
Foreign Assistance 
as an Instrument 

of U.S. Leadership Abroad 

by 

Larry Q. Now els 
and 

Curt Tarnoff 





Foreign Assistance 
as an Instrument 

of U.S. Leadership Abroad 
by 

Larry Q. Newels 
and 

Curt Tarnoff 

NATIONAL POLICY ASSOCIATION 



Foreign Assistance as an Instrument 
of U.S. Leadership Abroad 

NP A Report #285 
Price $15.00 
ISBN 0-89068-139-2 
Library of Congress 
Catalog Card Number 97-66586 

Copyright 1997 
by the National Policy Association 
A voluntary association incorporated under the laws 
of the District of Columbia 
1424 16th Street, N.W., Suite 700 
Washington, D.C. 20036 

Printed in the United States of America 



Contents 

Preface ...... . 

About the Authors 

Foreign Assistance as an Instrument 
of U.S. Leadership Abroad 

by Larry Q. Nowels and Curt Tarnoff 

Executive Summary . 

Introduction . . . . . 

Foreign Aid as a U.S. Foreign Policy Tool . 
Creating a Post-Cold War Foreign Aid Rationale 

and Policy ... .. ........... ... . . 

v 

vi 

1 

3 

4 

4 

How the Money Is Spent: Trends in Resource Allocation . 5 
Foreign Aid- Declining Resources in a 

Reduced Foreign Policy Budget . . . . . . . . . . . . 5 
Strategic Applications of U.S. Assistance: Regional and 

Country Allocations . . . . . . . . . . . . . . . . . . . 6 
The Program Composition of Foreign Aid . . . . . . . . . 7 
Burden Sharing Among International Economic Aid Donors: 

A Declining U.S. Share . . . . . . . . . . . . . . . . . . . . . . 10 

Promoting Economic Security at Home . . . . . . . . . . . . . . . . 10 
Direct Procurement and Other Foreign Aid Reflows 

to the United States . . . . . . . . . . . . . . . . . . . . . . . 10 
Developing Countries: Growing Markets for U.S. Exports ... 11 
Commercial Motivations of Major Aid Donors 12 

Foreign Aid Strategies in the Post-Cold War Era .. 14 

NP A's Aid and Development Project: The Participants' Views 16 
NP A's Aid and Development Project . . . . . . . . 16 
Perspectives . . . . . . . . . . . . . . . 16 

Business Perspectives . . . . . 16 
Labor Perspectives . . . . . . . 17 
U.S. Government Perspectives 17 
PVO Perspectives . . . . . . . 18 
Other Perspectives . . . . . . . 18 

Findings of NP A's Aid and Development Project 

Appendix 
NP A's Aid and Development Project: Symposia and 

Working Breakfasts, January 1994-May 1997 . 

National Policy Association . . .... . 

NP A Officers and Board of Trustees . . 

Publications of NPA's Aid and Development Project . 

iii 

18 

23 

24 

25 

26 



iv Foreign Assistance as an Instrument of U.S. Leadership Abroad 

Charts 
1. U.S. Foreign Assistance, FY 1946-96 . . . . . . . . . . . . . . 4 

2. U.S. Budget Outlays, FY 1996 . . . . . . . . . . . . . . . . . . 6 

3. Regional Allocation of U.S. Foreign Aid, 
FY 1986, FY 1991, and FY 1996 . . . . . . . . . . . . . . . . . 7 

4. Program Composition of U.S. Foreign Aid, 
FY 1986, FY 1991, and FY 1996 . . . . . . . . . . . . . . . . . 8 

5. Foreign Aid Burden Sharing, 1962-95 . . . . . . . . . . . 10 

6. Foreign Aid Spent in the United States, 
Estimated for FY 1996 . . . . . . . . . . . . . . . . . . . . 11 

7. U.S. Exports to Developing Countries as a Percent of 
Total U.S. Exports, 1980-95 . . . . . . . . . . . . . . . . . . . . . 12 

8. Annual Growth of U.S. Exports to Developing and 
Developed Countries, 1989-95 . . . . . . . . . . . . . . . . . . . 12 

9. Private and Public Resource Flows to 
Developing Countries, 1987-95 . . . . . . . . . . . . . . . 14 

10. U.S. International Affairs Budget, FY 1997 . . . . . . . . 15 

11. U.S. International Affairs Budgets, FY 1977-2002 . . . . 15 

Tables 
1. Leading Recipients of U.S. Aid, FY 1991 and FY 1996 6 

2. USAID Sustainable Development Funding, FY 1994-96 9 

3. Major Purposes of Economic Aid, 1993 . . . . . . . . . . . . . . 13 



Pref ace 

T
hroughout the Cold War, foreign assistance was 
promoted domestically as a means of defeating 
communism, with relatively broad support. With 

the demise of the Soviet Union, however, the consensus 
that sustained this pillar of U.S. foreign policy crumbled 
as well. Although most private sector leaders agree that 
the United States must continue to play a leadership 
role on the world stage, there is no agreement on what 
that role should be or on what kind of foreign aid and 
development assistance the United States should be 
providing. Over the past three and a half years, the 
National Policy Association (formerly the National 
Planning Association) has endeavored to strengthen 
communication between the foreign policy estab
lishment and the business and labor communities so 
that U.S. foreign assistance initiatives reflect public in
put and enjoy public support. 

Since October 1993, NP A has conducted a series of 
nationwide symposia, Washington working breakfasts, 
lectures, and publications that explore the private sec
tor's insights and concerns regarding U.S. foreign pol
icy toward developing nations. Entitled "U.S. Foreign 
Assistance in the Post-Cold War World: Business and 
Labor Perspectives," this NP A project was undertaken 
to facilitate the exchange of information and ideas 
among business and labor leaders, public policymak
ers, and private voluntary organization executives on 
many of the difficult issues surrounding America's for
eign assistance and overseas development policy. 

NPA's Aid and Development Project has been 
funded in part by grants from the U.S. Agency for 
International Development and the Carnegie Corpora
tion of New York and has been supported by leading 
corporations and unions that have cosponsored project 
events around the country.* Twelve day-long symposia 
have brought together a diverse array of public and 
private sector leaders in different regions throughout 
the nation. Twelve Washington working breakfasts 
have presented the opportunity for private sector lead
ers and key policymakers in the nation's capital to 
discuss particular aspects of foreign assistance policy. 

NP A has also devoted the last three of its annual 
Walter Sterling Surrey Memorial Lectures, named for a 
long-time NP A member with a deep interest in interna
tional affairs, to Aid and Development Project themes. 
These lectures have been published, along with other 

•A listing of the meetings and sponsors associated with NP A's Aid 
and Development Project is presented in the Appendix, page 23. A 
listing of project publications can be found on page 26. 
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selected presentations at project meetings, in a series of 
monographs distributed to NP A members and project 
participants. 

NP A's first Aid and Development Project publica
tion was entitled U.S. Foreign Assistance: The Rationale, 
the Record, and the Challenges in the Post-Cold War Era, by 
Curt Tarnoff and Larry Q. Nowels, two experts in the 
area of foreign assistance policy. This 1994 publication 
provided some needed background on the realities of 
U.S. foreign aid and set the context for the project's 
discussion and debate. 

After the initial 18 months of the project, NP A de
voted an edition of Looking Ahead, its flagship quarterly 
journal, to a review of the key issues raised and conclu
sions reached in project events to that point. Even at that 
preliminary stage, it was clear that most project partici
pants-regardless of their background or current occu
pation-believed that the United States should play a 
strong leadership role in world affairs and recognized 
the importance of foreign aid to global economic secu
rity. Participants also emphasized the compassion of 
the United States and its citizens, especially when faced 
with a humanitarian crisis, and urged that U.S. foreign 
assistance activities be better explained to the American 
public to dispel the misconceptions that many people 
hold about foreign aid. 

In September 1996, Looking Ahead presented the pro
ceedings of a typical Aid and Development Project 
symposium, NPA's ninth regional symposium, "For
eign Aid: An Instrument of U.S. Leadership Abroad," 
held in Dallas, Texas, on January 25, 1996. Excerpts of 
the speakers' presentations and the participants' ques
tions and comments were featured in the publication. 

This publication, Foreign Assistance as an Instrument 
of U.S. Leadership Abroad, is designed to update the 
project's 1994 overview of U.S. foreign aid policy and 
to review some of the key findings of the NP A Aid and 
Development Project to date. It presents current data on 
foreign assistance program priorities and spending lev
els and includes remarks from speakers and program 
participants. 

The past several years have been difficult for the U.S. 
foreign aid program. Funding has been cut dramati
cally, and with international involvement being ques
tioned by some in the United States, the very existence 
of U.S. foreign assistance has been challenged. NPA 
embarked upon its Aid and Development Project with 
the belief that U.S. involvement in the international 
community is vital to America's national interest and 
that foreign assistance can be an important instrument 
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of U.S. influence in the world. Most of the business and 
labor participants in NP A's project activities have 
shared this view and have emphasized the importance 
of implementing foreign aid and development pro
grams effectively and efficiently if public support for 
these activities is to be won and maintained. 

NP A hopes that its public policy discussions and pub
lications about the goals and strategies of U.S. foreign aid 
in the post-Cold War world can help create a consensus 
regarding the need for and the conduct of U.S. foreign 
assistance policies. Foreign aid and development assis
tance, if implemented properly, can help ensure the 
creation of a stable, peaceful world based on democratic 
values and economic freedom. This important instru
ment of foreign policy is critical if the United States is 
to meet its global responsibilities in the 21st century. 

Marilyn Zuckerman 
NP A Vice President 
and Aid and Development 
Project Director 

S. Dahlia Stein 
NP A Senior Fellow 
and Aid and Development 
Project Director 

Heidi M. Brooks 
NP A Research Associate 
and Acting Aid and Development 
Project Coordinator 
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Executive Summary 

T
here has been broad recognition for several years 
that if foreign aid is to continue as an important 
instrument of American foreign policy, politi

cians, practitioners, policymakers, and the general pub
lic need to forge a new consensus over a revised foreign 
assistance policy rationale that replaces the previous 
Cold War-driven strategies. 

Although U.S. foreign aid policy has reacted incre
mentally to the fundamental changes occurring in the 
world in recent years, an overall reassessment of the 
program rationale and an agreement by the administra
tion and Congress on a new set of strategies have not 
ensued. After 35 years, the Foreign Assistance Act of 
1961 remains the primary law guiding the program. It 
is still laden with Cold War policy provisions and con
tains multiple "primary" objectives for assistance pro
grams-making for unwieldy priority setting and the 
accumulation of extensive congressional restrictions 
and conditions on presidential management of the pro
gram. Efforts to replace the 1961 law have been unsuc
cessful, and a comprehensive restructuring of policy 
goals has not been endorsed by Congress nor enacted 
into permanent law. 

Without a national debate and the emergence of a 
clear consensus on a new foreign aid rationale, many 
question whether policymakers can overcome the exist
ing perception of foreign assistance as a program ill
suited to promote U.S. global interests in the next 
century. In the meantime, discussion in the past two 
years has shifted away from consideration of new pol
icy objectives and instead has centered more directly on 
proposals to cut foreign aid spending and reorganize 
the agencies that manage the programs. The U.S. 
Agency for International Development (USAID), which 
four years ago operated in more than 120 countries, 
plans by the year 2000 to maintain programs in only 75 
nations and to cut its staff by 27 percent as pressures to 
reduce foreign aid budgets continue. 

On nearly every count-in real dollar terms, as a 
percent of America's national wealth, and as a propor
tion of government spending-the United States 
spends less on foreign aid today than at any time over 
the past 50 years. Japan surpassed the United States as 
the leading national donor of development assistance 
several years ago and today is clearly the world's domi
nant government aid provider. Further, with the end of 
the Cold War, the shape and composition of U.S. aid has 
changed considerably. Security assistance has declined 
substantially, while economic programs command a 
greater share of the foreign aid pie. The Middle East 
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continues, as it has for the past two decades, to receive 
the bulk of American aid. But countries such as Russia, 
Ukraine, Bosnia, and South Africa that were not signifi
cant recipients five years ago are among the leading 
beneficiaries of U.S. economic supporttoday. 

The developing world itself has changed dramati
cally in recent years. Developing countries have diverse 
interests, capabilities, and needs and are positioned at 
varying stages of economic growth. Moreover, they 
emerged in the early 1990s as the most rapidly growing 
market for American exports. Worldwide, foreign aid 
has been supplanted by private sector lending and 
direct investment as the major sources of financial 
transfers to developing nations. Nevertheless, there re
mains tremendous disparity among regions and cate
gories of nations into which the private capital has 
flowed, leaving some areas, particularly in Africa, heav
ily reliant on publicly provided development assistance. 

