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FOREWORD 

In the opinion of the m e m b e r s  of the Committee on Foreign In- 

vestment and Economic Development foreign aid i s  one of the mos t  

important and complex problems facing our country. 

F'articular attention is now being given in this country t o  that  

pa r t  of our foreign aid designed t o  a s s i s t  other nations speed the r a t e  

of economic development. There  a r e  different views a s  t o  the wisdom 

of extending such aid .  The re  is an even g rea t e r  divergence of views 

concerning the nature  and f o r m  which aid t o  economic development 

should take.  

I3ecause of the importance and complexity of the questions in- 

volved in  development aid,  the Committee has  ag reed  t o  conduct con- 

tinuing discussions of this  f ield.  As a f i r s t  s tep ,  the Committee asked 

the staff of the Council t o  prepare  a background paper sett ing for th  the 

basic  questions of policy concerning development aid.  The Committee 

found this  paper  useful.  It fe l t  that  other m e m b e r s  of the Council would 

likewi,;e find the paper  useful and requested i t s  publication. It is par -  

ticulal-ly t imely now t o  m e m b e r s  of the U . S .  Council s ince economic 

development is one of the main subjects fo r  discussion a t  the XVIth 

Congress  of the International Chamber t o  be held this  May at Naples.  

The Committee will welcome the views of other Council m e m b e r s  

on any of the policy questions r a i s ed  in the paper .  

August Maffry 
Chairman of the Committee 

on Foreign Investment and 
Economic Development 



FOREIGN ECONOMIC AID: 
BACKGROUND AND MAJOR POLICY CONSIDERATIONS 

Foreign aid  i s  today a major  ins t rument  of United States foreign policy. 

Tax  financed aid (unlike private foreign aid) can have no justification if i t  

does ]not contribute a s  much to  national secur i ty  and welfare a s  money spent 

on other purposes .  

This  brochure  s e t s  for th  briefly the ma jo r  policy questions concerning 

econa4mic development a id ,  i . e .  that  par t  of our foreign aid which i s  rendered 

t o  increase  the r a t e  of economic growth in under-developed countries.  De- 

ve1op:ment a id  i s  used h e r e  t o  include technical ass i s tance  and grants  o r  loans 

of capital .  

An organization of businessmen can mos t  profitably concentrate i t s  a t -  

tention on this  pa r t  of our foreign aid program.  The other components of our 

aid a r e  l e s s  appropria te  topics fo r  such an  organization to  consider.  The r e -  

construction phase following World War 11, once a major  aid objective, has 

now ended. Mili tary aid i s  largely determined by s t ra tegic  considerations.  

Emergency aid t o  other countries following a d i sa s t e r  such a s  a ma jo r  c rop  

fa i lu re  r equ i r e s  a ca se  by case  determination.  

Before  attempting to  appra i se  the role of development aid it will be 

useful t o  s ta te  what s e e m  t o  be the dominant fac t s  which our foreign policy 

mus t  meet .  

I .  THE MAJOR ELEMENTS O F  THE CURRENT SITUATION' 

A. The r is ing power and continued hostility of the U. S. S. R.  

Although the Soviet bloc contains 900 million people and a land a r e a  

four  t imes  the s i ze  of the United States ,  i t  i s  s t i l l  sma l l e r  than the United 

States in economic t e r m s .  Steel production in the Soviet bloc, fo r  example,  

to ta ls  only sixty million tons annually, compared t o  120 million in the U .  S. 



In the U.S. we generate three  t imes  a s  much e lec t r ic  power a s  the Soviet 

bloc. If the resources  of Western Europe a r e  added to  those of the U.S., the 

economic predominance of the Atlantic group of nations i s  much grea ter .  

