—Promorion oF FOREIGN SERVICE STAFF OFFICERS AND EMPLOYEES

CLASS PROMOTION OF STAFF PERSONNEL

Ezisting legislation

Sec. 641. [Any staff officer or em-
ployee may, in accordance with uniform
procedures established in regulations
prescribed by the Secretary, upon
demonstration. of ability to assume
duties of greater responsibility, be pro-
moted t0 a vacant position in a higher
class at: theé same or at a higher rate
of salary.}

Proposed legislation

Sec. 641. All promotions of staff
officers anc. employees to a higher class
shall be mcde at the same or at a higher
salary on ‘he basis of performance and
merit in acsordance with such regulations
as the Secrotary may prescribe.

.. Béetion ‘641 is amended to emphasize the fact that all promotions of staff
officers and employees to a higher class shall be on ¢, competitive basis in relation
1o performance, qualifications, and merit and to provide language that is more
nearly consistent with the intent of section 441 relating to the classification of

positions.
schedule under section 415, sta

As indicated in the explanation of the proposed Foreign Service salary
personnel upon promotion to a higher class

would receive a tangible increase in salary.

IN-CLASS PROMOTIONS OF STAFF OFFICEIS AND EMPLOYEES

Ezxisting legislation

Spc. 642. [In-class promotions of
staff officers and employees shall be
granted in accordance with _regniations
prescribed by the Secretary.]

No existing legislation.

Proposed legislation

Smc. 649, (@) Under such regulations
as the Secretary may prescribe, any staff
officer or e nployee whose services meet the
standards equired for the efficient conduct
of the wori; of the Service shall recetve an
increase ir: salary at periodic intervals to
the next higher salary rate for the class in
which he is serving. Without regard to
any other law the Secretary is authorized
lo grant ary such officer or employee addi-
tional imcreases in salary within the
salary rarge established for the class in
which he is serving, based upon especially
merilorious service.

(b) Unler such regulations as the Secre-
tary may wescribe, any staff officer or em-
ployee wko has achieved the maximum
salary rats prescribed by section 415 for
the class in which he is serving may be
granted an additional in-class salary in-
crement from time to lime in recognifion
of longevily and proficiency in the Service.
Each suck salary increment shall be equal
to the maaimum step rate increment of the
applicable class and no person shall re-
ceive mor: than four such salary incre-
ments while serving in the same class.
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Paragraph (a) of section 642 has been revised to clarify the present provisions
for periodie in-class promotions for Foreign Service staff personnel. In addxtloni
L it provides the Secretary with the same authority to provide for staff personnek
in-class increases as a reward for meritorious service as that contained in section
625 relating to such meritorious in-elass promoetions for Foreign Service officers
and Foreign Service Reserve officers, L ,

The principal purpose of new scction 642(b) is to authorize the Secretary t6
establish a system of longevity pay increases for staff personnel. The principle
and the practice of longevity pay is well established in government and in industry.

- Although the work performed by staff corps personnel is highly essential and
important to the effective functioning of the Serviee, in the majority of the cases
the nature of the duties and the qualifieations required therefor impose auto-
matic limitations on promotional opportunities in the staff corps. In addition,
.88 a consequence of the Secretary’s integration program, promotional oppor-
tunities in the staff corps cannot be as attractive as formerly; however, most

- stafl personne] performing in Foreign Service officer positions who qualified for
lateral entry were integrated into the Foreign -Service officer corps. Longevity
pay is not pertinent in the case of Reserve officers whose tenure is limited to a

-period of five years, and it is not consistent with the promotion and selection-out
provisions applicable to Foreign Serviee officers. In the case of Foreign Service
stafl corps personnel & longevity pay system will meet a definite need in providing
an incentive for qualified and experienced employees to continue in the Service
throughout their working earecrs, thus providing these highly essential skills for
the Service with a minimum, of turnover and cost.

The proposed revision would authorize the Secretary to grant a longevity
salary inerement from time to time on the basis of significant longevity landmarks
in terms of the total years of United States Government service rendered by an
employee, provided his record of performance is sufficiently superior to merit
the award of such inerement. In other words, it is not intended that longevity
increments would be awarded automatically on the basis of satisfactory service,
as in the case of the regular within-class increases but rather the purpose of (he
plan is to recognize longevity in combination with proficieney in order to provide
a stimulus for long-service employees who remain in the same class to continue to
excel in the performance of their duties as well as to eontinue in the Service.

% It is contemplated that the Secretary will establish by regulation the eligibility
N’ periods for longevity increments under this plan. In all probability these eligibil-
ity periods would be established as a minimum of 10 years of service for the first
guch increase, 15 years for the scecond, 20 years for the third, and 25 years for
the fourth. Achicvement of such longevity increases will have a eontinuing
prestige value as they will signify the years of service as well as the faet that
the employee has continued to perform his duties in a highly satisfactory manner.
After experience with this plan it may be determined that different years of
gervice landmarks might be desirable; e.g., 12 years’ minimum serviee in lieu
of 10, ete.

Further, provision will be made that employeecs who have already served 15,
20, or 25 years of service at the time they achieve the maximum step rate of
3 given class will be eligible for consecutive longevity increases on an annual
(or possibly biennial) basis until they reach the longevity increase appropriate
for or related to the number of years of serviec they have ecompleted, provided
they have continued their proficieney in the performance of their duties. In this
way, some employees with many years of service already completed and who
have been paid at the maximum step rate of their present class for a year or more
would, at the time of the enactment of this provision, become immediately eligible
for a longevity increase and might continue to be so eligible for subsequent lon-
gevity promotions on an annual (or biennial) basis; e.g., an cmployee who has
been at the maximum step rate of his class for a year and has completed 20
years of Government service could receive three longevities on an annual basis
(provided his proficiency in the performance of his duties continues) until he
reached the 20-year longevity rate, at which time he would begin a 5-year waiting
period for the last one.

-’
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TITLE VII. THE FOREIGN SERVICE INSTITUTE

ESTABLISHMENT OF THE INSTITUTE

Existing legislation

SEc. 701. The Secretary shall, in
order to furnish training and instruction
to officers and employees of the Service
and of the Department and to other
officers and employees of the Govern-
ment for whom training and instruction
in the field of foreign relations is ncees-
sary, and in order to promote and foster
programs of study incidental to such
training, establish a Foreign Service
. Institute, hereinafter called the In-

Proposed legislation

Sec. 701. Thz Secretary shall, in
order to furnish training and instruction
to officers and employees of the Serviee
and of the Department and to other
officers and employees of the Govern-
ment for whom training and instruction
in the ficld of foreign relations is neces-
sary, and in order to promote and foster
programs of study incidental to such
training; establish a Foreign Service In-
stitute, hercina:ter called the Institute.

‘stitute. The Secretary may also provide appro-
priate orienlation and language training
to dependents of officers and employees of
the Government if such officers and em-
ployees are assigned to foreign relations
aclivities.

The proposed addition to section 701 will give the Secretary specific authority
to provide orientation and language training to depend>nts of officers and em-
ployees of the Government who are to serve in foreign relations activities abroad.

APPOINTMENT, ASSIGNMENT, AND DETAIL TO TIE INSTITUTE

Existing legislation Proposed legislation

Sec. 704. Skc. 704,
No existing legislation. (e) The Secretary may, under such
requlations as ‘e may prescribe, in the
absence of suitably qualified United
States citizens, employ persons who are
not citizens of the United States by ap-
pointment to tle staff of the Institute
either on a full- or part-ime basis or by
contract for services in the United Stales
or abroad al raies not in excess of those
provided by the Classificalion Acl of
1948, as amended (6§ U.S.C. 1071).

A new paragraph (e) has been added to section 704. This will provide the
Secretary with authority either to employ on the staf’ of the Institute or to
contract for the services of aliens for use in language and area training programs.
The primary goal of the language and area programs is to have the student
achieve a comprehensive speaking and reading proficiency of a language as well
as an area knowledge of a country. Frequently the persons best qualified to
provide such instruction are recent ecmigres who have not had an opportunity to
acquire American citizenship. Such persons may teach in universities to which
Foreign Service personnel might be assigned, but their ¢ mployment on the staff
of the Institute has not heretofore been authorized. This authority will enable
the Department to strengthen its language and area training programs in the
Foreign Service Institute.

Both full-time and part-time language and area insiructors and tutors will
normally be appointed to the staff of the Institute wher. they are to be used on
continuing programs. Authority to employ by contract. is considered esséntial,
however, since in many cases persons used in these progiams are available in the
United States for only short periods of time. In many instances beeause of the
varying requircments of the Institute short term instru:tors can adequately fill
the needs for specialized language and area training. To avoid excessive turnover
in the staff of the Institute, and to meet unforeseen changes or modifications in
programs, the flexibility provided by a eontract provision "vill bring about economy
in the operation of the Institute’s programs.
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TITLE VIII. THE FOREIGN SERVICE RETIREMENTAND
DISABILITY SYSTEM

ParT A—ESTABLISHMENT OF SYSTEM

PARTICIPANTS

Ezisting legislation

Swc. 803. (b)

(2) have paid into the Fund a special
contribution Lequal to 5 per centum of
his basic salary for each year of such
service with interest thereon to date of
payment, compounded annually at 4

Proposed legislation

Suc. 803. (b)

(2) have paid into the Fund a special
contribution for each year of such service
in accordance with the provisions of para-
graph (b) of section 8562.

(&) (1) In accordance with such regula-

per centum.J tions as the President may prescribe, any
- No Existing Leeislation Foreign Service staff officer or employee
0 Lxisving Leglsiation. appoinled by the Secrelary of Sitote who
has completed of least 10 years of con-
tinuous service in the Depariment’s For-
etgn Service, exclusive of military service,
shall become a participant in the Foreign
Service Retirement and Disability sysiem
and shall make a special contribulion to
the Foreign Secrvice Retirement and Dis-
ability Fund in accordance with the pro-
visions of seclion 862.

(&) Any such officer or employee who,
under the provisions of paragraph (c) (1)
of this section, becomes a participant in
the Foreign Service Retirement and Dis-
ability system, shall be mandatorily re-
tired for age during the first year after the
effective date of this section if he attains
age staty-four or if he is over age siwly-
’ ‘ four; during the second year at age siziy-
A ’ three; during the third year al age sixty-
two; during the fourth year at age siwiy-

one, and thereafter al age sixty.

Section 803(b)(2) has been revised to eonform with revisions made in sections
811 and 852 which increase the rate of compulsory contribution to the Foreign
Service Retirement Fund from b percent to 6)4 percent.

New paragraph 803(¢) provides for the participation on a mandatory basis of
certain staff officers and employees in the Foreign Service Retirement and Dis-
ability system. At the present time staff officers and employees are covered by
the Civil Service Retirement system, The 1956 amendments to the Civil Service
Retirement Act of 1949 have substantially enhanced the attractiveness of this
system. The Foreign Service Retirement system is designed to give recognition
to the need for earlier retirement age for career Foreign Service personnel who
spend the majority of their working years outside the United States, withstanding
the rigors of moving and adjusting themselves and their families to new working
and living situations every few years.. At the same time, it is apparent that staff

. officers and employees who serve for an appreciable period are subject in large
measure to the same conditions of service as Foreign Service officers who are partie-
ipants under the Foreign Serviee Retirement and Disability system. Under the

ecretary’s Integration Program approximately 400 staff officers have been unable
to qualify for lateral appointment as Foreign Service officers due principally to
their inability to meet preseribed age requirements. A recent study of staff per-
sonnel in elasses FSS-1 through 11, inclusive, indicates that there are about 450
staff officers and employees in those classes who have 10 or more years of creditable
service toward retirement.

In certain instances staff officers and employees with relatively long periods of
service in the Foreign Service may desire to retire voluntarily with full annuity
at the earlier age permitted under the Foreign Service Retirement system. In
some cases it would be in the interest of the Service and of individual officers and
employees if the Foreign Service mandatory retirement provision for retirement
at age 60 were made applicable to staff personnel. The need for stimulating
somewhat earlier retirement, which is recognized in the case of Foreign Servige

-’
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officers, is also significant in the case of certain Foreigr Service staff officers and
employees. The proposed provision not only would fac litate the development of
a united Foreign Service, one of the prineipal objeetives of the integration program,
but it would also contribute to improved promotional opportunities for younger
staff personnel.

The purpose of new paragraph 803(c) (1), therefore, i3 to provide that Foreign
Service staff officers and employees who have completcd 10 years of continuous
service in the Foreign Service shall become participan's in the Foreign Service
Retirement and.Disability system. These officers and employees will be required
to make the necessary contribution to the Foreign Service Retirement and

-~

Disability Fund.

Paragraph (2) provides for the gradual phasing out of officers and employees
who are above mandatory retirement age at the time ;hey become participants

in the system.

ANNUITANTS

Existing legislation

Suc. 804. Annuitants shall be persons
who are receiving annuities from the
Fund on the effective date of this Act
L, } persons [who shall become entitled
to receive annuities in aceordance with
the provisions of section 519, 631, 632,
634, 636, 637, 831, 832, and 833, and
all widows] and beneficiaries of par-
ticipants [who are] entitled to receive
annuities in accordance with the [terms
of this title.}

No existing legislation

Proposed legislation

Smc. 804. (a) Annuitants shall be
persons who are receiving annuities from
the Fund on -he effective date of this
Act and all parsons, tncluding widows,
widowers, dependent widowers, children,
and beneficiaries of participants or
annuitants who shall become entitled to
receive annuiiies in accordance with
the provisions »f this Act, as emended, or
in  accordance with the provisions of
section & of the Act of May 1, 1956 (70—
Stat. 126).

(b) When u:ed in this title the term—

(1) “Widow” means the surviving
wife of @ pa-ticipant who was married
to such participant for at least fwo
years tmmeatately preceding his death
or is the 11other of issue by such
marriage.

(@) “Widower” means the surviving
husband of a parlicipant who was
married to such participant for at least
two years tnmediately preceding her
death or is the father of issue by such
marriage.

(8) “Depencent widower” means the
surviving husband of a participant who
was married {» such participant for at
least two years immediately preceding her
death or 18 the father of issue by such
marriage, and who is incapable of self-
support by reason of mental or physical
disability, and who received more (han
one-half of his support from such partici-
pant.

(4) “Child’ means an unmarried
child, including (a) an adopted child, and
b) a step-chr'd or recognized natural
child who received more than one-half of
his support from the participant, under
the age of eig.ileen years, or such un-
married child regardless of age who
because of physical or mental disability
incurred before age eighieen is tncapable
of self-support.

Section 804 has been redesignated as section 804(a) iand changed for purposes
of simplification and to provide specifically that surviving children, widowers,
and dependent widowers as well as widows may be included as survivor annuitants.

New

widower’’ and “‘child”.

a.ragre‘xph 804(b) defines the terms “widow’’, “widower’”’, ‘“dependent
s :
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Part B—CoMPULSORY CONTRIBUTIONS

Euxisting legislation

8sc. 811. [Five] per centum of the
basic salary received by each partici-
pant shall be contributed to the Fund,
and the Sceretary of the Treasury is
directed to cause such deductions to
be made and the sums transferred on
the books of the Treasury Department
to the credit of the Fund for the pay-
ment of annuities, cash benefits, re-
funds, and allowances.

Proposed legislation

SEc. 811. Siz and one-half per centum
of the basic salary received by each
articipant shall be contributed to the
und, and the Secretary of the Treasury
is directed to cause such deductions to
be made and the sums transferred on
the books of the Treasury Department
to the credit of the Fund for the pay-
ment of annuities, cash benefits, refunds,
and allowances.

The proposed change in this section would increase the rate of contribution to

the Foreign
per centum of

Service Retirement and Disability Fund from 5 per centum to 6}4
basic salary. This is a necessary amendment in view of the increased

benefits provided by the proposed revisions in title VILL

Part C—COMPUTATION OF ANNUITIES

Ezisting legislation

Sec. 821. (a) The annuity of a par-
ticipant shall be equal to 2 per centum
of his average basic salary for the
highest five consecutive years of service,
for which full eontributions have been
iade to the Fund, multiplied by the
number of years [of service], not ex-
ceeding thirty-five [years.] However,
the highest five years of service for
which full contributions have been made
to the Fund shall be used in computing
the annuity of any Foreign BScrvice
‘officer who serves as chief of mission
and whose continuity of service as such
is interrupted prior to retirement by
appointment or assignment to any other
position determined by the Secretary
to be of comparable importance. In
determining the aggregate period of
gervice upon which the annuity is to
be based, the fractional part of a month,
if any, shall not be counted.

(b) [At the time of his retircment,
a participant, if the husband of &
wife to whom he has been married for
at least three years or who is the
mother of issue by such marriage, may
elect to receive a reduced annuity for
himself and to provide for an annuity
payable to his widow, commencing on
the date following his death and con-
tinuing as long as she may live. The
annuity payable to his widow shall in
no case exceed 25 per centum of his
average basic salary as computed in
accordance with subsection (a) of this
gection, or 66% per centum of his
reduced annuity. If the age of the
participant is less than the age of
the wife or exceeds her age by not
more than eight years, the annuity of
the participant will be redueced by an
amount equal to one-half of the annuity

Proposed legislation

SEec. 821, (a) The annuity of a par-
ticipant shall be equal to 2 per centum
of his average basic salary for the
highest five consecutive years of service-
for which full eontributions have been
made to the Fund, multiplied by the
number of years, not exceeding thirty-
five, of service credit obtained in accord-
ance with the provisions of sections 861,
852, and 863. However, the highest
five years of service for which full
contributions have been made to the
Tund shall be used in computing the
annuity of any Foreign Service officer
who serves as chief of mission and
whose continuity of service as such is
interrupted prior to retirement by
appointment or assignment to any
other position determined by the Secre-
tary to be of comparable importance.
In determining the aggregate period of
gervice upon which the annuity is to
be based, the fractional part of a
month, if any, shall not be counted.

(b) At the time of retivement, any
participant may, except as olherwise
provided by section 834 (a), elect lo
receive a reduced annuily and to pro-
vide for an annuity payable to his
widow or her widower, commencing on
the date following such participant’s
death and terminaling upon the death
o% such surviving widow or widower.

he annuity payable lto the surviving
widow -or widower after such partic-
ipant’s death shall be 50 per centum
of the amount of the participant’s an-
nuity, up to the full amount of his
annuity, specified by him as the base
for the survivor benefils compuled as
prescribed _in  paragraph (a) of this
section. The annuily of the parlici-
pant making such -election shall be
reduced by 2% per centum of any amouni
up to $2,400 he specifies as the base for
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Bristing legislation Proposed legislation

which he elects to have paid to his the survivor bene fit plus ten per centum
widow. If the age of the participant of any amount over $2,400 up io the full
exceeds the age of the wife by more emount of the garticipant’s annusly, so
than eight years, the annuity of the specified.
participant will be reduced by an
amount equal to one-half the annuity
which he elects to have paid to his
widow plus an additional reduction
equal to 2 per centum of such widow’s
annuity for each year, or fraction
thereof, that the difference in age
exceeds eight. The participant may at
his option also elect to have his annu-
ity reduced by an additional 5 per
centum of the amount which he clects
to have paid to his widow, with a pro-
vision that, from and after the death
of his wife, if the participatnt shall
survive her, the annuity payable to
the participant shall be that amount
which would have been payable if no
option had been elected.]
(1) If an awnuitant who made the
election provided for in paragraph (b) of
this seclion dies and is survived by a
widow or widouer and by a child or
children, there shall be paid fo or on
behalf of each clild, in addition to the
annuity payable 19 the surviving widow or
widower under such election, an annuity
equal to the smallcst of: (i) 40 per centum
of the annuilant’s average salary divided
by the number of children; (i) $600; or Y
(973) $1,800 dividid between the number o -
children. :
(2) If an annuitant who. did not make
the election provided for in paragraph (b)
dies and s survived by a widow or widower
and by a child or children, or if such
annuitant s not survived by a widow or
widower but by a child or children, each
surviving child shall be paid an annusty
equal to the smallest of: Zz)') b0 per centum
of the annutlant's average salary divided
by the number of children; (¥3) $720; or
(vi1) $2,160 divided between the number of
children.
(@) If a surviving widow or widower
who s recetving an annuity in accordance
with the provisions of paragraph (b) of
this section dies o the annuity of a child
18 lerminated, the annuity of any other
child or children shall be recompuled and
patd as though such wife, husband, or
child had not survived the participant.
(e) The annuiy payable to a child
under paragraph ‘c¢) or (d) of this section
shall begin on th: first day of the next
month after the periicipant dies and such
annuily or any right thereto shall be
terminated upon death, marriage, or
attainment of the age of 18 years, excepl
that, if a child is incapable of self-support
by reason of mentcl or physical disability, -~
the annuity shall Le terminated only when i
such child dies, marries, or recovers from
such disability.
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[{¢) A participant who is not married
at the time of his retirement or who is
married to a wife who is not entitled to
an annuity in accordance with the pro-
visions of paragraph (b) of this section
may clect to receive a reduced annuity
for himself and to provide for an addi-
tional annuity payable after his death to
a beneficiary whose name shall be noti-
fied in writing to the Secrctary at the
time of his retirement and who is accept-
able to the Sceretary. The annuity
payments payable to such beneficiary
shall be either equal to the deceased
participant’s reduced annuity payments
or equal to 50 per centum of such re-
duced annuity payments and upon the
death of the surviving beneficiary all
payments shall cease and no further
annuity payments shall be due or pay-
able. To combined actuarial value of
the two annuities on the date of retire-
ment as determined by the Secretary of
the Treasury shall be the same as the
actuarial value of the annuity provided
by paragraph (a) of this scetion. No
such election of a reduced annuity pay-
able to a beneficiary other than a child
of the participant shall be valid until
the participant shall have satisfactorily
passed a physical examination as pre-
geribed by the Secretary. Annuity pay-
ments payable in accordance with the
provisions of this section to a beneficiary
who is a child of a participant shall cease
when the beneficiary reaches the age of
twenty-one years.]

Proposed Tegislation

(f) A participant who is not enlitled lo
designate a beneficiary in accordance with
the provisions of paragraph (b) of ithis
section may at the time of retirement elect
to' recetve a reduced annuily for himself
and to provide for an annuity payable afier
his or her death to a beneficiary whose
name shall be notified in writing to the
Secretary. The participant may elect
that such beneficiary shall receive annuity
payments either equol to 50 per centum of
the participant’s full annuily or to such
lesser base sum as the participant shall
designate. The annuity payable to o
participant making such electron shall be
reduced by 10 per cenium of an annuity
computed as provided in subsection (a) of
this section and by 5 per centum of an
annuily so compuled for each full five
years the person designated is_younger
than the reliring perticipant, bui such
total reduction shall mot exceed 40 per
centum. Upon the death of the surviving
beneficiary all paymenls shall cease and
no further annuily paymenis shall be due
or payable. No such clection of a reduced
annwity payable to o beneficiary shall be
valid until the participant shall have saiis-
factorily passed a physical examinaiion
as prescribed by the Secretary.

Section 821 has been amended to extend to participants in the Foreign Service
gystem many of the survivorship benefits provided at present by other Federal

retirement systems.

Paragraph (b) prescribes the formula for computing a joint and survivorship
annuity under which the retiring officer elcets to receive a reduced annuity and

provides upon death an annuity for the widow -or widower.

In this proposal a

formula similar to that provided in the eivil serviee retirement system has been
adopted. The proposed legislation eliminates the provision of the existing legis-
lation permitting the participant to accept a further reduetion of 5 percent of
the full annuity, with the provision for restoration of the full annuity if the

spouse predeceases the participant.

Actuaries regard this as a ‘“gambling pro-
vision’’ unrelated to sound actuarial- principles.

It can well be eliminated if

the new formula is adopted, for the retiring participant will not in that event
suffer so great a loss in annuity by reason of making provision for his or her spouse.

Paragraph (c)(1) covers the case of an annuitant who elected in favor of a
joint and survivorship annuity and is survived by a widow or widower and by a

child ‘or children.

In such & case each child would receive in addition to the

annuity received by the widow an annuity equal to the smallest of: (1) 40 percent

of the annuitant’s average salary divide

d by the number of children; (2) $600;

or (3) $1,800 divided between the number of children.

Paragraph (¢)(2) provides that if the annuitant did not make the election
under paragraph (b), dies and is survived by a widow or widower and a child or
children, or is survived only by children, they shall receive a higher annuity
than they would under the care of a parent annuitant.

Paragraph (d) provides for an increase in the children’s annuities if the sur-
viving widow or widower dics, or another child’s annuity terminates.

|A-RDP78:03721A00040§920007-7

. Paragraph (e) provides limitations on the payment of annuities to children;

A i.e., termination upon death, marriage, or attainment of age 18 years of con-
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tinuance until death, marriage, or recovery when a child is incapable of self-
support by reason of mental or physical disability.

Paragraph (f) provides for the designation of a beneficiary by a participant
who is not married or who is not entitled to designate a buneficiary in accordance

with the provisions of paragraph (b).

ParT D—BeneriTs AccrRUING TO. CERTAIN I'ARTICIPANTS

RETIREMENT FOR DISABILITY OR INCAPACITY-—PHYSICAL EX AMINATION—RECOVERY

Existing legislation

Sec. 831. (a) Any participant who
L, after serving for a total period of not
less than five years,] becomes totally
disabled or incapacitated for useful and
efficient service by reason of disease or
injury [ineurred in the line of duty but]
not due to vicious habits, intemperance,
or willful misconduct on his part, shall,
upon his own application or upon order
of the Secrctary, be retircd on an an-
nuity computed as prescribed in section
821. If the disabled or incapacitated
participant has [had] less than twenty
years of service at the time he is re-
tired, his annuity shall be computed on
the assumption that he had had twenty
years of service[.]

(b) In each case such disability shall
be determined [by the report] of [a]
duly qualified [physician] or [sur-
geonl, designated by the Secretary to
conduct [the examination]. Unless
the disability is permanent, [a] like
[examination] shall be made annually
until the annuitant has reached the
[retirement age as defined in sections
631 and 632, and the payment of the
annuity shall cease from the date of a
medieal examination showing recovery.]
Fees for examinations under this provi-
ston, together with reasonable traveling
and other expenses incurred in order to
submit to examination, shall be paid
out of the Fund.

Propoced legislation

Sec. 831. (a) Any participant who
has five years of service credit toward re-
trement under the syslem, excluding
military or naval service that 1s credited in
accordance with the provisions of sections
861 or 852(a)(2) and who becomes to-
tally disabled or incapacitated for
useful and efficient service by reason of
disease, illness, or injury not due to
vicious habits, intemperance, or willful
misconduct on h's part, shall, upon his
own application or upon order of the
Seeretary, be rotired on an annuity
computecf as prescribed in seetion 821.
If the disabled or incapacitated parti-
cipant has less than twenty years of
service credit toword his retirement under
the system at the time he is retired, his
annuity shall be computed on the as-
sumption that he had had twenty years
of service, but the additional service credil
that may accrue to a participant under this
provision shall in no case exceed the
difference between his age at the time of
retirement and th: mandatory retirement
age applicable to his class in the Service.

(b) In each ease such disability shall
be determined by the Secretary upon the
basis of the advice of one or more duly
qualified physicicns or surgeons, desig-
nated by the Seeretary to conduet
examinotions.  Unless the disability is
permanent, like exzaminations shall be
made annually uatil the annuitant has
reached the statiiory mandatory retire-
ment age for his class in the Service.
If the Secretary determines, on the basis
of the advice of onc or more duly qualified
physicians or swrgeons conducting such
examinations thal an annuitant has re-
covered to the extent that he can return
to active duty, tihe annwitant shall be

given the opportunily to be reinstated or ..

reappotnted in the Service. The Secretary
may reinstate any such recovered dis-
ability annuilant in the class in which he
was serving af tirie of retirement. The
Secretary may, taizing into consideration
the age, qualifications, and experience of
such officer and the rank of his con~
temporaries in the Service, recommend
that the. President, by and with the advice
and consent of the Senate, appoint him to
a class higher than the one tn which he
was serving prior to relirement. Pay-
ment of the annuily shall continue until
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(¢) [When the annuity is diseon-
tinued under this provision before the
annuitant has received a sum equal to
the total amount of his contributions,
with accrued interest, the differcnee
shall be paid to him or his legal repre-
sentatives in the order of precedence
prescribed in section 841.%

No existing legislation.

Approved For ReleasadO9940842Zcr ChlefBV$-03721A009400020007-7

Proposed legislation

o date siz months after the date of the
examination showing recovery or until
the date of reinstatement to active duty in
the Service, whichever is earlier. TFees for
examinations under this provision, to-
gether with reasonable traveling and
other expenses incurred in order to
submit to examination, shall be paid
out of the Fund. If the annuitant fails
to submit to eraminalion as required
under this section, payment of the annuity
sholl be suspended until continuance of
the disabilily is satisfactorily established.

(c) If a recovered disability annustant,
whose annuity s discontinued, is for any
reason not reinstoted to active duty, or
reappointed to a higher class in the Serv-
ice, he shall be considered to have been
separated within the meaning of section
834 as of the date he was retred for dis-
ability and he shall, after the discontinu-
ance of the disability annuily, be entitled
to the benefits of that section or of section
841(a) except that he may elect voluniary.
retirement tn accerdance with the provi-
stons of section 636 if he can qualify
under s provisions.

(d) No participant shall be entilled to
recetve an annwily under this Act and
compensation for injury or disebility to
himself under the Federal Employees’
Compensation Act of September 7, 19186,
as amended, covering the same period of
time. This provision shall not bar the
right of any claimant to the greater bene-
fit conferred by either- Act for any part
of the same period of time. Neither this

" provision nor any provision of the Act

No existing legislation.

of September 7, 1916, as amended, shall
be so construed as to deny the right of
any person lo receve an annutly under
this Act by reason of his own services
and to receive concurrently any . payment
under such Act of September 7, 1916, as
amended, by reason of the death of some
other persons. .

(¢) Notwithstanding any provision of
law to the contrary, the right of any
parlicipant entitled to an annuity under
this Act shell mot be affecled because
such participant has received an award
of compensalion in a lump sum under
section 14 of the Act of September 7,
1916, as amended, except that where such
annuily is payable on account of the
same disability for which compensation
under such section has been paid, so
much of such compensation as has been
paid for any period extended beyond the
date such annuity becomes effective, as
determined by the Secretary of Labor,
shall be reg’unded to the Department of
Labor, to be paid into the Federal Em~
ployees’ Compensation Fund. Before
such person shall receive such annuily
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he shall (1) refund to the Department
of Labor the amount representing such
compuled payments for such (xtended
period, c¢r (2) authorize the deduction
of such a-nount from th annuity payable
to him under this Act, which amount
shall be iransmitted to such Department
Jor reimb irsement to such Fund. Deduc-
tions from such annuity may be made
from accrued and accruing payments, or

Ewisting legislation

may be prorated against and paid from .

accruing payments in such manner as
the Secreary of Labor shall determine,
whenever he finds that the financial cir-
cumstances of the annuitant are such as
to warran! such deferred refunding.

Amendments to section 831 are proposed in ordsr to remedy certain defects in
existing law. The provisions concerning annual eamination of disability annui-
tants are made more strict and a new provision is also made for reinstatement of
a disability annuitant who recovers to such an extent that he may return to active
duty. Under existing provisions there is no clear .iuthorization for the reinstate-
ment of a recovered disability annuitant.

The provisions relating to physicians and surgeons who make the examinations
upon which disability retirement is determined anc upon which reemployment or
reinstatement may be based have been changed to provide for the designation by
the Secretary of one or more physicians or surgeons. Further, the provisions have
been changed to authorize the Secretary to make the determination, based on
reports of the physicians and surgeons designated by him, that annuitants shall
be retired on disability or reinstated or reappointed in the Service. It is con-
templated that this will result in the establishment by regulation of a medical
board designated by the Seerctary to advise h'm with respect to disability
retirement.

The present law provides that any participant who has 5 years of service credit
is eligible for disability retirement. The proposcd amendment would exclude
from those 5 years free service credit granted for military service for which no
contributions have been made to the fund.

The existing law provides that a disability aniuitant is automatically given
o minimum of 20 years of service credit. This prcvision is amended to limit the
amount of extra service credit that can be credited to a disability annuitant to
the difference between his age at the time of retirement and the mandatory retire-
ment age applicable to his class in the Serviee. T credit him with more service
credit than he could acquire should he continue i the Service until he reached
the retirement age would be unwarranted.

Provision is also made to prevent duplication of disability benefits by the
Foreign Service retirement and disability system and the Federal Employees’
Compensation Bureau, The last sentence of paragraph (d) is based upon anal-
ogous provisions of the Civil Service Retirement Act and has the same intent;
to permit a widow to receive an annuity in her ovmn right; that is, based on her
own service as an employee of the U.S. Governrient, and also to receive any
compensation payable gy reason of the death of her husband resulting from injury
sustained in the performanee of his duty as an employee of the U.8. Government.

DEATH IN BERVICE

Ezisting legislation

Sec. 832. [In case a participant shall
die without having established a wvalid
claim for annuity, the total amount of
his contributions with interest thercon
at ‘4 per centum per annum, com-
pounded on June 30 of each year, except
as provided insection 881 and as herein-
afterIprovided in this section, shall be
paid "to his legal representatives in the
order,of precedence given under section

Proposed legislation

Suc. 832, (a) In case a participant
shall die and no valid claim for annuily is
payable wider the provisions of this Act,
his contriutions lo the Fund, with in-
terest, shall be paid in accordance with
the provisions of sections 841(a) and 881.

b) If « participant who has at least
five years of service credit toward relire-
ment under the system, excluding militar
or naval scrvice that is credited in accord-
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Emstijng lqgislation

841 upon the establishment of a valid
claim therefor. If tho deceased par-
ticipant rendered at least five years of
service, and is survived by a widow to
whom he was married for at least three
years, or who is the mother of issue by
such marriage, such widow shall be paid
an annuity equal to the annuity which
she would have been entitled to receive
if her husband had been retired on the
date of his death and had elected to re-
ceive a reduced joint and survivorship
annuity, computed as prescribed in sec-
tion 821, providing the maximum abp-
nuity for his widow, unless prior to the
date of his death he shall have elected,
in lieu of such widow’s annuity, and
with the approval of the Secretary, to
have his deductions returned with
interest as provided in the first sentence
of - this section -covering participants
dying without having established a
valid claim for annuity, If the de-
ceased participant had had less than
twenty years of service at the time of
his death, the annuity payable to his
widow shall be computed on the assump-
tion that he had had twenty years of
service.}

Proposed - legislation

ance with the provistons of sections 851 or
862(a)(2), dics before separation or retire-
ment from the Service and is survived by
¢ widow or a dependent widower, who
qualifies for an ennuwily under the pro-
visions of paragraph (b) of section 821,
such widow or dependent widower shall be
enlitled to an annudly equal lo 50 per
centum of the annuity compuled tn accord-
ance with the provisions of paragraph (e)
of this section and paragraph {a) of sec-
tton 821.  The annuily of such widow or
dependent widower shall commence on the
date following death of the participant and
shall terminate upon death of the widow or
dependent widower or wpon the dependent
wrdower’s becoming capable of self-
support.

(¢) If a participant who has at least
five years of service credit toward retire-
ment under the system, excluding military
or naval service that 1s crediled wn accord-
ance with the provisions of sections 851
or 862(a)(2) dies before separation or
retirement from the Service and s survived
by a widow or a dependent widower, who
qualifies for an annwily under the provi-
sions of paragraph (b) of section 821,
and o child or children, each surviving
child shall be entitled to an annuity com~
puted in accordance with the provisions
of paragraph (¢) (1) of section 821. The
child’s annuity shall begin and be termi-
nated in accordance with the provisions
of paragraph (¢) of section 821. Upon
the death of the surviving widow or de-
pendent widower or lermination of the
annutty of a child, the annuily of any
other child or children shall be recomputed
and paid as though such widow or depend-
ent widower or child had not survived the
participant.

(d) If a participant who has af least
Jfive years of service credit toward retire-
ment under. the system, excluding melitary
or naval service that is credited in accord-
ance with the provisions of sections 851
and 862(a)(2), dies before separation or
retirement from the Service and is not
survived by a widow or widower, but by
a child or children, each surviving child

“shall be entitled to an annuily computed

in accordance with the provisions of pora-
graph (c)(2) of section 821. The child’s
annuily shall begin and terminate wn ac-
cordance with the provisions of paragraph
(e) of section 821.

(e) "If, at the time of his or her death,

" the deceased participant had less than 20

years of service credit toward retirement
under the system, the annuities payable
in accordance with paragraph (b) of this:
section shall be computed tn accordance
with the provisions of section 821 on the
assumpiion he or she had had 20 years of
service, but the additional service credit

Approved For Release 1999/08/27 : CIA-RDP78-03721A000400020007-7



Approved For,Release 1999/08/27 . &Jﬁll'\éipE\’ﬂgﬁgﬁgﬁlsA000400020007-7

Bwisting legislation Proposed législation

that ma y accrue to a deceased participant ‘jb
under this provision shall in no case exceed i
the difference between his or her age on

the date of deaih and the mandatory retire-

ment ag2 applicable to his or her class in

the Service. In all cases arising under

paragraohs (b), (c), (d) or () of this

section, it shall be assumed that the de-

ceased participant was qualified for retire-

ment on the date of his death.

'This section is changed to take into aceount the fact that for the first time
married females have become participants in the system. A limitation is placed
on the amount of free service credit that can be counted in computing annuities
for the same reason as that set forth in section 831. The provision inserted in
section 831 forbidding the inclusion of credit for military serviee in the “five-
year period of service” is included in this section also. It should be recalled here
that section 821(b) authorizes a survivorship aniuity only for a widow who has
been married to a participant 2 years or is the mother of issue by such marriage.
Section 832, by its reference to section 821, makes this limitation equally applicable
in the case of a widow’s annuity in the event cf the death in service of a par-

ticipant.
DISCONTINUED SERVICE REIIREMENT
Ezisting legislation Proposed legislation
No existing legislation. Sec. 834. (a) Any participant who

voluntarily separates from the Service
after oblaining at least five years of service
credit toward retirement under the system,
excludir g military or naval service that i3
credited tn accordance with the provisions
of secticns 861 or 852(a)(2), may, upon -~
separatiom from the Service or at any time i
prior to becoming eligible for an annuity, R
elect to nave his contribulions lo the Fund
returnea to him in accordance with the
provisions of section 841, or to leave his
contributions in the Fund and receive an
annuity computed as prescribed in sec-
tion 82i commencing at the age of sixty
years. The provisions of paragraph (f)
of secticn 821 shall not be applicable to
such participanis.
) I’ a participant who has qualified
in accor lance with the provisions of para-
graph (a) of this section, to receive a
deferred annuity commencing at the age of
sizty dics before reaching the age of sixty
his coniribulions to the Fund, with
interest, shall be paid in accordance with
the prov.sions of sections 841 and 881, =

Section 834 is new in Foreign Service legislation. While participation in the
Foreign Service retirement system was limited to a small Foreign Service officer
corps, there was comparatively little need for a provision covering discontinued
service, since resignations and separations of ofiicers were relatively infrequent
after they had acquired as much as 5 years of service. Now, however, since the
‘Foreign Service officer corps has been greatly expsnded and certain staff personnel
have been brought under the Foreign Service retirement system, we can expect a
larger proportionate number of voluntary separations than formerly. It is for
this reason that the Department needs legislaticn covering discontinued service
annuities which are similar to those of the civil serviee system.

{

£
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Part E—DisprositioN oF CONTRIBUTIONS AND INTEREST IN ExXcEsSs oF BENEFITS
RECEIVED

Ezisting legislation

SEc. 841. (a) Whenever a participant
becomes separated from the Scrvice
without beeoming eligible for an annu-
ity or a deferred annuity in acecordance
with the provisions of this Act, the total
amount of contributions from his salary
with interest thereon at 4 per centum
per annum, compounded annually [up
to the date of such separationl, cxeept
as provided in scetion 881, shall be re-
turned to him,

(b) In the event that the total con-
tributions of a retired partieipant, other
than voluntary contributions made in
accordance with the provisions of sec-
tion 881, with interest [compounded
annually] at 4 per centum added there-
to, exceed the total amount returned to
such participant or to an annuitant
claiming through him, in the form of
annuities, accumulated at the same rate
of interest up to the date the annuity
payments cease under the terms of the
annuity, the excess of the accumulated
contributions over the accumulated an-

nuity payments shall be paid in the fol--

lowing order of precedence, upon the
establishment of a valid elaim therefor:

(1) To the beneficiary or benefi-
ciaries designated by the retired par-
ticipant in writing to the Secretary;

(2) If there be no such beneficiary,
[to the duly appointed executor or
administrator of the estate of the re-
tired participant];

(3) LIf there be no such beneficiary,
or executor or administrator, pay-
ment may be made to such person or
persons as may appear in the judg-
ment of the Secrctary to be legally
entitled thereto, and such payment
shall be a ban to recovery by any
other person.]

" Proposed legislation

Sec. 841. (a) Whenever a participant
becomes separated from the Service
without becoming eligible for an annu-
ity or a deferred annuity in aceordance
with the provisions of this Act, the total
amount of contributions from his salary
with interest thereon at 4 per centum
per annum, compounded annually at the
end of each fiscal year through June 30,
19568; semi-annually as of December 31,
1968; annually thereafier as of December
31, and proporiionately for the period
served during the year of separation in-
cluding all coniributions made during or
for such period, except as provided in
section 881, shall be returned to him. -

(b) In the event that the ‘total con-
tributions of a retired participant, other
than voluntary contributions made in
accordance with the provisions of see-
tion 881, with interest at 4 per centum
per annum compounded onnually us ¢
provided in paragraph (¢) of this section
added thereto, exceed the total amount
returned to such participant-or to an
annuitant claiming through him, in the
form of annuities, accumulated at the
same rate of interest up to the date
the annuity payments cease under the
terms of the annuity, the excess of the
accumulated contributions over the ac-
cumulated annuity payments shall be
paid in the following order of preced-
ence, upon the establishment of a valid
claim therefor, and such payment shall
be a ban to recovery by any other person:

(1) To the beneficiary or benefi-
ciaries designated by the retired par-
ticipant in writing to the Secretary;

(2) If there be no such beneficiary,

o the widow or widower of such par-

ticipant;

(3) If none of the above, to the child
or children of such particepant and
descendents of ~deceased children by
representation; ’

(4) If none of the above, to the par-
enls of such participant or the survivor

~ of them; :

(6) If none of the above, to the duly
appointed executor or administrator of
the estate of such participant;

(6) If none of the obove, to other
next of kin of such participani as may
be determined by the Secretary in his
Judgment to be legally entiiled thereto.

-



Ewxisting legislation

(¢) No payment shall be made pur-
suant to paragraph (b) [(3)] of this
section until after the expiration of
thirty days from the death of the re-
tired participant or his surviving an-

Proposed legislation

(¢) No payment shall be made pur-
suant to paragraph (b)(6) of this sec-
tion until after tie expiration of thirty
days from the death of the retired par-
ticipant or his surviving annuitant.

-
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nuitant.