During the first three years in which the National 
Policy Association (NP A) held its series of symposia 
and briefings on U.S. foreign assistance strategies, a 
wide range of views were solicited from participants 
throughout the United States. Members of the business 
community, representatives of labor unions, govern
ment officials, staff of nongovernmental aid-imple
menting organizations, academics, and others pre
sented differing perspectives on the challenges cur
rently facing the United States and the use of foreign 
assistance to meet them. Despite the disparate views of 
many participants, several key themes emerged that 
found consistent approval and might be said to consti
tute the chief findings of NP A's Aid and Development 
Project to date. 

The United States must take a leadership role in the 
world. Participants agreed almost unanimously that 
U.S. global leadership acts both to further U.S. national 
interests and to project U.S. values to others. This lead
ership must be maintained. 

Foreign assistance is an important instrument of 
U.S. leadership. Foreign aid, like the U.S. defense estab
lishment, the diplomatic corps, and exchange pro
grams, is an important tool of U.S. influence in the 
world. Many NP A project participants view foreign aid 
as a better instrument than others because it addresses 
the root causes of conflict and prevents future military 
involvement. 

Foreign assistance can and should be used effectively 
to support U.S. political and strategic interests. From 
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Europe under the Marshall Plan to the Alliance for 
Progress in Latin America to the Middle East peace 
process, foreign assistance has been used, in many cases 
with great success, to promote U.S. political and strate
gic interests. Today, foreign aid continues to be used to 
further such important U.S. interests as peace in the 
Middle East, a stable democratic and free market Rus
sia, and the defeat of terrorism. 

Foreign assistance can and should be used effectively 
to support U.S. economic interests. Foreign aid can 
have a very direct, positive impact on U.S. domestic 
economic health by encouraging the growth of foreign 
markets for U.S. goods and helping to establish a pri
vate sector environment conducive to U.S. investment 
abroad. Developing countries, and the newly emerging 
democracies in particular, offer a major and growing 
export market for U.S. goods and services. U.S. aid 
efforts encourage economic reform that stimulates the 
growth of nascent private sectors, and many assistance 
programs, including exchanges, help build ties be
tween U.S. and developing country private sectors. 

Foreign assistance can and should be used effectively 
to project U.S. values abroad. It is in the U.S. national 
interest to project U.S. values and beliefs abroad. Such 
values include a belief in a democratic system of gov
ernment and protection of human rights. Foreign aid 
has promoted the emergence of new democracies in the 
former Soviet bloc and elsewhere and has helped de
fend workers' rights and the rule of law. 

Foreign assistance can and should be used to meet 
humanitarian needs around the globe. There was unan
imous agreement among NP A participants that aid is 
vital to the relief of refugees and other disaster victims 
throughout the world. Humanitarian aid is a reflection 
of core American values. 

Development assistance programs aimed at the poor 
are an important means of meeting many U.S. foreign 
policy objectives. Development assistance aimed at 

"What's happening in the world, not just the post-com
munist world, is a tremendous, historically unprecedented 
sea change in ideas. I count about 3.4 billion people living 
in countries right now that are undergoing fundamental 
economic reform. Now the entire continent of Latin 
America is democratic. Even in sub-Saharan Africa, there 
have been about 30 democratic transitions in recent years. 
But you look at country by country and the situation 
remains fragile, unstable, uncertain, with the possibility 
of falling back as much as going forward. What we have 

meeting the basic human needs of the poorest has 
helped produce numerous impressive achievements, 
including the eradication of smallpox, increased access 
to clean water, and significant growth in food produc
tion and consumption. Such achievements have posi
tive benefits for the United States through savings in 
U.S. health care costs, in generating new markets for 
U.S. goods, and through the establishment of greater 
global political stability. These programs can be made 
more efficient and effective if they encompass grass
roots participatory practices. 

Foreign assistance programs must be administered 
effectively and efficiently. The U.S. assistance pro
gram has the potential to meet foreign policy objec
tives, but only if it is administered effectively and 
efficiently. In its 50-year history, there have been ex
amples of failure, mismanagement, and waste. USAID 
is working to reform the program to eliminate any 
inefficiencies. Such reform is necessary to make U.S. 
assistance more effective and to gain public support. 
This reform should continue in a way that is visible 
and credible to the American people. 

The American people should be better informed 
about the role of foreign assistance in facilitating U.S. 
foreign policy. To ensure that sufficient foreign assis
tance funds are made available to advance U.S. foreign 
policy interests, public support is necessary. If the mis
conceptions that many people hold about foreign aid 
are to be revised, U.S. political leaders must counter any 
real or perceived aid mismanagement and ineffective
ness, and they must make clear the connection between 
assistance and U.S. interests. NP A Aid and Develop
ment Project participants believe that such a case can be 
made. 

NP A participants, by and large, believe that a com
pelling case can be made for a foreign aid strategy that 
is sensitive to America's changing priorities. They are 
waiting for it to be made and acted upon by America's 
leadership. 

been hoping for and working for as a nation is closer at 
hand than it's ever been in world history. Foreign aid can 
help consolidate a democratic transition and help consoli
date market economic reform. We want to use aid in the 
enlightened self-interest of helping to create a stable world 
based on democratic and market-based values." 

Jeffrey D. Sachs, Director, Harvard Institute for 
International Development, and Galen L. Stone 
Professor of International Trade, Harvard University, 
NP A Regional Symposium, Boston, November 16, 1995 
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Introduction 

"The involvement of the labor movement in the deliven; of foreign assistance has been 
part of our long history . ... The fact that workers do not have the right to organize into 
unions in many foreign countries is part of the reason ... we have an interest in the 
delivery of foreign assistance. 'flie challenge is convincing [union] members, as USAID 
and other advocates have to convince the general American public, that this is something 
that must be done [and] we have an interest in it." 

Caroline Lauer 
Director of International Affairs, Service Employees International Union 
NP A Regional Symposium, Los Angeles, May 14, 1996 

"In the Cold War era, the primary driving force for foreign assistance was security and 
defense issues . ... The business community .. . is interested in economic issues. The 
emergence of market economies in formerly Eastern Bloc countries has presented oppor
tunities for us, and you can see foreign development [assistance] as a tool that can aid in 
stimulating market growth in these areas. The growth of democratic processes around 
the world contributes to ... the type of stable political and business environment that we 
need for ow· investment and to do business." 

Jean Pryce 
Manager of Industry and Government Relations, General Motors Corporation 
NP A Regional Symposium, Detroit, July 18, 1996 

T
he end of the Cold War has confronted the United 
States with challenges barely envisioned seven 
years ago and created the demand for a funda

mental reassessment of American foreign economic, 
political, and strategic policy. As an instrument used to 
manage and advance America's interests overseas for 
many years, U.S. foreign assistance must be reexamined 
as part of this reassessment. Policymakers are attempt
ing to redefine the underlying rationale of foreign aid 
and establish a new set of objectives that will support 
the evolving policy interests of the United States. 

While there is common agreement that a revised 
blueprint for U.S. foreign assistance must be found, a 
consensus on what that plan should be-especially 
agreement between the President and Congress- has 
not emerged. Policymakers, opinion leaders, interest 
groups, and private organizations have argued and 
debated for several years about whether and how the 
program should change, but since 1995, budget issues 
and organizational questions have dominated the dis
cussions. 

With foreign aid spending reduced by 10 percent 
since 1994, and with the U.S. Agency for International 
Development (USAID), the primary U.S. aid imple
menting agency, undergoing significant downsizing in 

both staff and country presence, a picture of what the 
future U.S. foreign aid program may look like is begin
ning to take shape. Yet the debate over its purposes and 
goals remains unfinished. 

During the past three years, the National Policy As
sociation (NPA) has sponsored a series of discussions 
among public and private sector participants in an ef
fort to advance the debate on the role and purpose of 
U.S. foreign assistance. This report offers a synopsis of 
the results of NP A's effort to stimulate a constructive 
national exchange of ideas among public and private 
sector leaders. It begins with an overview that illus
trates where the aid program stands at this crossroads 
between the old Cold War-dominated policy and the 
new challenges facing American foreign policy. It is a 
description of the aid program as it was and as it is 
currently, providing a larger context for discussion of 
the changes under continuing debate. The report also 
highlights key issues raised by participants during the 
series of regional symposia, Washington breakfast ses
sions, and other events conducted during the NP A 
project. Finally, the report identifies a series of findings 
that emerged from these discussions, findings that are 
endorsed by NP A project participants for consideration 
by U.S. policymakers. 
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Foreign Aid as a U.S. Foreign Policy Tool 

F
oreign aid was created, and continues, to serve as 
a tool of U.S. foreign policy. As such, any assessment 
or evaluation of the program should be judged by 

the extent to which it meets U.S. foreign policy objec
tives. Although the modem-day origins of foreign aid 
centered on the reconstruction of Europe in the imme
diate aftermath of World War II, it was the Cold War 
and the policy of containment and anticommunism that 
shaped the aid program and gave it its chief rationale. 
There have been different types of assistance, but each 
has served the overriding political rationale of confront
ing communism wherever it threatened U.S. interests. 
The Marshall Plan created, among other intended ef
fects, conditions that would eliminate a prime breeding 
ground for social unrest, instability, and communist 
expansion, while also boosting U.S. trade. 

Military assistance has helped allies build their de
fenses and gave the United States access to military 
bases around the world. Throughout the Cold War, but 
especially after the mid-1970s, aid was used to assist 
international development, at times targeted to the 
poor, not only to prevent instability that might invite 
communist takeovers, but also for general humanitar
ian purposes, and later to meet U.S. objectives regard
ing the international environment, narcotics, and other 

transnational concerns. Then the Soviet Union disinte
grated, and the communist threat that loosely held 
together all the disparate foreign aid goals evaporated. 

CREATING A POST-COLD WAR FOREIGN AID 
RATIONALE AND POLICY 

Although the overriding rationale of anticommunism 
is gone, other threats, concerns, and opportunities have 
takenits place. As the debate on aid reform has developed, 
constituencies for various foreign policy concerns have 
come forward with their proposed policy and assistance 
priorities. Supporters of a policy that would use aid to 
facilitate U.S. trade and investment interests abroad 
have repeatedly made this case since the early 1990s. A 
somewhat related view includes those who believe 
"foreign aid" is an outdated concept that should be 
replaced with policies aimed at stimulating greater pri
vate investment in developing nations. Another, more 
traditional constituency supports the use of aid for both 
sustainable development and humanitarian purposes, 
continuing the fight against poverty but also focusing 
on a new set of national security threats such as ethnic 
conflict, the spread of disease, environmental degrada
tion, and the rapidly expanding global population. 

CHART1 
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The Clinton administration adopted the three goals 
of bolstering the American economy, fostering sustain
able development, and supporting humanitarian relief 
activities in its foreign aid policy and resource reform 
proposal issued in 1994. It added two others-building 
democracy abroad, including the transition in the for
mer Soviet Union and eastern Europe, and promoting 
peace and regional security efforts, including those in 
the Middle East. 

Although these have been the principal priorities of 
the Clinton administration, they have not been en
dorsed by Congress through incorporation into perma-
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nent U.S. foreign aid laws. Instead, over the past few 
years the debate has centered on the limited availability 
of financial resources and on how much the foreign aid 
budget can be reduced. After trying to accommodate 
the full range of policy preferences within constrained 
budget limits, administration officials acknowledged in 
1996 that dramatic foreign aid spending cuts would 
now force the United States to do "less with less" in
stead of" more with less" and would require significant 
choices and trade-offs even in the absence of a clear 
consensus on a post-Cold War foreign assistance policy 
rationale. 

How the Money Is Spent: 
Trends in Resource Allocation 

FOREIGN AID- D ECLINING RESOURCES IN 
A REDUCED FOREIGN POLICY BUDGET 

B
y virtually any standard of measurement, the 
United States spends less money on foreign assis
tance programs today than it has at any other time 

duringthe50-yearpost-World War II period (see Chartl). 
The $14.3 billion obligated for foreign assistance in 
fiscal year (FY) 1996 is about two-thirds the level, in 
current dollars, of only a decade ago. 

As the United States and Europe celebrate the 50th 
anniversary of the Marshall Plan-widely regarded as 
the most successful development assistance effort
there will be frequent comparisons between the restruc
turing of 16 European nations then and American 
efforts now. Initiatives to aid the economic and political 
transition in Russia and elsewhere in the former com
munist world, to promote a lasting peace in the Middle 
East, and to sustain the economic achievements of the 
rapidly growing nations ofEast Asia and Latin America 
are among these efforts. Helping people in many parts 
of the world such as Haiti, Bosnia, and central Africa 
find solutions to the causes of war and ethnic conflict 
that stand in the way of meaningful economic develop
ment and the creation of a strong civil society is another 
current goal. These objectives, some new and some old, 
will be viewed relative to the intentions and achieve
ments of a half-century ago. 