The ra te  of economic growth in the Soviet bloc i s  higher than in the U. S. 

and considerably higher than in Western Europe. Economic growth in the 

Soviet bloc has been uneven with much grea ter  emphasis given to  capital 

goods than to  consumer goods. A recent  study by the Council on Foreign 

Relations concluded that the present r a t e  of growth in the Soviet bloc i s  

roughly one and a half t imes that of the Western nations and saw no basis  

for  assuming that this ra te  of growth will diminish substantially. It i s  es t im-  

ated that gross  investment in the Soviet Union currently amounts t o  a quarter  

o r  more  of the gross  national product whereas in the United States gross  in- 

vestment has fluctuated between one-sixth and one-fifth of gross  national 

product. 

I ~ L  spite of the higher ra te  of growth in the Soviet bloc, a t  present  the 

annual absolute growth in the West each year  i s  l a rge r .  The l a rge r  economic 

base in the West accounts for  this difference between the rate  of growth and 

the absolute growth of the two a r e a s .  

The present  ru le r s  of the U.S.S.R. seem committed to  the ultimate 

destruction of the United States and other western nations. Recently, for  

example, Khrushchev boasted that the communist nations will be on hand t o  

"bury" the democracies .  In pursuit  of this objective the U. S. S. R. i s  pressing 

i t s  ecor.omic penetration of the underdeveloped nations. It i s  estimated that 

the U. S. S. R. over the past three yea r s  has extended some $1.2  billion of 

aid to  these countries in the fo rm of long-term, low-interest credi ts  and 

other types of assis tance.  Fur thermore ,  the Soviets a r e  making intensive 

efforts to send their technicians to  the underdeveloped nations. Economic 



pene t ra t ion  of Afghanistan,  Egypt, India, and Syr ia  h a s  been pa r t i cu la r ly  

notable.  P o o r  p e r f o r m a n c e  on t r a d e  a g r e e m e n t s ,  however ,  h a s  caused  the 

U.S. S .  R. t o  l o s e  ground in s o m e  c o u n t r i e s .  

B .  Rapid changes  occur r ing  within Atlantic communi ty  

F a r  r each ing  changes  a r e  occur r ing  in  Wes te rn  Europe  which will  a l t e r  

our  r e la t ions  with our  c l o s e s t  a l l i e s .  T h e  United Kingdom and F r a n c e  face  

g rave  di f f icul t ies .  Both nations have weakened t h e i r  r e la t ions  with the under -  

developed na t ions .  Both have fai led t o  solve  the p r o b l e m  of inflation and 

suffer. ch ron ic  t roub le  with t h e i r  ba lance  of payments .  Both will  be affected 

by the continued uncer ta in t i e s  over  the availabil i ty of middle  e a s t e r n  oi l .  

Another m a j o r  development in Wes te rn  Europe  i s  the p roposa l  t o  c r e a t e  

a common m a r k e t  among the  s i x  nations of the European  Coal and Steel  Com- 

muni ty .  If t h i s  plan goes  f o r w a r d ,  a  new economic  groilping will have been 

f o r m e d  with a ski l led  and discipl ined population equal  in s i z e  t o  the United 

S ta tes  and with a combined output of roughly one four th  that  of the United 

S t a t e s .  T h i s  group of nat ions today suppl ies  u s  with one tenth  of our i m p o r t s  

and i s  the m a r k e t  f o r  one seventh  of our e x p o r t s .  G r e a t  Br i t a in  and other  

European  coun t r i e s  m a y  a l s o  become a s s o c i a t e d  with the common m a r k e t  

through a f r e e  t r a d e  a r e a .  If these  plans m a t u r e  we can  expect  tha t  Wes te rn  

E u r o p , ~  a s  a whole will  be in a posi t ion t o  a c t  with m o r e  vigor and independ- 

e n c e  than h a s  been poss ib le  s ince  World War 11. 

C .  The  demand of the  underdeveloped nations f o r  a  m o r e  rapid  r a t e  of 

econornic growth.  