Sections 841 and 881 provide, in addition to other provisions, the basis upon
which interest is computed on mandatory econtributions that exceed benefits
received under the Foreign Service retircment and disab:lity system and upon
voluntary contributions to the fund. Beecause they set the periods upon which
interest on these contributions is compounded, they also eontrol the recordkeeping
and reporting on the Foreign Service retirement and disability fund. Paragraphs
841 (a) and (b) have been amended to establish the compcunding of interest and
the keeping of records on a calendar-year basis instead of 1 fiseal-year basis as is -
now required by existing language. This will simplify the administration of the
Foreign Service retirement and disability fund by providir g a uniform system of
controls and records for all retirement and tax deductions, payrolls, and for the
computation of interest on retirement deductions. At ths present time records
and reports pertaining to the civil service retirement funi, the Federal income Py
tax, and the FICA tax are all maintained on a calendar-year basis. The fact
that the Foreign Service retirement and disability fund has had to be maintained
on a figseal-year basis has necessitated a separate system of recordkeeping involving
6-month reports from Foreign Service posts on contributions to the fund, and a
separate system for the compilation of retirement deduetions. An amendment to
the civil service retirement system, similar to this, was male by Public L.aw 2186,
approved March 9, 1945 (79 Stat. 577). This change i1 the Foreign Service
retirement and disability system will help reduce the cost of the administration
of the system as the number of participants increases ‘with expansion of the
: Foreign Service.
| The proposed additional changes in paragraphs (b) and (e¢) of this section are
: for the purpose of bringing the provisions relating to the crder of precedence for
the payment, when annuity payments ccase, of contributions and interest in
excess of henefits received into conformity with standerd actuarial practice.
This will be an administrative convenience since it will further standardize T
accounting practices in the Department.

g

Rt AP

Parrt F—PERIOD OF SERVICE FOR ANNTUITIES

COMPUTATION OF LENGTH OF SERVICE

Exzisting legislation

Smc. 851. For the purposes of this
title, the period of service of a partici-
pant shall be computed from the effec-
tive date of appointment as a Foreign
Service officer, or, if appointed prior to
July 1, 1924, as [diplomatic secrctary,
consul general, consul, vice consul,
deputy consul, consular assistant, con-
sular agent, commercial agent, inter-
preter, or student interpreter, and shall
include periods of service at different
times as either a diplomatie or consular
officer, or while on assignment to the
Department, or while on special duty
or service in another department or
establishment of the Government, or
while on any assignment in accordance
with the provisions of part H of title V,J
but all periods of separation from the
Service and so much of any. leaves of
absence as may exceed six months in the
aggregate in any calendar year shall be
excluded, except [sick} leaves of ab-

Proposcd legislation

Sec. 851. For the purposes of this
title, the period of service of a partici-
pant shall be computed from the cffec-
tive date of appointment as a Foreign
Service officer, or, if appointed prior to
July 1, 1924, as c¢n officer or employee of
the Diplomatic or Consular Service of the
Unated Slates, or who becomes a partici-
pant under the provisions of this Act, .as
amended, but all periods of separation
from the Serviee and so much of any
leaves of absence without pay as may
exceed six months in the aggregate in
any calendar year shall be excluded, ex-
cept lcaves of absence while recewing
benefits under the Federal Employees’
Compensalion Aci of Seplember 7, 1918,
as amended, and leaves of absences
granted participsnts while performing
active and honorible military or naval
gervice in the Army, Navy, Air Force,
Marine Corps, o: Coast Guard of the
United States.
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FOREIGN SERVICE ACT AMENDMENTS i

Baisting legislation Proposed legisiation

sence [for illness or injury in incurred in
the line of duty, with or without pay,]

i and leaves of absences granted partici-
pants while performing active military
or naval service in the Army, Navy,
Marine Corps, or Coast Guard of the

ot United States.

The language of the former section 851 has been simplified and clarified with
respect to periods of service which are creditable toward retirement. In addi-
tion, specific provision has been made to give participants full service credit
toward retirement while they are on leaves of absence during which they receive
benefits from the Bureau of Employees’” Compensgation. The insertion of the
phrase “and honorable” in relation to - ‘military and naval scrvice precludes the

R possibility of a participant receiving credit for military service for which he has
received a ‘““dishonorable’’ discharge.

PRIOR SERVICE CREDIT

Approved For Release 1999/08/27 : CIA-RDP78-03721A000400020007-7

Existing legislation

Smc. 852, (a) A participant may, sub-
ject to the provisions of this sectiom,
include in bis period of service—

(1) service performed as a civilian
officer or employee of the Govern-
ment prior to becoming a partici-
pant; and

(2) active military or naval service
in the Army, Navy, Marine Corps,
Air Force, or Coast Guard of the
United States.

(b) A person may obtain Feredit
for} prior service by making a special
contribution to the Fund equal to &
per centum of his annual salary for
each year of service for which credit is
sought subsequent to July 1, 1924,
[with interest thereon to date of pay-
menf compounded annually at 4 per
centum, except that no special con-
tributions shall be required for periods
of active military or naval service in
the Army, Navy, Marine Corps, Air
Force, or Coast Guard of the United
States prior to becoming a participant.]}
Any such participant may, under such
conditions as may be determined in
each ingtance by the Secretary, pay
such special contributions in install-
ments fduring the continuance of his
service].

43120596

Proposed legislation

Swc. 852. (a) A participant may,
subject to the provisions of this section,
include in his period of service—

(1) service performed as a civilian
officer or employce of the Govern-
ment, sncluding the municipal govern-
ment of the District of Columbia, prior
to becoming a participant; and

(2) active and honorable military
or naval service in the Army, Navy,
Marine Corps, Air Force, or Coast
Guard of the United States.

(b) A person may obtain prior civil-
jan service credit in accordence twih the
provistons of paragreph (@) (1) of this
section by making a special contribution
to the Fund equal 0 5 per centum of his
basic annual salary for each year of
service for which credit is sought sub-
sequent to July 1, 1924, and prior fo
the effective date of this Act, and af 6%
per centum thereafter with tnterest com-
pounded annually at 4 per centum per
annum to the dale of payment. Any
such participant may, under such con-
ditions as may be determined in each
instance by the Secrectary, pay such
special contributions in installments.

() (1) If an officer or employee under
some other government retirement system,
becomes o participant in the Foreign
Service Retirement and Disability system
by direct transfer, such officer or employee's
total contributions and deposits, including
inlerest accrued thereon, except voluntary
conlributions; shall be transferred to the
Foreign Service Relirement and Disability
Fund effective as of the date such officer or
employee becomes a participant in the
system. Fach such officer or employee
shall be deemed to consent to the transfer



78 FOREIGN SERVICE ACT AMENDMENTS

Baisting legislation

No existing legislation.

[(e) Nothing in this Aect shall be
construed so as to affect in any manner
a participant’s right to retired pay,
pension, or compensation in addition to
the annuities herein provided, but no
participant may obtain prior service
credit toward an annuity under the
Foreign Service Retirement and Dis-
ability System for any period of service,
whether in a civilian or military capa-
¢ity, on the basis of which he is receiving
or will in the future be entitled to receive
any annuity, pension, or other retire-
ment or disability payment or
allowance.}

Preposed legislation

of such funds and such transfer shall be a
complete discnarge and acquitiance of all
claims and demands -against the other
government- re'trement fund on account of
service rendeced prior o becoming «a
porticipant in the Foreign Service Retire-
ment and Disability system.

(2) No officer or employee, whose con~
tributions are transferred to the Foreign
Service Retirement and Disability Fund
in accordance with the provisions 0}{ para-
graph (c)(I) of this section, shall be
required to mare contributions in addition
to those transferred, for periods of service
for which full rontributions were made to
the other goverr:ment retirement fund, nor
shall any refund be made to any such
officer or employee on account of coniri-
butions made furing any period to the
other government relirement fund, at a
higher rate thar. that fized by section 811
of this Act for contributions o the Foreign
Service Reliremmt and Disability system.

(8) No officerr or employee, whose con-
tributions are t-ansferred to the Foreign
Service Retiremomd and Disability Fund
in accordance w:'th the provisions ¢f para-
graph (c) (1) of this seclion, shall receive
credit for pericds of prior service for
which a refund of contributions has been
made, or for whi'ch no contribulions were
made to the other governmenl retirement
fund. A perticipant may, however, ob-
tain credit for such prior service by making
a special conlrbution to the Forewgn
Service Retirement and Disability Fund
in accordance with the provisions of para-
graph (b) of this section.

(d) No participant may obtain prior
awilian service credit toward retirement
under the Foreign Service Retirement and
Disability system for any period of civil-
ian service on the basis of which he is
recetving or will «n the future be entitled
to recewe ony cnnuity under another
retirement system covertng civilian per~
sonnel of the Government.

(e) A participunt may oblatn prior
military or naval cervice credit in accord-
ance with the provisions of poragraph
(a)(2) of this secton by applying for it

to the Secrelary jwior to retirement or

separation from the Service but in the case
of a participant who is eligible for and
recetves retired pay on account of military
or naval service the period of service
upon which such reired pay is based shall
not be included excapt that in the case of
a participant who is eligible for and re~
cerves relived pay o account of a service-
connected disabilily incurred in combat
with an enemy of the United States or
resulling from an e:plosion of an instru-
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Eaisting legislation

[CREDIT FOR SERVICE WHILE ON
MILITARY LEAVE

[Stc. 854. Contributions shall not
be required covering periods of leave of
absence from the Service granted a
participant while performing active
military or naval service in the Army,
Navy, Marine Corps, or Coast Guard of
the United States.}_i
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Proposed legislation

ment of war and incurred in line of duly
during an enlistment or employment as
provided in Veterans Regulations Num-
bered 1(a), part I, paragraph I, or 18
awarded under title [I11 of Public Law
810, 80th Congress, the period of such
military or naval service shall be included.
No coniributions to the Fund shall be
required in comnection with military or
naval service credited to o participant in
accordance with the provisions of para-
graph (a)(2) of this seclion.

Section 852(a) has been changed to include in creditable prior civilian service,
.serviee in the municipal government of the District of Columbia and to provide
that ereditable military service shall have been honorable service.

Section 852(b) has been changed to clarify provisions relating to prior civilian
-gerviee and to provide that prior civilian service may be obtained by making spe-

cial contributions to the Fund equal to
.gervice for which credit is sought prior

5 percent of basic salary for each year of
10 the effective date of this act and at 6%

percent thereafter with interest compounded annually at 4 percent per annum

to the date of payment.

Hection 852(c) has been revised to provide for an automatie transfer of contribu-
tions to the Foreign Service retirement and disability fund from any other Gov-
.ernment retirement fund to which an employee has made contributions when he

‘becomes a partici
. direct transfer.

ant in the Foreign Serviee retirement and disability system by
his seetion also is designed to avoid duplication of eoverage of

a participant by two retirement systems cxcept that it permits such duplieation
when compensation is paid by the Veterans’ Administration for disability incurred
“in combat or when a participant is entitled to an annuity under the provisions of

title 11T of Public Law 810, 80th Congress.

The changed language of this section

by removing the clause ‘“but no participant may obtain prior service credit * * *

. on the basis of which he is receiving or will in the future be entitled to receive an
_annuity, pension, or other payment or allowance” prevents misinterpretation and
the possible denial of full annuity benefits to veterans who have been declared dis-

_abled or who may in the future be placed in such classification,

or who are awarded

-sueh benefits under Public Law 810, 80th Congress.

Ezisting legislati’on

ParTr H—[OrricERS REINSTATED IN
THE SERVICE]

Sgke. 871. [A Foreign Service officer
-reinstated} in the Service in accordance
with the provisions of [section 520(b)]
.shall, while so scrving, be entitled in
ilieu of his retirement allowance to the
sfull pay of the class in which he is [tem-
porarily] serving. During such serviee,
he shall make contributions to the Fund
.in accordance with the provisions of
.section 811, [If the annuity he was
-receiving prior to his reinstatement in
~the Service was based on less than 35
years of service credit, the} amount of
“his annuity when he reverts to_the re-
-tired list shall be recomputed [on the
‘bagis of Lis total service credit].

Proposed legislation

Parr H—ANNUITANTS RECALLED OR
REINSTATED IN THE SERVICE OR RE-
EMPLOYED IN THE GOVERNMENT

RECALL

Smo. 871. Any annuilant recalled to
active duty in the Service in accordance
with the provisions of paragraph (b)
of section 520 or paragraph (b) of section
881 shall, while so serving, be entitled
in licu of his retirement allowance to the
full pay of the class in which he is serv-
ing.  During such serviee, he shall make
contributions to the Fund in acecordance
with the provisions of section 811,
The amount of his annuity when he
reverts to the retired list shall be re-
computed in accordance with the pro-
visions of section 821.

This section as amended will eontinue to make the recomputed annuity of an

officer who has been recalled or reinstated in the Service and retired a gecond time,
-gubject to the limitation on the maximum annuity payable an officer under the

- -provisions of seetion 821.
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Fxisting legislation Proposed legislation
. REE} PLOYMENT M
No Existing Legislation. SEc. 872. (a) Notwithstanding any

other provision of law, any oficer or em—
ployee of the Service, who has retired under
this Act as amended and is 7ECCTVING an
annuity pursuant thereto, and who is re-
employed in the Foderal Government Serv-
ice In any appoiniive posilion either on
pari-time or full-time basis, shall be en-
titled to receive the salary of the position
tn which he is sewing plus so much of
his annuity payasle under this Act, as
amended, which wiien combined with such
salary does not excced during any calendar
year the highest busic salary such officer
or employee was entitled to receive under
sections 412 or 415 of the Act as amended,
on the date of his retirement from the
Service. Any suca reemployed ‘officer or
employee who receives salary during any
calendar year in evcess of the mazimum
amount which he may be entitled to recesve
under this subparagraph shall be entitled
to such salary in lieu of benefits hereunder.
(0) When any such relired officer or
employee of the Service is reemployed, the
employer shall not'fy the Depariment of
State of such reemployment, logether with
all pertinent inforisation relaiing therelo
and shall cause to ve paid, by transfer. or
otherwise tothe Dejpartment of State funds
necessary 1o cover (ross salary, employer A
contributions, and jross lump sum leave Nl
payment relating lo the employment of the
reemployed officer or employee. The
Depariment of State shall make to and on
behalf of the reemplcyed officer or employee
paymenls to which lie is entitled under the
provisions of paragraph (a) of this sec-
tion, and shall make those withholdings
and deductions authorized and required
by law,
(c) In_ the event of any overpayment
under this section the Secretary of State
18 aquthorized to wihhold the amount . of
such overpayment from the salary payable
lo such reemployed sfficer or employee or
Sfrom his annuity.

Under existing legislation an officer or employee of the Service who has retired
}mder the Foreign Service retirement and disability system :¢nd who is employed
in any position in the Federal Government must forfeit his annuity during the
time of such employment. An officer or employee reemplcyed under the Civil
Service Retirement Act may be employed in Federal Governnient service and con-
tinue to receive his full annuity plus the difference, if any, between such annuity
and the salary of the position to which appointed. Officers and enlisted personnel
of the armed services are subject to a variety of provisions wlich permit, depend-
Ing upon the circumstances, benefits which range from deforral of full annuity
and receipt of full salary to the receipt of full annuity phs full salary or the
election thereof, ’
The purpose-of the proposed new section 872 is to permit the Federal Govern-
ment to employ Foreign Service personnel retired under the Fo eign Service Retire-
ment and disability system in appointive positions for whieb they are suited by
reason of experience, background, and ability. These provisicns would also apply A
3;0 retired officers or employees presently employed elsewhere in the Federal serv- -
ice and to separated officers or employees of the Service w 10, at a later date,
become entitled to deferred annuity benefits,
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This provision would permit the Government to compete on a more favorable
‘bagis with industry and to obtain the services of retired Yoreign Service personnel
-’ of }Eroven ability whose reemployment would be of benefit to the Government.

" The proposed new section 872 provides that officers and employecs retired under
the Foreign Service retirement and disability system recmployed in appointive
positions in the Federal Government service on a full-time, part-time or consultant
basis will reeeive full salary of the position to which appointed and in addition,
will receive such portion of their annuities as will make their total pay (i.e., the
salary of the position to which appointed plus retirement pay) equal, during any
calendar year, to the salary of one of the scheduled rates of compensation contained
in sections 412 or 415 of the act that such officer or employee was receiving at the
time of his retirement from the Service. The term “calendar year’’ as used in this
section means a year which begins on J anuary 1 and ends on December 31 of any
calendar year.

Salaries paid to Foreign Service personnel while serving as ambassadors, minis-
ters, or while assigned to positions the compensation of which exceeds the regular
Foreign Service salary will not be used as the basis for determining such officer or
employee’s total income under the provisions of this section.

Subparagraph (b) of this section provides that in order that the limitation upon
the total income imposed by subparagraph (a) may be controlled, the ageney of
the Federal Government reemploying the Foreign Serviee officer or employee

" shall pay to the Department of State funds nccessary to cover gross salary, em-
ployer contribution, and gross lump-sum leave payment relating to the employ-
ment of such officer or employce. Hurther, the Department of State is authorized
to pay to the officer or employee such salary and annuity as he is entitled to receive
under subparagraph (a) and to make withholdings and deductions in his bohalf
that are authorized and required by law, such as tax and FICA withholdings and
deductions for Government insurance, savings bonds, and retirement.

Since it is possible that overpayments under this section may be made, sub-
paragraph (¢) authorizes the Secretary to withhold the smount of any such over-
payment from salary payments to such officer or employee or from his annuity,

PART I—VoLUNTARY CONTRIBUTIONS

-’

Approved For Release 1999/08/27 : CIA-RDP78-03721A000400020007-7

EBxisting legislation

Smc. 881, (a) Any participant may,
at.his option and under such regulations
as may be prescribed by the President,
deposit. additional sums in multiples of
1 per centum of his basic salary, but not
in excess of 10 per céntum of such salary,
which amounts together with interest at
3 per centum per annum, compounded
[on June 30 of each year], shall, at the
date. of his retirement and at his elec-
tion, be—

. {¢) In case a participant shall become
separated from the Service for any
reason except retirement on an annuity,
the amount of any additional deposits
‘with interest at 3 per centum per annum,
compounded [annually], made by him
under the provisions of this paragraph
shall be refunded in the manner pro-
vided in section 841 for the return of
contributions and interest in the case of
death or.withdrawal from active scrvice,

Proposed legislation

SEc. 881, (a) Any participant may,
at his.option and under such regulations
as may be prescribed by the President,

-deposit additional sums in multiples of

1 per centum of his basic salary, but not
in excess of 10 per centum of such salary,
whieh amounts together with interest at
3 per centum per annum, compounded
annuolly at the end of each fiscal year
through June 30, 1958; semiannually as
of December 81, 1958; annually thereafter
as of December 31, and proporiionately
Jor the period served during the year of his
relirement including oll contributions
made during or for such period, shall, at
the date of bhis retirement and at his
election, be—

(c) In case a participant shall become
separated from the Service for any reca-
Son except retirement on an annuity, the
amount of any additional deposits with
interest at 3 per centum per annum,
compounded as ¢s provided in paragraph
(@) of this section, made by him under
the provisions of this paragraph. shall be
refunded in the manner provided in
section 841 for the return of contribu-
tions and interest in the case of death
or withdrawal from active service.

" Sections 881 and 841 provide, in addition to other provisions, the basis upon
which interest is ecomputed on mandatory contributions that exceed benefits
received under the Foreign Service retirement and disability system and upon



Approved850r Releasg 1999/08/27 - CIA-RDE18:0:3721A000400020007-7

voluntary contributions to the fund. Because they sst the periods upon which

interest on these contributions is compounded, they also control the recordkeeping A
and reporting on the Foreign Service retirement and d:sability fund. Paragraphs
881 (a) and (¢) have been amended to establish the ecmpounding of interest and

the keeping of records on & calendar year basis instead of a fiscal year basis as is

now required by existing language. This will simplify the adminmistration of the

Foreign Service retirement and disability fund by pro riding a uniform gystem of

controls and records for all retirement and tax dedueions, payrolis, and for the
computation of interest on retirement deductions. At the present time records

and reports pertaining to the eivil service retirement fu nd, the Federal income tax,

and the FICA tax are all maintained on a calendar yeur basis. The fact that the

Foreign Service retirement and disability fund has Fad to be maintained on a

fiscal vear basis has necessitated a separate system of recordkeeping involving

6 months’ reports from Forcign Service posts on contributions to the fund, and a

separate system for the compilation of retirement dcductions. An amendment

to the civil serviee retirement system, similar to this, wns made by Publie Law 216, .
approved Mareh 9, 1945 (79 Stat. 577). This change in the Forcign Service

retirement and disability system will help reduce the cost of the administration

of the system as the number of participants increeses with expansion of the

Foreign Service.
TITLE X. MISCELLANEQUS

Parr C—GIirTs

Ezisting legislation

Src. 1021. (a) -The Sceretary may ac-
cept on behalf of the United States gifts
made unconditionally by will or other-
wise for the benefit of the Service or for
the carrying out of any of its functions.
Conditional gifts may be so accepted Lif
recommended by the Director Generall],
and the principal of and income from
any such conditional gift shall be held,
invested, reinvested, and used in accord-
ance with its conditions, but no gift
shall be accepted which is conditioned
upon any expenditure not to be mct
therefrom or from the income thercof
unless such expenditure has been ap-
proved by Aet of Congress.

(b) Any unconditional gift of money
accepted pursuant to the authority
granted in paragraph (a) of this section,
the net proceeds from the liquidation
ipursuant to paragraph (c) or paragraph

d) of this section) of any other prop-
erty so accepted, and the proceeds of
insurance on any such gift property not
used for its restoration, shall be de-
gosited in the Treasury of the United
tates and are hereby appropriated and
shall be held in trust by the Secretary
of the Treasury for the benefit of the
Service, and he may invest and reinvest
such funds in interest-bearing obliga-
tions of the United States or in obli-
gations guaranteed ds to both principal
and interest by the United States.
Such gifts and the income from such
investments shall be available for ex-
penditure in the operation of the Serv-
ice and the performance of its functions,
subject to the same examination and
audit as is provided for appropriations
made for the Service by Congress.

Proposed legislation

Suc. 1021, (a) The Secretary may ac~
eept on behelf of the United States gifts
made unconditionally by will or other-
wise for the >enefit of the Department in-
cluding the Service or for the carrying
out of any of its functions. Conditional
gifts may be so accepted at the discretion
of the Secrelcry, and the principal of and
income from any such conditional gift
shall be held, invested, reinvested, and
used in acccrdance with its conditions,
but no gift shall be accepted which is
conditioned upon any expenditure not
to be met tlerefrom or from the income
thereof unless such expenditure has been
approved by Act of Congress.

(b) Any unconditional gift of money
accepted pirsuant to the authority
granted in paragraph (a) of this section,
the net prcceeds from the liguidation
(pursuant t¢ paragraph (c) or paragraph
(d) of this section) of any other rrop-
erty so accepted, and the proceeds of
insurance c¢n any such gift property
not used for its restoration, shall be
deposited in the Treasury of the United
States and ure hereby appropriated and
shall be hell in trust by the Secretary
of the Treesury for the benefit of the
Department including the Service, and
he may invast and reinvest such funds
in interest-bearing obligations of the
United States or in obligations guaran-
teed as to both principal and interest
by the United States. Such gifts and
the income from such investments shall
be available for expenditure in the oper-
ation of th: Department including the
Service anl the performance of its
functions, subject to the same exami-~
nation and audit as is provided for
appropriations made for the Department
including thie Service by Congress.

-~
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Eaisting legislation

i(c) The evidences of any uncondi-
tional gift of intangible personal prop-
erty, other than money, ' accepted
pursuant to the authority granted in
paragraph (a) of this section, shall be
deposited with the Secretary of fhe
Treasury and he, in his discretion, may
hold them, or liquidate them except
that they shall be liquidated upon the
request of the Secretary whenever
necessary to meet payments required
in the operation of the Service or the
performance of its functions. The
. procceds and income from any such

roperty held by the Secretary of the
I[)‘reasury shall be available forexpendi-
ture as is provided in paragraph (b)
. of this section.
» (d) The Secretary shall hold any real
property or any tangible personal prop-
erty accepted unconditionally pursuant
to the authority granted in paragraph
(a) of this section and he shall permit
such property to be used for the oper-
ation of the Bervice and the performance
of its funetions or he may lease or hire
such property, and may insure such
property, and deposit the income thereof
with the Secretary of the Treasury to
be available for expenditure as provided
in paragraph (b) of this section. The
income from any such real property or
tangible personal property shall be avail-
able for expenditure in the discretion of
the Seeretary for the maintenance, pres-
ervation, or repair and insurance of such
property and any proceeds from insur-
ance may be used to restore the prop-
erty insured. Any such property when
not required for the operation of the
Service or the performance of its func-
tions may be liquidated by the Seerc-
tary, and the proceeds thereof deposited
with the Secretary of the Treasury,
whenever in his judgment the purposes
of the gifts will be served thereby.

Proposed Tegislation

(c) The evidences of any uncondi-
tional gift of intangible personal prop-
erty, other than money, accepted
pursuant to the authority granted in
paragraph (a) of this section, shall be
deposited with the Secertary of the
Treasury and he, in his diseretion, may
hold them, or liquidate them exeept
that they shall be liquidated upon the
request of the Secretary whenever
necessary to meet payments required in
the operation of the Department including
the Service or the performance of its
functions. The proceeds and income
from any such property held by the
Secertary of the Treasury shall be
available for expenditure as is provided
in paragraph (b) of this section.

(d) The Secretary shall hold any real
property or any tangible personal prop-
erty accepted unconditionally pursuant
to the authority granted in paragraph
(a) of this section and he ghall permit,
such property to be used for the opera-
tion of the Department including the
Service and the performance of its func-
tions or he may lease or hire such prop-
ertgr, and may insure such property,
and deposit the income thereof with the
Sceretary of the Treasury to be avail-
able for expenditure as provided in par-
agraph (b) of this section. The income
from any such real property or tangible
personal property shall be available for
expenditure in the discretion of the Scc-
retary for the maintenance, preserva-
tion, or repair and insurance of such
property and any proceeds from insur-
ance may be used to restore the property
insured. Any such property when not
required for the operation of the Depart-
ment including the Service or the per-
formance of its functions may be liqui-
dated by the Secretary, and the proceeds
thercof deposited with the Secretary of
the Treasury, whenever in his judgment
the purposes of the gifts will be served
thereby.

The proposed amendment to section 1021 would broaden the authority of the

Department to aceept and use
for the Foreign Service.
Institute is now restricted

gifts on a departmentwide basis rather than solely
In suing gifts for training purposes the Foreign Service
to training Foreign Service personnel whereas the

inclusion of departmental personnel in the same training programs might be fully

justifiable.
positions and they may be
departmental personnel.

Many of the positions in the Department are classified as dual service
occupied- alternatively by either Foreign Serviee or
While training programs made possible by gifts will

usually be designed for Foreign Service personnel it will be in the public interest
to include in such programs certain departmental officers and employees.

New MiscELLANEOUS PROVISIONS

SEc. 39. Section 11 of Public Law 885, 84th

Congress (70 Stat. 890) is hereby

amended by inserting after the phrase “Government—owned vehicles” the phrase

“or taxicabs”
the phrase “other than taxzicabs’’.
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Under the existing provisions of section 11 of Puklic Law 885 the Secretary
of State may authorize any chief of a diplomatic 1t ission to approve the use
of Government-owned vehicles in any foreign country for transportation of
TU.S. Government employees from their residence to the office and return
when public transportation facilitics are unsafe or are not available. Under
this authority the Department provides, when cireumstances warrant, trans-
portation for U.S. employees, including Marine guards who are stationed
at Foreign Service posts for official guard duty, from their place of residence
to the place of their employment. Frequently ttis type of transportation
is required only for those U.S. CGovernment emplyyees and Marine guards
who are assigned to night duty, since public tremsportation facilities are
considered safe and are available during normal business daytime hours.
When public transportation facilities such as streel railway systems, subway
systems, and buses are inoperative or are on” drastically reduced schedules
during the nighttime hours, adequate and satisiactory taxicab service is
often available. However, taxicab service is considered part of “public
transportation facilities’”” and personnel using taicabs may not be reim-
bursed for taxicab fares. As a result, at many posts Government-owned
vehicles must be operated by Government employed chauffeurs during the
night hours, exclusively for the use of a small nunber of U.S. Government
employees, including Marine guards.. Tn many irstances the cost of main-
taining this chauffeur-operated vehiele service is not justified by the number
of people transported. The cost of sueh transporte tion could be considerably
reduced if taxicabs could be utilized. It is for tlis reason that the change
in section 11 of Public Law 885 has been proposed.

Spe. 40. Paragraph (4) of section 104(a) of the Iiternal Revenue Code of

1954 (26 U.8.C. 104(a)(4)) (relating to the exclusion from gross income of com-
pensation for injuries and sickness) is hereby amended to read as follows:
7 ((4) amounts received as a pension, annuity, or similar allowance for personal
injuries or sickness resulting from active service in the armed forces of any country
or in the Coast and Geodetic Survey or the Public Hea th Service, or as a disabil-
ity annuity payable under the provisions of section 831 of the Foreign Service
Act of 1946, as amended (22 U.8.C. 1081; 60 Stat. 1021).”

Section 41 amends paragraph (4) of section 104(2) of the Internal Revenue
Code of 1954 to exempt disability annuities from Federal income tax. This
is in keeping with provisions relating to disability' annuities payable by the
Federal Employees’ Compensation Bureau. This proposed amendment to
the Internal Revenue Code has been approved by the Bureau of Iiternal
Revenue, Treasury Department.

TEMPORARY PROVISIONS

Sgc. 41, TForeign Service staff officers and employee:. receiving basic compensa-
tion immediately prior to the effective date of this Act at one of the scheduled
rates provided by section 415 of such Act, as amended, shall be transferred to the
new classes established by section 415 of such Act, as amended, and shall receive
basic compensation on and after the effective date of 1his Act, as follows:

Present class and step rate of sec. 416 of the Foreign | Corresponding new class and step rate
Service Act of 1946, as amended (1058) of sec. 415 of th Foreign Service Act | Amount
of 1946, as amer ded by this act of adjust-
ments
Class dtep Rate Class 3tep Rate
FB8-lowecommannmmmmaann [ $13,160 | FSS~1.aeeeee 6 $13,310 $150
: 4 12, 830 5 12,080 150
31 12,480 4 12,650 170
2 12,120 3 12,320 200
1 11,770 2 11,980 220
FOS=2uccanccmmmnromanan 5 12,120 | F88-1..conae 3 12,820 200
4 11,770 2 11,990 220
3 11,485 | F88-2 - 7 11, 550 65
2 11, 205 6 11,275 70
: 1975%8 | Fes-2 8 15978 110
FOSBeracemcmmmmmmmm e 5 11,166 2 T
4 10, 885 5 , 000 115
'3 10, 600 4 10, 725 125
2 10, 320 3 10, 450 130
1 10, 030 2 10, 176 146
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Present class and step rato of sec. 415 of the Foreign | Corresponding new class and step rate
Servico Act of 1946, as amended (1958) of sec. 415 of the Foreign Service Act | Amount
7 of 1946, as amendcd by this act of adjust-
-’ ments
Class Step Rate Class Btep Rate
ST o N 5 $10,230 | FSS-2._....- 3 $10,450 $220
4 , 945 2 10,175 £30
3 9,665 | F88-8.ceuaan 7 9, 790 125
2 9, 380 6 9, 515 135
1 9, 095 b 9, 240 145
ot o S 6 9,600 | F88-3ceme-- 7 9,790 190
5 4,315 6 9, 515 200
4 9,030 b 9,240 210
3 8,815 4 8,965 150
2 8,610 3 8, 690 80
. 1 8, 395 2 8,415 20
FO8-6.eccacncmcnmmmanns 6 8,766 | I'SS-8.....-- 4 8,065 210
5 8, 540 3 8,690 150
4 8,325 | FS8-4 ... 7 8, 350 25
3 8,120 6 8,125
2 7,906 6 8,125 220
~ 1 7,680 5 7, 900 210
T . 6 8,000 | FSS4_ ... [4 8,125 75
5 7,840 b 7,900 60
4 7,830 4 7,675 45
3 7,415 3 7,450 36
2 7,200 2 7,226 25
1 6, 990 1 7,000 10
FO8-8.ucccrcacccnamenns 6 7,350 | FS8-b.ccau-- 7 7,350 |-aee-. .
5 7,140 6 7,160 10
4 6, 925 b 6, 950 25
3 6, 710 4 6, 750 40
2 6, 495 3 6, 650 55
1 6, 285 2 6,350 65
FS88-9 e icemeeeaeneee 6 6,650 | F88-5..ccae- 4 6,750 100
b 6,435 | F3S-6..umn-- 7 6, 500 65
4 6, 220 6 6, 300 80
3 6, 005 ] 6, 100 95
2 5,795 4 5, 900 105
. P 1 5, 685 3 5, 700 115
N’ FES0. oommemcmeene 7 6,176 | FSS6..o__. 6 6,300 125
i} 5,970 5 6, 100 130
b 5,766 4 5, 900 145
4 5,540 | FSS-7...caen 7 5, 550 10
3 5,400 6 , 400 | oo aaees
2 5,260 (] 5, 400 140
1 b, 115 b 5, 250 135
b2 ) S 7 5,600 | FS8-7ocaeen. 7 5, 550 50
6 b, 355 6 5,400 45
5 5,215 5 5, 260 35
4 5,070 4 5, 100 30
3 4, 930 3 4,950 20
2. 4,790 2 4, 800 10
1 4, 650 1 4,650 |cmacamemnaaw
FO8-12. o cccacmaees S 7 5,025 | F88-8ccaunaa 7 5, 100 75
. 6 4, 890 6 4,950 60
5 4,745 b 4, 800 b5
4 4, 6056 4 4, 650 45
3 4, 460 3 4, 500 40
2 4,320 2 4,350 30
1 4,180 1 4,200 20
F38-13.....- cecmmman——~ 7 4,580 | FSS-I..... - 7 4, 650 70
* 6 4,440 6 4, 500 60
5 4,295 5 4,350 56 !
4 4,155 4 4,200 45
3 4,010 3 4,050 40
2 3,870 2 3,900 30
1 3,730 1 3,760 20
FOS-14ccioamcaeaaee 7 4,165 | FSS-9...... 4 4,200 45
6 4,010 | F88-10...... 7 4,100 00
5 3, 870 5 3, 500 30
4 3,730 4 3, 800 70
3 3, 585 2 3, 600 15
2 3, 445 1 3, 500 55
1 3, 800 1 3, 600 200
FO8-18cccacaccmmcmmaan 0] 0] F88-10...... 1 3, 500

1 All step rates and below.

-
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The femporary provisions proposed above provide for an orderly and
equitable conversion of all personnel paid in aceordance with the present
rates of the Foreign Service staff salary schedule to the new classes and rates %
of the proposed Foreign Service staff seheduls. The salary adjustments
involved are held to the minimum possible whilc maintaining present salarv
relationships of personnel. While the conversior. plan necessitates new class
designations in most all cases, the large majority of personnel will receive a
higher class number by virtue of the reduetion i1 the total number of classes
in the schedule. )

Sec. 42. The annuity of cach former participant under the Foreign Serviee
Retirement and Disability system, who retired prior to July 28, 1956, and who
at the time of his retirement had creditable service in excess of thirty years, shall
be recomputed on the basis of actual years of ereditable service not in excess of
thirty-five years. Service which was not creditable under the Foreign Service
Retirement and Disability system on the date a forrier participant retires, shall
not be included as creditable service for the purpose >f this recomputation. The .
annuities payable to such persons shall, when recomputed, be paid at the rates
so determined, but no such recomputation or any other action taken pursuant to
this section shall operate to reduce the rate of the wnnuity any such person is
entitled to receive under the Foreign Service Retirenient and Disability system.

Public Law 828, 84th Congress, amended seetion 821(a) by increasing .
from thirty to thirty-five the number of years of creditable serviee that may
be used in the computation of annuities.” It is sclieved that through over-
sight this provision was not at that time made ¢pplicable to former partici-
pants in the system who had retired with more than thirty years of creditable
service but whose annuities had been ecomputed on the basis of only thirty
years’ service. This proposed temporary secticn will make it possible to
recompute the annuitics of all former participaits in the system who did
not receive the full benefit of their creditable service at the time of their
retirement. The provision is applicable only to former participants and does
not apply to surviving annuitants.

Sec. 43. (a) The provisions of this Act shall become effective as of the first
day of the first pay period which begins one month aiter the passage of this Act,
except as otherwise provided in paragraphs (b), (¢), und (d) of this section.

(bg) The provisions of paragraphs (¢) (I) and (¢)(2) cf section 803 of the Foreign
Service Act of 1946, as amended, by section 24(b) of this Act, shall become
effective on the first day of the first month which begns one year after the effee-
tive date of this Act, except that any Foreign Service staff officer or employee,
who at the time this Act becomes effective meets the requirements for participa-
tion in the Foreign Serviee Retirement and Disability system, may elect to
become a participant in the system before the mandatory provisions become
effective. Such Toreign Service staff officers and employees shall become par-
ticipants effective on the first day of the second month following the date of
their application for earlier participation.

(¢) 'Fge amendment made by section 41 of this .\et shall be effective with
respect to taxable years ending after the date of enaciment of this Act.

d) The provisions of section 43 of this Act shall 1ake effect on the first day
of the first month which begins more than thirty days after the date of enactment
of this Act, ’

The purpose of this section is self-evident.

Src. 44, Notwithstanding the provisions of this Act, existing rules, regulations
of or applicable to the Foreign Service of the United £tates shall remain in effect
until revoked or rescinded or until modified or superieded by regulations made
in accordance with the provisions of this Aect, unless clearly inconsistent with
the provisions of this Act.

Section 45 is a necessary provision as it may not be possible to revise
completely all regulations and Executive orders now affecting the Service
before the effective date of the act. Without a provision such as that
contained in this section, thero might be a question regarding the continuing
effect of some of these regulations.

SEc, 45. The following headings and sections in the Foreign Service Act of 1946,
as amended, are hereby repealed:

(1) Section 442 of such Act and the heading theretc.

(2) Section 525 of such Act and the heading theretc.

(3) Section 576 of such Act and the heading theretc.

(4) Sections 651 and 652 of such Act and the headings thereto including Part F. P

The repeal of the various sections of the bill Jresently contained.in the ==
Foreign Service Act of 1946, as amended, are jroposed for the following
reasons:
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(1) Section 442—Proposed new section 416 supersedes the provigions of
- section 442,
L (2) Section 525—This provision which authorizes the Secretary to define
A4 by regulation periods during which a Reserve officer may be considered as on
active duty is one that has not been used in the Foreign Service. Foreign
Service Reserve officers are appointed for limited periods and are subject to
termination at the discretion of the Seeretary. An ‘“‘inactive’’ Foreign Serv-
ice Reserve Officer Corps does not exist and Foreign Service Reserve officers
are not normally recalled to ‘“‘active duty.”
(3) Section 576—Revised gection 571 supersedes section 576 and contains
' the provisions of section 576 which the Department wishes to retain.
(4) Sections 651 and 652—Revised section 637 supersedes sections 651 and
852 and includes the provisions of these sections which the Department
wishes to retain.

. Estimatep Cost oF Prorosep Biin
Department of Stale
Item 18t year cost
1. Conversion to the proposed 10 class FSS schedule (sce. 415).
R Comment: The estimated cost is based on salary adjustments of

Toreign Service staff employees of the Department of State
(3691), who are paid in accordance with seetion 415, of the
Toreign Service Act of 1946, as amendod._ - comeamamo $187, 640
2. Hagzardous duty pay for diplomatic couriers (sec. 447).

Comment: The cstimated cost is based on an averagoe 10 percent
salary adjustment for 55 of the 63 couriers on the Depart-
ment’s rolls as of October 31, 1958 _ . _.—---- e 28, 362

- 3. {n-claszz romotion of Foreign Service staff officers and employees
gec. 642).

Comment: It is estimated that 1 pereent of T'SS employees (37)
would receive in-class promotions and 1.9 percent (70
would receive longevity inereases, The estimated cost of
$21,935 was computed by multiplying 107 times $205, the
average within clags inerement. .- —---------u-om--mos - 21, 935

- 4. \Revised formula for computing reduction in officer’s annuties when
survivorship benefits are elected (sec. 803).

Comment: At present elected survivors' annuities average about
$2,400 for which the respective officer’s annuity is reduced
by approximately 50 percent or $1,200. Under the revised
formula the comparable reduetion in the officer’s annuity
would be 124 percent or $300. During the first year of
operation under the revised formula the additional cost to
the retirement fund would be negligible. Eventually the
cost would average 6.6 percent of the retired rolls. -~

5. Coverage of present FSS officers (sec. 803).
~Comment: Approximately 475 FSS officers presently on the
. . rolls have been in the Service at least 10 years and qualify
for the proposed coverage. The additional liability for the
coverage of this group under the Toreign Service retirement
system is estimated at $14 million. It is pointed out, how-
ever, that the eivil service retirement fund would be relieved
. of & comparable Hability - - -o oo cmuo—con oo e n e
6. g)o?:;erage of approximately 25 additional FSS officers annually (sec.
Comment: An average of 25 FSS oflicers would qualify for
coverage annually upon completion 10 years of service. The
additional liability for this group would be approximately
$250,000. Again it is pointed out that the ecivil service
retirement fund would be relieved of a comparable liability.
7.¥Creditng officers now on retired rolls with up to 35 years service

credit (see. 34).

Comment: Bagsed on analysis of officers on the retired rolls at
the beginning of fiscal year 1958, the cost of the provision
would be approximately $190,000 during the first year.
Thereafter the annual cost would decrease and eventually

— disappear with the death of such OffiCOrS - emcmmmammem e = 190, 000
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CoMPTROLLER GENERAL oF tag UNITED StAaTES,
Washington, April 15, 1959,
Hon. J. W. FuLBricHT, n
Chairman, Commilice on Foreign Relations,
U.8. Senate

Drar Mr. Cuarrman: Your letter of March 18, 1959, acknowledged March
25, requests our comments upon 8. 443, entitled the Foreign Service Act Amend-
ments of 1959, which would effect numerous changes in the existing provisions
of the Foreign Service Act, of 1946, as amended, 22 United States Code 801 et seq.

While for the most part the bill involves matters o' policy upon which we offer
no recommendation, we should like to direct your attention to certain of its
provisions which we think warrant further consideraiion.

Section 9 and 36.—Section 9 would amend section 520 of the Foreign Service
Act and section 36 would add s new section (secticn 872) to that aet,. Their
combined effect would be to provide express statutcry authority for a person’s
reeceiving an annuity under the Foreign Service Act to aceept a Government 1.
position and—within the limitations specified in ths new section 872—receive
the compensation of that position concurrently with such annuity. Subscetion
(b) of the new section 872 would preseribe a rather cumbersome procedure for
paying annuitants who accept employment in' Government agencies other than
the Department of State. In such a casc the employing agency, rather than its .
paying the employee directly, would transfer the gross amount of all salary due
him to the Department of State which would then pay the salary together with
such portion of the annuity as he would be entitled to receive under section 872.
That procedure would be partieularly cumbersome were an annuitant upon em-
ployment to earn compensation greater than the ‘“‘highest basic salary’’ to which
he was entitled on the date of his retirement.

We think there is considerable morit to the view tha; the receipt of a retirement
annuity under the Foreign Service retirement system soncurrently with the eom-~ -
pensation of a position in which the annuitant is actively employed is ineonsistent

should be reduced by an amount equivalent to the amount of the annuity he
receives. Such reduction in compensation would be consistent with and would _
conform with the Civil Service Retirement Act which requires a reduction in the
compensation payable to an annuitant under that acl who is employed by the
Government by an amount equal to the annuity he raseeives. If either of these
alternatives is acceptable to your committee, then the procedure preseribed in
subsection (b) of the new section 872 would be unneec:ssary and such paragraph
could be eliminated from the bill.
Section 14.~This section would amend section 625 of the Foreign Service Act

of 1946 to authorize the Secretary of State without regard to any other law to
grant a Foreign Service officer or a Foreign Service Reserve officer additional
salary rate increases within the range of salary rates ostablished for the class in
which he is serving based upon “especially meritoriots service.” The Congress
by the enactment of title III of the act of Septembar 1, 1954, 68 Stat. 1112,
entitled the “Government Employees Incentive Awards Act’’ provided a single
uniform system for rewarding employees of the various Departments and agencies

(including officers and employees of the Foreign Service) for especially meritorious
service. The provisions of section 14 of the bill appear clearly contrary to the

olicy enunciated by the Congress in enacting thc Government Employees

ncentive Awards Act. Therefore, we entertain sericus reservation concerning
the necessity or desirability of this provision. Howev.r, should you decide that
the inclusion of a provision such as that contained in this section is desirable and
that salary rate increases based upon “especially meri‘orious service’ should be
provided for, then we would suggest that the section expressly specify whether
its intent, so far as the Foreign gervice is coneerned, is to supersede or merely
supplement the present authority contained in the Government Employees
Incentive Awards Act. ' We also offer for your consider: tion the question whether
some limitation should be placed upon the number of meritorious rate increases
that may be granted Foreign Service officers and Reserve officers within any
specified period of time.