Although foreign aid is only one of many instru
ments used to advance current policy initiatives, the 
money available today represents just a fraction of what 
was allocated 50 years ago. In three years, the United 
States spent $139 billion (in real terms) for Marshall 
Plan and other aid recipients, about three times the size 

of the FY 1994-96 foreign aid budgets. From the peak of 
spending during the Marshall Plan years to the plateau 
of the Vietnam era through the Camp David Middle 
East peace commitments to the present, the history of 
U.S. spending on foreign aid has been one of gradual 
decline, punctuated occasionally by a brief resurgence 
when particularly high priority foreign policy needs 
appeared. Moreover, while the trend has been down
ward for a number of years, the budget cuts for FY 1996 
and FY 1997 were especially large: the average appro
priation for these two years has been 10 percent less 
than for FY 1995. Only three times-in 1975, when the 
United States withdrew from Vietnam; in 1980, after a 
large increase the previous year to support the Camp 
David accords; and in 1986, following enactment of the 
first Balanced Budget Act- have foreign aid appropria
tions fallen more precipitously. 

As public opinion surveys have demonstrated over 
the years, Americans think that the United States 
spends far more on foreign aid than it actually does. In 
1995, researchers at the University of Maryland and the 
Center for the Study of Policy Attitudes found that 
when Americans were asked how much of the budget 
the government spent on foreign aid, the average re
sponse was 18 percent. Although most thought that 
figure was too much, when they were asked what 
would be about right, the average answer was 8 per
cent. In fact, foreign assistance represents substantially 
less of the budget than most Americans think it does 
and, according to this report, even less than they think 
it should be. 

In the early 1990s, foreign aid hovered at about 1 
percent of federal spending, but with the more recent 
budget cuts, it fell to 0.8 percent of spending outlays in 
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CHART2 
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FY 1996. To compare with other programs in the federal 
budget, about 18 percent of U.S. spending goes to the 
Pentagon, a little more than 20 percent goes to health 
and human services, and 24 percent goes to social secu
rity (see Chart 2). Nor, proponents contend, is foreign 
aid spending at levels the country cannot afford. In FY 
1996, foreign assistance-economic and military aid
represented 0.2 percent of the U.S. gross domestic prod
uct (GDP), the lowest level in the past four decades. 

STRATEGIC APPLICATIONS OF 
U.S. ASSISTANCE: REGIONAL AND 
COUNTRY ALLOCATIONS 

U.S. assistance has focused above all on serving the 
strategic interests of the United States, a pattern clearly 
illustrated by the regional and country distribution of 
aid resources over most of the past half-century. The 
U.S. emphasis on strategic interests in foreign aid dif
fers from the emphasis of other nations' aid programs, 
which often focus primarily on economic or humanitar
ian objectives. U.S. assistance has always been heavily 
concentrated in areas where the United States main
tains its highest political and security interests, targets 
that have shifted several times. 

After World War II, the United States channeled 
nearly all foreign aid to Europe to help rebuild the 
war-torn economies and to strengthen Western govern
ments against the growing threat posed by the Soviet 
Union. Between 1946 and 1952, Europe received about 
70 percent of all U.S. bilateral assistance, with annual 
levels averaging about $30.6 billion (1996 dollars). The 
focus of the American aid program, however, shifted 
quickly to Asia, particularly to South Korea, Taiwan, 
and later South Vietnam. For two decades, until the fall 
ofSaigonin1975,Asiareceivedabout$13.9billion(1996 
dollars) annually in American aid, representing about 
59 percent of total U.S. bilateral foreign assistance. 

The focus of U.S. assistance then turned to the Mid
dle East, where significant amounts of aid to Israel 
began shortly after the 1973 war with Arab states. The 
Camp David accords signed in 1979 included a substan
tial military and economic aid package for Israel and 
Egypt, and follow-on assistance has made these two 
nations overwhelmingly the largest U.S. aid recipients 
during the past two decades. Since Camp David, the 
Middle East has received on average $7.4 billion (1996 
dollars) per year, a 51 percent share of total bilateral aid. 

Latin America and Africa have received relatively 
small amounts of U.S. aid. The Alliance for Progress 
initiative in the early 1960s and American policy in the 
1980s to counter communist-inspired threats in Central 
America were the only two brief periods when the 
United States channeled significant amounts of aid to 
Latin America. Aid to Africa, which had averaged less 
than $1 billion per year in the 1960s and 1970s, began to 
grow in the early 1980s, in part due to the U.S. response 
to the severe drought and famine that struck the region, 
as well as continuing support for strategic considera
tions in Somalia, Zaire, and Liberia. Assistance levels 
for Africa continue to range between $1.3 billion and 
$1.5 billion annually, but instead of a focus on security 
interests, U.S. aid supports political and social change 
in the region, especially in South Africa. 

TABLE 1 
Leading Recipients of U.S. Aid, 

FY 1991 and FY 1996 
(Country Obligations, Mill. $) 1 

Country FY 1991 FY 1996 

Israel $3,6502 $3,000 
Egypt 2,300 2,118 
Turkey 804 355 
Bosnia 0 246 
Greece 351 224 
Russia 0 179 
India 134 158 
Jordan 92 123 
Rwanda 41 121 
Ukraine 0 119 
South Africa 50 117 
Philippines 561 43 
El Salvador 295 57 
Nicaragua 219 27 
Peru 199 85 
Bolivia 191 75 
Honduras 157 26 
Portugal 144 1 

1. The first 11 countries listed were the leading recipients in 
1996; the other 7 were among the top 11 in 1991. 

2. This number includes a one-time $650 million supplemen
tal cost related to Persian Gulf War costs. 

Source: USAID. 



The end of the Cold War has brought substantial 
changes :in the regional and country allocation of U.S. 
foreign aid (see Chart 3). A decade ago, based largely 
on the goals of counter:ing communist threats and gain
:ing access to military bases abroad, Latin America, Asia, 
and western Europe collectively received almost 45 
percent of all U.S. bilateral assistance. Today, their com
b:ined share has fallen to about 17 percent. For some of 
the largest recipients that were part of U.S. efforts to 
counter Soviet aggression :in the developing world :in 
the 1980s and early 1990s, the United States has reduced 
substantially, and :in some cases ended, its economic 
and military support. 

However, even during the early days of the post
Cold War era, in FY 1991 for example, the United States 
still allocated a substantial amount of economic aid to 
Central America, help:ing those countries emerge from 
more than a decade of conflict (see Table 1). In 1991, El 
Salvador, Nicaragua, and Honduras were among the 
top 10 U.S. aid recipients, receiv:ing a combined total of 
about $675 million. In 1996, each had fallen well down 
on the list of the largest beneficiaries of American assis
tance, receiv:ing just over $100 million collectively. 
Drug-producing countries such as Peru and Bolivia also 
had been among the leading recipients of U.S. aid at the 
end of the Cold War. Today, while they still receive 
relatively large amounts of economic assistance, the 
levels are half what they were five years ago. Although 
Greece and Turkey continue to receive military assis
tance, it is at significantly lower levels and on stricter 
loan terms than previously. 

Cuts in U.S. aid to Latin America, Asia, and western 
Europe have been supplanted to a degree by the initia
tion of large U.S. aid programs :in eastern Europe and 
the former Soviet Union, countries that now account 
for nearly 17 percent of total American assistance. Rus
sia, Ukra:ine, and Bosnia, which received no U.S. aid 
five years ago, are currently among the top 10 recipi
ents. 

The one cont:inu:ing characteristic of U.S. regional 
and country aid allocation is its concentration in the 
Middle East, especially Israel and Egypt. These levels 
have grown :in recent years to 54 percent of U.S. bilat
eral programs. The declining U.S. foreign aid budgets, 
the continu:ing high levels for Israel and Egypt, and the 
priority placed on Russia, other former Soviet repub
lics, and eastern Europe have resulted :in the most 
highly concentrated U.S. foreign aid program s:ince the 
Vietnam War period. In FY 1996, these high priority 
recipients accounted for roughly 70 percent of bilateral 
foreign aid appropriations. 

THE PROGRAM COMPOSITION OF FOREIGN AID 

Although foreign aid sounds like a monolithic pro
gram, it is :in fact made up of a number of discrete 
activities that, in tum, can be broken down :into numer
ous individual regional and country projects. Dur:ing 
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CHART3 
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the past two decades, the United States has pro
grammed aid funds around six major categories of 
U.S. foreign assistance. (See Chart 4 for the program 
composition of foreign aid for FY 1986, FY 1991, and 
FY 1996.) 

Multilateral Assistance includes contributions to 
the World Bank and other multilateral development 
institutions and United Nations (UN) organizations. 
InFY 1996, the United States allocated $1.1 billion for 
multilateral assistance, 8 percent of the total aid pro
gram. 

Bilateral Development Assistance is intended to 
encourage equitable economic growth in developing 
countries. These programs include a wide range of 
projects in the agriculture, health, private enterprise, 
education, population, and environment sectors. In 
FY 1996, $2.9 billion was appropriated for these ac
tivities, 20.3 percent of the aid program. 

Food Assistance, begun in the mid-1950s with 
primarily an agricultural export promotion orienta
tion, now focuses on multiple domestic and foreign 
policy objectives. Some food aid is offered on conces
sional loan terms, combining commercial and devel
opment goals. A growing portion, now roughly 69 
percent, is donated to meet emergency and humani
tarian needs in developing countries and is delivered 
largely by private and multilateral organizations. In 
FY 1996, food assistance totaled $1.1 billion, 7.5 per
cent of U.S. foreign aid. 

Eastern Europe and Fonner Soviet Union Ac
counts are a new category of aid emerging in the 
1990s. Both are high priority programs meeting the 
political interests of the United States to help the 
regions achieve democratic systems and free market 
economies. In FY 1996, the United States allocated 
$1.5 billion for the new states of eastern Europe and 
the former Soviet Union, 10.6 percent of the total 
program. 

Economic Support Fund (ESF), a security-oriented 
program but providing economic aid exclusively, is 
intended to meet special political and security inter
ests of the United States. In FY 1996, ESP funding 
totaled $2.5 billion, 17.8 percent of the foreign aid 
program. The largest proportion of ESP has gone to 
Israel and Egypt, $2 billion in FY 1996. 

Military Assistance provides U.S. allies and 
friends with defense equipment and training, mainly 
on a grant basis. Like ESP, military aid that enables 
countries to purchase U.S.-produced weapons is 
largely concentrated in Israel and Egypt-78 percent 
in FY 1996. The $39 million International Military 
Education and Training (IMET) program trains on a 
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grant basis foreign military personnel and officers from 
more than 100 countries. In FY 1996, military assistance 
represented 27.8 percent of total U.S. foreign aid. 

Other Economic Assistance programs include the 
Peace Corps, narcotics control activities, refugee relief, 
and antiterrorism projects. In FY 1996, these disparate 
programs totaled 8 percent of foreign aid spending. 

Like the shifting post-Cold War spending patterns of 
regional and country allocations of U.S. aid, program 
funding priorities have also undergone marked 
changes in the past decade. The combined "security 
assistance" categories of ESF and military aid have 
declined from representing nearly a two-thirds share of 
the aid budget a decade ago to about 45 percent today. 
There has been a corresponding increase in the propor
tion of aid resources represented by development pro
grams, bilateral and multilateral, with some of the 
largest growth occurring in categories representing 
new global concerns, such as drug trafficking, refugee 
relief, and antiterrorism initiatives. 

More recently, USAID program priorities have been 
shaped around the agency's "sustainable develop
ment" concept and its four objectives of encouraging 
broad-based economic growth, protecting the environ
ment, stabilizing world population growth, 
and supporting democratic participation. 
The Clinton administration had hoped for 
broad endorsement of this new economic 
aid policy blueprint, which was first articu-
lated in early 1994. Even in the absence of 
legislative approval from Congress, how-

Category 
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a point of sustainability that no longer requires external 
aid. Consequently, reductions in overall spending 
have been only one impediment to implementing such 
a program. 