1 .2  billion people live in the  underdeveloped,  non-communist  lands  oi 

A s i a ,  A f r i c a ,  the Middle E a s t ,  and La t in  A m e r i c a .  Conditions v a r y  widely 

among these  coun t r i e s  a s  r e g a r d s  endowment of na tu ra l  r e s o u r c e s ,  popula- 

tion p r e s s u r e ,  poli t ical  t r ad i t ion ,  p r e s e n t  outlook f o r  economic  growth,  and 



s o  for th .  They have in common a very  low level  of income (usually l e s s  than 

$200  per  capita) ,  shor tage of capital  and savings ,  widespread d i sease  and 

ignorance. They s h a r e  a n  intense des i r e  t o  improve the i r  own economic 

situation. Those nations which were  fo rmer ly  colonies a l s o  have g rea t  sens i -  

tivity against  anything which s e e m s  t o  them t o  resemble  a renewal of colonial- 

i s m .  

In many of these  countr ies  impatience fo r  rapid r e su l t s  and a shor tage  

of private en t repreneur ia l  talent  and capital have led t o  governments  taking 

considerable initiative in planning national economic development. Some of 

these  countries procla im themselves  soc ia l i s t ,  and in some  foreign pr ivate  

investment has  been viewed with suspicion.  

D. The growing dependence of the United States on foreign s o u r c e s  of 

raw ina t~er ia l s  . 
Tclday the United States i s  a net impor te r  of raw ma te r i a l s  t o  the extent 

of about ten percent  of our domestic needs .  The P re s iden t ' s  Mater ia l s  Policy 

Commission es t imated that  with proper  policies we will be able  t o  impor t  

roughly qua r t e r  of our raw ma te r i a l s  needs by 1975, and even a t  that  the 

PMPC considered that  the net d ra in  on our domestic r e s o u r c e s  would be 

g rea t e r  xhan desi rable .  We a r e  a lmos t  totally dependent upon impor t s  fo r  

our induistrial diamonds, t in ,  nickel, asbes tos ,  chromi te ,  graphi te ,  man-  

ganese,  m e r c u r y ,  mica ,  tungsten, and cobalt.  Our dependence on imported 

copper ,  lead,  zinc and i ron  ore  i s  r is ing sharply.  

As the PMPC made c l e a r ,  the choice before this  country i s  not between 

expanding our dependence upon foreign sou rces  or facing ruin.  The choice i s  

between seeking the lowest cost  sou rces  of raw ma te r i a l s  (whether foreign o r  

domestic)  o r  seeing the cos t  of production in th is  country steadily r i s e  be- 

cause of undue re l iance upon higher cost  domest ic  s o u r c e s .  



11. .PAST EXPERIENCE WITH FOREIGN AID 

The U. S. has  been extending foreign aid of a l l  types continuously s ince 

the end of World War 11. To date this  aid has  amounted t o  over $55 billion. 

This  aid has been given fo r  a wide var ie ty  of purposes:  emergency rel ief ,  

reconstruct ion of war  destruction, r ea rmamen t  of friendly nations, support  

t o  help maintain l a rge r  a r m e d  fo rces  than a nation could afford, and t o  s t imu- 

la te  economic development. Of these various purposes  we have had mos t  ob- 

vious success  and have spent by f a r  the g rea t e s t  s h a r e  of our aid on recon- 

s t ruct ion and ass i s tance  t o  nations in increasing the i r  defense capaci t ies .  

Since the s t a r t  of the Marsha l l  P lan  in 1948 through the middle of 1956 

according t o  International Cooperation Administration repor t s  only about $ 1 . 4  

billion has  been committed on actual  economic development aid.  The regional 

s h a r e s  have been roughly a s  follows: Latin Amer ica  $115 mill ion; Africa $45 

mill ion; F a r  E a s t  and South Eas t  Asia $390 million (pr imar i ly  India); and the 

Middle Eas t  $635 million (three-fourths t o  I s r a e l  and Iran) .  This aid has  

financed technical ass i s tance  and some capital  development. Some of the a s -  

s is tance which we have given in support  of foreign mi l i ta ry  fo rces  has  a l s o  

been of an  essent ia l ly  development nature .  Recently we have a l so  begun to  

move our agr icul tural  surp1use.s t o  some of these nations a s  a f o r m  of eco- 

nomic aid.  Under the agreements  t o  se l l  these  agricul tural  products,  the 

major  sha re  of the proceeds f r o m  the sa l e  of these goods is accumulated by 

the recipient government as a source  of development capital .  