Section 21.—This section would amend section 642 cf the Foreign Service Act

of 1946, as amended, to authorize the granting of me-itorious rate increases to
Staff officers and employees. The comments made with respect to section 14 are %
equally applicable to this section. ’
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The section also would authorize periodic rate increases within the range of
Tates of the eclass in which the officer or employee is serving. We suggest that the
- seetion be amended to speeify a minimum period which must be served by an
‘officer or employee to entitle him to a periodic salary rate inerease. Similarly,
the section authorizes the granting of four additional salary rate increases—over
and above the rates specificd in the bill for each class—in recognition of longevity
and proficiency in service. We recommend that standards be prescribed in the
section setting forth minimum requirements that must be complied with as condi-
“tions of eligibility for such inereases. We think also that the term “proficiency
in the service”” as used in the section either should be defined or omitted from the
section.

Section 22.—This section would amend section 701 of the Foreign Service Act
of 1946 to authorize orientation and language training of dependents of officers
and employees of the Government who are assigned to ‘‘foreign relations activi-
$ies.” The term ‘“foreign rclations activities” is not defined in the hill and it is
-difficult to determine just what that term is intended to encompass. Conceivably,
it eould be interpreted to apply to all activities conducted by Government depart-
ments-and agencies in foreign countries regardléss of the relative significance or
importanece of such activities. Moreover, the term “dependents’ as used in this
section is not defined. We do not know whether it is intended to apply to children
regardless of age or to persons who are not members of the immediate family of
the officer or employee but who might be dependent upon him for support. We
recommend that the section be clarified in these respects,

Section 33(b).—This section would amend section 852 of the Foreign Service
Act of 1946 by the addition of new paragraphs (d) and (e¢). These new para-
graphs apparently are modeled after comparable provisions in the Civil Service
Retirement Act Amendments of 1956—title IV of the act of July 31, 1956, 70
Stat. 743. We recommend that the proposed new paragraph (e) be amended to
accomplish the following purposes:

(1) Preclude the granting of credit for military service if the participant is
entitled to receive retirement pay based upon military serviee unless such retired
pay is awarded on account of a service-connected disability (1) incurred in combat
with an enemy of the United States or (2) caused by an instrumentality of war
and incurred in line of duty during an enlistment or employment as provided in

- Veterans Regulation No. 1(a), part I, paragraph I or is awarded under title ITL
of Public Law 810, 80th Congress. This action would be consistent with the
present provisions contained in section 3(b) of the Civil Service Retirement Act.

(2) Limit the number of years of military service for which credit may be re-
ceived after the date of enactment of this bill. If an individual by his own choice
elects to remain in the military serviee for long periods of time, there appears little
reason why this entire period should be creditable for Foreign Service Retirement
Act purposes. The Civil Service Retirement Act places a limitation of 5 years on
the military service that is creditable.

As a technical matter the term ““an explosion of”” should be omitted from line 9,
page 35, of the bill if it is intended that this exception conform with similar excep-
tions appearing in section 212(b) of the act of June 30, 1932, as amended, 5 United
States Code, 59a, and section 3(b) of the Civil Bervice Retirement Act, 70 Stat. 746.

. Sincerely yours,
. Josurn CAMPBELL,
Comptroller General of the United States.

[S. 2233, 86th Cong., 1st sess.]
A BILL To amend the Forelgn Service Act of 1946, as amended and for other purposes

Be it enacled by the Senate and House of Representatives of the Unifed States of
America in Congress assembled, That this Act may be cited as the “Toreign Service
Act Amendments of 1959,

8pc. 2, Section 444 of such Act and the heading thereto is amended to read
a8 follows:

“COMPENSATION PLANS FOR ATAEN CLERKS AND EMPLOYEES

“Sec. 444. (a) The Secretary shall, in accordance with sueh regulations as
he may preseribe, establish compensation plans for local (alien) employees of the
Service: Provided, That such compensation plans for local employees shall be
baged upon prevailing wage rates and compensation practices for corresponding
types of positions in the locality, as is consistent with the public interest.

e
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“(b) For the purpose of performing funetions abroad, other departments and
agencies of the (Ex)overnment are authorized to admirister. local (alien) employee PN
programs in accordance with the applicable provisicns of this Act.” ‘

SEc. 3. (a) The heading to section 516 of such Act is amended to read ag
follows: ‘““ADMISSION TO CLASS 7 OR 8.

(b) Section 516 of such Act is amended by striking out “Sec. 516" and inserting
in lieu thereof “Skc. 516. (a)” and by adding at the end thereof a new paragraph
(b) which shall read as follows:

“(b) The Secretary may furnish the President witl. the names of those persona
who have passed such examinations and are eligible for appointment as Foreign
Service officers of class 8, whom he recommends for appointment directly to class
7 when in his opinion, their age, experience, or other qualifications make such an
appointment appropriate.”

SEc. 4. Section 517 of such Act is amended by inserting in the first sentence
after the phrase “classes 1 to 7, inclusive,” the phrase “except as provided in
sialctior% 516(b) of this Act,” and by striking out the second and third sentences
thereof.

Sec. 5. (a) Subparagraphs (1) and (2) of paragraph (b) of section 634 of such
Act are amended to read as follows:

“(1) one-twelfth of a year's salary at his then current salary rate for each
year of service and proportionately for a fraction of a year, but not exceeding
a total of one year’s salary at his then current salary rate, payable without
interest, from the Foreign Service Retirement and Disability Fund, in three
equal instaliments on the 1st day of January follc wing the officer’s separation
and on the two anniversaries of this date immediately following: Provided,
That in special eases, the Secretary may in his cliscretion aecelerate or com-~
bine the installments; and

%(2) a refund of the contributions made to the Foreign Service Retirement
and Disability Fund, with interest as provided i1 section 841(a), except that
in lieu of such refund such officer may, if he has at least five years of service
credit toward retirement under this system, cxcluding military or naval
service that is eredited in aceordance with the provisions of section 851 or
852(a), elect to receive retirement benefits on 1eaching the age of sixty in
accordance with the provisions of section 821. In the event that an officer F
who was separated from classes 4 or 5 and who has-elected to receive retire- -
ment benefits dies before reaching the age of sicty, his death shall be con-
sidered a death in service within the meaning of section 832. In the event
that an officer who was separated from elasses 6 and 7 and who has elected
to receive retirement benefits dies before reaching the age of sixty, the total
amount of his contributions made to the Foreign Service Retirement and
Disability Fund, with interest as provided in section 841(a).”

(b) Paragraph (c) of section 634 of such Act shall be amended by striking out
the word “retired” in the first sentence and inserting in lieu thereof the word
‘“‘separated’’. ’

SEc. 6. Section 635 of such Act and the heading thereto are amended to read
as follows:

‘‘ROREIGN SERVICE OFFICERS RETIRED FROM CLASS 7 OR 8

“Qpc, 635. Any Foreign Service officer in class 7 ‘who is appointed under the
provisions of section 516(b) and any Foreign Service cfficer in class 8 shall occupy
probationary status. The Secretary may terminate his serviee at any time.
SfEﬁ. 7. Paragraphs (b) and (¢) of scetion 637 of such Act are amended to read
as follows:
“(b) Any participant in the Foreign Service Retire ment and Disability System
separated under the provisions of paragraph (a) of this section shall receive a
refund of the contributions made to the Foreign Service Retirement and Disability
Fund, with interest, as provided in section 841(a) exce ot that in lieu of such refund
such officer may, if ho has at least five years of serv ce credit toward retirement
under this System, excluding miilitary or naval service that is eredited in accord-
ance with the provisions of sections 851 or 852(a), elect to leave his contributions
in the Fund and receiye an annuity, eomputed as proseribed in section 821 com-
mencing at the age of sixty years. In the event that an officer who has elected
under the provisions of this section to reecive a doferred annuity dies before
reaching the age of sixty, his contributions to the Fund, with interest, shall be
paid in accordance with the provisions of sections 841 and 881.
“(c) Any officer or employec of the Service who is not a participant in the -
Foreign Service Retirement and Disability System shall be entitled only to such ’
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benefits as shall accrue to him under the retirement system in which he is a
participant.”

N’ Sec. 8. Section 912 of such Act is amended by changing the heading thereto to
read “LOAN OF HOUSEHOLD FURNISHINGS AND EQUIPMENT’ and by inserting
between the words ‘“with household”’ the word ‘‘basic’’ and by inserting between
the words ‘‘houschold equipment” the phrase “furnishings and”. -

; nSEC. 9. Section 913 of sueh Act and the heading thereto is amended to read as
ollows:
““TRANSPORTATION OF MOTOR VEHICLES

“Smc. 913, The Secretary may, notwithstanding the provisions of any other
law, transport for (or). on behalf of an officer or employee of the Service, a privately
owned motor vehicle or replacement thercof in any case where he shall determine
that water, rail, or air transportation of the motor vchicle or replacement thereof
is necessary or expedient for any part or of all the distance between points of

« origin and destination.”

uC. 10. (a) Paragraph (4) of section 104(a) of the Internal Revenue Code of
1954 (26 U.S.C. 104(a)(4)) (relating to the exclusion from gross income of com-

pensation for injuries and sickness) is hereby amended to read as follows:
“(4) amounts received as a pension, annuity, or similar allowance for
- personal injuries or sickness resulting from active service in the armed forces
of any country or in the Coast and Geodetic Survey or the Public Health
Service, or as a disability annuity payable under the praovisions of section
8?;,1 of the Foreign Service Act of 1946, as amended (22 U.S.C. 1081; 60 Stat.

(b) (1) Section 402(a) of the Internal Revenue Code of 1954 (relating to the
taxability of a beneficiary of an employee’s trust) is hereby amended as follows:

(a) By striking out in the first sentence of paragraph (1) thereof “paragraph
(2)"" and inserting in lieu thereof “paragraphs (2) and (3)”, and

(b) By redesignating paragraph (3) thercof as paragraph (4) and by inserting
after paragra’,]ph (2) thercof the following new paragraph:

“(8) The amount includible under this subsection as the gross income of
a nonresident alien individual with respeet to a distribution made by the
United States in respeet of services performed by an employee of the United
- States shall not exceed an amount which bears the same ratio to the amount
Sew includible in gross income without regard to this paragraph as the aggregate
compensation paid by the United States to such employee for such services
and includible in gross income under this subtitle or prior income tax laws
bears to the aggregate compensation paid by the United States to such
individual whether or not ineludible in gross income.”

(2) Section 871 of the Internal Revenue Code of 1954 (relating to the tax
imposed on nonresident alicn individuals) is hereby amended by striking out
subsection (d) thereof and inscrting in licu thercof the following new subsection:

“(c) Cross REFERENCE.—

(1) ¥or doubling of tax on citizens of certain foreign countries,
sce section 891.

(2) For taxability of amounts paid by the United States to cer-
tain nonresident alicn employces or their beneficiarics, sce section
402(a) (3).”

Szc. 11. The amendment made by seetion 10 of this Aet shall be effective with
resg)ect to taxable years ending after the date of cnactment of this Act.

. Smc, 12, Notwithstanding the provisions of this Act, existing rules, regulations
of or applicable to the Foreign Service of the United States shall remain in effect
until revoked or rescinded or until modified or superseded by regulations made
in accordance with the provisions of this Aet, unless clearly inconsistent with the
provisions of this Act.

Src, 13. The following section in the TForeign Service Act of 1946, as amended,
i3 hereby repealed: :

(1) Seetion 637(d) of such Act.

DEPARTMENT OF STATE,
June 11, 1959.
Hon. Ricmarp M. Nixox, .
President of the Senate.

Dear Mg. Vicr PresipEnT: On December 31,1958, the Department submitted
to you a proposed bill to amend the Foreign Service Act of 1946, as amended, and
for other purposes, for consideration by the U.S. Senate. This proposed bill was

b g introduced by Senator Green as 8. 443 on January 17, 1959, and referred to the
Committee on Foreign Relations.
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Since the submission of this original bill, the Department has prepared a supple-
mental proposed bill which it wishes to have considered at the same time the
original bill reecives the attention of the U.8. Scnate. The additional amend-
ments proposed in this bill, to amend the Foreign Service Aet of 1946, as amended,
and for other purposes, (tab I) are urgently needed to improve and strengthen the
administration of the Forcign Scrvice. They would accomplish the following: P

1. Clarify and simplify provisions for the establ shment of compensation plans
for local (alien) employees of the Service and provide for the use of these provi~
sions by other departments and agencics of the Government authorized to admin~ -
ister local (alien) employee programs. .

2. Provide authority for the appointment direct.y to class FSO-7 of a limited
number of persons who have qualified for FSO-8 appointment. )

3. Clarify provisions relating to the selection out of Foreign Service officers in
classes 4, 5, 6, and 7.

4. Further clarify and simplify provisions relating to separation for cause.

5. Clarify provisions relating to the furnishing of household equipment in
order to effect economy in transportation costs.

g. Clarify provisions relating to the transportation and replacement of motor
vehicles,

7. Bxempt from income tax lability annuities >aid under the civil service
retirement and disability system to nonresident aliens who are retired employees
of the U.S. Federal Government,.

It is suggested that the proposed ncw section 7 of the attached bill bé substi-
tuted for section 18 of S. 443.

An explanation of each of the proposed amendmerts (tab II) is also attached.
Enactment of the proposed bill will not result in an>r direct cost to the Depart-
ment of State. Seection 10 of the bill proposing elimination of the 30-percent
tax now withheld from Government annuities of retired alien employees would )
result in additional annuity payments totaling appioximately $400,000. This g

FOREIGN SERVICE ACT AMENDMENTS

amount relates to all nonresident aliens receiving such annuities who are retired
employees of the U.S. Government regardless of agency.

nactment of this proposcd supplemental legislaticn as a part of the original
bill will provide important improvements for the conduet of foreign affairs,
The Department recommends the passage of this legislation and trusts that it

may receive favorable consideration by the Congress.
The Department has been informed by the Bureau «f the Budget that there is
no objection to the submission of this draft legislation.

Sincerely yours,

Lcy W, HENDERSON,
Acting Secretary.

EXPLANATION OF PROPOSED AMENDMENTS TO THE FOREIGN
SERVICE ACT OF 1946, AS AMENDED

June 1959—Department of Stat>

Ezisting legislation

[CLASSIFICATION OF POSITIONS OF ALIEN
. CLERKS AND EMPLOYEES]

Sec. 444. [(a) Upon the basis of the
classification provided for in section 441,
the Secretary shall, with the advice of
the Board of the Foreign Serviee, from
time to time prepare schedules of
salaries for classes of positions of alien
clerks and employees of the Service,
which classes shall be established by
regulation, and shall allocate all such
positions to the appropriate classes.

E(b) All alien employees in an arca
of comparatively uniform wage scales
and standards of living, occupying posi-
tions of equal responsibility, shall receive
equal pay except as there may be in-
ereases provided for length of service in
accordance with uniform procedures.}

Proposed legislation

COMPENSATION PLANS FOR ALIBN
CLERKES AND EMPLOYEES

Src. 444. (a) The Secretary shall, in
accordance with such regulations as he
may prescribe, establish compensation
plans for local (alien) employees of the
Service: Providea, That such compensa-
iton plans for local employees shall be
based wupon prevailing wage rates and
compensation praclices for corresponding
types of position: in the localily, as is
consislent with the public interest.

(b) For the purpese of performing
functions abroad, other departments and
agencies of the Gorernment are authorized
to administer local (alien) employee pro-
grams in accordance with the applicable
provisions of this 4e¢t.
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Section 444 is amended to clarify and simplify the provisions for the establish-
ment of compensation plans for local (alien) employees of the Service. Existing
o paragraphs () and (b) have been incorporated and clarified in new paragraph (a).
Ny Wage and salary schedules must be based upon local prevailing pay practices for
corresponding types of positions in the locality. They are subjeet 1o frequent
changes owing to fluctuating economic and labor market conditions. The Depart-
ment’s responsibility for interagency coordinative action in administering local
(alien) personnel in foreign areas obviates the necessity for or the practicability
of Board of the Foreign Service advice on such matters, )
New paragraph (b) of this section provides other departments and agencies of
the Government employing local personnel in the performance of functions abroad
with authority to utilize provisions of this act which are applicable to locai (alien)
personnel as deemed appropriate by such departments and agencies. . Thus
the various Federal departments and agencies employing local personnel abroad
are enabled to operate as a single employer by providing uniform employment
s conditions for all%.S. Government local employees in a given foreign labor market
area who are working under similar conditions and circumstances.

Part B—FoREIGN SERVICE OFFICERS

-

Approved For Release 1999/08/27 : CIA-RDP78-03721A000400020007-7

Existing legislation
ADMISSION TO CLASS 8

Sme. 516. No person shall be eligible
for appointment as a Foreign Service
officer of class: 8 unless he has passed
guch written, oral, physical, and other
examinations as the Board of Examiners
for the Foreign Service may prescribe to
determine his fitness and aptitude for
the work of the Service and has demon-
strated his loyalty to the Government
of the United States and his attachment
to the principles of the Constitution.
The Secretary shall furnish the President
with .the names. of those persons who
have passed such. examinations and.are
eligible for appointment as TForeign
Bervice officers of class 8.

Proposed legislaiion
ADMISSION TO CLASS 7 OR 8

SEc. 516. (¢) No person - shall . be
eligible for. appointment as' a Foreign
Service officer of clags 8 unless he has
passed such written, oral, physical, and
other examinations - as’ the Board :of
Examiners for the Foreign Service may
prescribe to determine his fitness -and
aptitude for the work of the Service and
has demonstrated his: loyalty to: the
Government of the United. States and
his attachment:to. the principles of the
Constitution... The Secretary shall. fuf-
nish the President with the names. of

those  persons who have. passed. such

examinations and are eligible ‘for ap-
pointment as Foreign Service officers: of

class 8,

() The-- Secrelary may furnish .the
President with the names af those persons
who have passed such exuminations. gnd
are eligible for appointment. as Foreign
Service officers of class 8, - whom he zecom~
mends for appointment directly to. class 7
when in his opinion, their age, experience,
or other qualifications make such: an
appoiniment appropriate. oo

The proposed aniendment to section 516 would permit the appointment directly
to class FSO-~7 of a limited number of persons who have qualified for FSO-8

appointment under the provisions of this section:

While it is anticipated that this

authority would rarely be used, there are occasions when diréct a%p‘ointmeht to
.

class 7 would be desirable and fully justified in thé interest of, the

the individual appointee.

rvice and of

The Department intends, if this amendment is enacted

to issue regulations limiting such appointménts to the mogt mature and exp'erienceci
candidates who: (1) Are at least 28 years old; (2) have a record of graduate train-
ing or employment in Government or industry which clearly demonstrates ability
or special skills; and (3) have a modern foreign language competenee. - Under
existing legislation, it has been necessary for some older, more experienceéd men-to
take substantial salary reductions to accept appointment at the same level as

younger men just. out. of college.

While these men have accepted appointment

willingly, it is only natural that they have been concerned about their losses in

income.

In this respect the proposed provision would improve morale among the

younger officers by giving recognition to age and experience.

43120—89——7



PArRT B—FoOREIGN SERVICE OFrICERS

ADMISSION TO CLASSES 1 TO 7, INJLUSIVE

Ezisting legislation

‘Sec. 517. A person who has not
served in class 8 shall not be eligible for
appointment as a Foreign Service officer
of classes 1 to 7, inclusive, unless he has
Ppassed comprehensive mental and physi-
cal ~ examinations prescribed by the
‘Board of Examiners for the TForeign
Bervice: to determine his fitness and
aptitude for the work of the Service;
‘demonstrated his loyalty to the Govern-
‘ment of the United States and his
attachment to the principles of the Con-
stitution; and rendered at least four
years of actual service prior to appoint-
ment in a position of responsibility in
the service of a Government agency, or
agencies, except that, if he has reached
the age of thirty-one years, the require-
‘ment as to service may he reduced to
three years. [After the date of enact-
‘ment of the Foreign Service Acet amend-
‘ments of 1955 and. until otherwise. pro-
vided by Act of Congress, not more than
one thousand two hundred and fifty
persons who have not served in class 8
may be appointed to classes 1 to 7,
inclusive; of such persons, not more
than one hundred and seventy-five may
be appointed who were not employed on
March 1, 1955, in the Department, in-
cluding its Foreign Service Reserve and
Foreign Service Staff personnel, and
who have not also served in a position of
responsibility in the Department, or the
Bervice, or both, for the required period
prior to appointment as a Foreign Serv-
ice officer. Notwithstanding the above
provisions of this section, the limitation

Proposed legislaiion

SEc. 517. A person who has not
served in class 8 shall not be eligible for
appointment as a Foreign Service officer
of classes 1 to 7, inclusive, ercepf as
provided in section 516(b). of this Act,
unless he las passed comprehensive
mental and physical examinations pre-
seribed by tie Board of Examiners for
the Foreign Service to determine his
fitness and astitude for the work of the
Service; demonstrated his'loyalty to the
Government of the United States and
his attachment to the prineiples of the
Constitution: and rendered at least four
years of actual service prior to appoint-
ment in a position of responsibility in
the service o’ a Government agency, or
agencies, excspt that, if he has reached
the age of thirty-one years, the require-
ment as to service may be reduced to
three years. The Secretary shall fur-
nish the President with the names of
those persons who shall have passed
such examin:utions and are eligible for
appointment as Forcign Service officers
of classes 1 to 7, inclusive. - The Secere-
tary shall, tacing into consideration the
age, qualifiestions, and experience of
each candidare for appointment, recom-
mend the cliss to which he shall be
appointed in accordance with the pro-
visions of this section. :

on the maximum number of appoint- -

‘ments authorized herein shall not be
applicable in the case of any person
appointed or assigned by the Secretary
of State as a Foreign
officer and who thereafter has served in
a position of responsibility in such
capacity for the required period prior
to appointment as a Foreign Service
officer.] The Secretary shall furnish
the President with the names of those
persons who shall have passed such
examinations and are eligible for ap-
pointment as Foreign Service officers of
classes I to 7, inclusive. The Secretary
shall, taking into consideration the age,
qualifications, and experience of each
candidate for appointment, recommend

the class to which he shall be appointed -

in aceordance with the provisions of this
section.

erviece  Reserve

The proposed changes in section 517 accomplish the f sllowing: (1) They permit
the appointment to class 7 (without the requirement that they must previously

-

-~
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have served in class 8) of certain persons qualified by examination for appointment

to class FSO-8 as is proposed under the revised
(2) they-eliminate the temporary provision ineorporated in Public Law 22, 84th

provision of section 516(b); and

828, 84th Congress, which estab-

been completed and a
lateral entry provision to meet the
arch 1, 1955, or who have

ed, the good judg-
ecretary on contin-
such policies on a

Proposed legislation

. 8ec, 634. (b) Any Foreign Service
officer in classes 4, 5, 6 or 7 who is retired
from the Service in accordance with the
provisions of section 633 shall receive—
(1) one-twelfth of a year's salary
at his then current salary rate for each
-year of service and proportionately
for a fraction of a year, but not ex-
ceeding a total of one year's salary at
his then current salary rate, payable
without interest, from the Foreign
Service Retirement and Disability Fund,
in three equal installments oy the 1st
following they.officer’s
: on the two anniver-
saries of this date immediately follow-

- Congress and further amended by Public Law
“lished, presumably for the duration of the lateral entry program g limitation on the
number of persons who ean be integrated into the Foreign Service under the provi-
sions of this section. The integration program has now
permanent provision for the lateral entry of officers to classes 1 to 7, inclusive,
should be restored. Any future use of this
needs of the Service would be seriously handicapped by the fact that only officers
who had’been on the rolls of the Department as of 1 :
served 3 years after appointment by the Secretary of State to the Foreign Service
Reserve: Corps, would be eligible for appointment. It is ho
ment and commonsense of those responsible for advising the
uing lateral entry policics' can be relied upon to. carry out
. sound basis.
SELECTION-OUT BENEFITS
Ezisting legislation
Sec. 634. (b) Any TForcign Serviee
* officer in classes 4, 5, 6 or 7 who is retired
from the Serviee in accordance with the
provisions of section 633 shall receive—
(1) one-twelfth of a year's salary
at his then current salary rate for .
each -year of service and propor-.
tionately for a fraction of a year, but
not exceeding a total of onc year’s
salary at his then current salary rate,
payable without interest, in" three
equel instaliments on the 1st day of
- January-following the officer’s, [retire-
ment} and on the two anmiversaries day of Januar
of this date immediately following: separalion an
. and

(2) a refund of the contributions

made to the Foreign Service Retire--

ment and Disability Fund, with in-
terest [thereon at 4 per centum,
compounded annually], except that
in liew of such refund such officer
may [electto receive retirement bene-
fits on reaching the age of sixty-two,
in accordance with the: provisions of

section 821.] In the event that an
. officer who was separated from classes’

4 or 5 and who has. elected to receive

. retirement benefits dies before reach-
. ing the age of [sixty-two], his death
shall be considered a death in serviee

within. the meaning of section 832,

In the event that an officer who was

separated from classes 6 and 7 and
who has elected to receive retirement
benefits dies before reaching the age’
the total amount of’

of - [sixty-two],
his contributions made to the Foreign
Service Retirement and Disability
Fund, with interest [thercon at 4 per
centum, compounded annually shall
be paid in accordance with the provi-
sions of section 841.] '
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. ing: Provided, That in special cases,
the Secretary may in his discretion
. ac%elerate or combine the inslallments;
an . .
(2) a refund of the contributions
made to the Foreign Service Retire-
ment and Disability Fund, with in-
terest as provided in section 841 (@),
except that in lieu of such refund such
officer may, if he has at least § years of
service credit toward retirement under
this system, excluding military or naval
‘service . that is “credited in accordance
witl;’ the provisions of- sections 851 or

", 862(a), elect to receive retirement bene-

Jils on. reaching. the age . of sixly in
“accordance with the provisions of section
821. In the event that an “officer
who was separated from classes 4 or 5
and who has elected to receive retire-
ment benefits dics before reaching the
age of sirty, his death shall be con-
sidered a deathin service within the

" meaning of section 832. In the event
that an officer who was separated
from classes 6 and 7 and who has
clected to receive retirement benefits
dies before reaching the age of sixty,
the total amount of his contributions
made to the Foreign Service Retire-
ment and Disability Fund, with inter-
est as provided in section §41(a).



Eowisting legislation

(¢) Notwithstanding the provisions
of section 3477 of the Revised Statutes,
as amended (31 U.8.C. 302) or the
grovisions of any other law, a Toreign

ervice officor who is [retired]} in ac-
cordance with the provisions of section
633 shall have the right to assign to
any person or corporation the whole or
any part of the benefits receivable to
him pursuant to paragraph (b)(1) of
this section. Any such assignment
shall be on a form approved by the
Becretary of the Treasury abd a copy

thercof ‘shall be deposited: with the.

Secretary of the Treasury by the officer
executing the assignment.

Proposed Terislation

(¢) Notwithstandirg the provisions
of section 3477 of the Revised Statutes,
as amended (31 U.3.C. 302) or the
provisions of any otter law, a Foreign
Service officer who i3 separaled in ac-
cordance with the provisions of section
633 shall have the right to assign to
any person or corporition the,whole or
any part of the benefits receivable to
him pursuant to paragraph (b)(1) of
this section. Any such assignment shall
be on a form approved by the Secretary
of the Treasury anl a copy " thereof
shall. be deposited vith the Secretary
of the Treasury by the officer executing
the assignment.

Subsection (b)(1) of section 634 iz amended to authorize the Secretary in
special instances to accelerate or combine the “installments’” >f the “severance”
payment of up to but not exceeding 1 year's salary, withoul interest, which is

suthorized by this scetion. = While the provision for paying this sum in three
equal installments on the first day of January following the officer’s separation
and on the two anniversaries of this date immediately followiig usually is satis-
factory, there are circumstances when it is desirable to accelerate or combine the

payments in_accordance with the needs of individual offiee:s.

The authority

herein provided will make it possible for the Secretary to exercise his- discretion
in adjusting payments on an individual case basis.

Although the present provisions do not specifically state :hat the paymeuts
made under authority of this seetion shall be paid from the Foreign Service
retirement and disability fund, a deeision by the Comptrcller - General made
shortly after passage of the Toreign Serviee Act of 1946 has resulted in the pay-

ments being made from that fund.

This section as amendec. clearly aithorizes

the use of the Foreign Service retirement and disability fund for this purpose.
Subsection (b)(2) of section 634 is amended to conform wivh ehanges made-in

sections 841 and 881 which establish the eomputing of interest and the keeping

of records relating to the retirement fund on a calendar yea* basis instead. of a

fiscal year basis as is now required by existing language.

F arther, this subsec-

tion has been revised to clarify requirements relating to prior service credit
governing an officer’s entitlement to deferred annuity benefits. Co
References to age “sixty-two’’ throughout subsection (b) have been changed

to “sixty’”’-to conform with other sections of this act.

Eristing legislation
FORBIGN SERVICE OFFICERS RETIRED
FROM CLASS 8

Sgc. 635. Any Foreign Service officer
in class 8 shall occupy probationary
status. The Secretary may terminate
his service at any time. . :

ParT D—SEPARATION: OF FOREIGN SmrvICE OFFICERs F1oM THE SERVICH

Proposed iegisiation

FOREIGN SERVICE OFFICERS . RETIRED
FROM CLASS 7 OR 8

N

Spc. 635, Any Fcreign Service officer
in class 7 who is ppointed under the
provisions of section 516(D) and - any
Foreign Service officer in class-'8 shall
occupy probationary status.” The Sée-
retary may terminaté his service at

any time.

" The provisions of this section have been a,mended'to provide for the pfoba-
tionary status of any Foreign Service officer of class 7 who is appointed under the
provisions of section 516(b) as well as any Foreign Service cfficer in class 8. .
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Proposed legislation -

Src. 637. (b) Any participant in the
Forcign Service Retirement and Disabil-
ity system separaled under the provisions
of paragraph (a) of this seciion shall re-
ceive a refund of the contributions made to
the Foreign Service Retirement and Disa-
bility Fund, with inlerest, as provided in
seclion 841(a) except that in liew of such
refund such officer may, if he has at least
five years of service credit toward retire-
ment under this system, excluding mili-
tary or naval service that is crediled in ac-
cordance with the provisions of section 861
or 862(a), elect to leave his contribulions
in the Fund and receive an annuity, com-
puted as preseribed in section 821 com-
In the
event that an officer who has elected. under
the provisions of this section fo receive -a
deferred annuity dies before reaching the
age of sixzty, his contributions to the Fund,
with inlerest, shall be paid in accordance
with the provisions of sections 841 and

(¢) Any officer or employee of the
Service who s nmot a pariicipant in the
Foreign Service Retiremeni and Disa-
bility system shall be entilled only to such
benefils as shall accrue to him under the
retirement system in which ke is a partici-

isions relating to this section, retirement

Under

not exceed 25 percent of
Officers under 45 years
“whichever shall be greater.”
only to a refund of contributions made
Further, it is the

has contributed to the retirement fund
(i.e., at least 5 years of civilian

4
officer over forty-five yoars of age, sepa-
rated from the Service in accordanee .
with the provisions of paragraph (a)’ of
this section, shall be retired upon an
annuity computed in accordance with
the provisions of section 821 but not in
excess of 25 per centum of his per an-
. num salary at the time of his separa-
tion. i
mencing at the age of sixty years.
»
. 881.
(¢) Any Forecign Sorvice officer under
forty-five years of age, separated from
the  Service in saecordance with the
provisions of paragraph (ay of this
seetion, shall at the time of separation
receive .a payment equal to one year’s
salary or the refund of the contributions pant.
. made by him to the Forcign Service
N’ Retirement and Disability Fund, which-
ever shall be greater.
(d) Any payments made in accord-
ance with the provisions of this section
ghall be made out of the Foreign Service
Retirement and Disability Fund. 3
Paragraph (b) has been revised to provide that a participant separated from
the Service for-cause may receive a refund of contributions to the Foreign Serviee
retirement and disability fund, with interest, or may elect in lieu of a refund of
such contributions to receive a deferred annuity payable when he reaches age 60.
This brings into line the retircment prov
. provisions covering other types of scparation from the Foreign Service.
present provisions relating to separation for cause, officers 45 years of age or over
who are separated for unsatisfactory performance of duty are entitled to an
immediate annuity based upon their years of service, computed in aecordance
with the provisions of section 821, but such annuity may
. their basic per annum salary at the time of scparation.
of age who are separated from the Service for unsatisfactory performance are
entitled to a payment of 1 year’s salary or the refund of contributions made to
the Foreign Service retirement and disability fund,
Under present provisions officers separated for misconduet or malfeasance are
denied annuity benefits and are entitled
by them to the Foreign Service retirement and disability fund.
Tt is the Department’s view that there should be no “penalty’’ clause relating
to retirement benefits when there is separation for cause.
Department’s view that an officer who
and has served for a sufficient number of years
service) to qualify for a deferred annuity should not be denied the bencfits he
has earned regardless of the reason for his separation, and that he therefore should
have the choice of a refund of retirement contributions or a deferred annuity.
- New paragraph (c) has been added to make clear that retirement benefits under

the Foreign Serviee retirement and disability system relating to separation for
eause apply only to participants in that system.
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the Service separated under the provisions of this section are entitled only to such
benefits as shall acerue to them under any other retirement s;7stem in which they

are participants.

Parr B—TravEL anp RELATED EXPENS!S

Existing legislation

LOAN OF HOUSEHOLD EQUIPMENT

8Ec. 912. The Secretary may, if he
shall find it in the interests of the Gov-
ernment to do so as a means of eliminat-
ing transportation costs, provide officers
and employees of the Service with
household equipment for use on a loan
basis in personally owned or leased
residences.

Proposed 'egislation

LOAN OF HOUSEHOL) FURNISHINGS AND
EQUIPMENT

8zc, 912. The Secretary may, if he
shall find it in the interests of the Gov-
ernment to do so as 1 means of eliminat-
ing transportation costs, provide officers
and employees of th2 Service with basie
household furnishings and equipment
for use on a loan basis in personally
owned or leased residences.

The existing provision of section 912 authorizes the Se sretary to provide
officers'and employees of the Service with household equipment to use on a loan
basis in personall%rr owned or leased residences as a means of eliminating trans-

portation costs.

he language and the legislative history of this section does not

make entirely clear the Department’s authority to provide basic articles of fur-
nishings such as divans, dining room furniture, ete., as distinguished from equip-

ment items such as “refrigerators” (the example used in the

I. Rept. 2508, 79th

Cong., 2d sess., for “heavy aiticles.of househald equipment’), which the Govern-

ment should lend instead of transporting as personal and

household effects,

Experience has proved that it is in the interest of the Govern nent to establish a
clear legislative basis for providing basic furnishings in privately leased quarters
which would not be subject to any misinterpretation where such quarters and fur-

nishings are availahle.

Savings in transportation costs resulting from the furnish-

ing of divans, dining room furniture, and other heavy furniture can equal or exceed
savings which result from the provision of such items as refrigorators, stoves, and

other appliances.

PART B—TRAVEL AND RELATED EXPENSE:

Existing legislation
TRANSPORTATION oF [AuToMoBILES]

SEc. 913. The Secretary may, not
withstanding the provisions of any other
law, transport for or on behalf of an offi-

cer or employee of the Service, 'a pri~’

vately owned [dutomobile] in any ease
where he shall determine that water,
rail, or air transportation of the [auto-
mobile] is necessary or expedient for
any part or of all the distance between
points of origin and destination.

Proposed L gislation
TRANSPORTATION OF MOTOR VEHICLES

Sec. 913. The Secretary may, not
withstanding the provisions of any .other
law, transport for or on-behalf of an offi-
cer or employee of the Service, a pri-
vately owned motor vehicle or replacement
thereof in any case where he shall deter-
mtine that water, rail, or air transporta-
tion of the molor vehicle or replacement
thereof is necessary or expedient for any
part or of all the dista 1ce between points
of origin and destination.

The proposed amendment to section 913 substitutes “motor “rehicles or replace-

ment thereof” for the word ‘“‘automobile”.

It is necessary for Foreign Service

personnel to replace their motor vehicles from time to time, perticularly at posts

having adverse climatic and road conditions,
portation as well as to carry out their re

the U.S. Government.

in order to have adequate trans-

sponsibilities as official representatives of

There are occasions when conditions at oversea posts justify the use of motor

Vehicles other than automobiles.

Since the Comptroller General has ruled that

the Department does not have authority to transport motor vehicles other than
automobiles, e.g., motorcycles and motor scooters, the usc of the broader term

“motor vehicle” is suggested.

. 8mc. 10. (a) Paragraph (4) of seetion 104(a) of the Internal Revenue Code of
1954 (26 U.S.C. 104 (a)(4)) (relating to the exelusion from gross incorme of com-
pensation for injuries and sickness) is hereby amended to read as follows:

" ° '(4) amounts received as a pension, annuity, or similar allowance for per-

sonal injuries or sickness resultin,

from active servi
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of any country or in the Coast and Geodetic Survey or the Public Health
: ; Service, or as a disability annuity payable under the provigions of section
N 831 of the Foreign Service Act of 1946, as amended (22 U.8.C. 1081; 60
Stat. 1021).”
(b) (1) Section 402(a) of the Internal Revenue Code of 1954 (relating to the
taxability of a beneficiary of an employee’s trust) is hereby amended as follows:
(a) By striking out in the first sentence of paragraph (1) thereof “paragraph
(2)"” and inserting in lieu thereof “paragraphs (2) and (3)”, and
(b) By redesignating paragraph (3) thercof as paragraph (4) and by inserting
after paragrs}f)h (2) thereof the following new paragraph:
«(3) The amount includible under this subsection is the gross income of
a nonresident alien individual with respect to a distribution made by the
United States in respect of services performed by an employee of the United
States shall not exceed an amount which bears the same ratio to the amount
includible in gross income without regard to this paragraph as the aggregate
compengation paid by the United States to such employee for such services
and. includible in gross income under this subtitle or prior income tax laws
bears to the aggregate compensation paid by the anited States to such
individual whether or not includible in gross income.”
- (2) Section 871 of the Internal Revenue ode of 1954 (relating to the tax im-
posed on nonresident alien individuals) is hereby amended by striking out sub-
section (d) thereof and inserting in lieu thereof the following new subsection:
¢(c) Cross REFERENCE.— i
(1) For doubling of tax on citizens of certain foreign countries, sce section 891,
(2) For taxability of amounts paid by the United States to certain nonresident alien em-
ployees or their beneficiaries, see section 402(a) (3).7

Section 10(a) amends paragraph (4) of section 104(a) of the Internal
Revenue Code of 1954 to exempt disability annuities from Federal income tax.
This is in keeping with provisions relating to disability annuities payable by
the Federal Employees” Compensation Bureau, This proposed amendment
to the Internal Revenue Code has been approved by the Bureau of Internal
Revenue, Treasury Department.

Bection 10(b) amends sections 402 and 871 of the Internal Revenue Code of
1954 to provide tax exemption for annuities paid to nonresident aliens who are
retired employees of American Government installations abroad and to de-
pendents of such aliens,

Under the Treasury Department’s interpretation of the existing provisions
of the Internal Revenue Code of 1964 the annuities paid under the Civil
Service Retirement and Disability system to nonresident aliens who are
retired employees of the United States Federal Government, have been sub-
ject toa 30-percent withholding tax on the full amount of the annuity since
January 1052.. The imposition of this 80-percent tax on annuities, many of
which amount to $600 or less per year, has eaused scvere hardship in many
cases and engenders resentment against the United States for its failure to
comply with its contractual obligation to pay retired employces the pension
they had been led to expect. : .

In a letter dirccted to the chairman of the House Committee on Ways and
Means, dated August 8, 1958, the statement was made by the Treasury De-
partment that the 30-porcent withholding rate on annuity payments to non-
resident aliens was not intended to apply to former employees of the United
States and that the Department of the Treasury was in favor of legislation
which would provide tax exemption for these annuitants. The amendment
to soction 402(a) of the Internal Revenue Code of 1954 proposed in this
section is identical with that which the Treasury Department submitted to
the House Ways and Mcans Committee during the last gession of Congress.
This draft amondment has been approved by the Burcau of the Budget, the
Civil Serviee Commission, and the Department of State. The Treasury
Department has indicated that in the interest of obtaining this remedial
legisﬁatigxﬁ expeditiously, it does not object to the inclusion of this amendment
in this bill. :

© Senator MANSFIELD. Mr. Henderson you are also a witness on this
subject—the first witness. '
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STATEMENT OF HON. LOY W. HENDERSON, DEPUTY UNDER o
- SECRETARY OF STATE FOR ADMINISTRATION

Mr. HenpersoN. Mr. Chairman, I have here a Irepared statement
which I might read.. It will take probably 20 minutes to read it.
Would you prefer I submit this statement for the rooord?

Senator MansrFirLp. I would refer, Mr. Secretary, that you go
through it and pick out the hig]I]J spots because 1 see that it is 18
pages long. .

- Mr. Henpurson. If it is agreeable with you, I will submit it for the
record and then I will summarize it briefly for your henefit.

Senator MansrFizLp. Fine.

" BILLS AND AMENDMENTS FAVORED BY STATE DEPARTMENT

Mr. HenpersoN. For a period of more than a year, the Depart-
ment of State has been studying the Foreign Servize Act of 1946, as
amended, for the purpose of determining how thz Foreign Service
might be strengthened by the passage of further amendments to that
act.

In late December 1958 a draft bill was submitted to the Congress
and was introduced by Senator Green on January 17, 1959, as S. 443. .

Since that time the Department has prepared. anc obtained Burcau
of the Budget clearance on several additional and ¢ esirable proposed
changes in the Foreign Service Act which were intrc duced by Senator
Fulbright on June 23, 1959, as S. 2233.

In developing these amendments, the Departmaent has borrowed -~
several proposals from the bill introduced as S. 1243 >n March 2, 1959, ’
by Senator Saltonstall for himself and for Senator M ansfield,

. We are most grateful to you, Mr. Chairman, and 1o Senator Salton-
stall for your encouragement and assistance in our efforts to strengthen
the Foreign Service. :

There 1s one proposal in S. 1243 which the Depariment would have
liked to have included in its proposed amendments to the Foreign
?ervice Act, but which we could not include only because of time

actors.

I refer to section 4 of S. 1243, which would authorize “special
monetary or other incentives to encourage Foreign Service personnel
to acquire or retain proficiency in foreign languages or special abilities
needed in the Service.”

Senator MaNs¥iELD. Mr. Secretary, may I interrupt you to say we
are not conducting a hearing on S. 1243 this morning because we have
already had such a hearing.

Mr. Henperson. That is right.

Senator Mansrierp. But your suggestion will be given every
consideration. ’

Mr. HenpersoN. Yes.

In S. 443 and S. 2233, the Department is suggesting a number of
amendments which, in its opinion, would be in tha interest of: in-
creasing the general effectiveness of the Foreign Ssrvice; providing
greater flexibility to the Secretary in the management of the Depart-
ment and of the Foreign Service, and in administerir g their personnel -~
programs; strengthening the training programs and otherwise raising ’
the qualifications of members of the Foreign Service; and -consoli-
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dating the gains which have already been made as & result of the
Secretary’s mtegration program.

