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To the Congress of the Unifed Stafes: .

In order to enable the United States, in cooperation with other
countries, to assist the peoples of economically underdeveloped aress
to raise their standards of living, I recommend the enactment of legis-
lation to authorize an expanded program of technical sssistance for
such areas, and an experimental program for encouraging the outflow
of private investment beneficial to their 2conomic development.
These measurss are the essentisl first steps in an undertaking which
will call upon private enterprise and voluntary organizations in the
Unitad States, as well as the Government, to take part in & constantly
growing efort to improve economnic conditions in the less-developed
regions of the world. P

The grinding poverty and the lack of economic opportunity for
many milions of people in the economically underdeveloped parts
of Afriea, the Near and Far East, and certain regions of Central and
South America, constitute one of the greatest chailenges of the wozld
today. In spits of their age-old economic und sucial handicaps, the
peoples in these areas have in recent decades been stirred and
awakened. The spread of industrial civilization, the growing under-
standing of modern concepts of government, and the impact-of two
World Wars have changed their lives and their outlook. They are
eager to play & greater part in the community of nations. -

Al those areas have 2 common problem. They must create a firm
economic base for the democratic aspirations of their citizens. With-
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out such an economic base. they will be unable to mees”
which the modern world has arcused in their peog
frustrated and disappointed, they may turn to falam¥ 3
hold that the way of progross lies through tyranny.: St

For the United States the great awakening of these-jreopids: Holds.
tremendous promise. It is not only a promise that new and stronger
nations will be associated with us in the cause of human freedom, it
is also a promise of new economic strength and growth for ourselves.

With many of the economically underdeveloped areas of the world,
we have long had ties of trade and commerce. In many instances
today we greatly need the products of their labor and their resources,
If the productivity and the purchasing power of these countries are
expanded, cur own industry and agriculture will benefit. Our ex-
pertence shows that the volume of our foreign trade is far greater with
highly developed countries than it is witi countries having a low
standard of living and inadequate industry. To inerease the output
and the national income of the less developed regions is to incresse
our own economic stability. ,

In addition, the development of these areas is of utmost importance
to our efforts to restore the economies of the free Europesn nations.
As the economies of the underdeveloped areas expand, they will pro-
vide needed products for Europe and will offer a better markes for
European goods. Such expansion is an essential part of the growing
system of world trade, which is necessary for European recovery.

Furthermore, the development of these areas will strengthen the
United Nations and the fabric of world peace. The preamble to the
Charter of the United Nations states that the economic and social
advancement of all people is an essential bulwark of peace. ITnder
article 56 of the Charter, we have promised to take separate action and
to act jointly with other pations ‘“to promote higher standards of
living, full employment, and conditions of economic and social- prog-
ress and development.”

Fer these various reasons, assistance in the development of the
economically underdeveloped aress has become one of the major
elements of our foreign policy. In my insugural address I outlined a
program to help the peoples of these areas to attain greater production
as 8 way to prosperity and peace.

The major effert in such a program must be loeal in character: it
must be made by the peuple of the underdeveloped areas themselves.
It is essential, however, to the success of their effort that there bhe
help from abroad. In some cases the peoples of these areas will be
unable to begin their part of this great enterprise without initial aid
from other countries, '

The aid that is needed falls roughly into two categories: The first
is the technical, scientiic, and managerial kiowledge necessary to
economic development. This category includes not only medical and
educationsl knowledge, and sassistance and advice in such basic fields
as sanitation, communications, road building and governmental
services, but also, aud perhaps most important, assistance in the survey
of resources and in planning for long-range economic development.

The second eategory is production goods—machinery and equip-
ment—and financial assistance in the ereation of productive enter-
prises. 'The underdeveloped areas need capital for port and harbor
development, roads and comrunicaiions, irrigation and drainsge
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projects, as well as for pubke utilities and the whole range of extrac-
tive, processing, and manufacturing industries. Much of the capital
reguired can be provided by these areas themselves, in spite of their
low standards of living. But much must come from abroad.