111. THE MAJOR POLICY QUESTIONS 

1. What contribution can a program of development aid make t o  the 

security and general  welfare of the U .  S. ? 

This  i s ,  of cour se ,  the mos t  bas ic  question s ince a n  answer of "little 

o r  none" would lead t o  the conclusion that there  should be no development aid 



prog ram.  Insofar a s  an answer  has  been given by the interplay of pres ident ia l  

and congressional action,  i t  is on the side of saying that  a t  l eas t  a modest  ex- 

penditure for  these  purposes  is c lear ly  i n  the national in te res t .  So f a r  t he re  

has  bee:? fa i r ly  l imited experience with what outside ass i s tance  t o  economic 

developnlent can do. 

The importance of keeping the underdeveloped lands independent of 

commurlist control  and reasonably s table  is apparent .  We cannot expect t o  

maintain our f r e e  society surrounded by hosti le,  to ta l i tar ian s t a t e s .  Many of 

these  cc~untr ies  have ancient cul tures  which can  add t o  the r ichness  of our 

own lives and provide s t imulus  fo r  our own creat ivi ty .  The underdeveloped 

lands supply many of the raw ma te r i a l s  f o r  the developed nations.  They con- 

ta in  near ly  half of the world 's  population. 

P a s t  exper ience indicates that economic development a s  such  will not 

insure  political or  socia l  stabil i ty.  The p roces s  of growth may even be a 

disturbing fac tor  a s  old socia l  pat terns  b reak  down. However, if the people 

of a coulitry fee l  that  economic conditions a r e  improving,  even if only slowly, 

they a r e  likely t o  support  the existing reg ime.  It is a l s o  important  t o  socia l  

stability that the people of a country fee l  that rewards  and burdens a r e  being 

distr ibuied in  a n  acceptable fashion,  that the government is not cor rup t ,  and 

that  basic  human r ights  a r e  honored. 

Economic a id  cannot insure  that t he re  will be economic development. 

The pro<-ess  of economic growth i s  complex.  In the typical  underdeveloped 

country long-standing att i tudes which may be opposed t o  business  o r  other 

pract ical  pursui ts  mus t  change; the level  of education mus t  be substantial ly 

r a i s ed ;  .:he appropria te  balance mus t  be s t ruck  between the var ious  branches  

of econoinic activit ies s o  a s  to  avoid shor tages  and wasteful su rp luse s ;  the 

willingness t o  save and invest mus t  be increased ;  and s o  for th .  Foreign a id  



can help t o  reduce the force  of two fac tors  which r e t a r d  economic growth: 

(a) the shortage of capital  which ex is t s  until an economy reaches  a s tage 

where i t  can generate enough savings to  finance i t s  own fur ther  growth; and 

(b) the shortage of people t ra ined in  the neces sa ry  sk i l l s .  

2 .  What conditions should be attached t o  our  development a id? 

Since foreign aid i s  an  inst rument  of foreign policy, i t  should be used 

a s  effectively a s  possible t o  advance our total  foreign policy. T h e r e  has  been 

a tendency, par t icular ly  in  the Congress ,  t o  in te rpre t  th is  position t o  mean  

that we should a t tach t o  our economic development a id  conditions which r e -  

late to other par t s  of our foreign policy. The Batt le Act imposes  the specific 

conditions that  a nation mus t  ag ree  t o  prevent the shipment of s t ra teg ic  goods 

t o  the Soviet bloc if i t  i s  t o  receive economic aid .  One of the f ac to r s  causing 

Congl-ess to  reduce aid t o  India in the pas t  was dissat isfact ion over Indian 

fore ign  policy - a strongly implied condition fo r  fu r the r  a id .  