Although USAID obligations for sustainable devel
opment activities in FY 1996 fell 15 percent below 
amounts for FY 1994 and 24 percent below the previous 
year's level (see Table 2), an equally important dilemma 
for policymakers has been the uneven cuts across pro
gram objectives, many imposed by outside actors. Con
gress, for example, required that child survival 
activities and HIV I AIDS projects remain funded at 
prior-year amounts, and the U.S. Department of State 
lobbied hard to keep environmental programs immune 
from funding shortfalls. Although resources for these 
activities grew over the past two years, cuts in other 
areas were even larger, especially in the economic 
growth category where spending for agricultural pro
jects fell 38 percent from FY 1994 amounts. Congres
sional reductions and limitations placed on family 
planning projects during the past two years have also 
made population programs one of the most signifi
cantly reduced areas of USAID's sustainable develop
ment policy. A growing question under the current 
budget environment is whether the United States can 
effectively continue to pursue its sustainable develop-

TABLE2 
USAID Sustainable Development Funding, FY 1994-96 

(Miii.$) 

FY 1994 FY 1995 
FY 1996 

(Est.) 

FY96 +/
FY94 

(%) 

Democracy 
Of which: 

$ 153 $ 170 $ 156 + 2% 

ever, USAID continues to formulate its pro
gram planning around an integrative policy 
consisting of these four sustainable develop
ment strategies. The agency has further in
stituted a more rigorous accountability 
system, in which indicators are selected by 
which to measure impact and assess results 
of USAID-funded programs. Another key 
element of the Clinton administration's sus
tainable development policy has been an 
effort to concentrate aid resources in coun
tries that make good partners-that is, coun
tries whose governments are committed to 
sound development policies and will apply 
U.S. support effectively. 

Labor/Human Rights 14 27 14 

Maintaining stable and balanced fund
ing levels for the four sustainable develop
ment strategies has been a difficult chal
lenge for USAID over the past three years. 
USAID officials assert that the four strate
gies must operate as interlinked, mutually 
reenforcing elements of an overall U.S. ef
fort to promote the advancement of market 
economies and democratic transitions in 
the developing world until countries reach 

Environment 

Population/Health 
Of which: 

Child Survival 
HIV/AIDS 
Population 

Economic Growth 
Of which: 

Private Sector 
Agriculture 
Basic Education 
Other Education 

Total 

203 345 

830 891 

189 206 
112 118 
466 512 

736 725 

158 207 
204 184 
115 115 
108 87 

$1 ,922 $2,131 

Note: Amounts are expressed as obligations of funds. 

Source: USAID. 

234 

722 

222 
118 
345 

514 

146 
126 
99 
57 

$1,626 

+15 

-13 

+17 
+ 5 
- 26 

-30 

- 8 
-38 
- 14 
-47 

-15% 
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ment strategies in an integrative manner that has 
impact and produces results. 

BURDEN SHARING AMONG 
INTERNATIONAL ECONOMIC AID 
DONORS: A DECLINING U.S. SHARE 

For most of the post-World War II period, the 
United States was the world's dominant provid
er of economic assistance. Even as late as 1968, it 
accounted for more than half of this aid. There
after, the U.S. share fell substantially, until by 
1995, the United States represented only 13 per
cent of total bilateral disbursements (see Chart 5). 
During this period, U.S. assistance declined while 
aid contributions of several other industrial 
countries, particularly Japan, rose dramatically. 
Despite this significant shift in aid burden shar
ing, amounts actually provided by the interna
tional donor community have fluctuated widely 
in recent years. As measured in real terms, major 
donors increased their disbursements by about 
15 percent between 1986 and 1992, before falling 
back to $53.59 billion in 1995, a level virtually the 
same as contributed in 1986. 

Although the responsibility for economic assistance 
to the developing world now rests on a greater number 
of shoulders, in recent years the United States has come 
under considerable criticism by other international do
nors for its declining share of aid disbursements. Much 
has been made of the 1995 figures that show the United 
States falling from the second leading donor to fourth 
position, behind Japan, France, and Germany, in the 
absolute level of assistance, and to last among the 21 
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major donors in terms of the percentage of gross na
tional product (GNP) allocated to economic aid (0.1 
percent for the United States in 1995). Although the 
move from number two to number four and the low 
GNP percentage occurred largely because of lower 
spending due to the delayed passage of foreign aid 
appropriations legislation in 1996, the data underscore 
Japan's dominant position as the world's major 
provider of economic assistance. 

Promoting Economic Security at Home 

F
oreign assistance programs have always returned 
some benefit to the economy of the donor nation. 
The priority given to commercial and export pro

motion aspects of bilateral aid programs, however, var
ies greatly. As noted previously, the United States has 
emphasized political, development, and security objec
tives in its aid programs and has generally placed less 
importance on the commercial rationale. In a broad 
sense, there are three ways in which foreign aid pro
grams are evaluated in terms of the economic benefits 
they provide to the donor: the amount of foreign aid 
funds spent in or reflowing to the country providing the 
assistance; the importance of developing countries to 

trade and other economic interests of the donor; and the 
priority placed by the contributing government on 
commercial elements of the program, often measured 
in terms of tied aid and the emphasis on projects that 
include large export opportunities. 

DIRECT PROCUREMENT AND OTHER FOREIGN 
AID REFLOWS TO THE UNITED STATES 

Although a general perception exists that much U.S. 
foreign aid consists of "handouts" and "giveaways," 
most foreign aid money is spent to procure U.S. goods 
and services. By law, nearly all U.S. assistance must be 



)) 

spent on American-produced items, although waivers 
are permitted under certain circumstances. Amounts 
returning to the United States differ according to the 
type of foreign aid program. Because of the difficulties 
of tracking procurement to the source, the U.S. govern
ment does not issue a cumulative report showing total 
aid reflows to the United States. Nevertheless, some 
general estimates are possible on a program-by-pro
gram basis, though amounts will thange annually. 

The largest category of foreigri aid is bilateral eco
nomic assistance administered by DSAID (see Chart 6). 
The agency procurement in FY 1996 totaled about $3.2 
billion. USAID estimates that goods and services from 
U.S. sources represented about $2..6 billion, or 83 per
cent of all procurement.* MilitarY, assistance, the next 
largest aid category, is 'a d~clinin~ program used pri
marily to purchase U.S.'-manufactured defense equip
ment. Only a $475 million set-asfde for Israel can be 
used to buy equipment offshore. About 87 percent of 
the $3.8 billionofpurchaseswithrriili.tary aidin FY 1996 
were spent on U.S. goods and services. 

Food assistance is a category of foreign aid in which 
nearly all moneys spent flow back to the United States. 
Established primarily as an export promotion program 
in the mid-1950s, food aid now serves multiple devel
opment, humanitarian, and foreign policy objectives 
with less emphasis on commercial motivations. All 
commodities are purchased from U.S. sources, al
though only three-fourths of the food must be shipped 
on U.S.-flag carriers. On this basis, a· rough estimate 
suggests that at least 87 percent of the $1.25 billion food 
aid program in FY 1996 was spent in the United States. 

The final major category of U.S. foreign aid-contri
butions to multilateral development banks (MDBs)
offers some of the largest, yet very difficult to quantify, 
returns to American exporters. In 1994, for example, 
the United States contributed about $1.5 billion to these 
institutions, while American businesses received a 
much larger amount, an estimated $2.7 billion, in MDB 
procurement contracts. However, international donors 
can limit access by U.S. firms to MOB procurement. 
Growing frustration with U.S. arrears to the World 
Bank's International Development Association (IDA) 
and delays in agreeing to a new IDA replenishment led 
donors in 1996 to establish an interim $3 billion fund to 
continue IDA programs in the worJ.d' s poorest nations. 
Because the United States did not participate in the 
interim fund, American firms could not bid on procure
ment opportunities, losing business to their European 
and Japanese rivals. 

Although many argue that the United States should 
increase the amount of foreign aid resources spent on 
American goods and services, it is unlikely that the level 
will move closer to 100 percent. Projects, especially 
economic aid programs, require some degree of spend-

*Procurement figures exclude cash and other forms of nonproject 
assistance, which for 1996 totaled at least an additional $1.5 billion. 

Promoting Economic Security at Home 11 

CHARTS 
Foreign Aid Spent in the United States, 

Estimated for FY 1996 

(Bill.$) 

USAID Military Aid Food Aid 
Programs 

I ~ U.S. Source [l]J] Non-U.S. Source I 
Sources: USAID and U.S. Department of Defense. 

ing in the recipient country. In some cases, necessary 
goods are not available from U.S. producers, or their 
prices and services are not competitive with alternative 
sources. In other instances, U.S. aid officials may choose 
to buy locally to, among other reasons, help support 
emerging private business in the developing country. 
Cash assistance linked to policy reform, however, re
mains an area that some argue should be reduced and 
programmed in ways that directly boost American 
exports. 

DEVELOPING COUNTRIES: GROWING 
MARKETS FOR U.S. EXPORTS 

The developing world has been a source of rising 
importance to U.S. trade interests for a number of years. 
Many believe that much of the world's future economic 
growth will occur in developing nations. In addition, 
most U.S. economic assistance has been programmed 
in these economies. 

In the past four years, rapidly expanding growth in 
many developing countries-especially in the mostly 
Asian and Latin American "Big Emerging Markets" -
has pushed U.S. exports to these nations to over 40 
percent of total exports, with more than $242 billion of 
American goods going to the developing world in 1995; 
in 1985, developing nations made up only 31 percent of 
global American exports (see Chart 7). The developing 
countries that receive a large amount of U.S. economic 
aid receive a relatively small portion of total U.S. ex-
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oped countries also increased in 1995 and 
now match the annual growth rate of U.S. 
exports to the developing world. 

COMMERCIAL MOTIVATIONS OF 
MAJOR AID DONORS 

One of the most frequently heard argu
ments of those promoting a stronger com
mercial orientation of U.S. aid is that other 
governments have supported their na
tions' business interests through foreign 
assistance for many years. While the 
United States maintained a foreign aid pro
gram largely driven by a Cold War ration
ale, other governments-particularly 
former colonial European nations and Ja
pan-appear to have used economic assis
tance, at least to some extent, to solidify 
trade relationships and bolster business 
opportunities for their private sectors. Ad
vocates of linking U.S. economic assistance 
more directly to export opportunities call 
for a tightening of U.S. "Buy America" laws 
and more tied aid. Some argue that because 
other donor governments tie much of their 

CHARTS 

ports, about 7 percent in FY 1995. 
Nevertheless, policymakers hope 
that by investing in these gener
ally poorer nations today, their 
economies will grow in coming 
years to become the next genera
tion of Taiwans and South Ko
reas, countries that received con
siderable sums of American aid in 
the past and now consume many 
American-made goods. 

Annual Growth of U.S. Exports to Developing 
and Developed Countries, 1989-95 

Moreover, developing coun
tries have been the fastest grow
ing market for U.S. exports in 
recent years, in some cases mak
ing significant annual gains com
pared with trade with developed 
nations (see Chart 8). In 1992, 
American exports to developing 
countries increased by nearly 14 
percent, while exports to the de
veloped world rose by only 1.7 
percent. Growth in exports to de
veloping nations has continued at 
a rapid pace, 13.9 percent in 1995. 
However, U.S. exports to devel-
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TABLE3 
Major Purposes of Economic Aid, 1993 

(Commitments as a Percent of Total Bilateral Aid) 

Program/ 
Infrastructure/ Social Budget Emergency Debt 

Country Production 1 Programs2 Asst. Food Aid Relief Other3 

Canada 24.0% 9.5% 4.0% 4.4% 4.2% 11.2% 42.2% 

France 23.4 38.1 15.0 0.4 2.3 1.9 19.1 
Germany 33.5 25.3 2.2 2.1 9.2 10.3 17.4 

Italy 17.6 14.9 1.4 5.5 20.3 30.6 8.7 
Japan 34.7 22.6 4.4 0.3 0.2 16.9 7.8 
U.K. 32.0 30.8 9.3 3.0 11.9 3.2 9.6 
U.S. 11.1 23.1 27.3 9.4 8.6 7.0 10.6 

OECD Average 31.4 25.1 9.7 2.8 6.1 10.2 14.7 

1. Transport and communication, energy, agricultural production, industry, mining and construction, trade, banking, and tourism. 
2. Education, health and population, and planning and public administration. 
3. Multisector programs, administration, and unspecified. 

Source: OECD, Development Cooperation 1995 Report. 

assistance to domestic procurement requirements, the 
United States should do so as well. 

However, the evidence on tied aid and how the 
United States compares with other countries is unclear. 
Comparative data issued by the Organization for Eco
nomic Cooperation and Development (OECD) show 
that the United States tied 42 percent of its aid in 1993, 
somewhat higher than the 36 percent average for all 
major donors and considerably lower than specific 
countries such as France (54 percent) and Germany (52 
percent). But the same data suggest that Japan main
tained the least tied aid program among all donors (14 
percent) in 1993. This runs counter to the general per
ception that Japanese aid is closely associated with 
trade and commercial objectives. "Informal" methods 
of aid tying can be applied by virtually any aid donor, 
and these methods are not necessarily reflected in the 
OECDdata. 