- Other suggested amendments would remedy certain deficiencies
in the retirement system. If adopted, certain staff personnel would
receive retirement benefits similar to those given members of the
Foreign Service Officer Corps, and surviving dependents of Foreign
Service personnel would be provided for in the manner similar to that
under which-dependents are protected under other Federal retirement
systems

STRENGTHENING OF STAFF CORPS

The first group of amendments relate to the strengthening of the
staff corps.

We are proposing amending section 415 so as to introduce a new
class structure of Foreign Service stafl personnel which would have 10
classes instead of the 22 which it now has.

We believe that this would be a more logical arrangement; It
would still facilitate our management of the staff corps, and would

malke a smooth flow of promotions.

This new structure would correspond to the new structure of the
Foreign. Service Officer Corps which was provided for in leglslatlon 2
years ago.

Senator MANSFIELD. Mr. Secretary, it T may interrupt at thlS
point, I would like to say that this reformation in the staﬂ' corps is
long overdue, is it not?

You will recall that we have discussed this on occasion in the past 5

or 6 years.
Mr. Hexprrson. Yes, sir.  That is nght
-’ Senator MANSFIELD. I8 it your opinion that what the Dopartmenthas

proposed will give greater stability and more opportunity for advance-
ment to the people in the stafl corps—both those who will be coming
in and those who have been in for some years?

Mr. Henprrson. That is right.

We fecl it will assist greatly in stabilizing the staff corp:,, giving
the members of the stafl corps a feeling that they have some future,
and thit their promotions are being given in' a more systematic manner.

'INCLASS PROMOTIO\TS AND LA'TFRAL'ENTRY INTO STAFF CORPS

I may say that one feature of our amendments is a pr0v1s1on which
would give longevity pay increases to staff personnel.

- We have not had: that feature before. It is in some of the civil
service provisions, and we would like to introduce that here.

There are certain occupational categories in the staff corps upon
whlch there are classification ceilings. A longevity pay plan will
provide some incentive for personnel occupymg posmons in" these
categorics.

" We also have a provision: that would prowde for the recrultment
of staff corps at other than the minimum rates of each: class.

- The present law makes it necessary for us to bring in new. recruits
at the bottom of cch class. I will not go into that in detail. I
think the proposal would.giveus more flexibility by making it possible
to take in new recruits at various steps in the appropriate classes.

Senator MansrieLp, New personnel would be brought in laterally?
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Mr. Henperson. Yes, laterally, at various steps in class.
Would you like to have me just touch briefly c¢n each amendment -
or treat them in a general way? Lo i
Senator MansrFieLp. I think you treat them fairly specifically in
your statement, from what I have been able to read so far. So now
you may if you will, just treat them generally. -
Mr. Hexperson. All right, sir.
Senator MangrFizLp. We will have your complete statement in the
record which will give the details.
Mr. HexpersoN. The amendments would provide for additional
salary increments in each class based on proficieacy and length of
service. I have just mentioned that.

TEMPORARY SERVICE IN STAFF CORPS

At the present time we have no authorization tc hire members of
the Staff Corps on a temporary basis, such as we have in the Foreign
Service Reserve Corps. There are occasions when we would like to
hire staff personnel, say, for 2 years to do a specific job, and we would
like to have the authority to do that. :
We. also would like to have the authority to bring in Staff Corps
personnel on a trial, or probationary, basis. We wculd like for their
first assignment to be, under regulations, for perhaps: 2 years.
If, during those 2 years—or whatever the periol may be—they
would not live up to expectations they could be released without going
through the usual procedure for separation from tie Service. We
have that procedure at the present time in the Foreign Service Officer
Corps. : -~
‘We also are suggesting amendments to provide for the separation of o
staff personnel on the same basis as now provided for Foreign Service
officers in case they later do not live up to expectatioas.

BRINGING STAFF PERSONNEL UNDER FOREIGN SERVICE RETIREMENT
SYSTEM

One important amendment would provide that Foreign Service Staff
personnel who have been in the Foreign Service for a period of 10 years
or more would come under the Foreign Service retirement and disa-
bility system rather than remain as they are under the civil service
retirement system.

It is our gelief that the Foreign Service retirement system can be
better adapted to the needs of the Staff Corps than the civil service
gystem.

yThat would mean that ordinarily members of the Sta;¥ Corps would
retire at 60 instead of at 70 as at present.

It would also mean that at the age of 50, after 20 years of service,
they could retire voluntarily.

‘Senator MANSFIELD. Dig you say that the Staff Cecrps personnel
cannot retire until they reach the age of 70? : :

Mr. HenpersoN. They can retire as in the civil service at the age
of 62 at the present time, and normally must retire at 70.

They can also retire somewhat earlier with certain reductions in

annuities, : a

Approved For Release 1999/08/27 : CIA-RDP78-03721A000400020007-7



Approved For Release 1999/08/27 : CIA-RDP78-03721A000400020007-7

FOREIGN SERVICE ACT AMENDMENTS 103

- Under the Foreign Service retirement system they can retire volun-
tarily after they are 50 years of age and been in the Service 20 years
- and receive full annuity credit for their years in service.

We fecl if a person has served many years abroad, he should have
the opportunity to retire when he reaches the age of 50. -

Senator MansFieLp. What is the mandatory retirement age in the
civil service? . B

Mr. Henprrson. Seventy, with at least 15 years service, or upon
completion of 15 years service.

FLEXIBILITY OF CIVIL SERVICE AND FOREIGN SERVICE POSITIONS

There are also a series of amendments which would provide greater
flexibility in managing the service and in recruiting and utilizing
foreign service personnel. - :

One of the amendments falling under this heading would, in accord
with the recommendations of the Wriston Committee, give the
Secretary authority to convert civil service positions in the Depart-
ment to Foreign Service positions and vice versa.

At the present time we have established what we call dual service
positions m the Department in which either a Foreign Service officer
or g civil servant can be the incumbent.

LATERAL ENTRY AND DIRECT APPOINTMENT TO CLASS 7 OF OFFICER
CORPS

Another amendment which we are proposing would remove the
presently existing numerical limitation upon lateral entry into the
Foreign Service Officer Corps. :

We feel the numerical limitation is no longer necessary and that
we should have some discretion in deciding who should be brought
into the corps, and who should not be brought in.

Another amendment would permit the appointment to class 7 of a
limited number of persons who have qualified for FSO-8 appoint-~
ment when age, experience, and other qualifications make such
higher level appointments appropriate. This provision is similar to
the one which was incorporated in the bill S. 1243, :

EXTENDING SERVICE OF OFFICERS BEYOND RETIREMENT AGE AND
RECALLING RETIRED  OFFICERS

Another amendment would authorize the Secretary, if he deter-
mined it to be in the public interest, to extend beyond retirement
age the service of officers who are approaching mandatory retirement,
and sgso to recall temporarily into service officers who have been
retired. ‘ ‘

At present, the Secretary may extend the service of officers beyond
retivement age or he may recall retired officers only when he has.
determined an emergency to exist. :

The suggested use of the phrase “in the public interest” would give
the Secretary more discretion -in utilizing the specialized skills of
experienced officers as the need for their services oceurs.

Another amendment would permit the assignment of Foreign
Service personnel, without. the loss of their Foreign Service status,
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to other governmental agencies and to international organizations or
commissions. -
Another amendment would restore authority fo:: inclass promotions ‘
for especially meritorious service.
This amendment is necessary in view of a determination by the
Comptroller General that authority of this naturs, which the Secre-
KLry formerly had, was made inoperative by the Incentive Awards
ct. .

SEPARATION FROM THE FOREIGN SERVICE

The provosed amendments would combine into one section of the
Foreign Service Act provisions governing separation for cause that
would be applicable to all ecmployees of the Forgn Service on a
uniform basis.

At the present time we have four different sections relating to
separation from the service for cause. We feel this provision,would
be more just, and that it would also facilitate the process of the
separation. -

FOREIGN SERVICE INSTITUTE AND TENURE OF RESERVE OFFICERS

Proposed amendments relating to the Foreign Service Institute
would provide authority for dependents of Foreign Service personnel
to receive language orentation and other training at the Institute
when such training is in the interest of the Service.
Authority to employ persons who are noncitizens of the United
States, for use in specialized language and ares training programs
when citizen instructors .are not available, would also he provided.
Another proposed amendment would extend the seriod of service -~
of Reserve officers, the tenure of whom at present is limited to 5
years by another period up to an additional 5 years if the Sccretary
determines that such extension would be in the publiz intercst. ,
. There are certain technical reasons for this which I have touched
upon in my principal witness statement, so I shall nat go into them
at the present time unless you would like for me to do so. ,
Senator MansriLEp. Mr. Secretary, I have hero. a number of
questions. Rather than take up your time- in this hearing, I will
give them to you and would appreciate receiving detailed answers
to cach one. (See.p. 205, appendix II1.)
Mr. Hexperson. Yes, sir. o
Senator MansrieLp. In this group I shall give ycu a copy of a
letter to take back with you to the Department, involving a person-
nel action by Mr. Hugh S, Cumming, Jr. I would like to have your
answers to two questions in the letter: One. Do you agree with the
judgment exercised by Mr. Cumming in this case? Aad, two, is this
case typical of the personnel policy of the Department in this regard?
. J shall insert the letter in the record at this point and put your
answers in the record later. RS
(The letter referred to follows:) :
- . Wooprow Winson Hawni,
. : o . . February 18, 1969,
Hon. Huon 8. CumMming, Jr., : )
Director for Intelligence and Research,
Deépartment of State, Washingion, D.C. : IR s
- 'Dean MR. AvBassapor: In a letter of February 11,-Mr. Baitos; Director of -
your Executive Btaff, informed me that you would support a request of the
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Division of Rescarch and Analysis for the Far East to recruit me as either a
~ Foreign Service Reserve officer, class 6,-or a civil-service employee, GS~11, at an
annual salary of $7,030, and to assign me to the same position I was in when 1
requested leave of absence to complete my Ph. D. I much appreciate your in-
terest and assistance in my desire to return to the Foreign Service, and I am

grateful for your helping to arrange this offer of employment. “
After much deliberation I have deeided, however, to take a combined teaching-
administrative job at Indiana University. Indiana now has one of the fastest
growing and most imaginative programs of Russian studies in the United States,
and within & few years [ believe that it will be among the best and most productive
American eenters for teaching and research on Russia and Eastern Europe. Iam
pleased’ to have an opportunity to participate in this development at Indiana,
and I look forward to returning to teaching and to my scholarly studies of Soviet
. foreign policy and Russian history. ce :
" I regret very much not being able to reenter the Foreign Serviee, for I feel that
the challenges and satisfactions in such a carecr are very great. I believe, how-
ever, that I can make a contribution in academie life and that, for the moment
at-least, it offers me greater freedom and more opportunities for the development
of my intellectual interests and previous training in Soviet affairs than does the

Foreign Service. i

In any case, if I had decided to return to Government service, I would have
agcepted a position at the G8-13 level offered me by another Government agency.
With four children, it would not be possible to make ends meet on the salary
offered me in DRF, While I realize that an officer- could hardly be rewarded
for having left the Service to complete his doctorate, T do not think that he should
be penalized, either. . I would welcome an opportunity to take up again research
and analysis on Indoncsian affairs, thé job I occupied-at the time of my resigna-
tion, but I could hardly be expected: to return at exactly the same salary and
grade level I then commanded, in view of the additional {raining and experience
as a researcher, adminigtrator, and student of diplomacy I have acquired in the
intervening 2 years, Morcover, if -I were recruited without reference to my
prior grade in the Serviece, it scems probable that my training and experience
would qualify me for a GS-12 position, :

It is, of course, unfortunate that I originally entered the Service somewhat
older and with more training and preparation than most beginning FSO’s. " 1
have not lost hope, however, that some day the personnel policies of the Serviee
will adopt the widely aceepted practice in most cnterprises today of recognizing
and making allowance for comparable experience and accomplishment in other
organizations and fields of endeavor, -

After my return from. the Soviet Union and Western Europe in May, I hope
that Frisky and I can arrange a trip to Washington before we move to Indiana.
If so, we look forward to seeing you and: Mrs. Cumming then.

Best wishes,

Ce: Joéeph T. Bartos. ) : .
(The memorandum subsequently received from Mr. Henderson is
as follows:) .

Before giving specific answers to the committee’s direet questions on this
subject, I think it would be helpful to give a description of the events which
preceded Mr, Thompson’s letter of February 18, 1959, )

Mr. Thompson was appointed to the Foreign Service in June 1954 as an
FBO-6. Ie was assigned to Djakarta later that same year, was converted to
clags 7 with the change in the FSO class structure in July 1956, and was pro-
moted to class 6 in January 1957, At the conclusion of his tour of duty in
Djakarta, Mr. Thompson was assigned to a vacant position in the Bureau of
Intelligence and Research, a position in which his experience in Indonesia would
be extremely valuable and for which he was specifically requested by the Bureau.
Bhortly after his return to the United States in carly 1957, Mr. Thompson re~
quested leave without pay in order to complete his academic work for a Ph, D.
and to take advantage of a grant which had been offered him by the Joint Com~
mittee on Slavic Studies. After careful consideration of this request, the Depart-~
ment decided that it could not be granted because no other officer was available
for the position to which he had been assigned, he already had an extensive
academic background in Soviet affairs and his thesis would not be of outstanding

JouNn M. THOMPSON.
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importance to the Department. The Department did vndertake to assure Mr, M
Thompson that, when he could be replaced, a request for ;eave without pay might il
be given favorable consideration. Mr, Thompson thercupon decided to resign
from the Foreign Service.
In September 1958, Mr. Thompson ecalled on the Deputy Assistant Secretary
for Persovnel to discuss his interest in reinstatement in tle Foreign Service when
he completed his work for his Ph. D. degree in the spring of 1959, At that time,
Mr. Brown explained the possibility of his appointment as a Foreign Service
Reserve officer and ultimate lateral entry into the Foreig1 Service Officer Corps.
In December' Mr.. Thompsoq pursued the possibility of reinstatement in the

officers of the Bureau to requesting the Department’s Office of Personnel to

appoint Mr. Thompson as a Yoreign Service Reserve officer to fll a vacancy in

tll1)e Bureat. It might be mentioned that this was at a 1ime when the Depart- .
Ient’s financial situation was quite serious and almost no appointments to the
Reserve Corps were being made. The question of offerir g Mr. Thempson such
an appointment was kept very informal until Mr. Cummin,; was able to determine
whether there was sufficient need for his services to warra 1t outside recruitment,
Mr. Cumming decided in carly February that from the poirt of view of his Bureau
there was a need for an officer of Mr., Thompson’s background and experience in
& vacant Foreign Service officer position at the class 6 levcel, a need sufficient to

appointed. This possibility was explained to Mr. Thomgson who replied in his
letter of February 18, a copy of which the committee has.

Mr. Thompson’s salary at the time of his resignation as an FSO-6 was $6,100
but if he had continued in his position_classified at the (3S-11 level, he would
have been paid at the rate of $6,390. With the pay increae effective in 1958 the
position would carry a salary of $7,030 which was the rate: of the tentative offer
made to him. i

The first question posed by the committee is, “Do you agree with the judgment
exercised by Mr. Cumming in this cage?” )

It is presumed from reference to Mr. Thompson’s lettor that the matter of ’qﬁf
“judgment” has to do with the level of the tentative offer made to Mr. Thompson., i
My- answer to this question is that in the circumstances I do agree that Mr,
Cumming’s offer was an appropriate one. The vacaney fcr which he was being
‘congidered was the only available one in the Bureau of Inte lligence and Research
which might warrant filling by recruitment from outside the Service and was at
the FSO-6/GS-11 level. On this ground then it would not 1ave been appropriate
for Mr. Cumming to have suggested consideration of him an a higher level. It is
perhaps important to note that Mr. Thompson has acadcmic background and
qualiﬁ%ations for service in positions calling for special knowledge of Soviet

’ Russia and, because of his experience in the Service, for positions having to do with
Indonesia. The Service now has many officers at all levels qualified in the Soviet
field but relatively few officers who are expert in Indonesic.. If Mr. Thompson
had accepted Mr, Cumming’s tentative offcr the only justification for appointing
him as a Reserve officer would have been because of his valuable experience in
Indonesia, . :

The second question is, “Is this case typical of the personnel policies of the
Department in this regard?”’

am not certain which policies are meant but I shall mention some policies and
practices which appear to be related. The Department’s general policy with
respect to the appointment of Foreign Service Reserve officers has been implied
In the above. Briefly, the Department’s policy is to 611 acancies in Foreign
Service officer positions from within the Foreign Service, but if no Foreign Service
officer is available for a vacancy within a reasonable time, a person may, if funds
are available, be appointed in the Foreign Service Reserve 5o fill the position if
he has the special qualifications required. There was a need for a person with
Mz, Thompson’s general ability and specific Indonesian experience in the Bureau
of Intelligence and Research at the FPSO—S level and Mr. Thompson’s appoint-
ment might have been justified in spite of our tight budgetary situation.
. The question also implies that the Department as a ger eral rule disregards
added maturity, qualifications and experience gained by a former officer during
his absence from the Department, In this connection, let us issume Mr. Thomp-
son had decided to remain in the Service in 1957 and accept his assignment to the -
position in the Bureau of Intelligence and Research. It is possible that he would
have earned a promotion to class 5 after 2 years. If his request for leave without
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pay had been granted, however, he could not have earned a promotion since the
; gelection boards would have had no reecord of performance covering the period
- since his last promotion in 1957. Does he suggest: that, by obtaining a Ph. D,
and gaining certain experience outside the Department, he should have been
promoted in competition with his colleagues whose experience in the Service was of

more direct benefit to the Department?

I do not understand Mr. Thompson’s reference to being penalized for having
left the Service to complete work toward his doctorate. Im spite of the Depart-
ment's genuine need for his services, Mr. Thompson chose to resign in 1957 when
his personal wishes could not be immediately satisfied. In the Department’s
view he had no right to reinstatement at any level; the question of reappointment
would have to be considered, as it was, on its own merits at the time in relation to
the needs of the Department.

Mr. Thompson referred also to personnel policies of the Department which in
his view should “adopt the widely aceepted practice in most enterprises today of
recognizing and making allowance for comparable experience and accomplishment
in other organizations and fields of endeavor.,” Mr. Thompson was 28 years and
3 months old at the time of appointment, had an AB and MA and had taught at
Rutgers and Columbia. The committee is aware of the Department’s support of
the pending amendment which would permit appointment at the class 7 level in
certain cases. However, it is interesting to note that the average age of FSO-8’s
at the time of appointment is 26 years and 3 months. Of a representative sample
of 265 FSO-8's now on the rolls of the Department, 81 have done some graduate
work without obtaining a degree and 86 have earned M.A.’s or higher, including
Ph. D.’s and LL.B.’s. ~ It is therefore truc that at the time of his entrance into
the Bervice Mr. Thompson was somewhat older than the average age of beginning
officers but it is not true that his academic attainments and work experience were
very unusual, .

Senator Mansrierp. Mr. Henderson, do you have anything
further to say on these two bills?
I note you have Mr. Aaron Brown, and Mr. William Woodyear
with.you. Do they have any testimony to give?
-’ Mr. Henperson. No.
(The prepared statement of Mr. Henderson follows:)

By Hon, Loy W. Henperson, DErUTY UNDER SECRETARY OF STATE FOR
DMINISTRATION

Mr. Chairman, I am glad to have the opportunity to appear before this
committee again in support of further legislative improvements in the Foreign
Service Act of 1946. As I am sure you are aware, the continued and constructive
interest of the committee in the problems and needs of the Foreign Service is
greatly appreciated.

For a period of more than a year the Department of State has been studying
the Foreign Service Act of 1946, as amended, for the purpose of determining
how the Foreign Service might be strengthened by the passage of further amend-
ments to that act. In late December 1958, a draft bill (the Foreign Service Act
Amendments of 1959) was submitted to the Congress and was introduced by
Senator Green on January 17, 1959, as S. 443. Since that time the Department,
has prepared and obtained Bureau of the Budget clearance on several additional
and desirable proposed changes in the Foreign Serviee Act which were introduced
by Senator Fulbright on June 23, 1959, as S. 2233,

DEPARTMENT OF STATE STRESSES NEED FOR PROVISION IN 8. 1243 TO ESTABLISH
STANDARDS OF LANGUAGE PROFICIENCY

In developing these amendments, the Department has “borrowed” several
proposals from the bill introdueed as 8. 1243 on March 2, 1959 by Scnator Salton-
stall for himself and for S8enator Mansfield. We are most grateful, Mr. Chairman,
to you and Senator Saltonstall for your encouragement and assistance in strength-
-ening the IForeign Serviee, .

There is one proposal made in 8. 1243 which the Department would have liked
to include in its proposed amendments to the Forcign Serviee Aect, but which we

i could not include only because of timing factors. I refer to scetion 4 of S. 1243
h which would authorize “special monetary or other incentives to encourage Foreign
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Bervice personnel to acquire or retain proficiency i foreign languages or special -;,
abilities needed in the Service.” We believe this would be a very desirable amend- =
ment to the Foreign Service Act.

- GENERAL PURPOSES OF 8. 43 AND 8, 2233

In S. 443 and 8. 2233, the Department is suggesting a number of amendments
which in its opinion would be in the interest of: inerensing the general effectiveness
of the Foreign Service; providing greater flexibility tc the Sceretary in the manage-
ment of the Department and of the Foreign Service and in administering their
personnel programs; strengthening the training prcgrams and otherwise raising
the qualifications of members of the Foreign Service; and consolidating the gains
which have already been made as a result of the Secretary’s integration program.
Other suggested amendments would remedy certain deficiencies in the retirement
gystem. If adopted, certain staff personnel would receive retirement benefits
elmilar to those given members of the Foreign Servies Officer Corps, and surviving
dependents of Foreign Service personnel would be provided for in a manner similar
to that under which dependents are protected under other Federal retirement
systems. . :

" For the purpose of presenting the proposed amendments and indicating their
effect on the Foreign Service, it may be helpful if [ group them in four general
categories. ]

STRENGTHENING OF STAFF JORPS

. The first of these categories ‘covers amendment3 that would strengthen the
Staff Corps. It will be recalled that one of the recommendations of the Wriston
- committee was that Staff officer positions, with the vxeeption of a limited number
of highly technical positions, should be converted into Foreign Service officer
positions and that the current incumbents of Stafl cfficer positions, unless unable
10 meet certain established standards, should be of’'ered commissions as Foreign
Service officers. This recommendation has been carried out with the result that
opportunity for advancement in the Staff Corps has been severely limited because
of the relatively small number of high level positions now remaining in the corps.
Since work performed by staff personnel is essential to the effectiveness of the .
Foreign Service, it is desirable that staff personn:l have designed for them a ’
program that will assure the recruitment and ref ention of persons possessing
appropriate qualifications and that will irsure the maintenance of high morale
in the Staff Corps. Among the amendments proposed are several which, it is
hoped, will strengthen the Staff Corps and will give added incentive to young
men and young women seeking careers in the Foreizn Service Staff Corps.

THE 10-CLASS STRUCTURE RECOMMENDED

The new 10-class salary structure recommendec! by the Department for the
Staff Corps would provide significant improvements in the Foreign Service Staff
Corps salary schedule. The structure of the Fo:eign Service officer schedule
was modified in 1956 to provide basic improvements in accordance with the
needs of the Service, At that time the personnel integration program was under-
way and it was not possible to determine clearly the-future needs of the Foreign
Service Staff Corps. The proposed new class and salary schedule for the Staff
Corps is specifically designed to provide a more alequate promotion ladder for
ladder for these employees, including equitable and appropriate salary adjust-
ments when promofions to the next higher class are awarded. The proposed
10-class sehedule has several other features: :

() The rates of the top three Forcign Service Staff classes are the same as the
rates contained in classes 3, 4, and 5, respectively, of the Foreign Service officer
schedule. This provides equitable treatment for personnel serving at similar
levels and will facilitate the conversion of Staff Corps personnel at these levels
vaho may qualify in the future for lateral entry into the Foreign Service Officer

orps.

(b) It consolidates overlapping classes, eliminaten overlapping at the top levels,
and improves the step-rate increment plan. .

(¢) It provides for consolidation of the present 2i-class structure into a 10-class
structure with the result that the lower classes (14 shrough 22) that are not being
used are eliminated,

(d) It provides that with the exception of classes 1 and 2 all staff personnel will “~
behaccilj %stcd to clags number designations higher than those held under the present
scneduic.
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OTHER BENEFITS FOR STATFF CORPS

-’ The proposed amendments would also make it possible to bring personnel into
the Staff Corps in any salary rate of a given class which might be appropriate
on the basis of former experience and earning levels; they would provide for in-step
promotions in the Staff Corps on the basis of merit; they would provide for addi-
tional salary increments within each clags based on proficiency and length of
service; they would make it possible for members of the Staff Corps to be ap-
pointed to temporary, limited, or permanent positions and for the establishment
of probationary periods for such appointees; they would provide for-the scparation
of staff personnel on the same basis as is now provided for Foreign Service officers;
and they would provide that cortain membors of the Staff Corps would become

participants in the Foreign Serviee retirement and disability system.

. GREATER FLEXIBILITY IN MANAGING THE SERVICE AND IN RECRUITING AND UTILIZING
. FOREIGN SERVICE PERSONNEL

This group of amendments would clarify certain existing provisions of the act,
make possible greater flexibility in managing the Service, and provide the Depart-
ment with more lecway in recruiting and utilizing Foreign Service personnel.

“One of the amendments would, in aecord with the recommendations of the
Wriston Committee, give the Secretary authority to convert civil service positions
in the Department to Foreign Service positions and viee versa. As the nceds
of the Service change to meect new conditions, situations develop from time to
time which require that certain classificd civil service positions in the Depart-
ment he changed to Foreign Service positions or that I'oreign Service positions
be reconverted to civil service positions.

In order that the Department may have more freedom in selecting persons who
through previous governmental gervice and background have developed certain
speeialties urgently needed in the Service, one of the amendments provides for the
removal of the presently existing numerical limitation upon lateral entry into the
Toreign Service Officer Corps. Tt is not the intention of the Department to weaken
the career principles which must be maintained if there is to be a highly efficient
professional Foreign Service. Nevertheless, the Department should be able to

-’ Tecruit especially well qualified and nceded personnel laterally from other agencies
of the Government without being restricted in such recruitment by numerical
limitations.. A proposed amendment would also permit the direct appointment to-
class 7 of a limited number of persons who bave qualified for FS80-3 appointment
when age, expericnce, and other qualifications make such ‘higher level appointe
ments appropriate.

EXTENDING RETIREMENT AGE AND TEMPORARY RECALL OF RETIRED OFFICERS

Other amendments under consideration would authorize the Seeretary, if he
determined it to be in the public interest, to extend beyond retirement age the
gervice of officers who are approaching mandatory retircment and also to recall
temporarily into service officers who have been retired. At-present, the Secretary
may extend the serviee of officers beyond retirement age or he may recall retired
officers only when-he has determined “an emergeney to exist.” The suggested
use of the phrase, “in the public interest,” would give the Secretary more discretion
in utilizing the specialized skills of experienced officers as the need for their services.
oceurs. It isnot the intention of the Department to extend the service of officers
beyond. retirement age- or to rocall Tetired officers into the Service except under
unusual conditions. Experience has demonstrated, however, that it would be in
the public interest, from time to time, even though no emergency exists, if officers
of particular value in certain positions could be retained beyond retirement age or
if retired officers could be recalled to active duty to porform specific tasks.

ASSIGNMENT OF FOREIGN $ERVICE PERSONNEL TO OTHER AGENCIES WITHOUT LOSS
OF FOREBIGN SERVICE STATUS

Another proposed amendment would permit the assignment of Foreign Service
personnel, without the loss of their Foreign Service status, to other Government
agencies and_to international organizations or commissions. Under present
provisions, a Foreign Service officer may not serve as & Presidential appointee in
an agency other than the Department of State without retiring or resigning from

- the Service. Furthermore, the Department has encountered certain difficulties
which this amendment would remove in assigning officers to international organi-
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zations or commissions in which it is in the interest of he United States to have A

representatives.

INS
A proposed am

TEP PROMOTIONS AND S]!'IPARATION FROM SERVICE

endment to restore instep promotions within classes for especially

meritorious service is necessary in view of a determin:ition by the Comptrolier
General that authority of this nature which the Seeretary formerly had was made
inoperative by the Incentive Awards Act, Cash awards authorized ‘by the In-
centive Awards Act are not ag appropriate for career Forvign Service officers as are
meritorious inclass promotions.

The proposed

amendments would combine into one section of the Foreign

Service Act provisions governing separation for cause 1hat would be applicable

to all employees

of the Foreign Service on a uniform basis, Under the present

provisions separation for cause is covered in four separite seetions of the act in .
such a manner that there is not equitable application of the provisions to all

categories of For

FOQREIGN

eign Service personnel,

SERVICE INSTITUTE AND TENURE OF RESERVE OFFICERS

Proposed amendments which relate to the Foreign Service Institute would
provide authority for dependents of Foreign Service perscnnel to receive language,
orientation, and other training at the institute when such training is in the interest

of the Service.
States for use in

Authority to employ persons who are noncitizens of the United
specialized language and area training programs when citizen

instructors are not available would also be provided. )
Under the proposed amendments, it would be possible in special circumstances
for the Secretary to extend the period of service of Reserve officers, the tenure of

whom at present
ment to provide

is limited to 5 years. This authority is needed by the Depart-
or the continuation on the rolls of certain Foreign Service Reserve

officers whose positions together with certain functions ha e been transferred from
ICA to the: regular operations of the Department, Many of these officers ap-

DISCONTINUANCE OF SALARY DIFFERENTIAL FOR CIVIL SLRVICE EMPLOYEBES IN

At the present
tions in the Dep
higher than the
officers now recei

FOREIGN S8ERVICE

time, a number of Foreign Sérvice officers are assigned to posi-
artment, which are classified under civil service at rates of pay
Foreign Service officer’s salary. Under present provisions such
ve differentials to cover the differences beiween their salaries-and

those of the civil service positions to which they are assigmed. One of the pro-
posed amendments would eliminate this salary differenticl. It is believed that

with the integrat

ed departmental and Foreign Service program now in effect and

the resultant rotation of Foreign Service officers betwoen field posts and the

Department on a

regular basis, there is no justifieation for t 1e continuance of these

differential payments. Foreign Service officers assigned t» overseas posts do not
receive a differential regardless of the nature of their assign ments and it is not the
Department’s intention to continue to pay salary differentials when such officers
are assigned to Foreign Service officer positions in the Depirtment.

IMPROVEMENTS IN THE RETIREMENT SYSTEM

The proposed amendments include a number of changes in title VIII of the
Foreign Service Act which, as you know, relates to the Fore ign Serviee retirement
and disability system. :

Approved For Re
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Foreign Service officers and their surviving dependents. Among the proposed

improvements in the Foreign Service retirement and disability system are: A pro-

N’ vision I have alrcady mentioned which will include certain Staff officers and
employees in the system; liberalization and clarification of provisions relating to
the computation of annuities and survivorship benefits which will bring the Foreign
Service system. in line with other Federal retirement systems; clarification of the
provisions relating to retirement for disability and to the reinstatement of recov-
ered disability annuitants; and. clarification of the provisions relating to death in
service. Further proposed amendments to title VIII will provide discontinued
serviee annuities similar to those of other Federal retirement systems, an increase
in the rate of participant contributions to the Foreign Bervice retirement and
disability fund from 5 percent to 6% percent of basic salary, and a number of other
clarifying and simplifying changes.

N MISCELLANEOUS AMENDMENTS

Algo recommended are a number of miscellancous amendments which, if
adopted, would strengthen and improve the administration of the Service.
hese include proposals to clarify and simplify provisions for the establishment
. of compensation plans for local (alicn) employees and to provide for the use of
these provisions by other departments and agencies of the Government author-
ized to administer local (alien) employee programs; to grant couriers, in view of
the hazardous nature of their assignments, a salary differential of up to 15 percent
of their basic pay; to clarify provisions relating to the selection out of Foreign
Service officers in classes 4, 5, 6, and 7; to further clarify and simplify provisions
relating to separation for cause; to clarify provisions relating to the furnishing of
household equipment in order to effect economy in transportation costs; and to
clarify provisions relating to the transportation and replacement of motor vehicles.
With the approval of the Treasury Department, we are also including among
our miscellaneous proposals two amendments to the Internal Revenue Code of
1954 which. are.of ‘great importance to the Departinent. One will exempt from
income:tax liability annuities paid to partieipants jn.the Foreign Service retire-
ment and disability system who are retired for disability. The other is a change in
the Internal Revenue Code which will solve a very serious problem relating to the
| annuities paid nonresident aliens who are retired employees of the U.S. Govern-
ment. The majority of these retired local nationals of other countries who have
served the U.S. Government loyally and well, over periods of many years, have
been retired on annuities which amount to only a few hundred dollars per year.
These annuities have come to be considered a contractual obligation of the United
States which many pensioned employees, after having made contributions to the
civil service retirement fund during the years of their employment, count on to
provide for them in their old age. However, on the basis of a Treasury Depart-
ment interpretation of existing provisions of the Internal Revenue Code, these
annuities have since January 1952 been subjeet to a 30-percent withholding tax
on the full amount of the anpuity. . This has caused severe hardship in many cases
and has reflécted unfavorably upon the United States as an employer.
« " While -affected alien annuitants can be found in limited numbers throughout
the world, it is significant that a great majority of those affected (approximately
3,000) are in the Philippines. These annuitants considered themselves American
citizen employees of the U.S. Government while the Philippines were a possession
of the United States. They lost their American nationaﬁty when independent
. status was given to the Philippines. Now being considered alien employees,
they have had their annuities reduced by one-third. This has been the subject
of protests from the Philippine Government to the U.S. Government each year
since the imposition of this 30 percent tax. The Treasury Department now
agrees that the tax should not be applied to the annuities of aliens who were
former employees of the United States. The draft amendment to the Internal
Revenue Code has the approval of the Civil Serviece Commission as well as that
of the Treasury Department and the Department of State.

This concludes my statement concerning 8.'443 and 8. 2233. Members of my
staff and I are at your disposal to discuss individual proposed amendments and to
sup(}j)ly you with any background data or supplementary information you may
need.

I do not know how you desire to proceed, Mr. Chairman. If you wish me at
this time to comment also on 8. 1243, I would like to offer for the record a copy
of my statement made at the committee’s hearing on this bill held April 16, 1959.
If, however, you wish to take up S. 1243 as a separate item, I shall be glad to
hold the statement until the appropriate time.
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CREATION OF OFFICE OF UNDER SECRETARY OF 3TATE FOR WESTERN
HEMISPHERE AFFAIRS ’

Senator Maxsrrerp. We will next turn to S. 106, & bill by Senator
Smathers to authorize an Under Secretary of State for Western

Hemisphere Affairs. .
(S. 106, together with executive branch comments, follow:)

[8, 106, 86th Cong., 1st sess.]
A BILL To authorize an Under Secretary of State for Western Hemisphere Affairs

Be it enacled by the Senale and House of Representatives of the United States of
America tn Congress assembled, That the Act of May 26, 1949, as amended (5
U.8.C. 151a—151¢), relating to the organization of the Department of State, is
further amended as follows:

(1) In section 2, add the following new subsection:

“(¢) There is hereby established in the Department of State the Office of the
Under Secretary of State for Western Hemisphere Affai-s, which shall be filled
by appointment by the President, by and with the advice and consent of the
Senate. The Under Secretary of State for Western Hemisphere Affairs shall
reccive compensation at the rate of $22,500 per year and saall perform such duties
a8 may be prescribed by the Secretary of State.”

DEPARTMENT OF STATE,
- Washingtcn, February 18, 1959,
Hon. J. W. FULBRIGHT,
Chairman, Commiltee on Foreign Relations,
U.S. Senate. )

DzAR SeENatTor FuLBriGHT: The Department fully app roves of the basic intent
underlying 8. 106 introduced by Senator Smathers on Jantary 9, 1959 to authorize
an Under Secretary of State for Western Hemisphere Affairs. Perhaps at no
time in our history has it been of greater importance to tl.e United States to con-
centrate on and improve our relations with our Hemiiphere neighbors. The
Departent of State seeks to improve the organizationa. as well as substantive
aspects of its relationships with nations of the Western Hemisphere and inter alia
is giving full cousideration to the recommendations of th: Milton 8. Eisenhower
report. ) .

pWhile the creation of the new title-and position of Undur Seeretary of State for
Western Hemisphere Affairs mizht contribute in certain respeets to the end which
is mutually desired, the Department of State is of the opinion that the disadvan-
taces of such a title change outweigh the advantages. It would destroy the
existing pattern of organization of the Departnent by elevating above the Assist-
ant Secretary level one of the five geographic bureaus, thus violating the concept
of equality of areas advocated in Senator Smathers’ speezh. It would have the
disadvanta~—e of adding one more Under Secretary of State position, all of which
now have functional not regional authority. In this coanection, it is essential
to recognize that the Under Secretary and the Under fiecretary for Economic
Affairs, as well as the two Deputy Under Secretaries (Political Affairs and Ad-
ministration), all share responsibilities for the major problems in our relations
with Western Hemisphere nations. It should not be considered, therefore, that
these problems receive only fifth-echelon attention and coisideration throuzh the
Assistant Secretary for Inter-American Affajrs.

Be assured that Senator Smathers’ cogent agsessment cf the sensitivity of and
importance of our problems with the Western Hemisphere finds no dissent within
the Department of State. We will continue to seek to imyrove by all substantive
means the conduct of our relations with the peoples of our own hemisphere.

The Department has been informed by the Bureau of t1e Budget that there is
no objection to the submission of this report.

Sincerely yours,
WitLiaMm B. MacomsBERr, Jr.,
A.sistant Secrelary
(For the Acting; Secretary of State).

Senator MansrFieLp. Mr. Secretary, Senator Siathers will submit
a letter in support of his measure at this time.
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(The letter referred to follows:)
. U.S. SENATE,
_ : CoMMITTEE ON FINANCE,
- July 8, 1959.
Hon, Mikz MaNsrigLy,
Chasrman, Subcommiitee on State Department. Organizaiion and Public. Affairs,
Foreign Relations Commitiee, U.S. Senate, Washington, D.C.

Dpar Mgr. CuamrmaNn: Due principally-to other official commitments I regret
it is niot possible for me to personally appear before you and your subcommittee
in connection with the consideration of g 106, a bill which I introduced on Janu-
ary 9 of this year, to authorize the appointment of an Under Secretary of State
for Western Hemisphere Affairs.

However, T am grateful for the opportunity afforded me to submit this state-
ment in lieu of my personal appearance.

We are all conscious of the turmoil that presently exists in Latin America today.
Hardly a day passes that the newspapers throughout the country fail to give some
mention of what appears to be a continuing deterioration of affairs in this area,
with the inferonece, and I believe rightly so, that much of it is brought about as a
result; of complacency on our part to give the forthright leadership required.

I have on numerous oceasions pointed out that our attention is directed by
virtue of various emergencies in other areas of the world, and there has been a feel-
ing existing for too long a period of time that everything is well south of the border,
or at least not of sufficient magnitude as’to require major attention in connection
with the administration of our foreign policy. Of late, we are becoming more
conscious of the need for able and forthright leadership which our friends to the
-gsouth have been sceking and looking forward to us to furnish. The seeds of
-discord provide a fertile field for the Soviet economiec offensive which is gaining
momentum at a rapid pace in the area today, Where the Communists were at
one time confined to and later driven from Guatemals, they now are gaining ground
throughout the entire Latin American area. The consequences of Soviet success
defy calculation. The danger is real. Inestimable damage can result to our own
security and economy unless swift action is taken to cope with the situation
as it exists. . .

We must accept and successfully meet the Soviet challenge and assist our Latin
Amecrian neighbors.in their hour of need, or clse be prepared to suffer the conse-
quences.

On numerous occasions I have pointed out many things which we could do to
assist the arca with the problems that beset’it. One of these is the pending pro-
posal to authorize the appointment of an Under Secretary of State for Western
Hemisphere Affairs.  The ercation of this new post would recognize, and give in-
stitutional expression to, an existing set of faets—mnamely, that American forcign
poliey now is, and to an extent must be, so thoroughly preoccupied with the prob-
lems of the immediate present, that little attention is directed fo less urgent
matters. This is true, even though in the long run the less urgent problems may
be the more crueial ones. .

The change which would be brought about by my proposal may seem, out-
wardly, to be insignificant. But as a result of the foreign policy tendency which I
have outlined, and of what might othcrwise be called the inevitable hot-spot
method, all of our officials in the Department of State are disposed to give priori-
ties to matters outside this hemisphere. . o

The bill is not intended as a criticism of the Department of State, or of the
Assistant Secretary of State for Inter-American Affairs, but is meant to be a con-
structive proposal rooted in what I conceive to be an inescapable fact—namely,
that the present structure.of thé Department of Sfate, given the situation of
"worldwide atiention and recurrent crises, leads inevitably to preoceupation with
immediate troubles and to neglect long-range needs: TR

All of us can agree that such a state of affairs is completely undesirable. Our
objective should be to secure an effective balance between a foreign policy shaped
to fit présent problems and one adapted to future needs, as well, ; . :

Balance is needed; and it can be accomplished by the creation of the new post
of Under Secretary of State for Western Hemisphere Affairs, within the State
Department, in such a fashion as to give equal footing to officers charged with the
development of the two aspects of policy. It is my firm conviction that the crea~
tion of this new post must be accomplished only on the level of Under Secretary,
thus giving the two persons named to these offices equal access to the Secretary of
State, and, in the absence of the Secretary, equal access to the President of the
-’ United States. )
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Many problems—all of them important—now exist hetween the United States
and its allies in the Western Hemisphere; and each of these problems is receiving a
attention, although in varying degrees. 8.

However, it is my judgment that all of these problems can be solved and a
longer step ean be taken toward the establishment of a cooperative and happy
hemisphere if we recognize that the essential first step is the appointment.of an
Under Secretary for the Western Hemisphere. To make this step is to let the
other peoples of this hemisphere know of the important position they occupy
in the minds of the people of the United States of America, their principal neighbor.

The purpose of this bill is to satisfy their justified longing and desire for recog-
nition; it is to set in motion machinery which will revserse the policy of “Latin
America last,”’ and will—as it-properly should—put the Western Igemisphere first.

It is clear, beyond sensible doubt, that the importanece of these problems justifies
and, in fact, demands the creation in our Government of a position which will
enable an individual of ability to have the rank and the prestige of a position
which will enable him to go directly to the President of the United States, and
thus cut through redtape and delay which now separa;e the Assistant Secretary
in charge of the Inter-American affairs from the Secretary of State and the
President of the United States.

Unquestionably, the lack of rank, prestige, and influe ace of the existing position
of Assistant Secretary of Inter-American Affairs has r ade it difficult for anyone
who occupies that position to come to grips properly aid directly with the many
and varied problems which exist, and to solve them expeditiously and wisely.

The result has been, throughout the whole Wester1 Hemisphere, smoldering
fires, which from time to time erupt into bright flames. On such occasions, we
see the use, once again, of our “fire truck’’ foreign poli:y—when some of our top
officials rush in, and do their best to extinguish the flames, but leave the fire

. smoldering. .

Too long have the problems of the Western Hemisphere received only- fifth-
echelon attention and consideration, To enable ug to prevent neglect and post-
poned consideration of these problems while the Secretary of State and other
top-level officials look intently at flames—which may :ppear to be burning more
brightly—in the Mideast and in other areas of the world, it is essential that we
insure the current consideration of Western Hemisphere problems at the level
their importance demands, by having them considered by one who will have the g:__
Kréaspige of the position of Under Secretary of State for Western Hemisphere

airs. '

For these reasons, I believe it imperative that we give to Western Iemisphere
policy, not priority, but a greater measure of equality. I trust that our present
stat(lel offaﬂ'airs in the area will serve as an adequate, sufficient, and timely warning
to all of us.