The two categories of aid are closely related. Technical assistance
is necessary to lay the groundwork for productive investment. In-
vestment, in turn, brings with it technical assistance. In Zeneral,
however, technical surveys of resources and of the possibilities of
economic development must precede substantial capital investment,
Furthermore, in many of the areas concerned, technical assistance in
improvirg sanitation, communications, or education is required to
create conditions in which eapital investment can be frujtful.

This country, in recent years, has conducted relatively modest pro-
grams of technical cooperation with other countries. 1In the field of
education, channels of exchange and communication have been opened
between ocur citizens and those of other countries. To some extent,
the expert assistance of a number of Federal ageneies, such as the
Public Health Service and the Department of Agriculture, has been
made available to other countries. We have also participated in the
activities of the United Nations, its specialized agencies, and other
international organizations to disseminate useful techniques among
nations,

Through these various sctivities we have gained considerable ex-
perience in rendering technical assistance to other countries. What
1s needed now is to expand and integrate these activities and to con-
centrate them particularly on the economic development of under-
developed areas. ’

Much of the aid that is needed can be provided most effectively
through the United Nations. Shortly after my insugiural address

this Government asked the Economie and Social Council of the-

United Nauions to consider what the United Nations and the special-
ized international agencies could do in this program.

The Secretary Generz] of the United Mations thereupon asked the
United Nations Secretariat and the secretariats of the specialized
international agencies to draw up cooperative plans for technical
assistance to underdeveloped areas. As a result, a survey was made
of technical projects suitable for these agencies in such felds as
industry, labor, agriculture, scientific research with respect to natural
resources, and fiscal managewent. The total cost of the program
submitted as a result of this survey was estimated to be a%;)ut
$35,000,000 for the first year. It is expected that the United Nations
and the specialized international agencies will shortly adopt programs
for earrying out projects of the type included in this survey.

In addition to our participation in this work of the United Nations,
much of the technical assistance required can be provided directly
by the United States to countries needing it. A careful examination
of the existing information concerning the underdeveloped countries
shows particular need for technicians and experts with United States
training in plant and animal diseases, malaria and typhus contre},
water suppiy and sewer systems, metallurgy and mining, and neariy
all phases of industry.

It has already been shown that experts in these fields can bring
about tremendous improvements. For example, the health of the
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people of many foreign communities has been greatly improved by
the work of United States sanitary engineers in setting up modern
watersupply systems. The food supply of many areas has been
increased as the result of the advice of United States agricultural
experts in the control of animal diseases and the improvement of
erops. _ These are only examples of the wide range of benefits resulting
from the careful application of modern techniques to local problems.
The benefits which a comprehensive program of expert assistance
will make possible can only be revealed by studies and surveys under-
taken as a part of the program itself.

To insugurate the program, I recommend g first-year appropriation
of not to exceed $45,000,000. This includes $10,000,000 already re-
quested in the 1950 budget for activities of this character. The sum
recommended will cover both our participation in the programs of the
International agencies and the sssistance to be provided directly by
the United States.

In every case, whether the operation is condneted through the
United Nations, the other international ageacies, or directly %y the
United States, the country receiving the benefit of the aid will be
required to bear a substantial pertion of the expense.

The activities necessary to carry out our program of technical aid
will be diverse in character and will have to be performed by a number
of different Government agencies and private instrumentalities. It
will be necessary to utilize not only the resources of international
agencies and the United States Government, but also the facilities and
the experience of the private business and nonprofit crganizations
that have long been active in this work.

Since & number of Federal agencies will be involved in the vrogram,
I recommend that the administration of the program he vested in the
President, with authority to delegate to the Secretary of State and to
other Government officers, as may be appropriate. With such admin-
wstrative flexibility, it will be possible to modify the management of
the program as it expands and to meet the practical problems that will
arise in its administration in the future.

The second eategory of outside aid needed by the underdeveloped
areas is the provision of capital for the creation of productive enter-
prises. The International Bank for Reconstruction and Development
and the Export-Import Bank have provided some capital for under-
developed areas, and, as the economic growth of these areas progresses,
should be espected to provide a great desl more. In addition,
private sources of funds must be encouraged to provide a major part
of the capital required.