Aside from tied aid, donor countries can ensure that 
their assistance programs benefit both the recipient 
nations and their own business communities by how 
the aid is programmed. Usually, expenditures on large
scale capital projects-for example, roads, power 
plants, dams, telecommunications, and port facilities
offer significant export opportunities. Social sector pro-

grams-such as health, education, and family planning 
services- andnonproject assistance (cash transfers) can 
be used to procure U.S. technical advisors and U.S. 
products. Nevertheless, social sector projects generally 
yield fewer direct benefits to the donor's business com
munity, both in stimulating immediate exports and in 
providing long-term business opportunities. 

It is in this area-the use of economic assistance
that the United States differs significantly from most 
other donor countries and where there are frequent 
calls from U.S. exporters for change. As Table 3 shows, 
only about 11 percent of U.S. aidin 1993 was committed 
for infrastructure, industry, mining, and construction 
purposes, whereas the average figure for all other major 
donors was 31 percent, with Germany, Japan, and the 
United Kingdom spending above the average. For pro
gram and budget support assistance, where aid trans
fers do not necessarily result in procurement from the 
donor nation, the United States committed 27 percent, 
well above the 10 percent OECD average. At 23 percent, 
social program commitments by the United States were 
near the OECD average. How the U.S. programs its 
economic assistance compared with other donors con
tinues to be the subject of an ongoing debate in the 
search for a new program rationale. 
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Foreign Aid Strategies 
in the Post-Cold War Era 

F
or a number of years, there has been broad agree
ment that the U.S. foreign assistance program 
needs a major overhaul to establish a new ration

ale more attuned to changing American interests. Frus
tration has mounted, however, over Americans' 
inability to arrive at consensus or, at the very least, to 
engage in a substantive debate over what underlying 
strategies should drive U.S. foreign assistance. The anti
communism orientation of foreign aid is over, and the 
United States faces substantially different foreign and 
domestic challenges. Transnational concerns about the 
environment, ethnic conflict, health and diseases, immi
gration, narcotics trafficking, terrorism, and interna
tional crime have been elevated among U.S. interests, 
and the United States has been turning more frequently 
to multilateral institutions in addressing these global 
problems. 

The developing world itself, where most U.S. assis
tance has been spent since the 1950s, also has changed 
dramatically. Instead of a large single entity of similar 
nations, as it is often viewed, it is made up of countries 
with diverse interests, capabilities, and needs, posi
tioned at varying stages of economic development. The 
demands for aid provided by public sources-govern
ments and international agencies--have 
also shifted, declining in recent years. In 
1992, the levels of direct investment and 

sistance Act of 1961 remains the primary law guiding the 
program. It is still laden with Cold War policy provisions 
and contains multiple "primary" objectives for assis
tance programs-making for unwieldy priority setting 
and the accumulation of extensive congressional restric
tions and conditions on presidential management of the 
program. Efforts by Congress since 1989 to replace the 
1961 law have been unsuccessful, in part because of 
executive branch indifference, pressures brought by 
special interests, a growing focus on deficit reduction, 
and a lack of consensus on exactly what should replace 
the Cold War rationale for foreign assistance. 

In the meantime, cuts in USAlD operating funds are 
forcing major changes in how the agency will operate, 
how large a staff it will maintain, and where the United 
States will retain an aid presence. It is anticipated that 
by the year 2000, USAlD will maintain missions in 30 
countries and undertake aid programs in 75. By com
parison, in 1993, USAID had missions in 70 countries 
and implemented programs in more than 120. USAID 
employed 10,739 staff in 1993, including U.S. and for
eign-national direct hires, as well as American and 
foreign contractors, a level that fell to 7,724 in 1996 and 
is projected to approach 7,000 in 1997. 

CHART9 other private financial flows to developing 
nations surpassed the levels of publicly 
provided development aid for the first 
time since 1987. Private financial transfers 
grew to more than double the value of 
development assistance in 1995, repre
senting 67 percent of total net flows to the 
developing world (see Chart 9). Yet, hid
den in these global figures is the tremen
dous disparity among regions and catego
ries of nations to which private capital has 
flowed. In 1995, for example, developing 
nations in East and Southeast Asia re
ceived about 50 percent of net private 
flows from OECD countries, while those 
in Africa received about 6 percent, leaving 
some areas heavily reliant on develop
ment assistance. 

Private and Public Resource Flows to Developing Countries, 1987-95 

Although U.S. foreign aid policy has 
reacted incrementally to these fundamen
tal changes in recent years, an overall re-
assessment of the program rationale and a 
decision on a new set of strategies have not 
occurred. After 35 years, the Foreign As-
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CHART10 
U.S. International Affairs Budget, FY 1997 
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Source: House Appropriations Committee. 
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Even without a new foreign aid law, the State Depart
ment, USAID, and other aid agencies will continue to 
implement, under existing authority, policy and pro
grammatic changes, and . Congress will consider and 
approve foreign aid funding. But without a 
national debate, the emergence of a clear 
consensus on a new foreign aid rationale, 
and the enactment of a new foreign aid law, 
many question whether the existing percep-
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ments to balance the federal budget by 2002, plans 
that will require further spending reductions 
throughout government programs. The Presi
dent's current budget proposal forecasts that, af
ter two years of increased spending levels for 
foreign policy programs in 1998 and 1999 (two
thirds of which will go to foreign aid), the interna
tional affairs budget will again tum downward in 
2000, reaching $18.76 billion by 2002. Inreal terms, 
that would represent a cut from current spending 
of about 10 percent (see Charts 10 and 11). Con
gressional projections adopted last year result in 
an even more dramatic decline in resources, cul
minating in $14.18 billion by 2002. Although Con
gress may modify and increase its estimates dur
ing this year's budget debate, it is likely that both 
the executive and legislative branches will assume 
that foreign policy-and, as a result, foreign assis
tance-spending will drop over the next five 
years. Unless this downward trend can be turned 

around, critics say, an exercise to find consensus on a 
revised policy rationale and program purpose will be 
increasingly irrelevant to the task of ensuring that for
eign aid remains an effective tool of U.S. foreign policy. 

CHART 11 
U.S. International Affairs Budgets, FY 1977-2002 
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tion of foreign aid as a program ill-suited to 
promote U.S. global interests into the next 
century can be overcome. 
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Pressures to cut foreign aid spending will 
persist, and many believe that budget reduc
tions enacted during the past few years have 
brought the United States to a point where 
resources are not adequate to support what
ever emerges as the new foreign aid policy 
framework. During his final months in of
fice, former Secretary of State Warren Chris
topher frequently emphasized the dangers 
of what he called conducting U.S. diplomacy 
"on the cheap" -that is, a continuing slide in 
the foreign policy budget will jeopardize 
America's option of using diplomacy as the 
first line of defense, forcing policymakers to 
rely even more extensively on the military to 
address international crises and defend U.S. 
global interests. 

Nevertheless, both Congress and the 
Clinton administration have made commit-
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NPA's Aid and Development Project: 
The Participants' Views 

NPA'S AID AND DEVELOPMENT PROJECT 

F
or more than three years, the National Policy As
sociation has conducted a series of policy discus
sions and information-sharing meetings 

throughout the United States to address the goals and 
strategies of U.S. foreign aid and development assis
tance in the post-Cold War world. Funded in part by 
grants from the U.S. Agency for International Develop
ment and the Carnegie Corporation of New York, 
NP A's Aid and Development Project has held 12 day
long symposia and 12 working breakfasts at which· 
business and labor leaders, policymakers, academic ex
perts, and aid practitioners have discussed and debated 
a wide variety of issues. 

As noted in the preceding section, the environment 
in which foreign aid policy is made has significantly 
changed since NPA's project began. In 1993, less than 
two years after the Cold War formally ended, the key 
question facing participants at NPA events was what 
objective could replace anticommunism as a rationale 
of the foreign aid program. Since then, the change of 
party control in Congress, efforts to achieve a balanced 
budget, the continuing absence of a consensus on a new 
post-Cold War foreign policy direction, and a rise in 
isolationist sentiment expressed by some public figures 
have threatened the existence and content of much of the 
aid program. Budget cutbacks have squeezed existing 
aid programs and forced USAID to initiate a dramatic 
downsizing in personnel and in the number of missions 
around the world. Projected cuts over the next five 
years under present balanced budget agreements could 
severely affect the support provided by foreign aid for 
foreign policy priorities. 

Participants in NP A's programs increasingly re
flected these events in their discussions. In February 
1995, Representative Benjamin Gilman (R-NY), Chair
man of the House International Relations Committee, 
noted that foreign aid was "at a crossroads. . .. The 
question now is not whether our assistance will change, 
but how it will change." In July 1995, Julia Chang Bloch, 
Group Executive Vice President of the Bank of America 
and a former Ambassador to Nepal, noting the sympo
sium's topic- the future of foreign aid- remarked, 
"The more pressing question, it seems to me, is whether 
foreign aid has a future." By July 1996, Mark Clack, 
Washington Representative of Oxfam America, a pri
vate voluntary organization (PVO), pointed out the 
practical impact of budget cuts: "Sustainable develop
ment programs have borne a tremendous hit. ... Some 
of our funding decisions have affected our ability to 

enter into international agreements, specifically regard
ing the World Bank." Yet, according to the same 
speaker, these impacts are occurring even though "We 
are still struggling with what to do with foreign assis
tance in a post-Cold War world .... No decisions have 
been made and, really, no organized or structured de
bate has occurred surrounding the budget and policy 
priorities that our nation needs to follow through on to 
show greater clarity and direction, particularly on some 
of the thornier issues of the day." 

PERSPECTIVES 

During the past three years, NPA's Aid and Devel
opment Project has sought to stimulate that debate on 
aid and foreign policy priorities. It has continued to 
elicit diverse points of view from numerous speakers, 
including many representing business and labor, 
NP A's constituent communities for more than 60 years. 

NP A ensured that the views of members of the audi
ence, drawn from the ranks of labor, business, aid prac
titioners, academics, and other interested parties, were 
also heard. In addition to a question-and-comment time 
following each panel, most meetings contained an in
teractive session, at which audience participants were 
challenged to identify their own foreign aid priorities. 
These interactive sessions allowed the participants to 
think through the tough choices made by policymakers 
in attempting to allot limited resources among a variety 
of important and deserving goals. 

Although individual views varied widely, the fol
lowing somewhat condensed summary of U.S. business, 
labor, government, PVO, and other perspectives sug
gests the broad range of U.S. interests that are currently 
supported to some degree by U.S. assistance programs. 

Business Perspectives 

Speakers from the business world often stressed the 
usefulness of foreign aid in supporting commercial in
terests. Cherie Watte, Director of National Affairs and 
Research for the California Farm Bureau Federation, 
noted the benefits to the American farmer of both the 
food aid program and agricultural technical assistance. 
The former expands markets by exposing consumers to 
U.S. goods; the latter, by exposing U.S. companies to 
developing markets and foreign cultures, providing an 
introduction to future customers. Jean Pryce, Manager 
of Industry and Government Relations at General Mo
tors Corporation, put it simply: "Economic growth in 
emerging markets creates new business opportunities." 
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Although they saw the benefits of a government role 
in supporting trade and investment, many from the 
business community were concerned about the U.S. 
government's failure to adequately support such inter
ests. NP A's symposia offered evidence that there may 
have been some improvement in this regard. While 
Irwin Treiger, Chairman of the Greater Seattle Chamber 
of Commerce, argued in July 1994 for greater outreach 
by USAID to establish local partnerships to engage U.S. 
businesses as both participants and supporters of devel
opment efforts, George Pla, Chief Executive Officer of 
the Cordoba Corporation, informed his audience two 
years later that his company had been hired to help 
communicate USAID procurement opportunities to 
small businesses. 

Many business participants argued that efforts to 
promote economic growth in developing countries 
should include support for infrastructure development, 
such as building roads and telecommunications sys
tems. Perhaps the most eloquent proponent of this 
view was Moeen A. Qureshi, formerly a Vice President 
of the World Bank, now Chairman of Emerging Markets 
Partnership (and Chair of NP A's Board of Trustees). He 
proposed that the United States provide maximum sup
port to multilateral efforts in infrastructure develop
ment as well as to those U.S. government agencies that 
specialize in supporting the U.S. private sector abroad
the Export-Import Bank and the Overseas Private In
vestment Corporation. 