I sincerely trust that the subcommittee will act promptly and favorably on
8.106. In so doing, an inestimable contribution will be made toward the develop-
ment of an effective and stabilized foreign policy.

I shall appreciate it if you will have this letter made a part of the record of your
hearings.

With kind regards, I am,

Sincerely yours,
- GEORGE §iMATHERS, U.S. Senator.

Senator MansFiELD. Mr. Secretary, we will let you carry the ball
on the measure now before us.

STATEMENT OF HON. LOY W. HENDERSON, DEPUTY UNDER
SECRETARY OF STATE FOR ADMINISTRATION

Mr, HenpeErsoN. Mr. Chairman, I have a st¢.tement which I should

like to submit for the record, and if you would permit me, I would

like to give, orally, a short statement.
Senator MansrieLp. Fine.
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ELEVATION OF ONE ASSISTANT SECRETARY TO UNDER SECRETARY WOULD
DIMINISH PRESTIGE OF OFFICE OF ASSISTANT SECRETARY

Mr. Henperson. I might say that there are five Assistant Secre-
taries of State in charge of extremely important geographical bureaus.
The elevation of any one of these Assistant Secretarics to an under-
secretaryship or to a deputy under secretaryship would tend to lower
the prestige of the rank of assistant secretary and thereby reduce the
effectiveness of other assistant secretaries.

The rank of an Assistant Secretary of State is traditionally, high.
He has a position at least as important as the positions of the chiefs
of our key diplomatic missions abroad. I personally am inclined to
believe that to describe the Assistant Secretary for Inter-American
Affairs as a “fifth-level figure” gives an incorrect picture of what his
true position is. As Assistant Secretary he has access to the Secre-
tary of State at any time. He may be and is in fact called upon
from time to time to attend conferences relating to the American
Republics in the White Iouse. He frequently explains our policies
with regard to the American Republics and devclopments in that
area to congressional committees. A change of his title to that of
Under Secretary would not, in the opinion of the Department, facil-
itiate, the conduct. of our relations with the countries of this hemi-
sphere. Such a move would certainly distort the organization of the
Department. It would disturb a balance which has been worked out
as a result of many years of experience.

IMPORTANCE OF WESTERN HEMISPHERE VIS-A-VIS OTHER GEOGRAPHICAL
AREAS

Senator MansrieLp. Now, Mr. Secretary, how do you consider the
Western Hemisphere in relation to the other geographic areas?

Mr. HenpersoN. We consider the Western Hemisphere as ex-
tremely important. It is hard for me to make a comparison, to say
that, for instance, the Western Hemisphere is more important to the
United States than the continent of Europe.

I certainly think that it is just as important. At the present time,
Asia is also becoming increasingly important to us.

It would be very difficult to try to draw comparisons which would
indicate that one-area of the world is.smore;important to us than any
other area of the world.

Senator MansrFieLp. Let me put it this way: Do you think we
are paying more attention to other areas of the world and less attention
. in comparison to Latin America?

ATTENTION FOCUSED ON INTERNATIONAL COMMUNISM

Mr. Henprrson. I think, at the present time, probably more
attention is being concentrated upon our problems arising from the
existence of an aggressive international communism than on problems
of any other character from any other factor.

Senator MansFIELD. Where? What area are you referring to? -

Mr. Hexperson. International communism is busy in all areas
of the world. o
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At the present time, of course, we are particularly preoccupied with
directing the administrative center of internatisnal communism, that -
is, on the Soviet Union. -
Senator MansrieLp. Do you think international communism is a
danger in the Caribbean and in Latin America, particularly? '
r. HENDERsON. 1t is a danger in all parts o the world, but we are
making special -efforts to deal with international communism in this
area. I can assure you that a great deal of attention has been paid to
international Communist activities in the Carisbean.
Senator MansrieLp. But haven’t we been dealing with it in a more
intensive manner in every other region of the world, other than Latin
America, until comparatively recently?
Mr. Henxpersow. I think that probably w2 have not, up until
recent years, given the attention to the inroads. of international com-
munism in this hemisphere that we should have given.

HAS THE UNITED STATES TAKEN LATIN AMERICA FOR GRANTED?

Senator Mansrierp. Would you say that we have been taking
Latin America for granted?

Mr. Henperson. Mr. Chairman, I am not i1 a position to answer
some of these questions, but I do not think we I ave been taking Latin
America for granted. :

Senator MansrreLp. How does it happen, tten, that when a num-
ber of sudden outbreaks take place at our own back door, in our own
hemisphere, we all of a sudden develop a real interest in Latin America?

We try to give added authority to the Organization of American
States; we are in the process of developing an [nter-American Bank; -,
we are paying more attention now to Latin America than we have
in the past; but only, in my opinion, because we have been forced to.

Unlike you, Mr. Secretary, I can express a personal opinion and
get away with it—and I think that our chickens are coming home to
roost.

When we were in trouble, we turned to the Iatin American States,
and they gave willingly and unstintingly of their resources to help us
in a conflict in which we were primarily engaged. They gave us all
kinds of support and encouragement. But then when the conflict was
over—and this happened after both the First and Second World
Wars—we scemed to turn elsewherce, and develcp a greater interest in
Europe, in Asia, and now in Africa. Our intercést turns to Latin
America only when we are, in a sense, forced to turn to it becduse of
events which have occurred down there whch might have been
circumvented had we watched our p’s and-q’s; and done the kind of
a job we should have with our hemispheric neigl bors in the meantime.

SENATOR SMATHERS’ ATTEMPTS TO STRENGTH 'N INTER-AMERICAN
RELATIONS

- The Latin-American situation does worry me; and I can understand
Senator Smathers’ desire to bring about a degres of added recognition
for all Latin America: I can understand snd sympathize with his
desire to give added strength to the OAS. through the creation of a
police force and a regional court of justice. s
I would hope that these proposals made by Senator Smathers who, -
I think, is our strongest Latin America man in the Senate, would be
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given the consideration due them by the Department of State. Such
-~ due consideration would encourage Senator Smathers in what he has
been doing for so many years, and for which he has received so little
recognition, . ‘

Mr. HenxpersoN. Mr. -Chairman, could I say that we in the
Department have great respect for the views of Senator Smathers
with regard, particularly, to this hemisphere, and we certainly will
give an(gi are giving careful consideration to the views which he may
express.

WAYS IN WHICH ADDED RECOGNITION COULD BE ACCORDED THE LATIN
- AMERICAN REPUBLICS

Senator MansrizLp. But you do not think it advisable that an
Under Secretary of State for Western Hemisphere Affairs be selected—
is that correct?

Mr. Henperson. We do not think it would be advisable, Mr.
Chairman.

We feel that there are other ways of giving more concentrated
attention to our problems in the Amecricas than by appointing an
Under Sceretary for the Western Iemisphere. :

Senator MaNsFIELp, Mr. Secretary, would you furnish this com-
mittee a list of these other ways in which we can give added recognition
and prestige to Latin America in our relations with that area?

Mr. Henorrson. I shall be glad to do so. :

(The . material subsequently supplied by Mr. Henderson is as
follows:) ' o

e’ I believe, Mr. Chairman, that the record of the past several years will show no
lack of attention paid by high officials of this Government to our inter-American
relations.. The President, the Vice President, the Secretary of State, and on
several occasions the Assistant Secretary of State for Inter-American Affairs
have visited the region. As.you know, the President sent, his brother, Dr. Milton
Eisenhower, on two factfinding and good-will missions to the area. There have
been in-addition a number of inter-American meetings attended by other high
officials of this.Government, such as the Secrctary of the Treasury, the Deputy
Under Sceretary of State, and the President of the Export-Import Bank. The
United States was instrumental in obtaining the convocation of a special meeting
of the Presidents of the American Republies held in Parama in 1956. The
Committee of Presidential Representatives resulted, which, moeeting over a period

« of several months; made a number of significant recommendations for improving
the activitics of the OAS and subordinate agencies to deal with growing social
and economical problems of the region. The reeord, therefore, will show, I
think, that high officials from the President down have in fact devoted a good deal
of attention and time to Latin Amecrica. :
. In addition, Mr. Chairman, it would be inaceurate in my opinion to coneclude
that the United States has merely reacted to cvents in Latin America. May I
refer, as an example, to the tremendous probloms of eeconomic and social devel-
opment which have been of major current ¢oncern to our Latin American {riends.
The Department noted the increasing ceconomie strosses which developed in the
region in 1956 and 1957. Following the Bucnos Aircs Economic Conference in
1957—when it beeame clear that the worldwide break in basic commodity prices,
the business recession in this country, and other adverse factors were having a
damaging impact on the cconomies of many of the American Republies and on
their development programs—the Secretary of State, in January 1958, established
a departmental task force to undertake a basic policy review of our inter-American
economic relations. The recommendations resulting from' this policy review led
directly to such later measures as U.S, participation in the organization of a
regional development bark, participation in international commodity study
— groups, increased support for sound regional market planning, and fo other
- gimilar steps. : ' :
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High-level attention and preoccupation with these matters can be further Py
demonstrated by the support the United States has extended to the multilateral o+ R
effort to develop Latin America’s economie potential, vhich has come to be known
as Operation Pan America. May I emphasize pariicularly the jnvitation ex-
tended by Secretary Dulles to the other American Foreign Ministers to meet in
Washingion last September to discuss these problems. The result, as you know,
was the establishment of the Commic.ee of 21 and th: speeded-up negotiation of
a charter for the Inter-American Development Bank, I should also point out,
Mr. Chairman, that the Department of the Treasu'y, the Development Loan
Fund, the Export-Import.Bank and.other agencies of the Government have also
devoted high-priority time and attention to Latin Anierican economic problems:

Similarly, the Department, during recent ycars, has given high priority to the
problems and the dangers posed by international communism in Latin. America,.
It was our concern on this score that led to our sponsorship of Resolution XXXII
adopted by the Ninth International Conference of American States at Caracas in
1954, This resolution, by which it was agreed that irternational communism in
effect constituted intervention in the affairs of the A mnerican Republics, laid the
groundwork for continuous cooperation among the Arierican States on this prob-
Tem. The United States has been in the forefront of the effort of all the American
Republies to counter the threats and dangers posed by international communism
and has sought in every appropriate way to help the other American States meet
the Communist threat.

The Department is, in short, acutely aware that Iatin America is a dynamic
area, undergoing important changes and consequ:ntly experiencing serious
economic, political, and social stresses. We are equally aware of the need to
give our best effort and thought to mecting the problems this situation poses for
us, and consequently of the special place which Latin America necessarily holds
in our-foreign relations.

I mentioned in my earlier testimony, Mr. Chairman, that the administrative -
step of establishing the position of Under Secretary of State for Inter-American
Affairs would not in my opinion necessarily meet th: objective of insuring con-
tinued focus and attention on this major sector of our international relations. )
This proposal scems to misjudge the effectivencss of the present system, and X
introduces the danger of prejudicing the overall effectiveness of the Department A
by the creation of an imbalance in its organizational structure,

Preciscly in order to meet the objective of contiruous improvement in our
handling of Latin American matter, while at the ss;me time avoiding the dis-
advantages of the Under Secretaryship proposal, th: Department has adopted
or has under consideration the following specific measures: ’

1. In keeping with the recommendation of Dr. Milton Eisenhower, we are
taking steps to establish a National Advisory Corimittee on Inter-American
Affairs which will be composed of six outstanding leaders and experts on Latin
America, from private life and which will be chaired by the Secretary of State.
This committee will consider current and long-range problems-in -our: relations -
with Tatin' America and make recommendations tc the Secretary of State in
connection therewith. I am convineed that this committee will serve a very
helpful function both in terms of developing additior al useful idcas with respect
to our inter-American relations and in promoting n wider understanding and
apgreciation of these relations among the people of t1is country.

. Steps are being taken to implement a resoluton recently passed by the
Council of the Organization of American States which requested that member
governments establish national commissions to disseminate and promote an
understanding of the principles of pan-Americanisnt and of the OAS and its
function. We propose a National Commission for the Organization of American
States, which would be comprised of a substantial number of national leaders,
such as educators, editors, writers, businessmen, ag‘iculture and labor leaders,
public officials, and prominent individuals from soeiul and eultural institutions.
Tts function would be to promote, with the advice and consultation of the Secre-
tary of State, a wider public understanding of pan-Ainericanism, the activities of
the OAS, and the social, cultural, and political life of the other nations of the
Americas by means of appropriate cultural, artistic, and scientific activities.
This, I believe, will provide a very effective means of giving added recognition
and prestige to Latin America.

3. The executive branch, as you know, has requested appropriate legislation
from the Congress to permit the United States to partiipate in the Inter-American @
Development” Bank. The establishment of such a oank, to which the United
States would contribute a substantial- amount.of {unds, represents a definite
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recognition of the special importanece of T.atin America and of pressing economic

: needs in the area. In terms of this eountry’s foreign economic policy, participa~

e tion by this Government in this organization will provide a special focus for our
economic relations with Latin America and that region’s economic problems.

4. In September 1958 the Department’s Bureau of Inter-American Affairs was
reorganized to permit more officient handling of the area’s problems. The previ-
‘ous two geographic offices were expanded tofour, which are now responsible for the
conduct of U.S. foreign relations with the 20 American Republics. The creation
of the two additional offices was designed to enable each office director to concen-
trate- to o greater extentron his-grea, and to effect closer coordination between
Foreign Service posts and the Départment on significant political, economic, and
consular activities. : . -

5. A recent reorganization of the research areas of the Department will make it
possible for the Department to place greater emphasis on studies of the problems
of this hemisphere and particularly of the problems flowing from the activities
of international communism, TFurthermore, the results of these studies will be
made available not only to our personnel engaged in work on the American
hemisphere, but to key personnel of the Department and of the Foreign Service as
a whole. We are also planning to devote more attention in the Foreign Service
Institute to matters relating to the ‘American hemisphere. We are also making
strenuous efforts to raise the level of the language and other qualifications of our
personnel in the American Republics. Already, as a result of our efforts during
Tecent years, the majority of our key personnel in the American Republics speak
the language of the country.

T am convinced, Mr. Chairman, that these and other measures, which have been
taken or are planned, do indeed constitute an effective Tecognition of the special
importance to us of Latin America and will add up to an increased effectiveness in

the handling of our relations witli that arca.
. (The prepared statcment of Mr. Henderson follows:)

grareMENT BY HoN. Loy W. HEexpERSON, ' DEPUTY UNDER SECRETARY OF
STATE FOR ADMINISTEATION, ON 8.106, To AUTHORIZE AN UNDER SECRETARY
oF STATE FOR WESTERN IIEMISPHERE AFFAIRS

Mr. Chairman, the Department hag carefully reviewed S. 106, the bill intro-
duced by Senator Smathers to authorize an Under Secretary of State for West-
ern Hemisphere Affairs.

We appreciate the basic purpose of this bill—to aid the U.S. Government and
the Department of State in particular in concentrating on and thereby improv-
ing its relations with the other nations of the Western Hemisphere. Perhaps
never before in our history have our relations with Canada or the nations to the
south of us been of such crucial importance.

We do not believe, however, that the speeific organizational change which 8. 106
seeks to make:in the Department would help us to focus on Western Hemisphere

affairs and we fear that it might-even hamper our efforts in this regard.

BFFECTS OF CREATION OF OFFICE OF UNDER SECRETARY OF STATE FOR WESTERN
HEMISPHERE AFFAIRS

The establishment of the position and office of Under Secretary of State for
Western Hemisphere Affairs would have the following undesirable effects:
1. It would elevate one geographic region to an organizational level in the
Department above that accorded the other geographic regions. This would
violate the concept of equality of areas propounded by Senator Smathers in his
speech of August 16, 1958. The existing pattern of organization—each regional
bureau headed by an Assistant Secretary—facilitates a _balanced consideration of
the political affairs of each of the major geographical divisions of the world.
. 2. The jurisdictional boundary between an Under Secretary of State with regional
responsibilities and other Under Secretaries and Deputy Under Secretaries of
State with worldwide responsibilities would be impossible to establish and might
well lead to duplication of effort and the necessity for burdensome clearance
procedures.
Tt is essential to recognize that when an Assistant Secretary of State in charge
of & geographic ares works on the major problems of his area, he does so in par-
o ticipation with one or more of the following; The Secretary, the Under Secretary,
- the Under Secretary of State for Teonomic Affairs, or the two Deputy Under
Secretaries. These problems receive, therefore, first rather than “fifth echelon
attention and consideration.” ) :
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Several recent actions taken by our Governmen:; offer tangible evidence of the M
importance which we attach to our relations with the nations of the Western i
Hemisphere. For example, the President in his message to the Congress on
May 11, 1959, urged prompt action by Congress -0 enable the United States to
join with other members of the Organization of American States in an Inter-
American Development Bank. This regional economic development institution
will provide for economic cooperation on a sound fir ancial basis among the nations
of the Western Hemisphere. . ] .
In addition, we are taking steps to establish a National Advisory Committee
on Inter-American Affairs in accordance with the -ecommendation made by Dr.
Milton Eisenhower in his report to the President on United States-Latin American
relations. The Committee will review current problems relating to all aspects
of our inter-American relations and will advise on yolicies both intermediate and
long range. : -
These substantive actions by the Department indicate that we _are acutely
aware of the sensitivity and importance of our problenis in the Western Homisphere.

PROJECTION OF FOREIGN SERVICE BUILDINGS PROGRAM

Senator MansrierLp. Now.we will go on o the next measure before
us. 8. 1044, introduced by Mr. Fulbright by request, is a bill to
amend the Foreign Service Buildings Act of 1926, as amended.

(8. 1044, together with executive branch comments, follows:)

[8. 1044, 86th Cong., st ses8.]
A BILL To amend the Foreign Service Buildings 2 .¢t of 1926, as amended

Be it enacted by the Senate and House of Representatives of the United States of
America in Congress-assembled, That section 4 of t1e Foreign Service Buildings
Act, 1926, as amended (22 U.S.C. 295), is amended by adding at the end thereof
the following new subsection:

“(c) For the purpose of carrying into effect the provisions of this Act there is A
hereby authorized to be appropriated, in addition tc amounts previously author- v
ized, an amount not to exceed $100,000,000, of which $50,000,000 shall be available
exclusively for payments representing the value, in vrhole or in part, of property
or credits in aceordance with the provisions of the Act of July 25, 1946 (60 Stat.

663). Sums appropriated pursuant to this authorization shall remain available
until expended.” -

DEPARTMENT OF StaTs,
Washington, February 3, 1959.
Hon. Ricrmarn M. Nixon,
President of the Senate.

Dear Mr. Vice . PRESIDENT: The Department stbmits and recommends for
your consideration the enclosed proposed legislation a nending the Foreign Service
Buildings Aet, 1926 (22 U.S.C. 202-300).

Authorizations of appropriations to carry out the provisions of the Foreign
Service Buildings Aect from 1926 to the present total $231,625,000, of which $200
million is authorized to be used exclusively for paymants to agencies of the U.S.
Government for foreign credits and currencies.  Aftcr the appropriation for the
eurrent fiscal year, there remains an unappropriated balance of authorization of
$28,095,000, of which $27 234,000 is for the procurement of foreign currencies and
$861,000 is in dollar authorization, These amounts will be reduced further by
the appropriation for the fiscal year which ends June 30, 1960.

Thus far, under its Foreign Service buildings program, the Department of State
has acquired residences, office buildings, and staff tousing valued in exeess of
$158 million. Even 80, many of the personnel at ove 'seas posts are working and
living in accommodations far below the standards considered minimum in the
United States of Ameriea. In order to assess the total needs overseas, the Depart-
ment initiated a post-by-post, survey of buildings requiremen ts, and as a result of
this survey prepared a pbrogram to meet the basie rec uirements. A copy of tue
program is enclosed. It contemplates expenditure of an estimated $120 million
in the period from fiseal year 1961 through fiscal year 1965. A

Acquisitions under the Foreign Service Buildings Aci have been financed largely . S
through the use of foreign eurrencies and credits. furplus property and lend-
lease credits have provided foreign -currencies for a substantial portion of the
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program.. The use of these credits permitted the conversion of -a-portion of .the
debts to tangible assets of lasting value. The disposal of surplusagricultyre eom-

-’ nmodities authorized by Public Law 480 currently is providing foreign currencies

useful in financing the buildings program. ‘
There are, however, certain limitations to the use of foreign currencies and
credits. A substantial portion of them are held in countries where the need for
building facilities no-longer is acute, Under regulations preseribed by the U.S.
Treasury Department and blaced in effect on December 1, 1953, all agencies of
the U.S. Government needing foreign exchange are required to purchase it from

relative-to overall U.S. needs; and this number is being reduced wherever possible
by exchange conversion of surplus holdings info currencies in demand.
“Conversely, many. of the Department’s most, urgent and compelling buildings
needs.are in countries:where credits or local curreneles in excess of ourrent disburs-
ing requirements are not held by the United States. In addition, the buildings
program funds the maintenance and operating eosts for owned and long-term
leased buildings of the Department of . State overseas, and a number of these
buildings are locatéd in areas where no currency credits are available. TU.S,
dollars must be expended to mecet obligations in these circumstances. Conse-
quently, the dollar requirements have increased in recent years and probably will
continue to increase in the future,
-The proposed amendment, to section 4 will authorize additional a(gpropriations
illi illion i i it authoriza-

Foreign Service Buildings Act is enclosed. S o
The Department of State has been informed by the Bureau of the Budget that
there.is no objection to the presentation to the Congress of the proposed legislation.
A letter similar to this is being sent to the Speaker of the House of Represent-
atives, a :
Bincerely yours, o : ‘
. Joun Foster DurLes,
. Enclosures: . . . : .
- ‘1. Copy of draft bill (became 8. 1044, see p. 120), .
2. Copy of foreign buildings requirements, 1961-65, inclusive, (See p. 131
3. Copy of Department of State authorizations ‘and appropriations for “the
foreign buildings program. (Secp..130.) o . . .
Sénator MansrizLp. Mr. Secg‘ej;ary, do you want to start off on
this bill, or do you want Mr: ‘William P. Hughes, the Director of the
Office of Foreign Buildings, to take the lead? B

STATEMENT OF HON. LOY W: HENDERSON, DEPUTY UNDER
'SECRETARY OF STATE FOR ADMINISTRATION, ACCOMPANIED
- BY WILLIAM P. HUGHES, DIRECTOR, OFFICE OF FOREIGN
BUILDINGS o DI

. Mr. Henpurgon, Mr. Chairman, could I present my principal wit-
ness statement together with the documents? =~ R
.Senator MansrIELD. Fine. : . o :
‘Mr. HeNDERSON. At this point I believe that Mr. Hughes should
come up and join me. .
Senator MaNsrIELDp. Mr. Hughes, will you please come up and sit
with the Secretary? , o ; .
'Mr. Henperson. I believe my principal witness statement, to-
gether with the attachments to it, present most of the problems in a
rather clear form connected with this bill. .
Mr. Huenags. Mr. Chairman, with:your permission, I offer to the
ccominittee a detailed statement on the projection of the buildings
o Program, complete with a general statement and the supporting
schedules that show area by area and country by country as we see
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our needs in the immediate years ahead. With your permission, I
shall be very happy to brief the statement in a simple summary.

The Department.presents for your consideration, Mr. Chairman,
an incréase of $100 million in the authorization for the Foreign Service
building program. . . S

The Foreign Service Buildings Act of 1926 authorized the oversea
program of the Department of State. '

" The original act has been amended from time to time to accommo-
date the many special and unusual circumstances encountered in the
operation of the program overseas: - ... - o

FORBIGN CURRENCY INCREMENT TGO FOREIGN SERVICE BUILDINGS
PROGRAM . .

You will note that in addition to a U.{5. dollar authorization, the
Congress included an authorization in forcign currencies first in 1946,
At that time, as a result of lend-lease, surplus property disposals, and
other agreements, this Government either owned or was owed sub-
stantial amounts of foreign currencies, and after careful consideration
the Congress recognized the building program was one means of con-
verting these currencies into useful and lasting facilities to be used
by the diplomatic and consular establishments abroad. :

The reasons for that decision are as valic. today as they were i 1946,

While the properties we own throughout the world today are valued
in excess of $160 million, our expanded 1esponsibilities impose addi-
tional burdens on our present facilities by creating demands for new
facilities in places where none has ‘existec. herétofore. .

We are also mindful of the foreign cvrrency requirements of the
Department’s international education exchange program. :

An analysis of the requirements of this program and the building
program reveals no serious competition for hmited local currency
resources. : T :

As this committee knows, an increasing proportion of the local
currencies used for the educational exchange program are obtained
under the provisions of Public Law 480.

I should like to emphasize that the building program has a signifi-
cant effect on the morale of our people abroad. In many remote and
difficult living areas the success of our various programs depends, in
large measure, upon our physical “plant, not alone for the physical
comforts but for the health and safety of t jese people assigned:0Overseas.

Mr. Henderson and I are happy that we are able to present this
to you in detail, and I hope we shall be able to answer any question
which. the committee may ask.” - ‘ T

Senator Mansrrenp. Mr. Hughes, how much money was authorized
in the act of 19467 o ' :

Mr. Hucass. $125 million, Senator.

Senator Mansrrenp. In dollars? =

Mr. Hucugs. No, sir; 15 million was in dollars and $110 million

was in local currencies.

ARCHITECTURE OF FOREIGN SERVICE BUILDINGS

Senator MansFreLp. When you build your buildings overseas, do
you always take into account the architecture of the area in which
the buildings are to be located? R S
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Mr. Hugurs. We have been doing that recently, Senator Mansfield.
. We started it actually in early 1954 when we created & distinguished

- apchitectural-advisory panel to assist the Departmeit with that-very

problem of recommending the most suitable style of architecture,

based upon those styles that exist in the country where we build.

. Senator MaxsmeLp, However, you did not always follow that pro-

cedure, did you? , Co

Mr. HucHis. We did not always follow that procedure, sir.

Senator MansrisLp. For example, you have built apartments in
various places—Pgris ‘in “pasticular—ior Foreign Service: personnel,
have ‘you not? ' ‘ ' :

Mr. Hucres. Yes, sir; there have been some apartmoents built in
Paris for Foreign Service people.

Senator MaxsrieLp. Do you recall one on the way to, I think,
St. Denis, a rather modern apartment house for American personnel—
a lot of glass and frills—that did not fit in with the architecture of the
city or the neighborhood? While it was certainly modern and up to
date, it stood out like a sore thumb so far as the area itself was con-
cerned, . Are you disregarding local architecture, as in that case,
any more? : . ' ‘

Mzr. Hugues. I do not believe we are, Scnator Mansfield.

Senator MansrieLp. What ‘you are asking for is authority for
moneys to be acquired through the Appropriations Committee and
not authority for moneys to be acquired by the so-called back-door
approach from the Treasury Department? =~ -

“Mr..-Hveugs. Cerrect, siv. = ... . -

Senator MANSFIELD. Senator Aiken?

ad RECOMMENDATIONS OF AMBASSADORS IN THE FIELD FOR OVERSEAS
: . CONSTRUCTION

Senator-A1keN. What part of this $100 million is for construction
overseas? - I note a reference to previous legislation, and I wondered
if the entire $100 million is for construction of buildings overseas.

Mr. Huanes. Entirely overseas, Senator Aiken.

Senator Arken. It is?

Mr. Hugnps. Yes, sir. ' L

Senator Arken. To what extent do you heed the recommendation
of the Ambassador who is presently serving in the country where it is
proposed’ to-build? " A T o

Mr. Huanes. Senator Aiken, we always'ascertain the Ambassador’s
views on what we ought to do. ‘ , .

Senator AIKEN. And you follow those views?

- Mr. Huenes., We try to follow them.

Senator AixeN. How closely? ' :

Mr. Huenrs. As nearly as we can, Senator Aiken, but on questions
of architecture, like many other things, you have personal tastes.

Senator AixeN. Do you sometimes recommend construetion of
& more_expensive or more elaborate building than the Ambassador
thinks is necessary? , ‘

Mr. Hucnes. We:hgve done that, yes, Senator Aiken.

. .

Approved For Release 1999/08/27 : CIA-RDP78-03721A000400020007-7



Approved F91r2§elease 1999/08/27 : CIA-RDP78:03121A000400020007-7

FOREIGN SERVICE A

LOCATION BY AREA OF PROSPECTIVE BUILDING PROJECTS.
Senator ArkEN. Where will some of the principal projects you have T
in mind to construct out of this $100 million be located? Could
ymi give us the names of some of the countries where you want to
build? _

Mr. Hucnus. Yes, sir. 1 might say, Sienator Aiken, of the $100
million, $51 million would be for construction divided between the
countries of Africa, for example, of $13 million; the American Re-
publics of $10 million; the Kuropean coun tries of $9 million.

Senator ATkEN. Which of the Americar. Republics do you have in
mind? :

PLANS FOR OFFICE BUILDING IV BUENOS AIRES

Myr. Hugrrs., We propose an office building n Buenos Aires.
Senator ArkeN. I see. Can you give us the amounts that are
allocated for each project as you go along?
M. Hueurs, Yes,sir. Buenos Aires, an office building of $600,000;
an office building for Bolivia, $400,000
Senator MANSFIELD. Wait a minute, please. Can you build an
office building for $600,000 in Buenos Aires? '
Mr. Hugnrs: I believe we can, Senator Mansfield, if we can get the
type of site that we want, which has as a yart of that site a building.
enator MansrisLp. How high will tltat building be?
Myr. Huenes. I do not know, Senator. We have not progressed
to the point where we have cven considered a preliminary design.
We have in mind in Buenos Aires a site which has on it a building
that could, with crection of an addition, be made into a first-class -~
establishment for Buenos Aires. o , - '
" Senator Arxun. If you do not have the precise plans, how did you
arrive at the $600,000 figure?
" Mr. Hucars. Well, Senator Aiken, you have to start somewhere,
50 we know the general square footage 1equirements that we would
need for our establishment in Buenos Aires, and we can ascertain the
general costs of construction. - C : .

OTHER SITES IN THE AMERICAN REPUBLICS

_ Senator AixeN. All right. What are the other American countries?
Mr. Hucnzs. Bolivia, $400,000; Chile, $700,000 for an office building;

in the Dominican Republic we want to build an annex to our present

building of $300,000. o

Senator ArkeN. That would spoil the looks of the building, would
it not?

Mr. Hucmrs. I do not think so, Seaator. We have had some
difference of opinion about that project. - ,

Senator Atken. Can you allocate part of the $300,000 to provide
addjtional space, too, for .the USIA which seems to be ¢ramped
down there? _
““Mr. Hucues. Well, it would also include rooms for our military
attachés, who are assigned to the Dominian Republic, and would also
%enerally consolidate our whole U.S. Govsrnment activity there in one
ocation in Ciudad Trujillo.

Senator ATKEN. What are the other prospective locations? -,
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Mr. HuenEks. In Ecuador we would like to acquire a residence

- property in Quayaquil for the consul general; and in Salvador we would
hd like to build a new office building for the mission; in Guatemala a new
office building of $600,000; in Mexico a $3 million new chancery for the
consolidation of the mission there; and in Venezuela 8 new office
building, $1,300,000; and a new office building for Montevideo of
about $1 million.

Senator ATKEN. Are all these projects approved by the Ambassadors
in the respective countries?

Mr. Huarzps. No, sir.  We have not progressed to that point yet.
This is a formulation of the program; that phase comes later.

In a program like this, Senator Aiken, as you well know, we may
have to add to or take from depending on conditions.

Senator MansrieLp. Do you ever take from?

Mr. Huangs. Yes, sir. -

Senator Mansr1ELD. You do?

PERCENTAGE OF CONSTRUCTION TO BE PAID OUT OF LOCAL CURRENCY
IHOLDINGS

Senator ArxeN. How much of this construction can be paid for out
of local currencies? , -
Mr. Hucres. It is 50-50, Scnator.
Senator AikeN. The local currencies come from Public Law 480
sales primarily; is that correct?
Mr. Hucugs. Public Law 480 sales, as well as some old lend-lease
accounts still have balances in them.
Senator AtkeN. I do not have any further questions,
- Senator MansrieLp. Thank you, Mr. Hughes.
Mr. Hugaes. Thank you.
(The general statement on the foreign buildings program is as
follows:)

GENERAL STATEMENT oF REQUEST FOR AN INCREASE IN AUTHORIZATION OF
$100 MirLiox rorR THE ForEieN BUiLpINGs Proeram

The Foreign Service buildings program was initiated in 1026 with the enact-
ment of Public Law 186, 69th Congress, approved May 7, 1926, This act author-
[ized the Sccretary of State to acquiré buildings and grounds in foreign countries
¥ for the use of the consular and diplomatic establishments of the United States
and other agencies of the Government. This euabling legislation has been
amended several times sinece 1926, and to date $231,625,000 have been authorized
to carry out its purpose, Including the amount for 1960, $220,902,000 have been
appropriated in annual bills, comprised of $189,505,000 in local currencies and
- $31,897,000 in U.8. dollars. The last authorization was in 1952 when $90 million,
entirely in local currencies, was authorized.
The Department is gratified with the support given to this program by the
Congress. Despite some administrative difficulties, the Department feels it is
sound business to utilize available local currencies to the maximum extent in
carrying out this worldwide program to improve our physical plant abroad.
During the past 7 years the Department has exceuted 2 total buildings program
of over $92 million, of which only $21 million has been required in U.S. dollars.
Of this $21 million in U.8. dollars, only $13,500,000 have becn appropriated and
" $8,500,000 have been derived from bhe disposal of surplus and uneconomie
properties abroad. The remainder of $71 million has been in foreign currencies
or credits owed to or owned by the United States.

43120—59——9
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ALLOCATION OF BUILDING PROGRAM FUNDS SINCE 1952

The ;olzlowing summary table shows the items to vrhich funds have been applied A
gince 1952:
FRO program obligations, 1953-59

'Total TForeign U.8.
exchange dollars
A. Operation, maintenance, repalr, and services:
1. Operation of buildings. - —eomco oo e $1, 230, 054 $9, 361, 712 $1, 868, 342
2. Realty repair and maintenance. - .. --cemooemunn f, 448, 244 7,062,043 1, 396, 201
3. Heavy-equipment replacement. . _-.—.o-o-ooooe-ue 370, 602 320, 602 50, 000
4. Telephone-equipment replacement - .w-c--wacun-- 175, 805 87,903 87,902
5. Furniture repair and replacement . ooooeovoommo—- i, 276, 684 2, 209, 845 1, 066, 839
6. Household-equipment replacement . . .ocoeeocvmmn 749, 101 299, 730 449, 371
7. Property-title serviees. .. oo oceocaeocomimmmme oo - 72,248 51,574 20, 674
8. Conduct of program .o ceeonommamm oo «, 438,074 826, 074 38, 612, 000 -
TO6A] A e mcmmemmmam e s m e mma e 1y 760, 812 20, 200, 483 8, 551,320
B. Acquisition, development, and construction:
1. Site acquisitions for construction .- —--—e-ccoeeon-- '}, 4908, 094 3,185,196 313,799
2. Project development 3,184, 603 99, 730 2,084,873
3. 43,500,243 | 37,540,985 5, 968, 268 !
4. ., 978,000 328, 000 1, 650, 000
5. 2, 884, 256 2, 250, 692 633, 564
6. 2,103, 614 2,040,078 63, 536
7. 2,218,678 1,634,448 584, 230
8. 3, 868, 642 1,659, 321 1,209,321
9, Defense attachs housing. ..o occranomm- 1,046, 489 847,367 199, 122
10, Agricultural attaché housing 472, 540 472,540 |oceoeeeo o
11: USILA program, special project. .- ceeocommmmaan 770,719 655, 111 115, 608
LA 1 & T U R R 63,535, 778 50, 713,467 12, 822,311
TTOta] PrOZIAI o e e oo mmwmmmmmmmmmmmmmmm 92,296, 590 70, 922, 950 21, 373, 640

For 1960 the Department has been granted an appropriation of $17,372,000,
leaving a residual authorization of only $10,723,0)0, of which all but $228,000 s
is in local eurrency. Therefore, the Department requests your favorable consider- °
ation of this bill which will increasc by $50 million in local currency and $50 million
in U.S. dollars the authorization for the buildirgs program. The additional
authorization will permit the Department, through its buildings program, to
meet throughout the world the most impelling necds for office space and adequate
living quarters, with emphasis on those posts vthere physical conditions are
oppressive.
i LOCAL CURRENCY UTILIZ:TION

From its inception in 1926 through 1947, the foreign buildings program was
financed entirely by annual U.8. dollar appropriatiins because no local eurrencies
or credits were available.

Upon the termination of World War IT and the subsequent settlement of
lend-lease accounts and surplus property disposals, large amounts of local .
eurrencies were made available to the U.S. Treasu:y. In recent years, however,
these eredits have dwindled, not only hecause of accelerated payments in the
form of loeal currency drawings but also beeause of payment in U.8. dollars of
scheduled installments of principal and interest. T.ocal currency credits remain
in only 28 countries, and for practical purposes 4 of these may be considered P

. to be liquidated. In more recent years local curreneies are being generated also
by the disposal abroad of surplus agricultural prodacts under authority of Public
Tiaw 480, as amended, approved July 10, 1954, The Department of State has
used these eurrencics to the maximum extent pos sible in the buildings program,
reimbursing the U.S. Treasury with dollars derived from annual appropriations.

Public Law 480 was further amended Septembe : 6, 1958, to make foreign cur-
rencics available for the buildings program in “giich amounts as may be specified
from time to time in appropriation acts.” The ful effect of this amendment has
not yet been determined. Meanwnile, the Department, in concert_with other
agencies concerned, is examining carcfully the possibility of expanding further
the utilization of foreign eurrcncies pursuant to <he authorization contained in
this amendment of Public Law 480, consistent with priorities and the needs of
the buildinrgs program. @
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In this regard, and as this committee is aware, the Department also uses foreign
currencies and credits owned by or owed to the United States as the principal
means of finaneing its international educational exchange program authorized by
Publie Law 584, as amended. An analysis of the réquirements of the two pro-
grams country by country, however, reveals no scrious eompetition for limited:
local curreney resources. An inereasing proportion of the loeal currencies used
for the educational exchange program are obtained under the provisions of section
104(h) of Public Law 480, These currencies are not available to the buildings:
program, nor are the local curreney proceeds of seetions 104 (¢) and (g) loan re-
payments, which may be uscd for educational exchange. It is to be noted that
the Becretary of State exercises the authority to determine requirements for edu-
cational exchange programs granted him by section 104(h), as amended, thus
agsuring priority availability of funds Tor the establishment or continuation of
educational exchange programs.

OBJECTIVES OF THE FOREIGN SERVICE BUILDINGS PROGRAM

The objectives of the overseas buildings program were clearly stated by this
commitiee in its report No. 1586, dated May 21, 1952, when it recommended °
favorably the most reeent inercase of $90 million in authorization for continuation
of the program. The committee stated:

‘“The Foreign Service buildings program is designed to accomplish the following:
To provide permancnt office space abroad for the Foreign Service and other
agencies of the U.S. Government except in those instances where leasing arrange-
ments are more advantageous; to assure a maximum degree of sceurity at a mini-
mum expense to the Government through consolidation of office facilities abroad;
to furnish Government owned and equipped residences for our ambassadors and
ministers; to furnish Government owned and equipped residences for officers in
charge of consular posts and for senior oflicers at the principal diplomatic wissions,
including attaches of the Department of Defense and other agencics; and to
furnish %overnment—owned living quarters for American staffs or a substantial
part thereof at posts where special housing problems exist, The present bill
contains a further objective; namely, the maximum recovery of foreign credits
abroad owed the U.S8. Government.”’

ADVANTAGES OF GOVERNMENT OWNEBRSHIP OF REAL PROPERTY ABROAD

The committee cited several points bearing upon the advantages of Govern-
ment ownership of real property abroad for the diplomatic and consular estab-
lishments in Senate Report 1586, supra. These points arec emphasized because
of their direct and continuing applicability to the pending authorization request:

1. The utilization of foreign eurrency credits converts a frozen asset into a
substantial and real asset of the United States.

2. Inflation abroad is reducing the value of these foreign currency credits, and
their application to the buildings program ends this depreciation.

. 3. Buildings are a nonrceurring capital investment.  If necessary, they can be
liquidated.  Since these invariably are desirable commereial and residential sites,
it is unlikely that their value will be appreciably diminished.

4. The consolidation .of offices in one building promotes effieiency and helps
immensely with the problem of security.

5. Property ownership by the United States is generally free from taxes which
otherwise are refloeted as an'itém of cost in leasing or rental arrangements.

6. Construetion or aequisition of Government-owned buildings and housing
abroad results in a reduction of dollar appropriations for rent and quarters allow-
ances,

CURRENT REALTY HOLDINGS ABROAD

As of today, the Department of State maintains 283 posts abroad in which the
U.8. Government owns, by virtue of this program, the following improved prop-
erties: ) )

205 office buildings.

70 embassy residences.

598 residential units.

219 apartment buildings (2,562 units).

These propertiés cost in excess of $160 million and their eurrent valie would
greatly exceced this amount.
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THE BUILDINGS PROGRAM SINCE 1952, BY AREA

. The Department of State has endeavored conseientinusly to carry out the ob- -~
jectives set forth in 1952 for the program. Since that iime there have been obli-
gated $92,266,590, of which approximately 77 percent has been foreign currency
utilization and 23 percent has been dollar utilization.
In the Latin American area, major acquisitions and construetion have been
completed or initiated in Guatemala, Managua, Asunc 6n, Lima, Port-au-Prince,
Quito, Tegucigalpa, and Santiago. In addition, major :ites acquisitions for future
construction have been completed in S&o Paulo, Montevideo, Caracas, Mexico
‘City, SBan Salvador, and Brazilia.
In the European area, major buildings have been completed, put under con-
struction, or aecquired in Brussels, Copenhagen, London, Le Havre, Marscille,
Dusseldorf, Hamburg, Munich, Stuttgart, Frankfurt, The Hague, Oslo, Madrid,
and Stockholm. Sites for future construetion have oeen acquired in Warsaw,
Berlin, Reykjavik, Palermo, and Genoa. .
In the Far Fastern arca, specific attention has been devoted to the solution of
some of our most difficult office and housing problems. Major projects are under-
way or have been completed in Hong Kong, Djakaria, Kobe, Secul, Vientiane,
Manila, Bangkok and Nagoya. In addition, sites fer future construction have
been acquired in Singapore, Fukuoka, and T’ai-pei. . . .
The Middle East and African areas since 1954 have been accorded greater em-
phasis in order that more progress could be made in overcoming certain of the
most difficult living problems to be found anywhere in the entire world for Ameri-
can personnel.  Major projects have been ecompleted or are underway in Leopold-
ville, Addis Ababa, Accra, New Delhi, Calcutta, Bombay, Tehcran, Basra,
X&ﬁnrovia, Rabat, Tangicr, Dakar, Lagos, Xarachi, Jidda, Tunis, Ankara, and
thens,
Much remains to be done in these areas before the Department will be able to
achieve a level in its office and housing facilities that s acceptable by any reason-
able American standards for American personnel.

BUILDINGS PROGRAM FOR 19(i—65

The Department has made a eritical appraisal of its physical needs abroad for -_h
the period 1961-65. The estimate takes into acccunt not only required new
properties but the major costs that are anticipated “o maintain at full efficiency
the more than $160 million dollars’ worth of properties already owned abroad.
Particular emphasis is direeted in the immediate ‘uture to the acquisition of
desirable improved properties to house officers and staff where no practical alter-
native is available. = Espeeially is the Department ¢oncerned with an accelerated
program to acquire residential quarters for officers who are confronted immed-
iately upon arrival at posts with important representational and other public
dutiés.  Also, the program contemplates accelerating the acquisition or construc-
tion of suitable properties to house the attachés of other departments operating
abroad, including the military attachés of the Defense Department, the senior
officers of USIA, and the senior agricultural attach(s of the Department of Agri-
culture. In addition to the construction and acquisition aetivities, the proposed
authorization will provide for nhecessary capital improvements, furniture and
equipment, repairs and maintenance, rental costs of long-term leases, architec-
tural and engineering services, and management of the program.