In view of the present troubled condition of the world—the dis-
tortion of world trade, the shortage of doliars, and other aftereffects
of the war—the problem of substantially increasing the flow of Amer-
ican capital abroad presents serious difficulties. Tn all probability
novel devices will have to be employed if the investment from this
country is to reach proportions sufficient 4o carry out the objectives
of our program.

All countries concerned with the program should work together to
bring about conditions favorable to the fow of private capital. To
this end we are negotiating agreements with other countries to protect
the American investor from unwarranted or discriminatory treatment
under the laws of the country in which he makes his investment,
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In negotiating such treaties we do not, of course, ask privileges for
American capital greater than those granted to other investors in
underdeveloped countries or greater than we ourselves grant in this
country. We believe that American enterprise should not waste
local resources, should provide adequate wages and working conditions
for local labor, and should bear an equitable share of the burden of
local taxes. At the same time we believe that investors will send their
capital abroad on an increasing scele only if they are given assurance
against risk of loss through expropriation without compensatioxn, unfair
or discriminatory treatment, destruction through war or rebellion, or
the inability to convert their earnings into dolars.

Although our investment treaties will be directed at mitigati
such risks, they cannot eliminate them entirely. With the best ﬁ
i the world a foreign country, particularly an underdeveloped country,
may not oe able to obtain the dollar exchange necessary for the prompt
remittance of earnings on dollar capital. Damage or loss resulting
from internal and international violence may be beyord the power of
our treaty signatories to contrel.

Many of these conditions of instability in underdeveloped areas
which deter foreign investment are themselves a consequence of the
lack of economic development which only foreign imvestment can
cure. Therefore, to wait until stable conditions sre assured before
encouraging the outflow of capital to underdeveloped areas would

. defer the attainment of our objectives indefinitely. 1t is recessary

to take vigorous action now to break out of this vicious circle.

Since the development of underdeveloped economic aress is of major
importance in our foreign policy, it is appropriate to Use the resources
of the Goverament to accelerate private efforts towsard that end. I
Tecommend, therefore, that the Export-Import Bank be authorized
to guarantee United States private capital, invested in productive
enterprises abroad which contribute to economic development in
underdeveloped areas, against the risks peculiar to those investments.

This guaranty activity will at the outset be largely experimental.
Scme investments may require only a guaranty against the danger of
inconvertibility, others may need protection against the danger of
expropriation and other dangers as well. It is impossible st this
time to write & standard guaranty. The bank wili, of course, be able
to require the payment of premiums for such protection, but there is
no way now to determine what premium rates will be most appropriate
in the long run. Only experience can provide answers to these
questions,

The bank has sufficient resources at the present time to begin the
guaranty program and {0 carry on its lending activities as well without
any increase in its authorized funds. If the demand for guaranties
should prove large, and lending activities continue on the scale ex-
pected, it will be necessary to request the Congress at a later date to

- 1merease the suthorized funds of the bank.

The enactment of these two legislative proposals, the first pertaining
to technical assistanee and the second to the encouragement of foreign
investment, will constitute a national endorsement of g program of
major importance in our efforts for world peace and economie stability.
Nevertheless, these measures are only the first steps. We are here
embarking on a venture that extends far into the future. We sre at
the beginning of a rising curve of activity, private, governmental, and
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international, that will continue for many years tc come. It is all
the more important, therefore, that we start prompiiy.

In the economically underdeveloped aress of the world today
there are new creative energies. We look forward to the time when
these countries will be sironger and more independent than they are
now, and yet more closely bound to usgnd to other nations by ties
of iriendship and commerce, and by kindred ideals. On the other
hand, unless we aid the newly awakened spirit in these peoples to find
the course of fruitfu! development, they may fall under the control of
those whose philosophy is hostile to human freedom, thereby pro-
longing the unsettled state of the world and postponing the achieve-
ment of permanent peace.

Before the peoples of these areas we hold out the promise of a
better future through the democratic way of life. It is vital that we
move quickly to bring the meaning of that promise home to them
in their daily lives. :

. Harry S. TroMaNn.
Tre Werre Hous:, June 24, 1949.
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