The business community, in particular, argued 
strongly that development assistance should target pri
vate sector entities rather than government. Ira Jackson, 
Senior Vice President and Executive Director for Exter
nal Affairs at the Bank of Boston, praised microenter
prise programs that ultimately allow people to feed 
themselves by giving them access to capital. At the same 
time, many business participants appeared to support 
the need for an environment in developing countries 
conducive to U.S. investment and trade. Jean Pryce 
called for programs that support "basic processes to 
open markets, like privatization [and] deregulation, 
and programs to develop legal systems, like enforceable 
property rights." 

Labor Perspectives 

Participants from the labor community expressed a 
different set of concerns. They did not disagree with the 
objective of helping other nations grow economically, 
but within that context they focused on the importance 
of protecting workers' rights in developing nations, 
democratic reform, and p romotion of the development 
of a civil society, and they argued for a foreign policy 
that supports human rights standards globally. At the 
Los Angeles symposium, Caroline Lauer, Director of 
International Affairs of the Service Employees Interna
tional Union, voiced concern that the aid program 
might be "encouraging the formation of business in 

foreign countries without concomitant workers' rights 
made available to workers in those countries." In her 
view, incorporating working conditions into U.S. aid pro
grams can level the playing field for business, keep 
workers from migrating from country to country in search 
of economic opportunity, and protect human rights. 

The labor community tended to agree with business 
about a preferred emphasis on nongovernmental insti
tutions. In this case, however, labor argued for a focus 
on development of grassroots civil institutions, such as 
labor unions and nongovernmental organizations 
(NGOs). One proponent, Kenneth Hutchinson, Execu
tive Director of the AFL-CIO's Asian-American Free 
Labor Institute, argued that support of unions is syn
onymous with support for democracy. 

An ongoing debate at NPA's meetings was whether 
economic and political reforms should be promoted 
simultaneously. It was an issue of special concern to 
many labor representatives because, they believe, the 
aid program seems to favor economic growth objectives 
over democracy-building goals. One member of the 
audience in San Francisco suggested that "You can't 
create democratic institutions when people are still 
hungry. You've got to take care of stomachs first, then 
the rest follow." Jesse Friedman, Deputy Executive Di
rector of the AFL-CIO' s American Institute for Free 
Labor Development, responded that if this were the 
case, the United States should help Cuba economically. 
At another symposium, Richard Wilson, Director of 
Programs of the Free Trade Union Institute of the AFL
CIO, argued that economic reforms in Russia are not 
sufficient: "Unless we have the building of a civil soci
ety of democratic institutions in this next period, reform 
is going to fail and it is going to fail soon." 

U.S. Government Perspectives 

Both USAlD officials and former State Department 
ambassadors, as well as members and staff of Congress, 
stressed how foreign assistance serves the national in
terest. In particular, they emphasized the role assistance 
plays in maintaining political stability, winning friends, 
and bolstering American leadership in the world. For 
many of these government representatives, aid is prag
matic self-interest. In the view of Colin Bradford, USAID 
ChiefEconomist and Assistant Administrator for Policy 
and Program Coordination, "Foreign aid isn't foreign 
aid anymore . ... I think we are doing international coop
eration in our national interest, rather than foreign aid." 

U.S. government speakers frequently stressed the 
consequences of not acting to help countries with for
eign aid . For example, if the United States failed to help 
with democracy building, explained Mark Schneider, 
USAID Assistant Administrator for Latin America, 
there would be more situations like that in Haiti, caus
ing thousands of immigrants to seek entry into the 
United States and millions of dollars in U.S. expendi
tures on military forces to keep the p eace. According to 
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Schneider, in this and other situations, there is an ex
plicit connection between foreign aid and U.S. interests: 
"The relationship is direct and immediate." 

The cost-effectiveness of foreign assistance was a 
recurrent theme of U.S. government participants. "De
velopment aid to Africa costs only a penny a day for 
Americans," stated John Hicks, USAID Assistant Ad
ministrator for Africa, noting further that "It is in our 
interest to avoid costly wars." In discussing U.S. inter
ests in central Europe, Ambassador Ralph Johnson, 
Coordinator for East European Assistance at the State 
Department, reminded the audience that the United 
States spent billions in defending itself from the threats 
emanating from that region. Consequently, "It seems 
worthwhile to invest a few hundred million dollars 
now in helping these countries become markets for us, 
in helping these countries achieve the political and 
economic stabilization that they need in order to be 
integrated into western Europe, which is in both our 
long-term political and economic interests." 

PVO Perspectives 

Private voluntary organizations-often key imple
menters of assistance programs in environment, health, 
microenterprise, disaster relief, population, and other 

areas-were also represented at NP A's meetings. A 
consistent focus of PVO participants was on the impor
tance of development and humanitarian assistance in 
meeting U.S. foreign policy objectives and expressing 
American values abroad. A second and related theme 
for PVO participants was the effectiveness of grassroots 
activities and the importance of local participation to 
project success. Peter Shiras, Director of Government 
Relations at InterAction, a consortium of more than 150 
private voluntary organizations, stressed the role of 
PVO-run development activities in "creating innova
tive, flexible types of programs which then become 
models of success." 

Other Perspectives 

The NP A symposia also included participants from 
academia, think tanks, consulting firms, and the media. 
Many of these offered unique and opposing points of 
view. Not all speakers favored even a particular type of 
foreign aid. For example, Melvyn Krauss, a Senior Fel
low at the Hoover Institution, argued that most eco
nomic aid was provided to governments, helping 
corrupt leaders stay afloat and working against the 
development of free markets. Others approved the 
principle of aid, but were highly critical of the practice. 

Findings of 
NPA's Aid and Development Project 

H
owever disparate the views of both audience 
and speakers during the more than three years 
of NP A's programs, a number of themes found 

fairly consistent approval and might be said to consti
tute the chief findings of NP A's Aid and Development 
Project to date. 

The United States must take a leadership role in the 
world. 

Participants agreed almost unanimously that the 
United States should provide leadership in the world. 
U.S. leadership acts both to further U.S. national inter
ests and to project U.S. values to others. The United 
States has both long-term and short-term interests. Its 
long-term interests are, among other goals, to establish 
stability and order in the world, to promote economic 
growth and trade that ultimately benefit the U.S. econ
omy, and to defend and project abroad its national 
values and beliefs. Among its immediate interests are 
current concerns such as maintaining peace in the Mid
dle East, forging a democratic and free market Russia, 

and mitigating famine and other human and natural 
disasters around the world. Most NP A participants 
perceived U.S. global leadership as necessary to ensure 
that the U.S. national interest is met. 

Foreign assistance is an important instrument of 
U.S. leadership. 

There are several instruments of U.S. leadership and 
influence in the world. These include the U.S. defense 
establishment, trade and export programs, the diplo
matic corps, informational and cultural dissemination 
programs such as Radio Free Europe, and the foreign 
aid program. Many participants at NPA's meetings 
argued that, of these, foreign aid is the most cost-effec
tive and in many cases the most important in achieving 
U.S. foreign policy goals. "U.S. foreign aid, economic 
aid, is a major factor for developing American influence 
abroad," noted former U.S. Ambassador to Egypt Her
man Eilts, Distinguished Professor of International Re
lations at Boston University. According to Ambassador 
Eilts, it is one of the few tools available to an ambassador. 



In many respects, foreign aid is better suited to 
achieving U.S. objectives than other strategies. In the 
view of USAID Administrator J. Brian Atwood, "It is 
the first line of defense for this country." Sally Shelton, 
Assistant Administrator of USAID' s Global Bureau, put 
the case more bluntly, pointing out that it is not the 
Defense Department that is assisting with the transfor
mation of society in Russia, South Africa, Haiti, Poland, 
the West Bank/Gaza, or Bosnia. She noted that it is 
because foreign aid addresses the root causes of conflict 
that then Secretary of Defense William Perry and Chair
man of the Joint Chiefs of Staff John Shalikashvili have 
implored Congress not to cut foreign aid. "Why? Be
cause if foreign assistance is cut back, that means more 
failed states will lead to the need for either UN 
peacekeeping activities or U.S. military involvement, 
which over time will create a greater financial burden 
on the U.S. military." 

Dean Paul Wolfowitz of the Paul H. Nitze School of 
Advanced International Studies at Johns Hopkins Uni
versity, a former U.S. Ambassador to Indonesia, argued 
that foreign aid is a more effective tool than is trade. "If 
we had a big aid program in China ... it would be a 
marvelous tool for trying to influence China on human 
rights policy." Using the threat of trade sanctions as the 
United States often tries to do is "like shooting yourself 
in the foot," according to Ambassador Wolfowitz. Am
bassador Ralph Johnson called foreign aid "an appro
priate tool for exercising American leadership." He 
pointed out that "The broad policies of the Agency for 
International Development come from Washington ... 
coordinated by [the Department of] State and the Na
tional Security Council. [Therefore], aid is not at odds 
with U.S. foreign policy." Yet, warned Aaron Williams, 
Executive Secretary ofUSAID, "We appear to be getting 
ready to throw away the tools that have helped America 
maintain leadership in the world for 50 years." 

Foreign assistance can and should be used effectively 
to support U.S. political and strategic interests. 

The U.S. ambassadors who attended NPA's meet
ings each strongly endorsed the use of foreign assis
tance to achieve U.S. political ends because they knew 
from personal and historical experience that aid sup
ports such objectives. Assistance has long been justified 
to counter communist influence-for example, in 
Europe under the Marshall Plan and in Latin America 
under the Alliance for Progress. To be sure, assistance 
has not always worked as intended. In an effort to win 
friends, the United States supported authoritarian lead
ers in Zaire, Ethiopia, the Philippines, and many other 
parts of the world. The United States won the Cold War 
with a policy of containment that was a program of 
foreign aid as well as defense, although some argue that 
the effort may have been misguided. 

The Middle East remains a region of U.S. interest. In 
the view of William B. Quandt, Byrd Chair in Govern-
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ment and Foreign Affairs atthe University of Virginia and 
a well-known expert on the Middle East, there are two 
main reasons for this interest-Israel and oil. The Israeli
U.S. relationship is special, and the importance of Israel's 
security and well-being is accepted by the U.S. political 
system on a bipartisan basis. As a result, Israel receives a 
major portion of U.S. aid, and that aid has proved 
successful, according to Quandt. As he observed in Sep
tember 1994, "Without the aid that we provided, it would 
be hard to make the case that Israel would be as secure or 
as close to peace as it is today." Western dependence on 
oil supplies from the Middle East makes it in the national 
interest to preserve stability and maintain stable oil prices 
in the process. Israel and Egypt, the Camp David peace
makers, together receive more than 40 percent of all U.S. 
assistance. Quandt argued that assistance to the Pales
tinians is also in the U.S. national interest as the Israeli
Palestinian agreement moves forward. 

The fate of the former Soviet Union, and Russia in 
particular, is another vital interest of U.S. foreign policy. 
Although it is no longer the threat it posed during the 
Cold War, Russia maintains an extensive nuclear weap
ons arsenal, and its political stability is uncertain. Further, 
it possesses enormous economic potential that could 
benefit the United States, and it has considerable influ
ence over the rest of the former Soviet Republics that 
may affect events in west and central Asia. For a num
ber of NP A speakers, including Clifford Gaddy, Re
search Associate at the Brookings Institution, and Jef
frey D. Sachs, Director of the Harvard Institute for In
ternational Development, aid programs are helping to 
transform the political and economic systems in Russia. 
Gregory Treverton, Director of the Center for Interna
tional Security and Defense Policy at the RAND Corpora
tion, noted that at the very least aid programs convey a 
"signal" of U.S. support for the transition process. 

Participants in NPA's interactive sessions consis
tently supported the use of foreign aid to further U.S. 
political and strategic interests in all the above men
tioned places, as well as in Bosnia, Rwanda, and other 
areas where U.S. interests seem to be at stake in the 
short or long term. In some cases, the political interests 
cannot be defined in geographic terms; for example, 
terrorism is a clear and immediate concern where aid 
can play a constructive role. 

Foreign assistance can and should be used effectively 
to support U.S. economic interests. 

There was nearly unanimous support at NPA's 
meetings for the premise that foreign aid has an impor
tant role to play in promoting the U.S. trade position 
and domestic economic health. In the view of Gregory 
Treverton, speaking at the Los Angeles symposium, it 
is understandable that such interests have become more 
prominent in U.S. foreign policy in recent years. After 
the Cold War, the world seems to many a more chaotic 
place, he maintained, no longer defined by the simple 
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external threat of communism. So people are turning to 
events closer to home and beginning to view U.S. secu
rity and interests increasingly in economic terms. 