SPECIAL REQUIREMENTS FOR THE CONIINENT OF AFRICA .

In the $100 million request now before you for vonsideration, the committee’s
attention is invited to the special attention that has been accorded to the needs i
of our Government at posts in Africa now operating under handicaps so far as :
physical facilities are concerned.

%his committee is aware that a few short years £go Africa consigted principally
of colonies and protectorates under the control of the British and French and a
few possessions of Spain, Portugal, Belgium, and Ttaly. Within the past few
years, however, the rising tide of nationalism throughout the continent, with
unanticipated momentum, has overturned the control and influence of many
of these European nations. Guinea, Labya, Turisia, Morocco, and Ghana are
newly independent states today, and Nigeria, Rhocesia, Somalia, Togo, Malgache,

Cameroons, Senegal, and other territories all seen. to be moving the direction
of independent status. %

In terms of a buildings program, this movement toward independent govern-

ments means a corresponding awareness that the building needs may change
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radically at a %)articular post, that larger facilities may be needed both for office
functions and for representation activities, and that staff housing may be required
; to be construeted If unavailable otherwise. Experience shows that, with the
A establishment of independence, land and property costs in a capital rise precipi-
: tously and sometimes are doubled or more. Costs of construction, resideniial
roperties, and staff housing, if available, all soar upward almost at once. Choice
ocations are bought eagerly and latecomers are compelled to pay exorbitant
prices and to accept much less desirable locations.

While the Department now has a buildings program in operation in Africa
designed to meet.current priority-needs, & long-range buildings program aimed
also at meeting the foreseeable demands of the ared should be pursued. Sueh
a program would envisage the immediate purchase of suitable sites throughout
Africa, especially in newly established states and those countries scheduled for
independence within the next few years. Such a program should provide also
for the timely purchase of improved residential properties so that the chief of
mission or prineipal officer may undertake promptly the representation funetions
of his office. TIn the capitals of many of these newly created countries, residential
and staff housing meeting American standards is nonexistent. Where substandard
housing is the only kind available, funds will be required for construction of
suitable residential housing.

The development of the buildings program. in Africa should not rise or fall
depending on the fluctuating availability of foreign currency. Moreover, in
many African countries there are no holdings of foreign eurrency in the U.S Treas~
ury depositories available for buildings program use. Such conditions can be
expected when— |

1, Lend-leage, surplus property, Public Law 480, or other agreements
which normally generate foreign curreney do not exist.’ I
2. Foreign currency holdings have been liquidated by continued use by

the post or other U.B. agencies for operating expenses or other purposes.
3. Foreign currency, if available, has been earmarked by intergovern~
mental agreement for special development projects within the country.

To assure the success of the program visualized, the Department should coun-
tinue to proeceed with the builgin s program based on the present practice of
maximum utilization of available foreign currency, but at the same time move
to meet its buildings requirements in those areas where foreign currencies are not
-’ available; if necessary, with U.8. dollars. :

ARCHITECTURAL ADVISORY PANEL AND PRIVATE ARCHITECTS

It is apparent that the. architectural design of the buildings which our Govern-
ment erects abroad becomes, in most instances, a physical symbol of our Govern-
ment and our people. Early in 1954, with a viéw to improving the foreign build~
ings program in general and the architectural design phase in particular, the
Department of State effected certain fundamental changes in the program.
As the initial step in this direction, the Department drew up for its guidance a
statement of architectural policy, as follows:

“The policy shall be to provide requisite and adequate facilities in an archi-
tectural style and form which are distinguished, will reflect credit on the United
States, and increase goodwill by intelligent appreciation, recognition, and use of
the architecture appropriate to the site and country. Major emphasis should be
Pplaced on the creation of goodwill in the respective countries by design of buildings
and distinguished architectural quality rather than adherence to any given
style of architecture. Designs shall adhere to established good practice and, to
the extent practical, use construction techniques, materials, and equipment of
proven merit and reliability. Buildings shall be dignified and economical to
build, operate, and maintain,” . )

Secondly, to assist it in the delicate problem of the design of its new buildings
abroad, the Department created an Architectural Advisory Panel. The panel’s
functions were set out in two simple directives, as follows:

1. To recommend the most appro%*iate style of architecture consistent with
the architectural poliey of the State Department for the prospective projects of
its foreign buildings program.

2. To review and advise on the architectural quality, fitness, and merit of the
designs submitted by the private American consulting architeets for each of the
projects. :

The Architectural Advisory Panel has proved to be of inestimable value to the
foreign buildings program.
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. In conjunction with the formulation of an architectural policy and the creation
of the Architectural Advisory Panel, the Department of State in early 1954
turned to individual American architects, on a commn ission basis, for the design of
new embassy and consulate buildings abroad, FEach of the American architects
thus far commissioned has distinguished himself in lLis approach to his particular
problem abroad in sensing the delicacy of the job and the necessity for finding a
golution that will result in an economical, dignifiecd, and distinguished building

to.represent our Government abroad.

HOW 8. 1044 WILY IMPROVE PHYSICAL FACILITIES OF UNITED STATES IN FOREIGN
COUNTRIES

The bill now before you for consideration will permit the United States to
eontinue to convert substantial local curreney cred ts into tangible and valuable
assets. The Department wishes to emphasize that an increasé in the total
authorization must be made at this time in order to permit the Department to
confinue to provide urgently needed physical facilities for these establishments
abroad in certain areas of the world where no loeal ¢ 1rreney credits exist and there
is no foreseeable development of such credits. Fu-thermore, the continuance of
this program will hasten the improvement of physical facilities at many other
difficult posts, with the continued use of local curreney credits where such credits
are available. For these reasons the Department strongly urges your prompt

and favorable action on this bill.
DEPARTMENT OF STATE—Orrice oF ForeieN Buinpinas

s2ations and -appropriations for the foreign buildings program

Tasuk I—Author
B : - - since the Foreign Service Buildings Act, 1926
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Authorizations . Appropriations
: Fiscal :
Public Law— year
. . . U.8. Local : U.8. Local
doliars currericies dollars | currencies
186, 69th Cong. (May 7,1926) ... ....| $10,000,000 |- oo oraofoimmsima]ammsmmaco o afemmamaoqenas i
1926 $435, 000
14§, 74th Cong. (June 15, 1935) 300,000 |- e[ -
260, 74th Cong. (Aug. 12, 1935)... 1,325,000 |-
543, 76th Cong, (May 25, 1938) 000, 000 {2 am e commee oo ane
-
547, 70th Cong. (July 25, 1946) . ocnecmacans 15,000,000 | $110,100,000 |- looon e
$50, 000, 000
35, 000, 000
000, 000
2,950, 000
7, 500, 000
399, 82d Cong., (June 19, 1952) __ono e oo 90, 300, 000 SRS PRENORSE IN——
6, 500, 000
13,316, 000
3, 000, 600
, 500, 000
14, 066, 000
15, 000, 000
15, 000, 000
186, 739, 000
Tota) e e 31,625,000 [ 200, 000,000 {.-..~..-- 31, 397,000 | 189, 505, 000
t Transfer frorn other appropriation, L A
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TasLe I1.—Proposed building program for period from 1961 to 1965, inclusive

[Thousands of dollars!

Y-’
Program Total 1961 1962 1963 1964 1965
Acquisition and construction:
Afriea -l 13,116 1,775 2,120 2,910 3,880 2,430
Amecrican Republics. 10,285 3,000 1, 760 1,700 1, 535 2, 200
Europe_._—_.__._. 9, 300 2, 350 2, 425 1, 800 1,026 1, 700
Far Kasto oo 8, 860 2,245 2, 546 1,080 1,710 1,280
Near East and South A 10, 340 1, 980 2, 000 2,910 1, 700 1, 760
Subtotal . 51, 900 11, 350 10, 850 10, 400 9, 850 9, 450
Attaché housing:
Agrieulture_ .. .. 750 150 150 150 150 160
Defense .. imiaaan 1,250 250 250 250 250 250
- Subtotal. oo 53, 900 11, 75{] 11, 260 10, 800 10, 250 9, 860
Project development_._ .. _________... 2,600 600 600 600 500 400
Project supervision. . - 2,950 550 600 600 600 600
Property leascholds.. - 3, 750 750 750 750 750 750
Capital improvements. - 4, 800 800 900 1,000 1, 000
> Furhityre and furnishings. - 5, 000 1,000 1,600 1,000 1, 000 1,000
Operation of buildings. .. - 20, 100 3, 600 3,800 4, 000 4, 200 4, 500
Maintenance and repairs. -1 20,000 3, 600 3, 800 4, 000 , 200 4,
‘Conduct of program. ..« cooiomooo- 7,200 1, 360 1,400 | . 1,450 1, 500 1, 500
Subtotal s 66, 100 12, 250 12,3750 13, 200 13, 750 14,160
120, 000 24, 000 24,000 24, 000 24,000 24, 000
; .
-
1
< i
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138 FOREIGN SERVICE ACT AMENDMEN'(S
; TaBLE IIL.—FBO funds available during ?-year period, fiscal years 1953-59
Total Foreign U.8. dollars:
exchange
Upappropriated anthorization after 1952 appropriation._._____ 15, 911, 000 $1, 1,
Authorized to be appropriated by Public ]gaw ggg, 82d Cong., 15,911, 00 1,850,000 14, 361, 000
JUne 19, 1952 <o 90, 000, 000 90,000,000 |- omvnemmeeaan
Total authorization July 3, 1952 oo 105,911, 0600 91, 550, 000 14, 361, 000
Additional availabilities:
Unobligated balance brought forward July 1, 1952 .__.__.. 9,079,041 7,807,736 1, 181, 305
Proceeds of sales and reimbursements July 1, 1952, to June
80, 1059 - e em e e 8,338, 202 203,148 8,045,054
Total additional availabilitles .. oceooo ool 17,417,243 8,190, 884 9, 226, 359
Less:
TUnobligated balance to be carried forward June 30, 1959._ ... 750, 000 650, 000 105, 000
Unappropriated authorization siter 1959 appropriation_...| 28,095,000 27, 234, 000 861, 000
Total deductions .o v oo 28, 845, 000 27,884, 000 961, 000
Tatal available funds during 7-year perlod. . mcemvaaaaas 904,483, 243 71, 856, 884 22, 626, 359

FBO program obligations during 7-year period, fiscal years 1958-69

1960 budget Total Foreign U.8. dollars
i exchange
i
A. Operation, maintenanee, repair and services:
1, Operation of buildings. .ol $11, 230, 054 $9, 361,712 %1, 868, 342
2. Realty repair and maintenance. - 8, 448, 244 7,052,043 1, 396, 20t
3. Heavy equipment replaccment.__ . 370, 602 320, 602 50, 000
! 4, Telephone equipment replacement.. 175, 805 87, 903 87,902
5. Furniture repair and replacement___ 3,276, 684 2,209, 845 1,066, 839
6. Household equipment replacement . 749, 101 299, 730 448, 371
7. Property title servieces. ... ... . 72,248 51, 574 20, 674
8, Conduct of Program. ..o ccecoimoccmcnmcmrmmamm .- 4,438,074 £26, 074 3, 612,000
Total, Ao 28, 760, 812 20, 209, 483 8, 551, 320
B. Acquisition, development and eonstruction:
1. Site acquisitions for eonstruetion .. .o oo 3, 498, 994 3,185,195 313, 799
2. Project development....... 2,184, 602 49, 7: 2,084,873
3. Construetion____.. 43, 508, 24 37, 540, 985 5,968, 258
4, Project supervision_____ 1, 978, 00( 328, 000 1, 650, 000
5. Property acquisition._ 2, 884, 25t 2, 250, 692 633, 564
6. Property leaseholds. — 2, 103, 61: 2, (40,078 63, 536
7. Buildings and grounds capital improvements 2, 218, 676 1,634, 448 584, 230
t 8, Initial furniture and household equipment._ 2,868, 64! 1, 659, 321 1,209, 321
0. Defense attaché housing. __.___ 1,046, 48} 847,367 199,122
10, Agricultural attaché housing_ - 472, 5¢) 472, 540 | oo
11, 'USIA program, speclal project .—ocacooecaamaiaen 70,713 655, 111, 115, 608
Total, B e e 63, 635,773 50; 713, 467 12, 822,311
Total, Program. .. ccoemeecommaacees S 92, 206, 560 70,922, 950 21, 373, 640
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Reconciliation of major projects with FBO program summary for period of fiscal
years 1963-69

- Total TForelgn U.8. dollars
exchange
Applicable lines froxﬁ téble 2 summary:
B1. Sites for constrietion. - o ooco o cmeioo o ae e $3, 498, 994 $3, 185,195 $313, 799
B2. Development... - 2,184,603 99, 730 2,084,873
-B3, Construction.__ - 43, 509, 243 37, 540, 9856 5, 968, 258
B5. Property acquisi - 2, 884, 256 2, 250, 692 633, 564
B7. Capital improvements - 2,218,678 1,634,448 | 584,230
Bll. Special ProjeCtS.-mmwmmeamucmmmmmommdaanmaeaaa e 770,719 655, 111 115, 608
LI\ 7 PR PR PR RE LS L R 55, 066, 493 45, 366, 161 9, 700, 332
Projects:
. Major projects accomplished, 1953-58 (table 4) 46, 648, 800 38, 201, 682 8,357,118
Major projects projected for 1959 (1960 budget) 4,765, 000 4, 065, 000 700, 000
Minor projects and capital improvements. 3,652, 693 3,009,479 643,214
Totaloo e e dammm e mmmmemmmmmm—mmmomen o m 55, 066, 403 45,366,161 | - 9,700,332
o’
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Lz"sting of magjor construction and acquisition projects during 6-year period, fiscal
8

years 1953—b6, -~
Capital
Post Project investment
1953~
Afrlea (AF):
Belglan Congo:
Leopoldville. ..o _ 8420, 277
Do_... - 54, 503
Ethiopia, Addis Ababa,____J__ _ ITI1TT 7T 59,817
Ghana, Acera.__.._.__ . . 448, 622
Liberia, Monrovia 335, 634
Libya, Tripoli 150, 219
Moroceo:
Casablanca. 78, 780
Rabat__.__. ER 149, 634
Do 257,022 #
Tangier_ 834, 402
Nigeria, Lago 442,424
Tunisia, Tunis. ___ 417, 795
Union of South Afri 101, 450:
Total A¥ e . 3, 800, 579 x
e
American Republics (ARA):
Argentina:
Buenos Aires. 77,789
Do._. 78,883
80,040
Brazil:
Rio de Janeiro 149,184
8Sao Paulo._ 389, 101
Eeuador, Quito.____.._____ 496, 311
El 8alvador, San Salvador..____.._. 85, 850
Dominican hepubllc, Cludad Trujil S
Quatemala, Guatemala City. ... 179, 325
Halti, Port-su-Prince. 88, 581
Honduras, Teguclgalp: 749, 779
Mexico, Mexico City. 57, 412
Nicaragus, Managua 297,438
Paraguay, Asuncion 796, 513 A
Peru, Lima._____.__ eem 1,190, 281 "
Uruguay, Montevideo...._._._. .. - 277777 200,
Venezuéla:
Caracas_ .. 109, 664
DO LTI CM 82,000
Total ARA .. 5, 166, 601
Europe (EUR):
Austria:
Vienna....__..._.. 95, 987
Do...... 1,318, 651
Belgium, Brussels. 9, 860
Canada;:
Halifax___.__.___ 54, 935
Montreal . 328, 585
Ozechoslovakia, Prague 119,373
Denmark, Copenhagen..__ 105, 773 >
England:
London.... 758, 944
Do. 317, 915
5,627, 446
France:
- Le Havre_...._... 166, 980
Marsellles._..._.. 118,136 e
Germany: .
Dusseldorf .o oo e ceeeeeen OB 530, 853
Frankfurt. _ 71,429
Hamburg.. ... __._._____._°- 505, 510
Munich. . 960, 210
Do.._. 119, 648
Frankfart_ ... ___ 77" 1,045, 051
Stuttgart... B 6086, 506
Iceland, Reykjavik..._____ 227" 777777777 104, 358
Ttaly: X
Genoa. e e 145, 280
Palermo....._____. C 140, 400
Netherlands, The Hague. . OB 1, 165, 810
Norway, Oslo. . _...____. OB 1,228, 837
Poland, Warsaw._ . 176, 813
Spain, Madreld...___.________ OB 521, 352 .
Sweden, Stockholm.___._._.______ .~ .- 1,012, 064 e
837, 500 £

Yugoslavia, Belgrade
See footnote at end of table, p. 141,
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Listing of major construction and acquisition projects during 6-year pertod, fiscal
years 19568-58—Continued

- X Capital
Post Project 1 investment
1953-68
Eur%ee (EUR)—Continued
‘West Indies Fedcration:
Port of Spain remeemmmmmeecsummaemm————— 0OB__. $116, 867
Do.. - - CGR...
Total . 18 676, 210
Far East (FE):
N B 00) 200 K2 o T 910, 968
Indonesia:
R Djakarts . - ueocmmc o cmcacaama—anee 1,123,377
Do. 152,037
Do. 422,307
Medan .o e ceecmcccc e cmm————— 111, 628
Japan:
KODG . e mccccwm e ;e ————— / 592, 273
Nagoya._. 404,151
- Korea, Seoul. . 9186, 427
Laos, Vientlane. 152, 896
OKINAWS - < oo mm oo ccmccca e 740, 682
Philippines:
anila, 2, 830,618
Do 530, 784
Do 67,472
Do 422, 306
Thailand:
BangkoK .. oo m e imem—me e 127,017
DO s 9] 90, 550
BINEAPOIO.. - - cecccecemcmccsmmmmmmm—m—— = 184, 066
Total FE .o cimaaeiann . 9, 779, 456
Near East and South Asia (NEA): .
N0 L2 + R PRI U PO ST S 138, 302
Beypt, Calr0e cna e oo 6] 102, 492
India: .
- New Delhi. o un oo ODB/sh, ER site. - 3, 216, 207
- OB/CGR/BA.. 105, 648
005311 H 80, 849
OB, complete development.. 1,019, 322
OB/CR .o 5
OB/ER/SH. .o immaeaae 2,123,301
OB/SII.. 255, 064
[ 0 & T 1,187,028
Saudi Arabia:
JiAA8 e e e OD/ER/SH. eeeocaeeenes 486, 963
Dhahran. .- SI/0B . 73, 000
Syria, I)amasous. caa-ncacuncovonaa-n I 0 C S A, 148, 503
Turkey: CR
Ankara___ o OB i 104, 517
Do... .| ER . 73, 684
Istanbul........ e | OB e 64,779
9, 225, 9654
B, 166, 601
18, 676, 210
9, 225, 054
3,800, 579
46, 648, 800
1 Project symbols: :
OB—office building.
ER—~embassy:residence, )
C G R—consulate general residence.
SH—staft housing.
SOR—senior officer residence.
-

43120—59——10

Approved For Release 1999/08/27 : CIA-RDP78-03721A000400020007-7



Approved For Releass 499998127 GMA-RRR78-03721A000400020007-7

TaBLE IV

DrPARTMENT OF STATE—ANALYSIS OF LocaL CURRENC? AND U.S. Dornrar ‘
REQUIREMENTS OF THE PRoPosED Formren BuinpINas Proaram, 1961-65 -

Based on the re~uest for an increase of $100 million in the authorization for
appropriations to the Foreign Service buildings fund, S. 1044, the estimated re-
quirerrents of the foreign buildings program for new obligat:ons during the period
1961-65 is $120 million, of which $60.1 million would be financed from U.S.
Treasury holdings of foreign exchange and $59.9 million would be required in
U.8. dollars, either to be spent as such or to be used to a:quire needed foreign
exchange not available from the U.8. Treasury: ’

{Tn thousands of U.S. dollars]

Total Foreign U.8. dollars .
exchange
Unappropriated balance of prior authorizationl..__________.__ 10, 095 10, 095 0
Estimate of proceeds of sale of properties._ ... . e 9, 005 0 9, 905
New authorization requested.......___...____._______._ """ 100, 000 50, 000 50, 000 .
07 S 120, 000 60, 095 59, 905

! Based on 1960 budget request of $18, 000,000, of which $17, 372, 000 was appiopriated.

Of these total requirements, $51.9 million is required for specifie aequisition and
construction projeets listed in the program, and $68.1 million is required for other
purposes, such as operation of buildings, furniture and furr ishings, maintenance
and repair, architectural and enginecring scrvices, acquisition of housing for
Defense and Agriculture attachés, capital improvements, prcject supervision, and

program administration:
[In thousands of U.8. dollars]

Total Foreign U.8S. dollars
exchange @
Bpecific projects 51, 900 33,330 18, 570
Other requirements.._ 68, 100 126,765 41,335
7 SO 120, 000 60, 095 59, 905

1 These requirements cannot be distributed by country, but will be met on a worldwide basis by utiliz-
ing to the greatest practical degree the forcign exchange available in U.S, Tre: sury accounts at the time -
the funds are disbursed. : =

Local currencies equivalent to $33,330,000 are requirec. to. finance .specifie
‘projects. in. 46 foreign countries, in 39 of which local currencies are used-also to
fiiance binational educational exchange foundations authorized by Public Law
584, as amended. An analysis of the requirements of the tvro programs country
by country, however, reveals no serious competition for limited local currency
resources.

An inereasing proportion of the local currencies used for the educational ex-
change program is obtained under the provisions of section 104(h) of Public Law
480. These currencics are not available to the buildings program, nor-are the
local currency proceeds of sections 104 (e) and (g) loan repayinents, which may be
used for educational exchange. -In this regard, the Scereta 'y of State exercises
the authority to determine requirements for educational exchange programs
granted him by section 104(h), as amended, to assure priority for the establish-
ment or continuation of educational exchange programs.

Requirements and availabilities by country or groups of countries as set forth
on table IV-a are discussed below: . .

France and the oversegs territories

Under the memorandum of understanding of May 28, 1946, regarding settlement
for lend-lease, reciprocal aid, surplus war property, and claims the United States
has the right to acquire (a) real property up to a total dollar value of $15 million
and (b) franes equivalent to $10 million to acquire or improve real property for
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U.S. Government uge or to carry out educational exchange programs. No
property has been acquired under (a) above. Franes equivalent to $5,229,800
-~ under (b) have been drawn or reserved for cducational exchange in addition to
franes cquivalent to $5 million allocated from interest paid in franes. - An addi-
tional $3 million has been obtained under the provisions of seetion 104(h) of
Public Law 480.
" Under (a) above buildings program requirements up to $15 million in France
and the overseas territories can be financed from resources available exclusively
for the buildings program. The 1961-65 requirements in this area total $4.6
million,

United Kingdom and colonies _

The mutual aid settlement provided sterling equivalent to $50 million for the
buildings program and cducational exchange. Iublic Law 584 limits the latter
to an aggregate of $20 million. After reserving the full amount authorized by

* . Public Law 584 for educational exchange, a balance of $9 million remains for the
buildings program.  The 1961-65 requirements in this area, total $3.9 million in
addl‘mon to $5.7 mwillion in unliquidated commitments of the 1960 and prior
years’ program, The cxcess of $0.6 million will be financed from sterling received
a9 interest on deposits, or from other current eollections in sterlir g.

Other countries in which surplus property credits will finance continuation of the
educatronal exchange program

In Australia the funds available for educational exchange and the funds available
for the buildings program arc held and invested in separate trust aecounts by the
Australian Government.

In Burma, funds have been reserved for a 15-year educational exchange program
from surplus property funds. In addition, $400,000 of Public Law 480" currencies
are to be used to supplement the existing program. An additional $786,000
remains in the surplus property indebtedness against $298,000 required by the
buildings program. The Treasury held Burmese curreney equlvalent to $366,000
on June 30, 1958, available for sale for appropriated dollars, and estimated an
execess of $3.5 million in kyat receipts and holdings against 1959 cash requirements.
Under the Public Law 480 agreements of February 8, 1956, and May 27, 1958,

— .additional kyat equivalent to almost $4.5 million will be avallable for transfu to
-’ Treasury sales account after July 1, 1958, under scetion 104(f),

In Belgium and New Zealand the entire balance of local currencies available
under the settlement agreements is reserved for educational exchange, and in the
Netherlands the amount still owed is adequate to continue the program at the
present level for many years.  Belgium and the Netherlands are not represented
among the specific projects of the 1961-65 buildings program, and the $50,000
required for the buildings program in New Zealand will be financed from consular
fees or other collections in local currency.

Of the $84.6 million owed by Germany for surplus property, $5 million is re-
served to finance the remaining 5 years of the 10-year Public Law 584 agreement.
Buildings program requirements.total $1.3 million.

While the hilateral Public Lay 584 agreements with Greece: smd Italy are for

- less than theéymaximum authorized, 5-year extensions arc bng negotiated with
each, and funds: to finance the éxtonsions have been reserved.: In Ttaly, an ad-
ditional $300,000 in Public Law 480 currencies will be used. In the case of
Greeee, the remaining balanee owed on June 30, 1958, was $37 million against a
bmldmgs program requirement of $1.2 mllhon In Italy, the availabilities

- -exceed the $20 million maximum for educational exchange by over $73 million,

against buildings program requirements of approximately $1 million.
. Funds have becn reserved to finance in full the existing 12-year Public Law 584
agreement with Norway. ' This country is not represented in the specifie, projects
listed in the 1961 65 building program, and the $1, 180,000 required for the 1960
and prior years’ program is to be financed from the lend-lease settlement in ac-
cordance with a supplementary bilateral agrecment with @ thie” Norwegian
Government,

In China, both the educational exchange program and the. surplus. property
settlement arc inactive, but if eircumstances change, the program can be financed
insthe. max1mum amount authorized by law.

Approved For Release 1999/08/27 : CIA-RDP78-03721A000400020007-7



Apprgyed For Relgasq 1999/98(27 ixmhRRR78-03721A000400020007-7

Couniries in which currencies generated by Public Law 480 will finonce the educa-
tional exchange program PN

In 29 other countries the Department finances or currentl plans to finance
educational exchange from the proceeds of disposal of surplus agricultural prod-
ucts pursuant to section 104(h) of Public Law 480, as’amended.” - Current Public-
Law 534 bilateral agreements in these 29 countries will require: only $3.6 million
more in currencies required to be purchased from the Treasury with appropriated
dollars, all other requirements to be met with currencies obtain:d pursuant to the-
Secretary’s determination under section 104(h}. Based on Public Law 480 agree-
ments signed through June 30, 1958, in these 29 countries losn funds available
under sections 104 (e) and (g) total $1.36 billion, or about 77 percent of the total
$1.55 billion throughout the world.

Five of these 29 countries are not represented in the speeific projects set forth
in the 1961-65 requirements of the buildings program, and in the remaining 24
these requirements total about $18.3 million. n additional $13.8 million is
required for programs previously authorized. To cover both these requirements,
there were currencies equivalent to $70 million held in cash by the U.S. Treasury
in 20 countries, representing 85 percent of the total holdings o’ foreign exchange
available for purchase with appropriated dollars. In addition, there is a potential
$275 million more whichi may become available for purchase through Treasury '
amounts pursuant to section 104(f) of Public Law 480.

These 29 countries, together with France and the overseas territories, United
Kingdom and colonies,  Australia, Burma, Belgium, Germary, Greece, Italy,
Netherlands, New Zealand, and Norway, discussed in preceding seetions, cover
$28.8 million, or 86 percent of the $33.3 million set forth for specific projects in the
1961-65 buildings program; and $25.5 million, or 79 percent of the total prior
years’ requirements; a total of $54 million, or 83 percent of th: total identifiable
foreign exchange requirements of the buildings program through 1965. -

All other countries
The 10-year educational exchange agreement with Denmark is funded fully
with reserved ICA counterpart currencies. There is no Publc Law 480 agree-
ment. The $103,000 required for the buildings program will be financed from.
miscellaneous current collections in kroner. A
A 20-year educational exchange program with Ireland is being financed from i
ICA program country counterpart funds. It is hoped that Duildings program
requirements of $260,000 can be met by conversion of anothe- available foreign
currency. .
Of the $4.2 million required for new projects in the countriet: with which there:
is no educational exchange program under Public Law 584, $32.7 million is for
projects in Poland. It is expected that the $1.6 million in local currencies required
in the remaining five countries can be derived from conversion of other available
foreign currencies or by use of current miscellaneous receipts ir. local curreney.

Further analysis of requirements for specific projects (table IV-b~1)

The $51.9 million required for specific projects of the 1961-65 buildings program.
may be analyzed further as follows: :

[In tﬁousands of U.8. dollggg]»

Total Frelgn U.8. dollars
exhange .
=

I. 33 countrics having adequaté availabilities derlved from
Public Law 480, surplus property, or lend-lease agree-

(053 117 T Ry 28, 825 27,325 1, 500
II. 13 countries in which & substantial portion of require-
ments may be met by local curreney receipts or conver-

verslon of other available currencles. ... ... 6,330 6,005 325
III, 28 countries in which there are no adequate local currency

availabilities. . e 16, 745 ¢ : 18, 745

B 0171 USSP 51, 900 33,330 18, 57¢
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FOREIGN SERVICE ACT AMENDMENTS 145

4. Countries presenting no exchange problems (table IV-b-2)
Among these 33 countrics are 31 with which the United States has entered into
-’ -agreements for the disposal of surplus agricultural commodities pursuant to
Publie Law 480, as amended. These 33 countries also include 19 of the 28 coun-
tries having residual local currency availabilities under surplus property and lend-
Jlease indebtedness agrecments. .
The 33 countries represent—
(@) 96 percent of the potential additional foreign exchange availabilities
programed under section 104(f) of Public Law 480 but not yet transferred to
“"Treasury sales accounts; .
(b) 93 percent of the amounts programed for loans under section 104 (e)
and (g) of Public Law 480:
(¢) 78 percent of the local currency options remaining on June 30, 1958,
-wunder lend-lease and surplus property.credits agreements; = o
. (d) 99.8 percent of the estimates of the U.8, Treasury of excess raceipts of
foreign exchange in 1959; and . L
(e) 56 percent of the co#t of specific projects included in'the proposed 1961~
65 buildings program. B :

JI. Other couniries in which a substantial portion of requiremenis may be met from
* © local eurrency holdings (table IV-b-3) .
In these 13 countries are 12 percent of the cost of specific projects included in
‘the proposed 1961-65 buildings program. Together with the 33 countries in
-group I, these 46 countrics account for 68 percent of the costs of specific projects,
of w xic}!l about 95 percent would be financed from U.S, Treasury holdings of local
currencies. .
The .currency:-requircmponts. of group II would be derived. from currency
receipts, by conversion of available currencies, and by purchasé of materials in
countries where Treasury holdings are adequate. : :

TII. Countries in which there are no adeguate local currency avaslabilities (table
Nearly one-third of the cost of the specific projects included in the proposed
'1961-65 buildings program on the basis of need and priority is related to projects
N ‘in countries in which the U.8. Treasury has no holdings of local currency and such
A currency is being acquired-only by purchase with U.S, dollars, This highlights the
fact that while large sums of cerfain foreign currencies are being generated by
certain aid or surplus-disposal programs, this eondition is not general or worldwide
:and, in fact, is somewhat concentrated in a limited number of countries and cur-
rencies. aximum exploitation of these surplus currencies alone will not finance a
“worldwide program based on need and priority. Loecal currency usage must be
-supplemented with substantial U.8. dollar resources to finance needed facilities in

«countries in which there are no local currency holdings,
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146 : FOREIGN .SERVICE ACT AMENDMENTS

Tapte IV-a.—Analysis of local currency requiremenis of the proposed foreigw
busldings program for 1961-66 with particular atlenlion to couniries having &
educational exchange agreements authorized by Public Law 684, as amended -

[In thousands of equivalent U.8, dollars]

Buildings program { Burplus Potential
cash foreign cur- | property | Treasw y additionall Treasary
rency requirements | and lend- cash avail- | estimate
. Jease | holdin:s | abilities | of excess
indebt-' | avaitalle | from | holdings-
1960 and | edness for Pyblic | in fiseal
1961-65 prior | balances | purch: se.| Law 480, | year 1959
. sec. 104(1)
1, ¥rance and the overseas territories:
TONCO A oo mmmmm e $576 $132 | $23,989 |.____. ... $3, 800
Algerla {2 PR FUSOSI FISCRINPIpS SN ¢
Camerodn. ..o 655 50
French Equatorial Africa. [S1:3: 0 U SRS, S
French West Africa. . 735 200 .
Ivory Coast.onooceeeaes [0 RN JRIN o
Madag S, 665 R SO JO
Total...... e emmm———— 4,630 383 23,989 oo oo 3,800 [ceeo-n *
II. United Kingdoma, colonies, and pro-
tectorates:
United Kingdorm 7!
<Buk g 150
Bermuds.. 50
Cyprus 100
Kenya. 400
Nigerta. ... 865
Rhodesia an 725
706
i 400
Ugands...... 475
Other._...
B Ko7 DS 3, 846
III, Other countries in which surplus g
property credits will finance con- . T
tinuation of the educational ex-
change program:
Australis. oo 660 379 3,718 125
Urma.... 250 8 1,586 366
DT 10 o VPR I, - 1,661 1
Germany.. 225 1,084 84, 503 8, 651
Creece. .. 50 1,150 87,287 2,627
aly. ... 625 445 3
Netherlands... S PR 1,241 39,923 106
New Z 50 5100 {orcccacno
NOIWEY - caecemmmcemmmmccmmm e em e mmm 1,180 2,593 242 .
b X017 DU, 1,800 5,680 | 257,645 10, 120
1 Less then $5600.
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TapLe IV-a —Analysis of local currency requirements of the proposed Joreign

buildings program for 1981-65 with particular attention to countries having
educational exchange agreements authorized by Publi - Law 584, as amended—Con,

[In thousands of equivalent U.S. dollars]
Buildings program | Surplus ’ | Potential
cash foreigh cur- | property | Treasury |additional Treasury
rency requirements | and lend- cdsh avall- | estimate

i legso .| holdings.| abilities | of OX0ESS .
indebt-"avaflable| from | holdings.
1060 and | 'edness for Tublic | in figeal
1961-65 prior balances | purchase | Law 480, | year 1959
i . see. 104(f) -

V. Countries in which currencies gen-
erated by Public Law 480 will
finance the educational exchange

program;

Argentina. ...___.________.______ $600

Austria..... 50

Brazil. 100

Ceylon. 470

Chile... 700

Colombia. 125

Ecuador.. 35

Finland.._ 1,050

Teeland.. ..o . | ..

India.... 1,000

Imdénesial ...

[Tan.._.. 1, 080

Israel 430

Japan_ 450

Korea 480

Mexico. 3, 500

Pakistan. . 820

Paraguay . e e,

Peru. oL

Philippines. 275

Portugal.. 350

Spain. ... 700

Taiwan.___ 870

© Thalland.. 930 - o

+ ; v Murkey. oo L 1.630 373 15 8 408
o United Arab Republic..__._.__. 1,470 204 |ueeoool 208

L0 3 F-00: O S 1 - ;

Vietnam___ ... ... 1,000 08 | et - 18

Yugoslavie oo 78 814 261 11,429

Total el 18, 280 13,833 | 162,640 70,379 | 274,823 136, 510+

V. Subﬁotal, groups I through IV. 28, 766 25,472 | 484, 002 82,425 | 291,346 139, 962
VI. Other countrios:

Canada_ oo 368 |-cemol -
Denmark 3
Honduras 75
Troland..coocoooooool. 10

uwadb_ ] 480 |eemmemae
Nepaloooooooce e MO oo
Ooman_ .o ... 300 |0 -
Poland. .. 87 136,973
All other 6, 226 025

VIL Total o 32,282 | 505,475 83,026 | 420,244 16, 024

1 Less than $500,

No‘irEd——Amounts are rounded to the nearest thousand and will not necessarily add to totals simlilarly
rounded.
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154 TOREIGN SERVICE +CT AMENDMENTS

FEES FOR CONSULAR SERVICES TO AMERICAN VESSELS AND SEAMIEN

Senator MansrisLp. The next bill will be S. 2232, introduced by !‘\’
Mzy. Fulbright, by request, a bill to repeal séction 12' of the act of
June 26, 1884, prohibiting a charge or collection of fees by consular
officers for official services to American vessels and seamen, and to
repeal the provision of the act of June 4, 1920, authorizing the free
issuance of passports to seamen,
(S. 2232, together with executive branch comments, follows:)

{8. 2232, 86th Con 1., 1st sess.]

A BILL To repeal section 12 of the Act of June 26, 1884, prohibiting a charge or collection of fecs by con-
sular officers for official services to American vessels a1 d seamen, and to repeal the provision of the Act
of JTune 4, 1920, authorizing the frea issuance of passpor:s to seamen .

Be it enacted by the Senate and House of Representalives of the United States of
America in Congress assembled, That (1) section 12 of the Act of June 26, 1884
(23 Stat. 56; 22 U.8.C. 1186), shall be and the same is hereby repealed, and (2)
that the second proviso of section 1 of chapter 223 of the Act of June 4, 1920,
as amended (41 Stat, 750; 22 U.S8.C. 214), shall be and the same is hereby further
amended by striking out the phrase ““or to seamen,”.

[From the Congressional Re<ord, June 23, 1959}

DBPARTMENT OF STATE,
Washington.
The Honorable Ricmarp M. Nixon,
President of the Senate.

Dear Mz, Vice PresipeNT: There is trans nitted herewith a draft of a proposed.
bill to repeal seetion 12 of the act of June 26, 1884, prohibiting a charge or collec-
tion of fees by consular officers for official serviees to American vessel and seamen, y 2
and to repeal the provision in the act of June <, 1920, authorizing the free issuance s
of passports to seamen.

T'he second sentence and the proviso clause of section 12 of the above-mentioned.
1884 statute, which relate to the payment of eertain fees as compensation to
consular officers and to the accounting procedure required therewith, have been
rendered obsolete by the enactment of scction 8 of the act of April 5, 1906, as
amended (22 U.S.C. 99) which prescribes for the accounting for fees, and sections.
412 to 432 of the Foreign Service Act of 1946, as amended (22 U.S.C. 412-432)
which prescribe the manner in which Foreign Scrvice officers shall be eompensated.
These sections of the Foreign Serviee Act of 1916 do not provide for compensation
by fces in any case.

The two amendments to existing legislation, proposed in the enclosed draft,
would enablc the Department of State and the American Forcign Serviee to
charge and colleet fees, which are now prohikited, for certain services rendered
for American vessels and scamen. ) ’

The act of June 26, 1884 (ch. 121, see. 12, 23 Stat. 56; 22 U.S.C. 1186), entitled
“An set to remove eertain burdens on the American merchant marine and encour-
age the American foreign carrying trade and for other purposes,’”’ requires, ‘“That
on and after July 1, 1884, no fees named in the 1ariff of consular fees prescribed by
order of the President shall be charged or collected by consular officers for the
official services to American vessels and seamen.” This existing legislative pro-
hibition, which would be repealed by the enactment of the proposed bill trans-
mitted herewith, was enacted at a time when any possible aid to American vessel
and seamen was considered to be of material assistanee to the U.S. shipping
industry. Such assistance is not considered as ¢ssential as it was some years ago,
as many basic conditions existing in 1884 which initially’ justified such aid no
longer prevail. . .

The act of June 4, £920 (ch. 223, sec. 1, 41 Siat. 750; 22 U.8.C. 214) provides
among other things, “that no fec shall be collecied for:passports issued to * * *
seamen.” This prohibition, which would also be repealed by the proposed hill
transinitted herewith, was enacted at a time when it was reasonable to consider
assistance to American seamen as more essential than it is now. ”
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During fiscal year 1958, a total of $1,349 was collected by American consular
officers under the Tariff of Tees, Forcign Service of the United States of America,
for 242 scrvices described specifically as relating to vessels and scamen. During
that period nothing was collected for similar services performed for American
vessels and seamen, because of the above-mentioned prohibitory laws. It would
be difficult to caleulate the approximate numker of such free services, but it is
estimated by the Department that the total cost to the Government for the per-
formaunce of all the services in this category is approximately $400,000 a year.

It would also be extremely difficult to estimate the number of other services,
such as passport, citizenship, notarial, visa, etc., performed without charge by
consular officers in behalf of American vessels and seamen, and it would Fe ecually
difficult to estimate what it costs the Government to perform these scrvices.

It is respectfully requested that you lay the proposed bhill before the U.8. Senate
for enactment as soon as possible. A similar bill is being transmitted to the speaker
of the Housc of Representatives.

The Department has been informed by the Bureau of the Budget that there is
no objection to the submission of this proposal to the Congress for its consideration.

Sincerely yours, ‘
Loy W. IlenpERSON, Acling Secretary.

Senator Mansrierp. The witnesses will be Secrctary Henderson,
Mz, John W. Hanes, and Mr. Alvin Shapiro. Will Mr. Hanes and
Mr. Shapiro please sit up with Mr. Henderson?

Mr. Henderson; whom do you want to lead off on this bill?

Mr. Henperson. 1 would appreciate it if you would allow Mr.
Hanes, the Administrator of the Burcau of Sccurity and Consular
Affairs, to act as the main witness,

STATEMENT OF JOHN W. HANES, JR., ADMINISTRATOR, BUREAU
OF SECURITY AND CONSULAR AFFAIRS

Senator Mansrierp. Mr. Hanes?

| — ~ Mr. Hanes, Mr. Chairman, I have a statement giving some back-

ground on this bill which I would like to submit, with your permission,
and very briefly summarize, for your information.

Senator Mansrizrp. Fine. Is Mr. Shapiro here with you?

Mzr. Suariro. I am not with the State Department, sir.

Mr. Haxgus. He is not one of our witnesses.

Senator Mansrirrp. All right.

Your statement will be accepted and you may now make a brief
oral statement. ’

Mr. Hanges. Thank you, sir.

. PURPOSE OF S. 2282 VIS~A-VIS OBJECTIVE OF ORIGINAL LEGISLATION

The primary purpose of S. 2232 is to repeal an act going back to
1884 which exempted American shipping and American seamen from
consular fees.

The main purpose of the 1884 bill, sir, was to correct the abuses
that had then grown up in the consular service.

At that time, as you will recall, consuls were appointed purcly on a
political basis. Frequently they were American merchants engaged
n business overscas.

T am sorry to say that in most cases they were much more interested
in the fees they collected than in protecting Amcrican interests or
American seamen.

As a result, in 1884, the Congress passed a law exempting American

-’ scamen and American shipping from the charging of these fees for

consular services abroad.

Approved For Release 1999/08/27 : CIA-RDP78-03721A000400020007-7



Approved For Release 1999/08/27 : CIA-RDP78-03721A000400020007-7
156 FOREIGN SERVICE ACT AMENDMENTS

Many of the services required were necessary for shipping or for the
seamen or for their protection, and yet they were frequently subjected
to exorbitant and onerous charges. .

Since that time, of course, many things have changed. The consular
service is a very different thing. 1t is now part of the Foreign Service,
and it is entirely appointed on a merit basis. '

Fees are established by the Secretary »f State for consular services.
They are subject to strict accountability, They are published in a
tarifl of regulations. They are equitable and in accord with the type
of work that is done.

I might mention that, according to our best estimates, it costs the
Department approximately $400,000 a year to provide the services
we do for American shipping and American seamen shroad.

If this bill were enacted it would not »e our intention to prescribe
fees for what we describe as “involuntary” services, that is to say,
services that are required of American shipping or seamen abroad ; but
only to provide equitable fees for voluntary services that either the
shipping companies or the seamen, as individuals, seek for their own
reasons.

TYPES OF SERVICES PERFORMED FOR SEAIMEN BY CONSULAR OFFICES

Senator MansrieLp. Could you give us. illustrations of these types
of services?

Mr. Hangs. Yes, sir.