It has been argued for years that foreign aid helps 
build markets for U.S. goods by helping less developed 
countries increase their economic growth and by en
couraging U.S. private investment overseas. In its early 
years and to a limited extent now, foreign aid provided 
capital goods and undertook infrastructure projects that 
introduced other nations to U.S. products and know
how. The food aid program continues that process. To
day, USAID helps countries create an environment 
conducive to U.S. investment by assisting in the reform 
of their economies-for instance, by helping to write 
commercial codes-and by helping small and medium
sized businesses develop. The Overseas Private Invest
ment Corporation provides guarantees to U.S. investors. 
The Trade and Development Agency funds feasibility 
studies that may lead developing country governments 
to use American firms for development projects. This 
and other assistance activities are cost-effective: each 
year, according to Sally Shelton of USAID, the United 
States exports 7 times more to South Korea and 12 times 
more to Taiwan than the United States ever gave them 
in all the years they received foreign assistance. 

Developing countries are increasingly becoming 
America's major export markets. U.S. exports to these 
countries grew an average of 14 percent per year from 
1987 to 1994, according to Ambassador Julia Chang 
Bloch, whereas exports to industrial countries grew 
only 9 percent per year. Moeen Qureshi made a similar 
point. Emerging market countries, he noted, are grow
ing at two or three times the rate of industrial countries. 
He predicted that their share of world GDP and world 
trade will exceed that of Europe or Japan within the next 
20 years or so. In Latin America, for example, there is 
an astonishing need for infrastructure, with 100 million 
people lacking safe water, 250 million lacking sewage 
services, 30 percent of the population lacking electricity, 
and 60 percent lacking phones. The logical conclusion 
is that U.S. assistance should be directed toward en
couraging the growth of ties between U.S. and develop
ing country private sectors to help fill such needs. 

But it was also strongly argued at NPA's meetings 
that countries such as Indonesia, Thailand, and Chile
the Koreas and Taiwans of the immediate future-are 
not the only emerging markets worthy of U.S. concern. 
John Hicks of USAID argued that African markets have 
great potential for America. There are many countries 
still far behind the more successful developing coun
tries that could benefit from a broader range of U.S. 
assistance efforts. In 1994, U.S. exports to Africa totaled 
$4.5 billion. The number of U.S. companies in South 
Africa has increased from 17 4 to more than 500 in three 
years. David Miller, Executive Director of the Corpo
rate Council on Africa, noted that in 1994, U.S. exports 
to Africa were 22 percent greater than those to the entire 
former Soviet Union. In a similar vein, Mark Schneider 

of USAID pointed out that U.S. exports to the Domini
can Republic are greater than U.S. exports to all the 
countries of eastern Europe. 

For many of these nations, more basic assistance is 
needed to help move their governments into reformist 
modes and to stimulate the growth of nascent private 
sectors. Given U.S. assistance levels, it is unlikely that 
aid alone can be responsible for developing country 
growth, but influencing government policy and pro
moting small and medium-sized businesses and the 
organizations that represent them can have a powerful 
impact. Among other types of assistance, NP A partici
pants recommended educational exchanges because 
Africans and Asians returning from the United States 
become great proponents of U.S. goods and influence 
purchases made by governments and businesses. As 
Ambassador Paul Wolfowitz pointed out, "They speak 
our language and understand how we think, giving the 
United States an enormous competitive advantage." 

Foreign assistance can and should be used effectively 
to project U.S. values abroad. 

The speakers and the audience participants at NPA's 
meetings consistently supported the idea that it is in 
the U.S. national interest to project U.S. values and be
liefs and ultimately to persuade other nations to adopt 
similar ones. These values include a belief in a demo
cratic system of government and in protecting human 
rights. Some argued that U.S. positions on the environ
ment, on combating diseases such as AIDS, and on the 
role of women in society are also core values that should 
be conveyed through the use of foreign assistance. 

Foreign aid has been used to great effect in promot
ing democratic systems in recent years, particularly in 
central Europe, the former Soviet Union, and South 
Africa. The Clinton administration has made promo
tion of democracy one of the major pillars of the USAID 
program. Among the activities funded by the assistance 
program are the introduction of jury systems and sup
port for legislative bodies in the former Soviet Union, 
support for indigenous NGOs working in a wide vari
ety of sectors in most recipient countries, and assistance 
to electoral commissions and training for political par
ties in South Africa, Russia, and elsewhere. 

Withdrawal of foreign aid has often been used as a 
threat to protect human rights. Aid was used to help end 
apartheid in South Africa. It has been provided to encour
age the development of labor unions to protect workers' 
rights. In former communist countries, assistance is 
being directed toward advocacy NGOs to help them 
defend the rights of various constituency groups, from 
the disabled to veterans. 

Foreign assistance can and should be used to meet 
humanitarian needs around the globe. 

Whether caused by human conflict or nature's own 
devastation, humanitarian crises are tragically common 



around the world-from Rwanda to Bosnia there were 
65 such crises in 1995 alone. Historically, the U.S. gov
ernment and the American people have responded gen
erously in these situations, even in cases where political 
interests may not mesh with humanitarian pursuits. In 
opinion polls, the American public shows unequivocal 
support for the humanitarian relief component of the 
foreign assistance program. 

There was unanimous agreement among NP A par
ticipants that aid used to help refugee and other disaster 
victims reflects core American values and should be 
continued. The traditional U.S. response to the wide 
range of humanitarian situations has been food assis
tance, medicine, and related logistical support. But as 
Nancy Aossey, President and ChiefExecutive Officer of 
the International Medical Corps, noted at the Los An
geles symposium, the United States not only plays a 
moral leadership role in disasters, but also plays a 
financial leadership role by influencing the level at 
which other donors set their contributions. 

In addition to meeting moral and charitable aspira
tions, humanitarian assistance remains popular rela
tive to other types of foreign aid partly because of its 
highly visible impact. Relief is direct, immediate, and 
measurable. However, many speakers at NPA's pro
grams argued that the much less visible assistance 
provided with the more long-term purpose of advanc
ing a country's development would significantly help 
avert many humanitarian crises such as famine and 
refugee situations caused by political instability. These 
crises are increasing and, in the view of Lois Richards, 
Deputy Assistant Administrator of USAID' s Bureau of 
Humanitarian Response, they are more complex and 
protracted than ever before. "Just over the past 10 
years, the number of disasters declared by U.S. ambas
sadors ... has nearly doubled," Richards pointed out. 
As humanitarian assistance needs rise, they threaten to 
severely drain funds from other foreign assistance 
objectives. 

Development assistance programs aimed at the poor 
are an important means of meeting many U.S. foreign 
policy objectives. 

Bilateral development assistance, representing only 
one-fifth of the entire U.S. aid program, is the only 
component of the program directed mainly toward 
meeting the basic human needs of relatively less well
off people throughout the world. However, partici
pants at every int~ractive session held during NPA's 
meetings agreed that, in targeting the poor, this assis
tance also met the objectives- political, economic, and 
core value- of U.S. interests abroad. 

Yet, it is this aspect of foreign aid that people often 
find confusing and that draws the most criticism, per
haps because it is perceived as being poorly defined and 
aimed at too many objectives. Recent budget cuts have 
sliced about 25 percent from the development assis-
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tance account. Extrapolating from speaker and audi
ence comments, it appears that participants see pov
erty-related assistance as most valuable when it focuses 
technical assistance, training, and exchanges on human 
resource and quality of life activities-education, envi
ronment, health, and income issues-and emphasizes 
grassroots participation. 

Because of the long-term nature of these assistance 
activities, their results are rarely as clearcut as those of 
other types of foreign aid. However, many speakers 
credit this assistance with impressive accomplishments 
in a number of countries: reduction of child death rates 
by 50 percent; eradication of smallpox; a rise in child 
immunization rates to 80 percent; an increase of public 
access to clean water from 35 to 70 percent; growth in 
adult literacy from less than half the population to 
two-thirds; and an increase in food production and 
consumption, growing 20 percent faster than the popu
lation. 

As discussed earlier, many speakers stressed the 
importance of developing countries to the United 
States, both economically and politically. Develop
ment assistance is designed to make a long-term im
pact in the developing world. If inequities in the distri
bution of wealth and power lead to instability, 
development assistance aims at mitigating those in
equities through investments in democracy and eco
nomic growth programs. As noted above, many argue 
that investing in development programs ahead of time 
would prevent manmade disasters that require more 
costly U.S. humanitarian aid. Efforts to stabilize popu
lation growth and improve human health can have a 
major effect on the United States. Eliminating measles 
worldwide would save $300 million per year in the 
United States through eliminating the need to inocu
late American children. If developing countries con
tinue to have major population growth, illegal immi
gration in the United States may be much higher. For 
example, according to Mark Schneider, Mexico's popu
lation dropped from 6.7 children per woman to 3.2, 
with USAID as a major external donor supporting 
population-related projects. NP A participants collec
tively agreed that a foreign policy aimed at meeting the 
political interest in stability, the humanitarian interest 
in helping the poor, and the economic interest in gen
erating new markets for trade and investment could be 
well served by development assistance programs. 

Participants also consistently stressed a preference 
for grassroots participatory assistance practices rather 
than government-to-government aid. Even self
described critics of foreign aid made an exception for 
small-scale PVO- and NGO-run programs such as mi
croenterprise finance assistance or farmer-to-farmer 
projects. Many believed that most kinds of assistance 
would be more effective if local people were deeply 
involved in the planning as well as the implementation 
phases of a project. According to Sally Shelton, USAID 
has been moving in this direction. She pointed out that 
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30 percent of USAID funds go to NGOs and that this 
number is likely to increase. 

Foreign assistance programs must be administered 
effectively and efficiently. 

Polls show that many Americans believe that foreign 
aid is riddled with waste and corruption. Although few 
NP A participants adopted this view unequivocally, many 
stressed the importance of making foreign aid work well. 
While aid has the potential to meet U.S. political, eco
nomic, and humanitarian interests as well as convey 
American values, it will meet these objectives only if 
administered in an efficient and effective manner. Many 
speakers noted the achievements of foreign assistance 
during the past 50 years, but even the most stalwart 
supporters noted that there had also been failures. Am
bassador Julia Chang Bloch argued in favor of aid but 
suggested that there were layers of ineffective pro
grams that could be "swept away." Some proponents 
stressed that even good programs could be improved. 

USAID officials speaking at NP A's meetings pointed 
to numerous efforts to counter the public impression of 
mismanagement. They discussed an array of reforms 
that have taken place in the past four years, including 
establishment of a results-oriented evaluation system 
and elimination of programs where recipient govern
ments are not serious about pursuing sound economic 
policies and therefore will not make good development 
partners. 

The American people should be better informed 
about the role of foreign assistance in facilitating 
U.S. foreign policy. 

NP A participants strongly agreed that foreign aid is 
a valuable tool of U.S. global leadership and an impor
tant mechanism for meeting a variety of vital U.S. na
tional interests. While they agreed that the U.S. budget 
deficit should be brought under control, they argued 
that it is both shortsighted and not cost-effective to 
target foreign aid programs for budget cuts. 

To ensure the continuation of funds sufficient to 
meet U.S. foreign policy interests, widespread public 
support is necessary. However, the public has many 
misconceptions about foreign aid. One is the level of aid 
funding. The 1995 poll by the University of Maryland 
and the Center for the Study of Policy Attitudes shows 
that the average person believes that foreign aid ac
counts for 18 percent of the federal budget. Yet polls 
also suggest that, if better informed, the public would 
support assistance. In the University of Maryland poll, 
when people were asked what they thought about a 1 
percent budget allocation-slightly more than the real 
amount-79 percent responded that it was about right 
or too little. Other polls find strong support for humani
tarian relief as well as for assistance efforts tied directly 

to meeting U.S. national interests. Yet according to the 
rhetoric frequently heard in the debate on foreign aid, 
the public does not often see a link between U.S. inter
ests and aid, and it also appears to believe that most aid 
is wasteful and subject to mismanagement and corrup
tion. 

If the public is going to revise its views on foreign 
aid, the U.S. political leadership will have to make a case 
for the connection between assistance and U.S. inter
ests. What return does the American public get from 
foreign aid? This argument can best be made by the 
foreign policy leadership in the American government, 
but the general consensus of participants at NP A's 
meetings was that the argument has not yet been made 
strongly enough. 