For example, in the case of shipping, rotes of protest as they are
called, which is a type of deposition made at a consular office abroad -
by a master of a ship coming in from a voyage for insurance purposes. 4
It establishes what has ha{)pened during t.1e voyage in the event that
there are later ingurance claims,

We presently provide for fees for foreign shipping seeking such
notes of protest from our consular offices akroad, but our own shipping
is exempt. The fees are very reasonable, 35 or $10.

In the case of individual seamen the most common type of example
would be notarial services which if they go’ in the United States they
would go to a notary public and pay a modest fee. Similarly, our
consular officers abroad generally charge $2.50 for such services, but
are enjoined from charging seamen.

AMERICAN SHIPPING INTERESTS AND SEAMEN WOULD NOW BE REQUIRED
TO REIMBURSE GOVERNMENT FOR (OST OF SERVICES

Since the time of 1884, of course, the condition of American seamen
and the condition of American shipping, a3 well as the condition of
the consular services has changed rather miarkedly, and yet the law
has not kept pace with this.

If this amendment were enacted, that we telieve would be consistent
with the intent of Congress as expressed in the 1951 act, which stated
that each Government department should charge equitable fees to
try and get to the fullest extent possible reirx bursement for its services
performed for the public, we would not expect to recover the full
$400,000 costs of these services. On our best estimate we figure

about 11,000 calls by American ships at fore:gn ports where American -_

consular officers are during any given year.
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Perhaps each such call would result in two or three, maybe four
) services, either for the ship’s master on behalf of the ship or for
A individual scamen for voluntary services. C '

It is difficult to estimate, because at the present time most such
services ‘are not recorded, since these aro no-fee services——

Senator MansrieLop. Mr. Hanes, on this question of notarial fees,
did you say the consular agent charges $2.50 to everyone who comes
in, except seamen? ' B

Mr. Hangs. Yes, sir.

Senator MansrieLp. The charge is made to everyone except officers
and others on ships? ' '

Mr. Hanms. Yes, sir. Any person, any American citizen who
comes in for a notarial service of & type to be performed by a consular
officer pays that fee.

Senator MansrizLp. Who gets that fee?

Mr. Haxes. This is returned to the Treasury. No fees which the
Department of State collects go to the Department of State. This is
similar to our passport and visa foes. They all go directly back to
the Treasury. We estimate if this amendment were passed the
income to the Treasury might be roughly $100,000 a year,

That, sir, is a brief summary of the purpose of this bill.

‘ORIGINAL EXEMPTION AND PROPOSED REiJEAL APPLY ONLY TO AMERICAN
’ SEAMEN

Senator MANsrFreLp. Senator Aiken?

Senator A1kEN. Does this repealer apply only to American seamen
-on American-flag vessels? o

- Mr. Hangs. Yes, sit. The present law exempts American seamen
traveling on American vessels. .

Senator A1kEN. The proposed repeal does not apply to the seamen
on Panamanian- or Greek-flag ships?

Mr. Haves. It would not apply to the seamen of any other nation-
ality, no, sir.

Senator AtkeN. However, if American seamen were on a ship flying
& Panamanian or Greek flag, it would apply to them; is that correct?

- Mr. Haxms. Well, American seamen are presently exempt.

Senator Arken. I sec.

Mr. Haxms. It is my understanding they are exempt. I am not
ﬁertain of that, but I understand they are exempt no matter what

ags ‘

Senator ArkeN. They are exempt, then, as American citizens.

Mr. Hangs. Yes. ~ _ ,

Senator MansrieLp, Would you clarify that point for the record?

Mr. Hanms.. I am informed that all American seamen are exempt,
8ir, at the present time, no matter what flag they are serving under.

-Senator AikuN. Very well. Would this repealer make any differ-
ence in who is affécted? .

Mr: Hawss. The repealer, sir, would romove the exemption. At
the present time, American seamen are exempt. We are asking that
they not be exempt further because we fecl that there is, in effect, a
privileged class which had a reason to exist at the time it was created,
but no longer does.

43120—59——11
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1 might add that this also repeals an act of 1920 which exempted
seamen from paying for passports. That is almost just to make the -
record straight, for it is a fact that seamen virtually never ask for
passports. They use their seamen’s identification cards. When
they do need passports, usually for tourist travel, we think they should
pay the same as other people.

enator Aiken. Then seamen would be made subject to the-same
laws and regulations as any other American citizen?

Mr. Hangs. Yes, sir. :

Senator A1xen. Thapnk you. ,

Senator MansrFieLp. Thank you, Mr. Hanes.

(The prepared statement of Mr. Hanes follows:)

STATEMENT oF JouN W. Hanges, JR., ADMINISTRATOR, BUREAU OF SECURITY
AND CONSULAR AFraIks, DEPARTMENT OF STATE, JoLy 6, 1959

HISTORICAL JUSTIFICATION FOR EXEMPTING A_MERI(!Aﬁ VESSELS AND SEAMEN FROM
CHARGE FOR CONSULAR SLRVICES

American shipping and seamen have been exc mpt from charges for services
performed by American consular officers ever since enactment of a law in 1884
which is still in effect.

This law (23 Stat. 56; 22 U.8.C. 1186} is entirled “An act to remove certain
burdens on the American merehant marine and to encourage the American foreign
carrying trade, and for other purposes.”’

This law provides “that on and after July 1, 1384, no fees named in the tariff .
of consular fees prescribed by order of the President shall be charged or collected
by eonsular officers for official services to Americin vessels and seamen.”

The system of charging fees for consular services to shipping and seamen, in
common use before that time, had developed some abuses by the 1880’s, prin-
cipally because consuls, who were political appo ntees and many of whom were !
merchants, depended in most cases upon foes col coted either for their livelihood P o
or to supplement their incomes. Accordingly they were frequently more interested
in collecting fees than in protecting the welfare ¢f the shipowner or the mariner.
William H. Lineoln, a shipowner from 1862 unt 1 after the turn of the century,
president of the New England Shipowners Association, and president of the Boston
Chamber of Commerce for 4 ycars beginning in 1900, testified about 1910 that
“my experience in regard to our consular serv.ce (under the spoils system of
appointment) was most unsatisfactory. In many cases the consuls were more
desirous of seceuring benefits for themselves than to protect the interests of
American shipowners. * * * 1 consider that the abuses of this system had
considerable influence in driving American shipowners out of business. * * ¥

ESTARLISHMENT OF MERIT SYSTEM IN FOREIGN SERVICE ELIMINATED ABUSIVE
CHARGES FOR SERVICES

The lack of an adequate system of accountirg, and the fact that the official
list of fees did not cover all consular activities ilso caused the collection of un-
official fees to grow into an abuse. This sad stete of consular affairs was finally
changed in 1908 by the establishment of the merit system in the consular service.
Clonsular appointments were made by the President and confirmed by the Senate
from candidates possessing requisite qualifications of experience and ability and
who passed established examinations. Regular inspections of consular operations
were instituted. Consuls were placed on a salary basis and were prohibited from
engaging in business or legal practice. Bonds were required. Notarial acts
were made obligatory. All fees official and unofficial were put on an exact ac-
counting basis, and were turned into the Treasury. Thus abuses which had
existed and which had called for the law of 1884 to protect American vessels and
seamen were finally brought to an end in 1906 However the law of 1884 still
remains on the statute books. In addition a law passed in 1920 (41 Stat. 750:
22 1.S.C. 214) provides among other things “that no fee shall be collected for
passports issued to * * * seamen.”
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FOREIGN SERVICE ACT -AMEN

‘LAW HAS NOT KEPT PACE WITH BETTER CONDITIONS

Conditions affecting American shipping and seamen have changed drastically
since 1884 or even 1920, but the law has not kept pace with those changes.

In 1951 the Congress passed & law (5 U.8.C. 140) whieh requires that each
Tederal agency charge a fee for services performed on behalf of the public. This
law provides that such services ‘‘shall be self-sustaining to the full extent pos-
sible,”” and it authorizes the head of each agency by regulation to prescribe for
those serviees such fees as hie shall determine to be fair and equitable.

..As a result, a legislative proposal, similar to 8. 2232 before us today, was made
in August. 1955 and was submitted to the Congregs on November 7, 1956, as
H.R. 11058, but was not acted upon by the 84th Congress.  Bubscquently the
Bureau of the Budget determined that the propesal should be included in omnibus
legislation before the 85th Congress but this did not materialize. = Accordingly,
. the proposal has been reintroduced at the current session as a separate bill—-

5. 2232. : :

EQUITABLE FEES FOR SERVICES WOULD BE ESTABLISHED UNDER PROPOSEL:
i LEGISLATION

g If this hill is enacted into law, the Department intends to establish fair and
equitable fees for services rendered to American shipping and seamen by American
consular officers whenever services requested are of a voluntary nature. Such
services would include notes of protest or cxtended marine notes of protest, i.e.,
declarations made by a ship to be uscd prineipally for insurance purposes. Dur-
ing fiseal year 1958 only 306 notes of protest and 31 cxtended marine notes of
protest were recorded and reported by consular offices as having been performed
for American shipping. Iowever, the fact that at present no fee is charged for
such voluntary service means in practice that this serviee is usually not even
recorded. Consular offieers experienced in shipping matters cstimate that be-
tween one-half and three-quarters of American-vessels calling at foreign ports
file notes of protest.  During the period July 1 to Deeember 31, 1955, a 6 months’
period, American ships made 5,667 ecalls at approsimately 100 forcign ports where
Ameriecan consular offices are cstablished and scrviees available. Thus over
11,000 American ship calls are cstimated to have been made at Ameriean consular

- offices during the course of the past fiscal year.” If, say, 6,000 of thesc ships
entered voluntary notes of protest, or declarations for insurance purposes, fees
colleeted would have amounted to $30,000 at the $5 fee rate now charged foreign
vessels for filing such protests. A further $3,000 would have been collected for
yoluntary extended notes of protest at the rate of the $10 fee now charged foreign
vessels. e

In addition to the forcgoing services, consular offices recorded 940 other services
of a voluntary nature rendered to Amcrican ghipping and seamen during fiscal
year 1958 for which no fee was charged. Again, most such services went un-
recorded. Assuming 11,000 ships involved: during the past year, experienced -
officers estimate that it is not improbable that at'least 2 or 3 voluntary services
were performed for each American ship and its crew calling at foreign ports during

' that period. Had fees for notarial -or other serviecs been collected they would
have amounted to perhaps anothér $40,000.

While seamen going abroad generally earry only their continuous discharge
books or certificates of identity issucd by the:Shipping Commissioner under Coast
Guard regulations, seamen do on occasion obtain passports. When they do, it is
usually for their-own convenienee if thiey plan some “tourist” travel abroad. - At
present, generally no charge is made for passports issued to scamen although the
general public is charged $10 for this document.

SPECIFIED SERVICES WILL STILL BE PERFORMED AT NO FEE

The Foreign Serviece performs, and we recommend should continue to perform,
a nurcrilber of no fec services for American shipping and seamen. Such services
include— .

(1) Accepting the deposit of ships’ papers at a consular office as. required by
law, and the issuance of a receipt therefor;

(2) Shipment andjor discharge of seamen as required by law;

(3) Issuance of crew list visas;
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(4) Protection of rights and interests of seamen and assisting in the provision
of welfare services for seamen. Such matters include— M,
) (a) Assisting in settlement of shipboard complaints and disputes; '
(b) Helping arrange for care and onward transportation of stragglers;
(¢) Providing relief and/or hospitalization for destitute injured, and ill,
seamen; :
(d) Assisting in the settlement of difficultie; with local authorities.

FEES PREVIOUSLY COLLECTED COMPARED TO THOSE 'fO0 BE COLLECTED UNDER 8. 2232

Under authority derived from 5 U.S.C. 140, the tariff of fees provides a charge
for recording the bill of sale of an American vessel ¢verseas (item 34), and also for
the issuance of a provisional certificate of registry of. an American vessel (item 35).
During fiscal year 1958, the recording of 44 bills o sale yielded $360 in consular
fees and the issuance of 37 provisional certifieases of registry realized $215.
‘These are the only fees which it is possible to collect for shipping services '
dinvolving American interests at the present time.

On the basis of tentative figures furnished by Foreign Service posts the De-
partment estimates that the total cost to the Gove nment for the performance of
all services to American shipping and seamen approximates $400,000 per year.
‘This figure includes salaries of Foreign Service rersonnel engaged in consular
work on behalf of American shipping and seamen s well as an apportionment of
office space used for such purposes. .

If it is the intent of the Congress that services of this nature *“shall be self-
sustaining to the full extent possible,” as 5 U.S C. 140 would indicate, then
passage of S. 2232 will enable fair and equitable chzrges to be made to cover many
of these services. In order to enable the Department to comply as fully as possible
with policy established by the Congress, it is recor mended that favorable setion
be taken on 8. 2232.

Senator MansrieLp. Mr. Shapiro?

STATEMENT OF ALVIN SHAPIRO, VICE PRESIDENT, AMERICAN
MERCHANT MARINE INSTITUTE; ACCOMPANIED BY EDWARD -~
.. C. PHILLIPS, STAFF, AMERICAN MERCHANT MARINE INSTITUTE

Mr, Seapiro. Mr. Chairman, with your permission I would like
Mr, Edward Phillips of our staff to be with me.

Senator MansFieLp. That is fine. ,

Mr. Saariro. My statement is rather bricf. :

Senator MansvieLDp. Please proceed.

- Mr. SmaPiRO. My name is Alvin Shapiro. I am vice president. of

the American Merchant Marine Institute, an organization represent-
ing some 50 American steamship companies. Our members operate
vessels of all types into and out. of U.S. ports on all three coasts in
our domestic and foreign trades. : :

This bill would remove the existing statatory prohibition against
the charge or collection of fees by consular officers for official services
to American vessels and seamen, and woull repeal the provision of
the act of June 4, 1920, authorizing the freo issuance of passports to
seamen.

BACKGROUND: EXEMPTION ENACTED TO AID AMERICAN SHIPPING. AND
: TRADE

Our comment is directed primarily to that portion of the bill
which would remove the existing prohibition against the charge or
collection of fees by consular officers for official services to American
vessels and seamen. This prohibition is contained in section 12 of -
the act of June 26, 1884. In considering the removal of this prohi- T
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bition it is important to note its background. This prohibition was
one of the measures enacted to assist grmerican shipping adopted by
P the 48th Congress. - The act of June 26, 1884, resulte from an in-
vestigation and study by a joint standing committee of that Congress
into ways to assist American-flag shipping to maintain an adequate
fldet in the face of foreign competition.! - “
. ASSISTANCE TO AMERICAN SHIPPING STILL NECESSARY
" The justification and need for such assistance to American shipping
is just as true today. For this reason we urge that any measures
which tend to increase the heavy burdens with which our shipping is
- already faced be approached with caution.

' “We appreciate that the proposal to remove the prohibition against
collection of these fees by consular officers stems from the statute
passed by Congress in 1951 (5 U.S.C. 140), whereunder Congress
expressed as its sense that the services performed by Federal agencies
be self-sustaining “except those engaged in the transaction of official
business of the Government.” Moreover, it is our understanding
(obtained informally) that under this bill it is intended by the admin-
istrative agency to charge for only those services to American vessels
and scamen which are of a special interest to or are of a commercial
nature of value to the particular individual, company, or vessel, and
that it is not intended to charge for services in the transaction of
official business of the Government (i.e., services required by law) or
services which are performed in the public interest.

INTENT OF PROPOSED LEGISLATION SHOULD BE CLARIFIED

e If the foregoing is an accurate statement of the intent of this pro-
posed legislation we do not oppose such objective, but since this has
not been spelled out, we believe the intent should be clarified. I.am
sure the committee can understand our fear that perhaps we are here
proceeding with a new principle.  What we wish to be sure of is that
the passage of this legislation will not be taken as license by the
administrative agency to institute charges for services which go
beyond this intent. Further, with the industry assuming responsi-
bility for paying for certain charges, no administrative agency should
construe this as a revenue device. The following two examples will
illustrate this point:

1 Excerpt from “Report of the Commissioner of Navigation,” describing background of act of June 26, 1884:
«In 1861 our tonmage was at its highest point, being 5,539,813 tons. Tivo years Iater, in 1866, it was
reduced to 4,310,778 tons, having declined 1,229,085 tons during that period, Since the latter date there
has been no such sudden change in the tonnage tables, and although the figures have not increased as
1;mxght have been oxpected, they have maintained about that amount, varying a little more or less year
Y year. . .

“Thereé was on this account considerable inquiry as to the eause of the great decline in the national ton-
nage which occurred during the period referrod t0.. The country begame alarmed, and after a few years
it became the subject of much inquiry and serious agitation, so the Congress appointed committees, who
from time to time made investigations and reports upon the question; but no measure looking to the
recovery of our lost prestige on the sea being adopted, a convention of shipowners and comrmercial men
was called to meet in Doston in the fall of 1880.

“The delegates to this convention were earnest, and many. of themn able men, appointed by the different
boards of trade and commercial bodies throughout the country, and in a session of 3 days the subject was
fully discussed and the opinions of the convention were ombodied in a serics of resolutions earncstly praying
Congress to come to the rescue of the shipping of the country by appropriate legislation,

“A general interest was awakened, and at its next séssion Congress appointed & joint standing committee
to investigate the whole subject and report to Congress. The joint standing coinmittee began its labors
very .properly by sending out to parties interested interrogatories touching upon the subject in all its
phagés, The various replios to questions progounded by the committce, although not all agreeing in detail,
did so in the main and scrved to elucidate the question. In addition to this, varlous sessions were held
by the committee and witnesses examined. .

. _‘ “As a result of this investigation, and the roport of the committec which followed, Mr. Dingley brousht,
‘s forward his bill of relief, which was, after some delay, st bstantially adopted in the act of June 26, 1884.”
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SCHEDULE OF FOREIGN SEFVICE FEES

A bill similar to this (H.R. 11058) was introduced in the 84th
Congress in 1956. At that time opposition to the bill was based upon
upon the burden to the industry which weould result from obtaining
@ service in foreign ports which is imposec. upon U.S. vessels in the
public-interest and as a matter of law.  The schedule of foreign service
fees included a charge for receiving arid delivering ship’s register and
papers which are required by 46 U.S.C. 354 to be delivered to the
consul whenever an American vessel enters 3 foreign port. Under the
then existing schedule of fees, this charge, which was on a tonnage
basis, would %m,ve amounted up to $25—8%$40,000 for our larger companies
per annum as estimated by them in letters to us. This particular -
service, which is required under the law, has apparently been recog-
nized by the State Department as being in the public interest because
it has since been removed from the schedu e of foreign service fees.
We would, for reasons just indicated, have strong objection to either
the reintroduction of this fee or to the imposition of any fec for this
federally mandated service as a result of this bill,

There still remains in the schedule of fos (although not charged
against U.S. vessels because of the current prohibition) a fee for the
shipment or discharge of scamen. This serv ce stems from obligations
contained in 46 U.S.C. 570 and 18 U.S.C. 2195 relating to the shipment
and discharge of seamen in foreign ports, respectively, and from the
obligation contained in 22 U.S.C. 1174 for ccnsular offices to maintain
records of such transactions. For example, 18 U.S.C. 2195 prohibits
the abandonment of sailors in foreign ports. Under this the master ,
of an American vessel cannot lawfulfy discharge a seaman in a foreign -~
port without intervention of the consul. Tlis is obviously a require-
ment for the protection of American citizens, in this case the seamen,
in the public interest, and the performance of this service by the
consul is a transaction of official business o the Government. = This
service should not be charged for against U.S. vessels even if the
present prohibition is removed.

FEES SHOULD NOT BE CHARGED FOR SERVICIIS PERFORMED IN PUBLIC
INTEREST OR BY LAW

In order to prevent the imposition of fees for services such as the
above, we respectfully urge the addition of 1, proviso to this bill that
no fees will be charged for the performance of services to vessels and
seamen which are performed as a matter of public interest or are
required to be performed by law, and that any revision of existing fees
or imposition of new fees will be subject to the provisions and protec-
tions of the Administrative Procedure Act. Without such provisos
we would be compelled to oppose the present bill.

Senator MansrieLp. Thank you.

APPROXIMATE ADDED REVENUE TO BE DERIVED FROM IMPOSITION OF
FEES

Senator ArkeN. I notice you say that these service costs would
amount to between $25,000 and $40,000 for a larger company for 1
year, as estimated by them in letters to you. How many larger com- -~
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panies do you suppose would have their costs increased by that
apﬁoximate amount per year?

r. Seapiro. Well, in this higher category of $25,000 to $40,000,
there are probably about 15 companics. '

Senator AIKEN, For 15 companies, the added Government revenue
would be $375,000 minimum and $600,000 maximum. You and Mr.
Hanes do not make nearly the same estimate.

Mr. Hanes. Senator, could I make a statement on this?

Senator Aiken. He estimated $100,000 would accrue to the
Treasury. _

Mr. Hangs. That is right.

We are not in any substantial disagreement with Mr. Shapiro.
The type of fces we are here speaking about were those that I men-
tioned that we did not intend to include. We intend to continue no
fee services for matters performed as a matter of law, and I did not
bother to read to you the list, but the first two items in my prepared

~ statement which we would not charge for, one was the accepting of the
deposits of ships’ papers which Mr. Shapiro referred to, and the
second one was the shipment of or discharge of seamen, to which he
also referred, and there are several others wo would not charge for.

Senator Aixken. I am glad you made that plain, because to a
Jandlubber there seemed to be quite a discrepancy in your figures.

Mr. Haxgs. Thero is really no difference between us, with the single
exception that the Administrative Procedure Act is something that
does not apply abroad; indeed, to make it apply abroad would raise
very grave questions of sovereignty since it involves hearings and
procedures on foreign soil.

Mr. SHAPTRO. You misunderstand my point.

These rates are set in Washington and therefore we suggest not in
the payment of these fees but in setting up your tariff, which is done
right here in the city of Washington and therefore it does not get
into any problems of sovercignty, that this be subject to the Admin-
istrative Procedure Act. :

Senator ATknN. When a scaman lands in a foreign port and goes
into town, does he get a visa from the country?

Mr. Saapiro. No; he uses his seaman’s papers.

Senator AtkeN. He does not get a passport or visa?

Mr. Suariro. No. :

DIFFICULT FOR SHIPPING INDUSTRY TO INCUR NEW EXPENSES

You sec, Senator, if I may, it is always difficult for an industry,
particularly an industry such as ours, to accept new expenses.

Frankly, we have gone really quite far in accepting these, as I hope
my message or my statement indicated. DBut precisely our fear was
embodied in a bill during the last session of Congress.

This was & bill introduced in the Congress of the United States,
and therefore exprossed the views or the intent of several of the Gov-
ernment agencics, or at least one, and that embodicd the imposition
of & principle or a fee for a particular service which, upon reconsidera-
tion, the State Department has dropped out in this particular bill.

Now had last session’s bill become law we would actually have been
faced with what, I think, in all frankness, would have been & very,
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very unfair imposition of a feec which it required by statute. It is
something we have no choice of. _ y

It is not done for our convenience. T suggest, as a matter of fact,
that many of these things since the origin goes back to 1884, and even.
preceding that, since it 1s for the protect.on of seamen, to.make sure-
they were not shanghaied, this legislation goes back to probably 1815,
ino rather than elimmate the fecs, we might eliminate the basic legis-
ation,

But all we are seeking is reasonable protection through the Admin-
istrative Procedure Act, and the acceptance of fees only when they
are of a particular commercial private value,

If they are mandated by the law, we ttink if we have no choice we-
should not be forced to accept the fee in that sense.

FEES NOT TO BE CHARGED FOR SERVICES REQUIRED BY LAW AND IN
PUBLIC INTEREST

Senator MANsFIELD, Mr, Hanes, will you please turn to page 2 of
Mr. Shapiro’s testimony?
Mr. Hangs. Yes, sir,
. Senator Mansriztp. In the last sentence before the footnote it
reads: “Moreover, it is our understanding (obtained informally) that
under this bill it is intended by the admi vistrative agency to charge
for only those services to American vessols and seamen which are of
special interest to or are of & commercial nature of value to the par-
ticular individual, company, or vessel, and that it is not intended to-
charge for services in the fransaction of official business of the Gov-
ernment (i.e., services required by law) or services which are per- N
formed in the public interest.” ‘
What is your reaction to that statement, Mr. Hanes?
Mr, Hanes. We are in entire accord with that, sir; that is correct.
Senator MansrieLp. Now, if you will turn to page 5, what is your
reaction to the last paragraph in Mr. Shagpiro’s statement?

SHOULD SETTING OF FEES BE SUBJECT IO THE ADMINISTRATIVE
PROCEDURE ACT?

Mr. Hanes. With the exception, sir, of the very last part of the
next to the last sentence which is “subject to the provisions and pro-
tections of the Administrative Procedures 4.ct,” we have no argument
whatever.

We have had in the setting of all of our fees for such services, we-
have always consulted informally and, I ma; say, entirely successfully,.
with whatever interested parties, agencies, 0> companies were involved.

We fecl that to subject this type of fee setting to the rather tortuous.
processes of the Administrative Procedure Act would be to introduce
a new element into this sort of fee-setting. We do not think it
necessary.

We certainly do not look on this as a major revenue-producing
matter. It is our intention only to put on equitable fees for, as we
have stated, consular services performed ir. the interest of the com-
panies or of the individuals similar to those fees that wo charge other
individuals or other commercial interests for other similar types of -~
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services, and we do not sce the need for the Administrative Procedure
Act amendment. ,
Senator MansrFieLp. What is your. answer to that statement, Mr.
Shapiro? '
r. Smaprro. Well, if you will forgive me just & moment, Senator,
I always wonder why a Government agency, which is doing all these
things—and you are perfectly right, Mr. Hanes, the State Department
is doing it and has done it, but we wonder about the future all the
time—if 'a Government agency is going to consult with an industry,
if a Government agency has as its intent to impose fees for only
certain services, I always wonder why this cannot be spelled out in
the picce of legislation itself.

STATEMENTS ON PROCEDURE FOLR FEE SETTING

Senator MansrieLp., Well, the committee will request both Mr,
Hanes and Mr. Shapiro to file statements on this particular matter,
and then we will take those statements under consideration.

(The statements subsequently received are as follows:)

Brier 8y Mr. Hanes To CLARIFY PornTs 1v HEARINGS ON S. 2232

At the hearing held on 8. 2232 before the Subcommittee on Department of
8tate Organization and Public Affairs, Committce on Foreign Relations, U.S.
Senate, on July 6, 1959, Mr. Alvin Shapiro, vice president, American Merchant
Marine Institute, raised several issues in his statement. The chairman of the
subcommittee, Senator Mike Mansfield, requested that the Department of Btate
represcentative, Mr. John W. Hanes, Jr., Administrator, Bureau of Security and
Consular Affairs, present a brief on two particular points raised during the hearing,
namely:

1. That repeal of the statutory prohibition to charge fees for scrvices rendered
to American ships and American scamen would open the door for the assessment
of fecs for any and all services, creating an unwarranted burden upon American
shipping and seamen,

2. That any revision of existing fees or imposition of new fees should be subject
to the provisions and protections of the Administrative Procedures Act.

With respect to point 1, the enactment of 8. 2232 would enable the Department
of State to establish fees to be collected by its representatives for official services
rendered in behalf of American shipping and seamen. The type of services for
which fees would be charged would depend on the purpose of the particular
service; and the amount of the fee to be preseribed for a particular type of service
would be established to cover the average cost to the Government for the per-
formance of such scrvice. The Department contemplates establishing and col-
{ecting foes only for such services as are primarily in the interest of the individual
vessel or seaman, and it would not charge fees for services required by law, or
when such a service is primarily in the public interest. The distinction has been
spelled out in further detail in” Mr. Hancs' prepared statement submitied to the
subcommittee at its hearings on July 6, 1959,

With respect to point 2, the military, naval, and forcign affairs funetions of the
United States are specifically exempt from the rulemaking procedure preseribed
by the Administrative Procedures Act (5 U.S.C. 1003). Historically the question
of fixing and amending the tariff of fees for the Foreign Service has been considered
a foreign affairs function and thus it was never considered to be subject to that act.
The authority for prescribing the rates in the tariff of fees for official services was
given to the Seeretary of State by the President in Executive Order 10718 of
June 27, 1957. The Secrotary’s actions taken under this authority are required
to be published in the Federal Register. It has been the Department’s normal
procedure to publish reasonable public notice of any changes and to give careful
consideration to any objections or comments made by interested parties. Such
notice has ranged from 30 to 90 days.

It is believed that this procedure will continue to operate satisfactorily in the
future as it has in the past, and that there is no need for American shipping interests



to fear that some future action of the Department in relation to the tariff of fees
will be arbitrary or that shipping interests will not have adequate opportunity
to present their views for consideration at the time.

AMERICAN MERCHANT Mamne InsTiTuTE, INC.,
Wash ngton, D.C., July 15, 1969.
5. 2232, consular fees. . ‘
Hon. Mikz MaNsFIELD,
Chairman, Subcommiitice on State Department Organization and Public Affairs,
Committee on Foreign Relations, U.S. Senate, Washingion, D.C.

Desr SENATOR MansrizLp: You will recall thet at hearings on the above
bill on July 6 you requested both the Departmeni. of State and the American
Merchant Marine Institute to submit language to the: committee on the two points
raised by the institute in its statement.

The protection desired by us was described in our statement presented at the
hearing. It is our belief that this can best be accomplished by the following
specific amendment of the act of June 26, 1884 (23 Stat. 56; 22 U.S.C. 1186).
The entire language of the present section 12 would be deleted and the following
substituted in its place: .

“No fees named in the schedule of the tariff of fees for the Foreign Service
which are for official services to American vessels and seamen shall be charged or
collected by consular officers when such serviee is reyuired by law or is primarily
in the public interest: Provided That, except for the fees hereinbefore described,
no fees named in such tariff of consular fees which arc for official services to Amer-
ican vessels and seamen shall be preseribed without “yrior notice, publication, and
opportunity to participate in the prescription there¢of, similar to that provided
in the third section of the Administrative Proeedure Act (5 U.S.C. 1003).” .

We have reviewed the supplementary comment forwarded to you by the Depart-
ment of State in letter dated July 9 and believe the foregoing language to be in
complete harmony therewith. This amendment will accomplish the objective
of the Department of State by removing the existing prohibition against the collec-
tion of fees for the type of services deseribed by them in their testimony to the
committee and in their supplementary letter. At the same time this includes
the protection desired by our industry, namely, that nssurance be given for oppor-
tunity to participate in the establishment of fees for those servieces for which fees
would be authorized to be collected. It is necessary to spell out this latter pro-
tection in the legislation since the question of fixing: and amending the tariff of
fees for the Foreign Service has been considered a foreign affairs function not
subject to the protections of the Administrative Procedure Act.

We have advised the Foreign Service Office, Depsrtment of State, of our pro-
posals to you in this matter,

Sincerely yours,
ALVIN SHAPIRO.

Senator MansrieLp. The meeting is adjourned. )
Thank you, Mr. Hanes, and Mr. Shapiro.
(Whereupon, at 11:20 a.m., the committee adjourned.)
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WEDNESDAY, JULY 15, 1959

U.5. SENATE,
SUBCOMMITTEE ON STATE DEPARTMENT
ORGANIZATION AND PUBLIC AFFAIRS OF THE
CommiTTEE ON FoREIGN RELATIONS,
: Washington, D.C.
- The subcommittee met, pursuant to call, at 2:30 p.m. in room F-53,
U.S. Capitol Building, Senator Theodore Francis Green presiding.

Prosent: Senators Green, Mansfield, and Sparkman.

Senator GreeN. The committee will please come to order.

This is a meeting of the Subcommittee on State Department Organi-
zation and Public Affairs, of which Scnator Mansfield is chairman,
and the other members of the subcommittce are Senators Morse,
Green, Long, Langer, and Capchart. The testimony which is taken
today will be at the disposal of all of the members of the Foreign
Relations Committee.

This hearing is on S. 1502, to provide for adjustments in the annu-
ities under the Forcign Service retirement and disability system.

(The bill, S. 1502, follows:)

[S. 1502, 86th Cong. 1st sess.]

A BILL To provide for adjustments-in the a-nnuiti(és under the Forcign Service retirement and disability
system

Be it enacted by the Senate and ITouse of Representulives of the United States of
America in Congress assembled, That section 821 of the Foreign Service Act of
1946 (60 Stat. 1020; 22 U.8.C. 1076), as amended, is amended by adding the
following new subsections:

“(d) The annuitics of all persons who are receiving annuities from the
Torcign Secrvice retirement and disability fund shall be increased or re-
computed automatically when salaries of Foreign Service officers are in-
creased or recomputed, so that each annuitant ghall receive the same an-
nuity as will be reccived by officers of the same class, grade, and years of
gervice who retire after such salary increase, but no recom utation or any
other action taken pursuant to this Act shall operate to reduce the rate of

R the annuity received by any such person unless such person voluntarily
elects to receive a reduced annuity as provided in section 821 (e).

i(¢) The annuities paid by the Forcign Service retirement and disabiliti:
fund shall automatically be inereased when salaries arc inereased, so that eae
survivor annuitant will reccive the same annuity as will be received by sur-

. -~ vivors of officers and annuitants of the same class, grade, and years of service
wheon said officers retire under the inereaséd seale of salaries.”

Src. 2. The annuities of all persons who are receiving annuities from the Foreign
Service retirement and disability fund on the effective date of this Act shall be
recomputed and adjusted so that all annuitants shall receive the same annuity
as would be received by an officer of corrésponding class, grade, and length of
service (total years of service and classification during the highest, five consecutive
years of serviee) who retires after the effective date of this Aet.

Smc. 3. If the annuitant is reeeiving an annuity as a survivor of a former an-
nuitant or officer, the annuity shall be recomputed and adjusted so the survivor
will receive the same annuity as survivors of officers of corresponding class, grade,
a}x}ld f&ears of service would receive if the offieer retired after the effective date of
this Act. ' '
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Sec. 4. Section 5 of Public Law 503 of the Eight;-fourth Congress (70 Stat.
125; 22 U.S.C. 1079d) is amended by adding the word ‘has’” before the word A
“died”’; deleting the phrase “before August 29, 195¢”"; and inserting the figure T
“$2,400” in lieu of the figure “‘$1,200” therein.

Smc. 5. No recomputation or any other action take1 pursuant to this Act shall
operate to reduce the rate of the annuity received by any such person unless such
person voluntarily elects to receive a reduced annuity ¢s provided in section 821 (c)
of the Fareign Service Act of 1946, as amended.

Senator GREEN. Mr. Loy Henderson, Deputy Under Secretary of
State for Administration, will be our first witness, and with him are
other departmental aids.

STATEMENT OF HON. LOY M. HENDERSON, DEPUTY UNDER
SECRETARY OF STATE FOR ADMINISTRATION; ACCOM- ’
PANIED BY WILLIAM E. WOODYEAR AND WINTHROP M.
SOUTHWORTH, JR.

Mr. Hunperson. Thank you, Mr. Chairman.

Mr. Chairman and members of the Foreign Relations Committee,
I have a prepared statement here which is faitly brief. I think, per-
haps, T ought to read it.

Scenator GrerN. Very well.

Mr. HenpErsoN. I might hand it in for the record and skim
through it.

Senator GrerN. Whichever way you wish.

Mr. HenpErsoN. Yes, sir.  Good.

Mr, Chairman and members of the Foreign Relations Committee,
I have been asked to comment on S. 1502, & bill to provide for adjust- -
ments in annuities under the Foreign Service retirement and disability i
system. This bill has not been sponsored Lty the Department of
State. We are, however, vitally interested in the problem of assuring
appropriate annuities for retired Foreign Service officers and their
survivors,

' SECTION-BY-SECTION ANALYSIS OF 8. 1502, AND EXECUTIVE BRANCH
POSITION

Section 1 of the bill appears to provide that hoth future annuitants
and future survivor annuitants benefit by a recomputation of their
annuities, from each general salary increase granted Foreign Service
officers in the future.
Section 2 provides an increase for those annuitants who are on the
annuity rolls on the effective date of this act, oy relating the annui-
tant’s class, at the time of his retirement, to that of an officer still
in the Service in the same class, who retires subsequent to the date
of this act.
~ Section 3 provides adjustment for survivor annuitants now on the
rolls in the same manner that section 2 proviles for annuitants on
the retired rolls on the effective date of this ac .. :
- Scction 4 is an amendment to Public Law 503, 84th Congress, which
would provide benefits for needy widows regardless of the date of
death of the spouse and would authorize a grant of & maximum of
$2,400 in lieu of the present $1,200 maximum (1djusted to $1,320 by
Public Law 85-882, effective November 1, 1953). _
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The Department supports legislation that will provide for the ad-
justment of the annuities of retired Foreign Service personnel to bring
them in line with cost-of-living - changes. 'The successive pay In-
croases which have been granted Foreign Service personnel since World
War 11 have constituted clear recognition of the impact of a steady
rise in living costs.  It'seems only just that Foreign Service annuitants,
and indecd all retired Government employees, who are suffering from
declining real value of the dollar, should receive adjustments in
annuities to maintain purchasing power in periods when prices rise
and the value of the dollar falls.

S. 1502 goes beyond the adjustment of annuities to reflect cost-of-
living changes, and provides for automotic recomputation of annuitics
with each general salary increase granted Foreign Service officers in
the future. This proposal raises technical and far-reaching problems

concerning annuities of retited Federal employecs.

LETTER FROM BUREAU OF THE BUDGET

The Department has consulted the Bureau of the Budget on this
matter, and has been advised that the position of the executive branch
with Tespect to increases in annuities under Feder al employee retire-
ment systems is set forth in considerable detail in a letter from the
Director of the Bureau of the Budget to the chairman of the House
Post . Office and Civil Service Committec, dated May 27, 1958.. 1
would like, therefore, to submit & copy of this letter for the record. |

~ (The letter referred to follows:) - o e

ExmcuTive OFFICE OF THE PRESIDENT,
BurEAaU or THE BupaEr,
R ' Washington, D.C., May 27, 19568.
Hon. Tom MURRAY, . :
Chairman, Commitlee on Post Office and Civil Service,
House of Representatives, Washington, D.C e

My DEarR MR. CuateMan: Thank you for sending me the copy of the Civil
Rervice Clommission report on eivil service annuitants made pursuant to request
of your committee. It arrived just before the Iouse action on H.R. 607, the
annuity inerease bill, The provisions of this bill have now been enacted as the
House version of S. 72, the annuity increase bill, :

As this bill is now going to conference, I think the administration’s position on
the specifie provisions of this legislation should be stated, particularly in view of
the congressional interest in the annuity increase issuc and the varicty of opinions
expressed during the consideration of the Touse and Scnate versions of the bill,

1. Financing.—DBoth versions of S. 72 would charge the fund for the cost of the
increases until July 1, 1960, without reimbirsement, but thereafter would condi-
tion payment of the annuity increases in-any year upon specific annual appropria-
tion of the cost for that year. Thus, the unfundéd liability of the system would be
increased only by the annuity payments for the first 2 years, and not by the full,
ultimate cost of the increases, and the financing would be on a year-by-year basis,
without advance funding. This financing feature is not objectionable.

The House version (sec. 7) makes the fund available for administrative expense
in the first 6 months, apparently to meet the cost of administering a_“gainful
employment’’ feature. Since the latter feature is unacceptable (sce below), the
special administrative expense provision is unnecessary.

2. ‘Annuity increase: amount.—If any adjustment in annuitics after initial de-
termination is justified, the only basis for adjustment would be to maintain
purchasing power in periods when prices rise and the value of the dollar falls.
All annuities are affected in such periods; and any annuity adjustment to counter
such deeclines in purchasing power should be uniformly applied. The objective
of annuity adjustment should not be to improve the relative purchasing power
of a particular class of annuitants, whether sclected on the basis of the amount
of annuity or by the lack of income from such other sources as gainful employ-
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FOREIGN SERVICE ACT AMENDMENTS

ment. If any adjustment is now justified, it should be stated as a percentage
increase to be applied uniformly to all annuities. The size of this uniform: per-
centage should be related to the change in cost of living since the last adjust~
ment, effective in Oectober 1055. The Bureau of Labor Statistics Consumer

i Price Index increased about 7.5 percent from October 1955 to April 1958. Both
versions of the bill provide increases considerably greater than necessary to
offset decreased purchasing power.

3. Annuity increase: formula—The House .version provides a flat percentage
inerease in annuities which each retirce was receiving or entitled to receive on
October 1, 1956. This method is preferable to the regressive 20-10 percentage
increases, subject to dollar liraitasion, provided by the Senate version. How-
ever, the House version retains the existing $4,104 cciling placed on increased
annuities by the 1956 Annuity Increase Act, while the Senate repeals this limita-
tion. Thus both versions, cach in a differet way, would alter the relationship
-of the annuity to the salary and service on ‘which it is based. The Committee
on Retirement Policy, established by Public Law 555, 82d Congress, specifically
recommended against changing the relationstip of annuity to salary and service
when making annuity increases, and the administration emphatically endorses
that principle.

. Both versions properly exclude voluntary “‘additional’”’ annuities from the
increases.

. 4. Annuily increases, gainful employment, eic—The House version prohibits
payment of an annuity increase to an annuitant who has more than $1,200 annual
income from gainful employment and applies the existing $4,104 ceiling on annu-
Jities increased in the 1955 Annuity Increase Act. These features, like the “‘regres-
sive’’ percentage and the ‘‘ceiling”’ provision:; of the Senate version, stem from
an erroneous presumption, according to-the-record, that annuity inecreases should
be computed on the basis of the financial need of the annuitant. Taken together
such provisions attempt a general presumpticn as to how much need exists, and
modify the earned annuity accordingly. I’ any adjustment is justified, all
annuities, high or low, should receive the sume Tatio of adjustment.

The civil service retirement system is a patt of the total compensation system
for Federal officers and employees. It provices an annuity equal to better than )
half pay after the close of a full Federal career of 30 to 35 years. Larger annuities ﬁ ~
arc earned by those with longer service and I3sser annuities are earncd by those -
with shorter service. The graduated annuity formula of the Civil Bérviee Retire-
ment Act gives greater weight to service after 10 years than to service of less than
10 years. About 27 percent of annuitants have less than 15 years’ service and
therefore have earned annuities of less than half the amount the 30-year employee
at the saroe salary rate has earned. The short-term employee works part, in
many cases & very large part, of his life outside the Federal service. And, in
addition to his civil service annuity, he earns whatever pension or other income
may be provided in that non-Federal cmployment. There not only is no Govern-
ment obligation to grant special inerements fa: short-term Civil Service annuities
on the basis of & presumption of ‘“neced,” but doing so converts this incentive
compensation system to a nonincentive welfar: system. ’

The methods used for providing annuity ncreases in the past have in fact
materially changed the career incentive pattern of annuities established by -the
Retirement Act itself. These increases have given special advantage to certain
annuities, generally those annuities resulting from service of considerably less
than a full carecr. Since immediate restoration of the original career incentive
pattern would adversely affect the smaller aanuities, we believe this would in
some cases be inhumane. However, we believe no further use should be made ‘of
these past annuity increase methods, which are to & substantial degree incor-
porated in both versions of 8. 72.

It is the administration’s firm position that, if annuities are to be increased at
this time, the inerease should be a uniform percentage increase, that there should
be no discrimination whatever based on size of wnnuity, length of service, or salary
level, and that no account should be taken of any other income of the annuitant.

- 5. Swrvivers’ annuilies.—Both versions provide prospective increases in sur-
vivors’ annuities. The House version imposes a $200 ceiling on each survivor
annuity, and the Senate version places a $1,:200 ceiling on surviving children’s
annuvities. These ceilings run contrary to the principle of uniform treatment.

6. Retroactive annuilies.—Both versions of the bill grant annuities to survivors
where death occurred prior to enactment of the 1948 Retirement Act amendments -
which provided survivor benefits effeetive in that year for the first time. Widows o
and widowers of employees and retirees who died on or after February 29, 1948,

s
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now receive survivor annuities. The House version permits an employee who
retired prior to July 31, 1956, with enough leave to carry to that date to olect
either the annuity increase provided by the bill, or to recompute his annuity
under the 1956 amendment formula. The administration has opposed. both of
these retroactive provisions, - ‘ o
Sincerely yours,
: : Mavurice H. Stawns, Director.

Senator GREEN. Do you want to point out as you go along the
appropriate phrases in the letter to which you make reference?

Mr. Hexperson. I shall.

RETROACTIVE FEATURES OF 8. 1502 NOT SUPPORTED

"It will be observed from an examination of the last paragraph of this
letter that the executive branch of the Government does not support
legislation which provides for the retroactive recomputation of annui-
ties of retired governmental personnel. The Department, therefore,
in view of the position taken by the exccutive branch, is unable to.
support the retroactive features of the Sparkman bill.

I would like to emphasize the fact, however, that we in the Depart-
ment who are concerned with such matters are troubled at the situa-
tion in which many of our retired Foreign Service personnel and their
dependents find themselves at this time. ,

Many of them devoted practically the whole of their active life to
the service of the U.S. Government, They spent many years abroad,
often in situations involving hardship and the undermining of health.
When they entered the Foreign Service they were aware that they
would not while in it be able to effect any savings to tide them over
in their old age.  Some of them exhausted such private means as
they had in the service of the Government. They were depending
upon their retirement annuities to take care of them.

During recent years, however, through no fault of theirs, the pur-
chasing power of the dollar has steadily declined. -As a result,
annuities, which a few years ago might have becn sufficient to enable
these people to live decently and to have appropriate medical atten-
tion, no longer are big enough to take care of them. Many of our
retired personnel, therefore, who a few years ago were representing the
Uiiited States in various parts of the world are now living in.conditions
which are not to the credit of the Government of the United States.
It is true that last year the Congress passed legislation which would
incerease annuities of retired personnel on a 10-percent basis up to $500.
Such an increase, however, by no means solves the problem of these
people to whom the United States is deeply indebted. I am convinced
that during the last two decades the conscience of the U.S. Govern-
ment has become more and more active with respect to the lot of re-
tired Government personnel and that eventually steps will be taken to
look after their interests to a no less degree than we look after the
interests of personnel in active service. '

The committee will note that although' the executive branch of the
Government is unable to support retroactive formulas for the recompu-
tation of annuities of those who have already retired, it has not taken
a position against increases in retirement annuities based on cost-of-
living considerations. The letter, addressed by the Director of the
Bureau of the Budget on May 27, 1958, the lctter which I have just
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placed in the record, to the chairman on Fost Office and Civil Service,
contains the following paragraph: -~
It is the administration’s firm position that, if annuities are to be increased
at this time, the inereasc should be a uniform percentage increase, that there
should be no discrimination whatever based on size of annuity, length of service,
or salary level, and that no account should be tiken of any other income of the
annuitant.
WIDOWS OF FOREIGN SERVICE PERSONNEL

I would like to take advantage of this opportunity to dwell particu-
larly upon the situation of the widows of Foreign Service personnel.
They are in a unique position. The wife of a member of the Foreign
Service has many duties and responsibilities placed upon her. She
as'a partner to her busband also undergces strains and hardships in
representing the United States abroad.. The Government owes a
debt to her as well as her husband. Nevartheless, in spite of certain
remedial actions which have been taken by the Congress, the widows
of many of our Forcign Service personrnel find themselves still in
straitened circumstances. '

That-is my testimony, Mr. Chairman.

Senator GreeN. Have you anything more to add?

FOREIGN SERVICE BEHIND CIVIL SERVICE IN RECOMPUTATION OF
- ANNTUITIES : -

Mr. HexpErsoN. I may add this: We have been checking the
increase in the annuities, the increases granted by the Congress during
recent years in the annuities of retired Foreign Service personnel as
compared with the increases granted to the annuities of retired civil _
service personnel, and we have come to the conclusion, and I think
I represent the executive branch of the Government when I say this,
that the Foreign Service personnel are still about 10 percent behind
the civil service personnel in the rectification of annuities.

Senator GReEN. Has the Department taken any action as to S.
1502? ‘ :

Mr. HexpersoN. The only action the Department has. taken is
the statement which I have just given you, a statement which is based
upon the conclusions of the Bureau of the Budget which represents
the executive branch of the Government. _

The conclusions of the Burcau of the Budget are that the executive
branch of the Government cannot support the clause in this bill
which calls for retroactive recomputation of annuities.

EXECUTIVE BRANCH WOULD NOT OPPOSE ACROSS-THE~-BOARD PERCENT-
AGE INCREASE

However, the executive branch of the Ctovernment would not, as 1
understand it, oppose an across-the-board increase on a percentage
basis of the annuities of retired personnel.

Senator GREEN. Are you authorized to speak for the executive
branch to that extent? '

Mr. Hexperson. I think I can, and I would like to ask Mr. South-
worth and Mr. Woodyear who are here. . )
1 believe that your informal understanding is that the executive -~
branch of the Government would not oppose, say a 10-percent increase i

Approved For Release 1999/08/27 : CIA-RDP78-03721A000400020007-7



Approved For Releage;1999/98/2%:ClA-RIDEZ8:03721A000%00020007-7

in Toreign Service annuities at this time; do you think I am correct
in that? :
L Mr. Woopvsar. That is correct. . -
Mr. Henpurson. We have no written statement to that effect, but
I consider I can state that with assurance.
Senator MansrieLp. Would these gentlemen both give their names
and positions for the record? _
Mr. SouraworTH. I am Winthrop Southworth, Chief of the Per-
sonnel Projects Staff. : ‘ _ '
Mr. Woopyear. I am Mr. William Weodycar, Deputy Chief.
Senator GrEEN. Is the opinion being expressed the official position
of the Department, or is it the opinion of individuals? ‘
- Mr. HENDERSON. L am cxpressing the opinion of the Department
when I say this. _ :
Senator GrEEN. You do not mean to say, howover, that the Depart-
ment would go to the extent of saying it approves this bill, S. 1502.
Mr. HenpersoN. No, sit. The Department cannot approve S. 1502
because the bill has in 1t a provision which, if accepted, would mean
a recomputation on a retroactive basis of the annuities of the retired
Foreign Service officers. L ‘ ,
The Department has no authority to approve that. The executive
branch of the Government is not in favor of recomputation of the
annuities retroactively. . S ‘
However, the executive branch of the Government would not object
to, and the State Department would look with fayor upon, an increase
across the board of the annuitics of retired Foreign Service personnel
up to 10 percent. : ,
Senator OGrEEN. The State Department would approve that?
A Mr. HEnDERsON. That is not a provision.of this bill. ®ne section
of this bill would provide for an adjustment of annuities to reflect.
cost of living changes. The Department is not opposing that up to

the extent of 10 percent across the board. o
STATE DEPARTMENT POSITION ON VARIOUS PROVISIONS OF BILL

 Senator GreEN. I understand you to say that the Department
approves this bill in certain respects but not in others—would you
distinguish between the parts it favors, and those it opposes?

Mr. HexpersoN. It would approve in principle the section of this
bill which would provide for the adjustment of annuities to reflect
cost of living changes. It approves that. _ »

Tt does not approve the section, it cannot support the section of this
. bill which provides for recomputation of annuities. .

Senator SparkMaN. That is section 3; is i6 not? :

Mr. HEnpERSON. It is section 3.

Senator GREEN. Does it approve the other sections?

Mr. HeENDERSON. 1t approves them in principle, that is, it would
approve an adjustment of the annuities to reflect cost of living up to
10 percent across the board.

" The Department cannot approve, as & whole, any section of this
bill because in (e) it provides: ,
The annuities paid by the foreign service retirement and disability fund shall

automatically be increased when salaries are increascd, so that each survivor

o annuitant will receive the same annuity as will be received by survivors of officers.
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and annuitants of the same clags, grade and years of service when said officers
retire under the increased scale of salarics. T M

It cannot approve, at this time, an automatic increase in annuities
when there is an increase in salaries of the «fficers in active service.

It would approve language which would provide that, in general,
the salaries of retired Foreign Service personnel shall from time to

. time be adjusted to meet increased costs of living. :

It would also approve of a bill which would provide that at this
time there shall be an increase of no more than 10 pereent across the
board of the salaries of annuitants of the Fcreign Service.

Senator Green. Under what circumstances?

Mr. HenpeRsON. Any circumstances; all of them.

Senator Green. Would any existing anntuity be increased?

Mr. HeNDERSON. Any existing annuity.

Senator GREEN. And any department of (Yovernment?

Mr. HexpERSON. No; we are speaking only of the Foreign Service:
we are limiting ourselves to the Forcigr Service. I distinguish
between the Foreign Service and the civil se1vice at this time, because
such studies as we have made would indicate that already adjustments
have been made during recent years in civil service annuities, so that
the civil service annuitants have a 10-percont advantage, so far as
increases are concerned, over the Foreign Se-vice annuitants.

Senator GREEN. Senator Mansficld, do you have any questions?

Senator MansrieLp. No questions, Mr. Caairman,

Senator GREEN. Senator Sparkman, have you any questions?

Senator SpArRkmMaN. I want to ask some questions of Mr. Henderson.
As the sponsor of this bill, T also ask for the privilege of making a -
short statement at some time during the hLearing, but right now I j
would like to ask Mr. Henderson some questions.

Of course, Mr. Henderson, you realize this bill was mtroduced for
the purpose of provoking study, thought, and discussion, and for my
part, I certainly welcome the various suggestions that you have made
regarding the bill. T earnestly hope that, as « result of these hearings,
we may be able to work out an acceptable bi I. '

AUTOMATIC INCREASE IN ANNI:IITIES OOREESPONDINAG TO BSALARY
INCREASE OF PRESENT OFFICERS (SEC. 1(e))

There is one thing that I do not quite understand, and that is your
objection—when I say “your” I do not meen yours personally, but
the official position—to subsection (e) of section 1. That is the sec-
tion that you read just a few minutes ago, is it not?

Mr. HeNDeRsON. Yes, sir.

Senator Sparxkman. As I understand it, the Department would be
willing to sec a 10-percent increase given to annuitants across the
board at this time, and willing also to establish the principle that
from time to time, in order to meet rising costs of living, there would
follow adjustments.

Mr. Henperson. Yes, sir. ‘

Senator SparkMAN. I was under the impression that it has been
customary in civil service when pay increases are made to provide
more or less automatically for increases in payments to retirees; isn't

that right? -,
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Mr. HenpegsoN. I do not believe it has been done automatically;

L T belicve it has been accomplished by accompanying legislation.

Senator SPARKMAN. Well, you may be right on that point. I was
under the impression that perhaps a part of the same legislation had
‘broader application. Back in the early days of World War II, I was
‘& member of the Military Affairs Committec of the House of Repre-
sentatives, and chairman of the Subcommittee on Pay and Allow-
ances. My recollection is that we always had a saving clause when
‘pay rates were increased to take carve of those who had been retired
an a proportionate manner. :

Of course, I can understand that perhaps you would want the
increasec made under a specific formula rather than have it made
automatic across the board in the legislation itself. -

PROSPECTIVE COST OF IMPLEMENTING 8. 1502

But, Mr. Henderson, let me ask you this: If S. 1502 were enacted,
‘how much would it cost? :

Mr. Henperson. It would, according to figures which have been
given to us by Government actuaries, cost the Government, during

the first year, about $870,000. An appropriation for that amount
wiould not necessafily be reqiiived, but the Government would have
its liabilitics increased to the extent of about $870,000 for the first
-year. The costs would probably go up somewhat on a graduated
scale. We do not know just how far they would go. It would
.depend, to an extent, on the size of the Service. But they may
.eventually amount to a couple of million or even more dollars.

Senator SPARKMAN. A yvear?

Mr. HenpErsoN. A year; yes, sit. But T think we have to bear
‘in mind that even if this bill did not pass, there would still be certain
‘increases from time to time, necessarily, in the annuities. We should

not therefore, say that this bill, by itself, would cost the Government
'$2 million or more a year later. In any cvent, other bills are likely
‘to be passed, which would cost the Government—that would cost
:about $300,000. :

Senator SPaARkMAN. As a matter of fact, if we should adopt the
method that you say the exceutive department is going to approve,
. .that is, the 10-percent across the board, that would cost the Govern-

-tnent somothing, too.
Mr. HenpERsoN. It would cost about $300,000,
Senator SPARKMAN. $300,000, as opposed to $800,000 under S.
1502. ' ' : '
Mr. HreNprBS$ON. Yes, sir.

/

SITUATION OF PRESENT ANNTUITANTS

Senator Searkman. How many retired Foreign Service officers are
-there? -
Mr. HexprrsoN. There are 580.
Senator SpARKMAN. Does that include widows and dependents?
Mr. Woopvuar. There are no dependents other than widows
~drawing under our system, sir. ‘
Senator SrarkMAN, With widows, then, there are 5807
o’ Mr. WoopyEar., Yes, sir.
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Mr. HeNDERSON. Yes, sir.

Senator SPARKMAN. Some of these annuitans were helped in a bill
we passed some time ago; isn’t that true?

Mr. Henperson. Last year Congress passec. a bill providing for a
10-percent increase.

. Senator SparkmMaN. Well, we worked on it for 2 or 3 years, and got
it through last year. ;

Mr. HenpErson. Ten percent increase wit: a limit of $500 for
each annuitant. ‘

Senator SPARKMAN. Yes. It is a known fact, is it not, that many
of these annuitants, particularly the widows, who have no separate
source of income have been in rather desperate straits?

Mr. HenpErsoN. Yes, sir. As I said in my statement a few
moments ago, I do not think that the situation of some of the re-
tired Foreign Service people, particularly the widows, reflects very
favorably upon the United States.

Senator SpPARKMAN. I certainly think you are right, and in my view
we have been entirely too long in correcting that situation. I think:
it imperative that we get legislation that will correct that situation
which I think reflects unfavorably upon this great country of ours. -

Mr. HenbpersoN. May I say, if the chairmin would allow me, I
think that eventually a bill containing many of the provisions which.
this bill contains will be passed by the Congress.. I think eventually
it will be, but

LEGISLATIVE-EXECUTIVE COOPERATION IN‘ WORIING OUT LEGISLATION

Senator SparkMAN. May I ask you this, Mr. Henderson: May we-
be assured of the help and cooperation of the State Department in.
working out a satisfactory measure? :

Mr. HenpERsoN. Senator, we will go as far as we can within the
framework of restrictions laid down on us by the executive branch
of Government.

Senator SparkMAN. Of course, I recognize that, and we respect the-
limitations laid down by the executive branch of the Government.

*Mr. HeEnpERsON. Yes, sir.

Senator SPARKMAN. But that is only one part of the process of en-
acting legislation. Certainly it is incumbent on the Congress to use-
its best thought as to what constitutes good le zislation, even though.
that may not agree exactly with what may coine from the executive:
.department. But we would like to work out soraething and, of course,
we would like to do our best in working out soraething that would be-
acceptable all the way around.

Senator GREEN. Is there anything you care to add?

Mr. HenpERsoN. I have nothing, Mr. Chairian.

genator GrueN. Thank you very much for your appearance here-
today. .

Mr. HenpersoN. Mr. Chairman, I shall be tere if any other ques--

tions come up, and I shall be here until the hearings are over:

‘Senator GREEN. Do not hesitate to comment at any time.

Mr. Henperson. Thank you. .

Senator GREEN. And please feel free to correct any statement you:
hear which is inaccurate. I do not, of course, mean to. say that youw
should correct any statement with which you d> not agree..
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OTHER RETIREMENT SYSTEMS IN FEDERAL GOVERNMENT

— Senator SpArRkMAN. Mr, Chairman, most of my questions have been

answered, but there are a few that have not been. Here is one, for
instance, that bears somewhat upon my question awhile ago about
civil service employment. Is it true that the Federal police and five-
men, in their retirement annuities, are recomputed whenever there is
any change in current pay or retirement benefits?

r. Henperson. I believe that is true.

Senator SPARKMAN. Are there any other Federal services in which
that is true?

Mr. HexpErsoN. The military, completely. That is true in the
military, has been until this year, I believe.

. Senator SPArRkMAN. Well, I mentioned that in connection with the
1942 Pay Act. '

Mr. HeNpeErsoN. I'm not sure about the Public Health Service.

Mr. Woopyear. I do not think it is. ‘

Senator SparRkMAN. My next question concerns the military, but I
had already given you my own experience in connection with it.

Mr. HenpersoN. Yes, sir.

Senator SpArkMAN. I understand that for regular civil service
retirees there was a 10-percent increase in annuities enacted in 1955,
and another 10-percent increase in 1958; isn’t that correct?

Mr. HEnperson, Yes, sir.

Senator SparkmMAN, There were two 10-percent increases.

Mzr. HenpersoN. I have just made the point that the Foreign
Service annuitants are about 10 percent behind the civil service.

. Senator SPARKMAN. Yes; that is right. Is it also correct that
- there was no recomputation of Foreign Service annuities other than
“ this percentage increase?

Mr. HenpErsoN. Yes, sir; that is right. We have had no

recomputation.

COST OF LIVING INCREASE SINCE LAST RECOMPUTATION OF FOREIGN
SERVICE ANNUITIES

Senator SpArxMAN. What change has there been in the cost of living
since the last change was made in Foreign Service annuities?

Mr. Hexoerson. The last change in annuities was made in 1958,
was it not? There has been a very small increase of four-tenths of 1
percent during the last year, but I would like to point out that since
1940 the increase in the cost of living has gone up as of now 107 per-
cent. In other words, it has doubled from 1940 up to date.

Senator SPARKMAN, 107 percent?

Mr. Hevprerson. Yes, sir.

Senator SparRkMAN. I believe that is all, Mr. Chairman.

"ANNUITY VARIES WITH OFFICER’'S LEVEL AND YEARS OF SERVICH

Senator GreeN. I have just one question I would like to ask. The
bill S. 1502, at the bottom of the first page, reads: ‘“when salaries
of Foreign Service officers are increased or recomputed, so that each
annuitant shall receive the same annuity as will be received by officers
~ of the same class, grade, and years of service.” Are there, then, dif-

ferent sums paid to officers on the various levels?
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Mr. Hexperson. Well, the annuities of the Foreign Service, the
Foreign Service annuitant, are based on the number of years he has
spent in the service, multiplied by two. The product of that multipli-
cation is treated as a percentage figure. That igure multiplied by the
annual average of his last 5§ years’ salary will give his annuity.

For instance, if a Foreign Service officer’s salary during the last 5
years averages, we will sayy, $8,000 a year, and he has been in the Serv-
1ce 30 years, we multiply the 30 times 2, and ge: 60 percent. Sixty per-
cent times $8,000 would be his—would make bhis annuity $4,800 a
year. From that amount would be deducted possibly $1,200 to pro-
vide an annuity for his widow if he should dic first. '

So annuities vary according to the number of years in the Service.
That is roughly the situation. : :

Senator Greun. Do the salaries of officers in a class sometimes:
vary? :

Mr. HexpErsoN. In the same class?

Senator GrEnrN. Yes.

Mr. HenpErsoN. Yes, sie. Thev ave what we call instep.grades it
a class. An officer will, say, start in a certain class at $10,000 a year..
At the end of the first year an automatic in st2p promotion will raise it
to $10,300, and so forth.

Senator GreEN. How many different saliries might there be in
the same class? :

Mr. HenpersoN. At the present time there are six step rates in a
given class, except in class 8.

GRADE LEVELS WITHIN A CLASS

Senator Green, What term do you use to distinguish the various
levels with a given class? :

Mr. Henperson, We usnally call it an nstep or ingrade promo-
tion—*‘instep’’ often is the word used.

Senator GReeN. Is that term used in any legislation?

Mr. HenpeErson. Yes, sir. Tt is used ir. the Foreign Service Act
of 1946, and also in the——

Senator GreEN. It is not used in this bil'. |

Mr. Henperson. No, sir.

Scnator Green. Should not that expression be used to make the-

legislation more clear? o
Mr. Henperson. It says “same class, grade.” T believe that word

“orade’ in this act is intended to mean the instep grade in the class.

- Senator Green. If you use the word ‘“‘grade” in the same sense as.

the word “class,” the issue may become confused.

Mr. Henperson. Yes, siv.  Well, T belisve the word “grade”’ here-

is intended to indicate the instep in the cass in which an annuitant

was when he retired. That grade would he taken into consideration

in the recomputation of his annuity. ) )
Senator Gruexn. I am asking simply in the interest of clarity, that

is all.

at least, Mr. Chairman.

Mr. Hexpegrson. I believe the language is clear. Tt is clear to me-
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TERMINOLOGY TO DISTINGUISH BETWEEN BALARIES OF INDIVIDUALS
AND OF CLASBES

- hSer.l?&tor Green. Well, if you turn to the bill—have you a copy
there! v

Mr. HENDERSON. Yes, SiT.

Senator GrREEN. On the first page in line 9 where it says “salaries
of Foreign Service officers’”’—that does not mean individuals, does it?
Tt means as a class of Foreign Service officers.

Mr. HENDERSON. Yes. .

Senator GrEEN. Not of individual Foreign Service officers.

Mr. HenpERsON. No. o

Senator Gruex. Tt should be clear as to what it does mean, should
it not? : f :

Mr. Hoxpurson. Yes, sir. I think that also is clear. That is the
phraseology which we use in referring to the salaries of certain classes
of Foreign Service officers.

Senator Grern. It would be different according to the different
amounts. '

Mr. Hexpurson. That is right. I believe that is clear.

Senator Grern. Would the wording not have to be changed?

Mr. HexpErsoN. 1 do not think it would have to be changed.
think it is clear, Mr. Chairman. ’

Senator GREEN. It seemed to me it would have to be because, as 1
read it through, it looked as if you were dealing with different terms.

Mr. HuxpErsoN. 1 think the phrase ‘‘salaries of Foreign Service
officers” means “pay schedules of the various classes of Foreign Serv-
ice officers.” :

- Senator GreexN. That is not what is said.

Mr. HenpersoN. Yes, siv. I think it means when the salary
scales of Foreign Service officers are increased. ‘

Senator GrEEN. It is just in the interest of clarity that I am asking
the question. J

Sonator SpARKMAN. Mr. Chairman, I believe it is in line with other
legislation, but I would . certainly suggest that the staff check this
very carefully to make certain.

Senator GrreN. Are therc any other questions?

Senator SparkMaN. I have no more, Mr. Chairman,

. . Senator GrerN. Thank you very much, Mr. Henderson.
Mr. Hexperson. Thank you. T

STATEMENT OF HON. JOHN SPARKMAN, A 7.8, SENATOR FROM
- THE STATE OF ALABAMA

Senator SpARKMAN. Mr. Chairman, may I make a very brief
statement now? I fully intended to make 1t at the beginning of to-
day’s hearing but, unfortunately, I was tied up in a conference on
another matter. This statement relates to S. 1502 which I intro-
duced in March of this year.

Mr. Chairman, we are now hearing the testimony of witnesses in
support of S. 1502 and we shall receive statements from others who
believe that remedial action on the present system of Foreign Service
annuities is overdue.

N
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BENEFITS TO BOTH PAST AND PRESENT FOREIGN SERVICE OFFICERS

Apart from the benefits that would acerue to retired Foreign Service
officers and their widows following the ennctment of this bill, T wish
to emphasize the fact that its passage would greatly benefit Foreign
Service officers still on active duty because knowledge of the existence
of an adequate and flexible annuities scheme would raise the mo-
rale of those who, lacking significant private means, have had great
anxieties and who on this account may have, as have many in the
past, resigned to accept more lucrative eriployment elsewhere.

Consequently, I am convinced that the enactment of S. 1502 would
do justice not only to those who are already in distress, but that it
would also contribute to the more efficient general conduct of the
foreign relations of the United States, Therefore, I certainly hope
that we may give favorable attention to t1is bill, with such amend-
ments as the Committee may deem advisable.

.,

' LETTER IN SUPPORT OF 5. 1502

Mr. Chairman, I should like also in connection with my statement
to read a letter. It is a typical, not an extraordinary, letter. I have
had many letters like this from many parts of the country, but this
is one that came to Senator Morse. It is n support of S. 1502 and
it is for the attention of the Senate Foreigr: Relations Subcommittee
on State Department Organization and Public Affairs, The address
is 2323 Nebraska Avenue NW., Washington, D.C., dated June 28,
1959.

Senator Wayne Monsg,
Senate Office Building, Washingion, D.C.

DEar 8ENATOR MoRsE: In regard to the bill 8. 1502, my husband Carroll Howe
Foster was for 20 years in the oreign Service and 11 years in the N avy. He
retired in class 1 of the Foreign Service.

For 24 years he paid 5 percent of his gross salary for an annuity. On retirement
we were surprised to learn that this did not give me an annuity in case of his death.

In order to give me an income he paid the maximum $1,239.97 in a deduction
from his pension of $5,951.90 annually, and a further yearly reduction of $124 to
é]a\geé 7hi% full pension paid him if he outlived me. His reduced pension was

4,587.93.

Many officers retiring in lower grades could not afford to take a further reduction
with children to educate, homes to buy, hospitalization to pay for, ete. So
their widows had no income after lives spent faithfu ly serving our country, often »
in dangerous situations.

My life was endangered in the riot of December 20, 1920, in Vienna, Austria.

Only less than 500 of the older officers or their vidows are concerned in this
bill 8.1502. They contributed for many years to the present Foreign Service fund
which on June 30, 1958, amounted to $24,438,489 p us interest to date and later .
additions.

In justice to these older officers and their widows, some of whom are destitute
(Ic;ne ishcared for by the State of New York), I hope you will see that this bill goes
through.

Respectfully yours,
Mrs. Carror. Hows FosTeg.

Idah 8. Foster

CLARIFICATION OF LANGUAGE [N 8. 1502

Senator GrEEN. May I ask, after you have made your statement,
whether you have any suggestions to malie as to clarifying the -
language which I have already made reference to? ’
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Senator SPARKMAN. As 1 suggested, Mr. Chairman, although T
believe the language is in keeping with the language of the Annuity
-’ Act, our staff members should certainly check that to make sure,
and then we can take it up.in executive session. »
Senator GREEN. It seems to me it is not clear. .
_Senator SPARKMAN. It may not: be, and you certainly. bring up &
pertinent point. : . : o
T am sure that we can work it out. :
Senator GREEN. It would seém to me the whole sentence would
have to be rephrased. :
Senator SparkMAN. That is entirely possible.
Senator GreEN. All right. Thank you. '
- - Senator SparkMAN. Thank you. : '
Senator GrEEN. The next witness is to be & representative of the
Diplomatic & Consular Officers Retired.
‘Is Mr. Richard Boyce here? ‘ '
Mr. Burrn, Mr. Chairman, my name is Robert Buell. Mr.
Boyce was to have been here to testify, but I have learned he had
trouble with his car in parking and with his motor, and I do not know -
what has happened. He intended to be here.
Senator GrEEN. You do not see him here?
Mr. BusrL. He is not in the room. May I read his statement on
his behalf? -
Senator GreEN. We would prefer that you testify for yourself.
You may proceed.
* Mr. BusLn. Yes, sir.

STATEMENT OF ROBERT L. BUELL, CHAIRMAN, LEGISLATIVE
e COMMITTEE OF DIPLOMATIC & CONSULAR OFFICERS RETIRED

Mr. Burrt. Mr. Chairman and Senators, members of the Foreign
Relations Committee, I wish to make the following statement:

BENEFITS OF 8. 1502 WOULD ACCRUE WITHOUT ADDITIONAL
APPROPRIATIONS

The enactment of S. 1502 would result in an increase in the pensions
of many retired Foreign Service officers and the widows of Foreign
Service officers.

It would abolish inequities in the present pension provisions for
such persons.

Tt would assure automatic increases if, in future, it is deemed neces-
sary by the Congress to increase salaries of Foreign Service officers on
active duty.

1t would not require any appropriation of funds by the Congress
at this time because there are at present about $24,500,000 available
in a fund subscribed to since 1924 by 5 percent mandatory deductions
from basic salaries of Foreign Service officers, supplemented by certain
amounts contributed from time to time by the Congress under the
act of 1924 establishing the Foreign Service.

This fund has grown steadily over the past 35 years.

Those standing to benefit by the enactment of this bill are less
than 600 in number. Many are in financial distress. Those who are

~ well off would be obliged to remit to the Bureau of Internal Revenue
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much of the increase in their annuities received because annuities are

not tax exempt. Nearly all recipients of annuities, unlike recipients L)
of social security annuities, of necessity return from 20 to 90 percent '
of such annuities in the form of income tax. However, such tax
remissions of annuities are not credited to retirement funds from which

they originated. Instead, they deplete retirement funds as these
remissions go direct to the Federal Treasury and not to reimburse the
retireinent fund from which they were der ved:-

POSSIBILITY OF DECREASE IN COST OF LIVING

Senator Greex. There is one question, not applying just to cases to
which you have referred, but to all cases. Considering the possibility -
of deductions as well as increases, if there are decreases fixed by law
of the salaries of those presently in office, should there not be cor-
responding decreases, in your opinion, tc those whose terms have
expired? ’

Mr. Buein. That, Mr. Chairman, is a hypothetical question. I
have yet to know any time when there have been decreases in the
cost of living that have resulted in decreases in salaries.

Senator GreeN. I am just testing the principle, that is all.

Mr. BuerL. It would seem to me quite logical if we have a. great:
decrease in the cost of living and salaries are reduced, that it should
have a bearing on annuities of all retired Government employees.

Senator Grern. I think it is quite natural.

Mr. Bugrt. But T do not believe that situation has arisen in the
past, nor can I foresee it arising in the near future.

Senator GreeN. No; but the overall idea is- to make provisions for -_
retired officers correspond with those affecting officers presently
serving the Government; is that right?

Mr. Burrn. Well, Mr. Chairman, I canrot speak on behalf of all
the retired Foreign Service officers on that point, because I have not
had the opportunity of consulting them.

Senator GreEEN. No; I am speaking of tl e language of the bill, as
it has been offered to the committee.

Mr. Bugrn. Yes. Well, personally I would have no objections to
altering the text of the bill in that regard, but I am speaking as one
individual.

Senator Greexn. I think it is a very unlikely contingency that I
presented to you. I just wanted to test the principle.

Mr. Bugrr. Yes.

Senator GreEN. Thank you very much.

Have you any questions?

Senator SearkMAN. I have no questions. Thank you for your very
clear statement.

Senator GreeN. Mrs. Cecil Norton Broy is our next witness.

STATEMENT OF MRS. CECIL NORTON BROY

Mirs. Broy. Yes, Mr. Chairman.

Mr. Chairman, I am the widow of Amerizan consul Charles Broy
who gerved in all sorts of posts, from the Belgian Congo, to London,
England. : -~

My first husband was the late Honorable "“homas Upton Sissen, of i
Mississippi, who served on the Appropriations Committee of the
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U.S. House of Representatives for many years, and was an intimate
Afriend of Speaker Sam Rayburn.
- Any patriotic American woman who has married a carcer Foreign
‘Service officer thinks very deeply of the part she shoyld play on foreign
:so1l.  She must endeavor to conduct, herself with decorum, politeness,
.and warmth, if she is to succeed in helping her husband to properly
represent their country at all times. Add to this the econoniic strain
Wlll)iCh many are put to in movirg from place to place all over the
:globe. Varying climates and conditions of living are to be encoun-
tered. Many men of splendid educational background and outstand-
ing ability who choose the Foreign Service as a career are not persons
‘with private means—I would say the majority do not have private
‘means. And even with the best management, it is an expensive life,
From my Congressman husband, Mr. Sisson, I inherited what, at
that time, was considerde a large sum of money. Every cent of that
‘inheritance, both principal and interest, has been spent either to supple-
‘ment Mr. Broy’s salary while we were serving in very expensive posts
(for example, we were kept in London over 7 years), or I have had to
‘use it to help in the education of the three Broy children after his
untimely death in September 1943, due to a horrible automobile-train
:accident at Bergheim, Germany, while he was on g mission for the
Department of State.

PLIGHT OF FOREIGN SERVICE WIDOWS

Now, as to the present cconomic plight of some of us widows who
‘have suffered through some of the worst hurricancs the Bahama,
_ Islands have ever known, or who have suffered through other terrible
S’ -expericnces while living on foreign soil—Mrs, Troster, with the riots
‘in Vienna—we have inflation—tho 48-cent dollar—the high cost of
rents, food, and other necessities of lifo, I receive $175 from the
‘State Department retirement fund. Today that is worth less than
-$87.50 per month. Today, as you gentlemen must well realize, it is
not how many dollars a person ma have, it is what those dollars will

-buy insofar as the necessities of Iif)c; are concorned.
The wife of a retired Foreien Service officer told me the other day
that she hoped and prayed sﬁe would precede her husband in death
-since she did not see how she could possibly exist on just part of his
- -annuity should he die first. Two older people living on a small
-annuity can live together under the same roof; the widow left alone on
& part of his annuity cannot afford the same apartment, or any
-apartment at all, for that matter. The lovely, vital widow to whom I
have referred should not, have to be afraid that she will live, and con-
tribute to our culture because of her charm and experiences in foreign
Jands, rather should our great Government roward her with the assur-
-ance that she will have enough to get along on for the remainder of her
days, after having served our country beside her hushand for 38 years

-on foreign soil.

Our husbands-have contributed 5 percent of their salaries for many,
many years, and during a time when a dollar was worth 100 cents.
‘That money has been in - the State Department retircment fund
-drawing interest for these many years. Mr. Broy entered the Foreign
Service 50 years ago. He served 33 years. There is now in this

- Foreign Service retirement fund over $24% million.
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ANNUITANTS LOOXK TO CONGRESS FOR RELIEF

Mr. Chairman, we are grateful to you and other members of this =
committee who have had such interest in ou: problem sufficient to
brin%{S. 1502 out into the open for hearings today. To you, Senator
Sparkman, for what you have said today, we shiall be forever grateful.

In addition to having been designated by the Diplomatic & Consular
Officers Retired to represent Foreign Service widows, I happen at this
time to be vice president of the American Women’s Council. That
organization stands for integrity in Government. o

he points which you have made, Senhator €parknian, Have so abl

today deseribed our circumstances, and it looks as though we sh&ﬁ
have to look to Congress and not to the Department of State for relief. .

Thank you. . o . ' -

Senator SparkMAN. I have no questions. .. think it is a very fine
statement.

Senator GreEen. Thank you for your testimcny.
~ The next witness is Mrs. Ruth Baker Shipley.

STATEMENT OF MRS. RUTH B. SHIPLEY

Mrs. Surerey. Thank you, Mr: Chairman. :
I really should not be here, for the only thing I have to do with:
Foreign Service officers is my great affection for them. But I am now
chairman of the welfare committes of DACOL, and I thought I could
add one or two cases to your knowledge that you might find, I hope,
persuasive.
RETIRED OFFICERS’ PENSIONS INADEQUATE -

In my work, I hear constantly of the struggle of the earlier retired
Foreign Service officers, now in their seventies or eighties, who are
living on the small pensions granted them under earlier legislation
and trying to provide a modest standard of I ving for themselves and
their families. But because of failing health, increased cost of living
and medical care, they are unable to do so. These are people who
ably and honorably represented our country abroad in times when
our Government required much of them, but paid them salaries with-
out special allowances and placed upon them expenses which prevented
any savings. The country is grateful to them, for they were the
pioneers who made possible the present structure of able men and
women working and living in appropriate housing, carrying the burden
of representation with suitable allowances, paid vacations at home
at regualr intervals, reasonable medical care, and so forth. We are
proud of the present structure; but we should not forget the pioneers,
now elderly, fearful of increasing debt, and vnable to afford adequate
medical care.

In passing, may I mention a few of them: The distinguished retired
consul general, now over 80, constantly seeling employment to aug-
ment his pension to meet hospital expenses and support his family.

There 18 another one like that, now over 77, the vice consul, who
served 26 years, retired on account of ill health, bombed out in World
War 11, while remaining to protect American official records, has had
severe heart attack followed by general paralysis, but his mind is

-~
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clear, and he is hopeful ; he must have sanitarium care, needs an increase
in pension desperately. : - ' :

hadd The consul practicing law to augment his small pension and help
support his family; health failing under strain and cannot any longer
take legal work; must have additional income.

The consul with 20 years of service, mostly in tropical posts, not
well, worried financially and debt ridden. He had very costly opera-
tion a few years ago; pension less than $200 monthly.

We have lifted many burdens all over the world and have lighted
many dark places. Can we not give to these veterans of the Foreign
Service, disabled financially, the comfort and peace in their future
years which their devoted service to America in their earlier years
earned for them?

Enactment of the Sparkman bill would accomplish this.

SITUATIONS OF OTHER RETIRED GOVERNMENT EMPLOYEES

Senator GreeN. Thank you very much for your statecment.
Do we find the same tragic incidents in other departments of the
Government? We do, don’t we?
Mrs. SureLey. I only know miy own Department. I am a State
Department retiree after 47 years of Government service, 41 in State.
Senator- GReeN. Outside of the State Department, are there other
similar Government employees subjected to the same situation?
Mrs. SureLey. I am civil service as if I had been in the Labor De-
partment. ‘ '
Senator GrEEN. Then your sympathy goes to all civil service and
: other employees in the U.S. Government; does it not?
e Mrs. SureLry. Yes, sir; and to these people who seem to be for-
otten.
g Senator GreEEN. In other words, your argument applies not only
to those in this Department, but in all other departments of the
Government as well; does it not?
Mrs. SuiprEy. Yes; but my knowledge runs only to this group.
For that reason I have mentioned it. o :
Senator GreEN. But as long as you are here I am asking you that
question, because it would seem to me this is sclecting one group of
many under the same conditions for this legislation, and I wanted
to know whether that idea was correct. .
Mrs. SurpLEY. Yes; I am for all of them.

FOREIGN SERVICE RETIREMENT BENEFITS HAVE LAGGED

Senator' SpARKMAN.” Mr. Chairman, I would like to interject this
thought. I do not-fully agree with the conclusions drawn by my good
friend, the chairman. This is not picking out a special group to help.
1Itfisr, trying to catch up in benefits for a group that has herstofore been
elt out. :

As a matter of fact, I think Mr. Henderson made that point in his
testimony. ~ Civil service employees generally have been given these
increases throughout: the years, and it was not until last year that
we got any increase for the old retirces—I mean those who have been
otit for some time past—and what we arc trying to do is to catch up

e’ along the line that Mr. Henderson described. So we are not trying
to give a special favor to a special group.
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FOREIGN SERVICE ACT AMENDMENTS

Mrs. Suirrey. Noj; I do not say that. ) )

Senator Searkman. I know you do not. I was afraid that that -
might have been implied.

Mrs. Sarerey. Well, 1 am a civil service retiree, and 1 am not
seeking anything additional. T am living comfortably on it.

AID WILLINGLY E_X_"TENDED ABROAD, BUT SMALL EXPENDITURE
PROPOSER UNDER S. 1502 NO1 FAVORED

Senator SparkMaN. By the way, Mrs. Shipley, in your very last
paragraph you expressed very nicely that we have lifted many burdens:
over the world. We are starting the conference tomorrow morning:
on the foreign aid bill. As it came from the President it carried.
$3.8 billion in aid for the other countries of the world, and the economic
assistance part amounted to $2.3 billion.

Mrs. SureLey. Well, I had no figures.

Senator SraArkMAN. We had no hesitancy—and, by the way, 1
supported it—in trying to maintain the amount that the President
asked for. Yet it would seem to me to be a little hard for the admin-
istration to advocate that kind of & program and at the same time
come in here and say that we cannot afford to help these 600 people
at home who could be taken care of for an cxtra expenditure of some
$500,000.

Mrs. Surerry. I do not know who could defend that we could not
afford to do it, if you will pardon me.

Scenator SpaArkMAN. You heard Mr. Henderson say the Budget
Bureau had laid down the law to the State Ilepartment to that effect.

" Mrs. SuieLey. I do not think the Budget Bureau ever liked me in A1
my 41 years in the Department of State, so don’t expect me to put
in a word for them.

Senator SpaArkMAN. The Budget Bureau laid down the law to the
State Department, They placed the limitaiion on it. )

_ Senator GreEN. Thank you, Mrs. Shipler. Has Mr. Boyce come
into the room yet?

Mr. Boyer. Yes, sir.

Senator GrREEN. Would you like to testify now?

Mzr. Bover. Thank you, sir.

Senator GreeN. We will be glad to hear irom you.. Do keep your

scat.
STATEMENT OF RICHARD FYFE BOYCE

Mr. Boves. Mr. Chairman and gentlemer,, T appreciate very much:
this opportunity of testifying on behalf of S. 1502.
I have been associated with the DACOR legislation program since
its beginning in 1950, and am familiar with the many prob%ems of re-
tired Foreign Service officers. These include health, employment,
maintaining contacts, housing, and usually worst of all, trying to make
ends mect on a fixed income of shrinking doiars.
There are two basic needs. The first is to bring the annuities of
persontiel who retired some years ago up to the level of personnel re-.
tiring now. The second is to provide autcmatic adjustment of an-.
nuities whenever salary schedules are raised so as to prevent in future
the repetition of the situation which now cxists.. The same argu-- Y
ments apply in both cases. o
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The special si
by Mrs. Broy—herself a Toreign Service widow. The cases of our
most needy members
to you, who through

the Foreign Service,

tuation of Foreign Service widows has been described

are described by Mrs. Ruth Shipley, well known
her more than 40 years personal association with
and as chairman of our welfare committec, i3

well acquainted with our problems.

“ REASONS FOR DACOR SUPPORT OF 'S, 1502

You are familiar with the many reasons behind our request for pass-

age of S. 1502.

Foreign Service o

I touch upon only the following:
ficers now retired contributed a fixed percentage

of their basic salaries to provide for annuities equal to a reduced, but
reasonably livable income, sufficient to furnish food, shelter, clothing,
and medical expenses in keeping with their retired status and their
years of devoted service as official reprasentatives of our Government;
and, also, in special recognition not only of the hazards to health and,
upon occasion, to personal safety, but to the many handicaps to edu-
cating their children, to establishing a permancnt home in the United
States, to saving any money and many other special Tactors.
Depending upon the year they retired, inflation has reduced those
annuities by a quarter to a hall their original values, resulting in

great handicap for the majority of retired officers and widows, As

their ages increase, the ability to find employment to supplement
their annuitics decreases. Medical expenses increase. The retired
officers are no longer able to live above, or much above, the level of
people on public relief.

We fecl that older people have as much right to proper housing,
food, clothing, and other necessitics 10 or 20 years after they retire
as they do the first yea1 of retirement. Our country does not approve
the customs of primitive peoples who abandon the old and crippled
to starvation, or to death by wild animals. Yet the process of pro-

gressive poverty and

rable situation,

misery through shrinking annuities is a compa-

The retired officers thus discriminated against are not many in
number, and their numbers are fewer cach year.
There is sufficient money in the Foreign Service retirement fund to
_provide for the proposed changes, so what we ask for will not add to.
the burden of the taxpayer.
Thank you very much.
Senator GrenN. Thank you very much, Mr. Boyce. Are there any

questions?

Senator SPARKMAN. No questions, Mr. Chairman. That is a roll~
call upstairs, and this is the last witness.

Senator GrEEN. Is Mrs. Carroll Foster here?

Senator SparkMaN. I read that letter into the record. I did not
realize jou were here, Mrs. Foster. '

Senator GREEN. But your lotter is already in the record.

Mrs. Foster. You read the letter into the record.

Senator GrELN. Wo must terminate this hearing. Thank you alt

for coming.

Senator SparkMaN. Thank you, Mr. Chairman.

(Whereupon, at 3:30 p.m., the subcommittee adjourned gubject to.
the call of the Chair.)

Approved For Release 1999/08/27 : CIA-RDP78-03721A000400020007-7