NP A participants argued that there is sufficient rea
son for the Secretary of State and other major figures in 
the U.S. leadership to make the case with the American 
people for foreign aid funding. Perhaps the most articu
late presentation of this argument came from Jeffrey 
Sachs, who spoke at the Boston symposium in Novem
ber 1995: 

We are at a time in the world right now where there 
actually is a tremendous case for U.S. involvement and 
financial assistance. We're at a defining moment in the same 
way that the period after World War II was a defining 
moment, and there, I think, the United States showed the most 
splendid global leadership of any country in modern histon; 
by Jar because we recognized responsibilities and also we 
recognized that we could help shape the world that we were 
going to live in. We have a chance to do something ven; big 
again ... and yet strangely enough we see it as a moment to 
turn purely to our domestic interests. I think that this is a 
ven; dangerous, shortsighted calculation, especially when 
we're talking about amounts of monet; from our budget that 
are diminutive compared to the opportunities. 

What is happening in the world, not just the post
communist world, is a tremendous, historically unprece
dented sea change in ideas. I count about 3.4 billion people 
living in countries right now that are undergoing fu.nda
mental economic reform. Now the entire continent of Latin 
America is democratic. Even in sub-Saharan Africa, there 
have been about 30 democratic transitions in recent years. 
But you look at country by country and the situation 
remains fragile, unstable, uncertain, with the possibility 
of falling back as much as going forward. What we have 
been hoping for and working for as a nation is closer at 
hand than it's ever been in world histon;. Foreign aid can 
help consolidate a democratic transition and help consoli
date market economic reform. We want to use aid in the 
enlightened self-interest of helping to create a stable world 
based on democratic and market-based values. 

NP A participants, by and large, believe that a com
pelling case can be made for a foreign aid strategy that 
is sensitive to America's changing priorities. They are 
waiting for it to be made and acted upon by America's 
leadership. 



Appendix 
NPA's Aid and Development Project: 

Symposia and Working Breakfasts, January 1994-May 1997 

SYMPOSIA 
Symposium #1, U.S. Foreign Aid and Development: Goals and 
Strategies for the Post-Cold War World (New York, Jan. 27, 1994) 

Sponsors: Citibank; and Amalgamated Clothlng and Textile 
Workers Union (ACTWU) 

Symposium #2, U.S. Foreign Aid and Development Assistance: 
What Should We Be Doing? (Seattle, May 18, 1994) 

Sponsors: Trade and Development Alliance of Greater Seattle; 
SeaFirst Bank; and AFL-CIO Region IX 

Symposium #3, Sustainable Development vs. Food Aid: Conflict or 
Confluence? (Des Moines, June 28, 1994) 

Sponsors: Pioneer Hi-Bred International, Inc.; and AFL-CIO 
Region XII 

Symposium #4, U.S. Foreign Aid: Fostering Economic Develop
ment (Chicago, Oct. 6, 1994) 

Sponsors: McDonald's; Illinois Department of Commerce and 
Community Affairs; Ameritech; Illinois State AFL-CIO; and 
AFL-CIO Region I 

Symposium #5, U.S. Foreign Assistance Priorities: Responding to 
Humanitarian Crises (Atlanta, Jan. 26, 1995) 

Sponsors: Citibank; AFL-CIO Region V; Spelman College; and 
Southern Center for International Studies in Atlanta 

Symposium #6, The Business of Foreign Aid: Paying for the Pro
grams (Pittsburgh, Apr. 20, 1995) 

Sponsors: United Steelworkers of America; AT&T; AFL-CIO 
Region ill; and Pittsburgh Council for International Visitors 

Symposium #7, Foreign Aid: An Instrument of U.S. Leadership 
Abroad (San Francisco, July 13, 1995) 

Sponsors: Bank of America; AFL-CIO Region VI; Levi-Strauss; 
ACTWU; Charles Schwab and Co.; and Pacific Gas Transmis
sion Co. 

Symposium #8, Foreign Aid: An lnstmment of U.S. Leadership 
Abroad (Boston, Nov. 16, 1995) 

Sponsors: Bank of Boston; New England Regional AFL-CIO; 
Communications Workers of America; NYNEX; World Af
fairs Council of Boston; MIT's Center for International Stud
ies; and Environmental Business Council of New England 

Symposium #9, Foreign Aid: An lnstmment of U.S. Leadership 
Abroad (Dallas, Jan. 25, 1996) 

Sponsors: Exxon; AFL-CIO; Texas Farm Bureau Federation; 
International Small Business Development Center; World Af
fairs Council of Dallas; Institute for the Study of Earth and 
Man at SMU; and Dallas Young Professional League 
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Symposium #10, Foreign Aid: An Instmment of U.S. Leadership 
Abroad (Los Angeles, May 14, 1996) 

Sponsors: Charles Schwab and Co.; AFL-CIO; Citibank; AFL
CIO Department for Professional Employees; AFL-CIO Re
gion VI; and Export Small Business Development Center 

Symposium #11, Foreign Aid: An Instrument of U.S. Leadership 
Abroad (Detroit, July 18, 1996) 

Sponsors: General Motors; AFL-CIO; United Auto Workers; 
Michigan Small Business Development Center; and Detroit 
Council for World Affairs 

Symposium #12, Private Sector Perspectives on Building a Coher
ent Development Policy (Minneapolis-St. Paul, May 20, 1997) 

Sponsors: 3M; Ellerbe Becket; Minnesota Trade Office; Hubert 
H. Humphrey Institute of Public Affairs; Minneapolis Central 
Labor Union Council of the AFL-CIO; Minnesota State AFL
CIO; and Minnesota International Center 

WASHINGTON WORKING BREAKFASTS 
What Should U.S. Aid and Development Priorities Be? (Nov. 16, 
1993) 

The Clinton Administration's Restmcturing of Foreign Aid and 
Development Assistance Policy in the Post-Cold War World (Mar. 
1, 1994) 

Democracy and Free Markets: What Are Our Priorities? (Apr. 18, 
1994) 

Population Growth and the Global Environment: U.S. Foreign 
Assistance Priorities (July 11, 1994) 

U.S. Foreign Assistance Priorities in the Middle East (Sept. 20, 1994) 

U.S. Foreign Assistance Strategies in the Fonner Soviet Union 
(Nov. 18, 1994) 

U.S. Foreign Assistance Policies: A Congressional Perspective (Feb. 
28, 1995) 

Foreign Aid to Africa: How Can U.S. Interests Best Be Met? (June 
12, 1995) 

U.S. Aid, Capital Flows, and Development in Latin America (Sept. 
26, 1995) 

Alternative Approaches to Foreign Aid in Asia: Where Do U.S. 
Interests Lie? (Dec. 7, 1995) 

Innovation by Necessity: Strategies for More Effective and Less Costly 
Development Assistance (Mar. 5, 1996) 

The United States and the Developing World: A Vision for the 
Future (Sept. 20, 1996) 



National Policy Association 

The National Policy Association (formerly the National 
Planning Association) is an independent, private, non
profit, nonpolitical organization that conducts research 
and policy formulation in the public interest. NP A was 
founded during the Great Depression of the 1930s when 
conflicts among the major economic groups-business, 
labor, and agriculture-threatened to paralyze national 
decisionmaking on the critical issues confronting 
American society. NPA is dedicated to the task of get
ting these diverse groups to work together to narrow 
areas of controversy and broaden areas of agreement as 
well as to map out specific programs for action in the 
best traditions of a functioning democracy. Such demo
cratic participation, NP A believes, involves the devel
opment of effective government and private policies 
and programs not only by official agencies but also 
through the independent initiative and cooperation of 
the main private sector groups concerned. 

To this end, NP A brings together influential and 
knowledgeable leaders from business, labor, agricul
ture, and academia to serve on policy committees. 
These groups identify emerging problems confronting 
the nation at home and abroad and seek to develop and 
agree upon policies and programs for coping with 
them. The research and writing for the policy groups 

are provided by NPA's professional staff and, as re
quired, by outside experts. 

In addition, NPA initiates research and special pro
jects designed to provide data and ideas for policymak
ers and planners in government and the private sector. 
These activities include research on national goals and 
priorities, productivity and economic growth, welfare 
and dependency problems, employment and human 
resource needs, and technological change; analyses and 
forecasts of changing international realities and their 
implications for U.S. policies; and analyses of important 
new economic, social, and political realities confronting 
American society. 

In developing its staff capabilities, NP A increasingly 
emphasizes two related qualifications. First is the inter
disciplinary knowledge required to understand the 
complexnatureofmanyreal-life problems.Secondisthe 
ability to bridge the gap between theoretical or highly 
technical research and the practical needs of policymak
ers and planners in government and the private sector. 

Through its policy committees and its research pro
gram, NP A addresses a wide range of issues. Not all 
NP A trustees or members of the policy groups are in 
full agreement with all that is contained in NPA publi
cations unless such endorsement is specifically stated. 

For further information, please contact: 

NATIONAL POLICY ASSOCIATION 
142416th Street, N.W., Suite 700 

Washington, D.C. 20036 
Tel (202) 265-7685 Fax (202) 797-5516 

e-mail npa@npal.org Internet www.npal.org 
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Publications of 
NPA's Aid and Development Project 

U.S. Foreign Assistance: The Rationale, the Record, and 
the Challenges in the Post-Cold War Era, by Curt 
Tarnoff and Larry Q. N owels. This study, part of NP A's 
project with the U.S. Agency for International Develop
ment, presents the historical record and a snapshot of 
current U.S. aid and development activity. It also exam
ines whether U.S. aid and development assistance pro
motes economic security at home. The authors propose 
several foreign aid strategies for the post-Cold War era. 
NP A #275, 1994, 40 pp, $15.00. 

New Views 0 1t North-South Relatio11s and Foreign As
sistance, by Charles F. Doran, Joan M. Nelson, Thomas 
M. Callaghy, and Ingamar Hauchler, ed. Richard S. 
Belous and Sheila M. Cavanagh. This is the third vol
ume in NP A's Walter Sterling Surrey Memorial Series. 
Cold War foreign policy most often handled North
South relations as an adjunct to East-West relations, 
with America's conflict with the Soviet Union being 
paramount and developing nations playing a secon
dary role in the struggle. The demise of communism 
and the breakup of the Soviet Union have compelled 
U.S. public and private sector decisionmakers to con
sider the complexities of North-South relations, but the 
pole star by which they navigated the global strategic 
landscape for many decades is missing. NP A #27 4, 
1994, 56 pp, $8.00. 

Foreign Assistance in a Time of Constraints, by Barber 
Conable, Julia Chang Bloch, William Quandt, Clifford 
Gaddy, and John Hicks, ed. Richard S. Belous, S. Dahlia 
Stein, and Nita Christine Kent. This publication- the 
fourth in NPA's Walter Sterling Surrey Memorial Se
ries- is designed to facilitate the reexamination of U.S. 
foreign aid and development assistance in the changing 
international environment and in an era of a constricted 
U.S. budget. The chapters have been excerpted from 
speeches given by the authors at various meetings of 
NPA's Aid and Development Project during the year. 
NP A #276, 1995, 48 pp, $8.00. 

Emerging Markets and International Development: 
Options for U.S. Foreign Policy, by Moeen A. Qureshi, 

Jeffrey D. Sachs, Neil McMullen, and Gregory F. Tre
verton, ed. Richard S. Belous, S. Dahlia Stein, and Nita 
Christine Kent. This fifth volume in the Walter Sterling 
Surrey Memorial Series examines why emerging mar
kets are vital to U.S. business and labor and suggests 
ways the United States can play an influential role in 
fostering international development. Several of the 
authors explore the reasons that certain nations in the 
developing world are experiencing strong economic 
growth while others are stagnating. Some of the authors 
also look at the positive role that U.S. aid and develop
ment programs can play in fostering economic transfor
mation. NPA #282, 1996, 44 pp, $8.00. 

Looking Ahead. NPA's flagship quarterly journal pro
vides authoritative commentary on key topics of cur
rent interest. Three issues have focused on foreign 
assistance: 

• U.S. Foreign Aid at the Crossroads: Business and 
Labor Perspectives reviews key issues raised in 
NP A's Aid and Development Project events to 
that point in time (August 1995). 

• Reshaping U.S. Foreign Aid and Development Assis
tance in the Post-Cold War Era offers business, labor, 
private voluntary organization (PVO), and gov
ernment perspectives on the changes occurring in 
foreign aid funding (April 1994). 

• Foreign Assistance: An Instrument of U.S. Leadership 
Abroad is devoted to the proceedings of NP A's 
day-long symposium in Dallas, Texas, in January 
1996 (September 1996). 

Business & Labor Dialogue. This quarterly newsletter 
focuses on the U.S. role in international development 
from a private sector perspective. 

• Winter 1997--Comments from government, busi
ness, labor, and PVO leaders. 

• Spring 1997-Labor's view on overseas develop
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