When conditions of this  s o r t  a r e  attzched, however,  a problem is a l -  

ways c rea ted  a s  t o  whether reduction o r  withdrawal of aid t o  enforce com- 

pliance does effectively contribute t o  our overal l  objectives. Since the non- 

econo~mic conditions we have attached t o  our economic aid re la te  t o  m a t t e r s  

which both we and the recipient countr ies  consider  highly important ,  i t  should 

be e x ~ ~ e c t e d  that when d isagreements  occur the question of whether o r  not aid 

is continued a t  a cer ta in  level may not be of paramount influence in determin-  

ing the action of the recipient .  

At the s a m e  t ime when aid i s  reduced o r  withdrawn the chances of 

achieving the basic  purposes  fo r  which the aid was originally rendered a r e  

thereby reduced. 

Another type of condition i s  that  which r e l a t e s  direct ly  t o  the purpose 

of ecor~omic  development. We could, fo r  example,  make  i t  a condition of aid 



that  count r ies  adopt moneta ry  and f i s c a l  policies which encourage savings  

and productive investment ,  that they improve the i r  educational sy s t em,  that  

they develop a feasible  plan f o r  economic growth, and s o  for th .  It i s  not a l -  

ways ea sy ,  however,  t o  ag ree  on what conditions a r e  conducive t o  p rope r  

economic growth. 

3 .  How much economic aid should be extended? 

A basic  considerat ion in judging what s i ze  development a id  p rog ram 

might ble undertaken i s  the es t imate  of how much foreign capi ta l  could use-  

fully be employed by the underdeveloped count r ies .  

A t e a m  of economis t s  a t  the Center f o r  International Studies,  MIT, has  

c o n ~ l u d ~ s d  that  the underdeveloped countr ies  together could usefully employ 

about $ 3 . 5  billion pe r  yea r  of additional foreign capital  if they made a vigor-  

ous effclrt t o  s t ep  up the i r  own economic development on the expectation that  

capi ta l  would be forthcoming f o r  sound pro jec t s .  According t o  the i r  e s t ima te s  

such additional capi ta l  would make  possible a n  annual i nc rea se  in living 

s tandards  of between 1 and 2 percen t  p e r  capita.  In actuali ty they anticipate 

that  these  count r ies  would never  be able  t o  mee t  th is  theore t ica l  goal and that  

i nc rea sed  foreign capi ta l  flows might never  exceed $ 2  billion p e r  y e a r .  They 

anticipa.te that  with the right kind of effort  and with this  outside a s s i s t ance  

the underdeveloped countr ies  could r each  a s tage  of self-financing growth in 

t en  o r  f if teen y e a r s .  

This  i nc rea se  in capi ta l  t o  the  underdeveloped nations could come f r o m  

pr ivate  s o u r c e s ,  the International Bank f o r  Reconstruction and Development, 

and other governments  a s  well a s  f r o m  the United States government.  As a 

bas i s  f o r  judging the possibil i ty of expanding these  other  sou rces  of foreign 

capi ta l ,  the following table indicates cu r r en t  annual r a t e s  of investment in 

the und2rdeveloped countr ies  f r o m  these  sou rces :  



Millions of dol lars  

P r iva t e  U. S. investment (net) 

IBRD (net) 98 

Other countr ies ,  public and pr ivate ,  
excluding investments in dependencies 
(net) 

4 .  What s o r t  of t ime  l imi t  should be se t  on the development aid pro- 

g r a m ?  -- 

U.S. a id  p rog rams  have been authorized on a yea r  t o  year  bas i s .  Each 

year  the Congress re-examines the basic authorizations a s  well a s  making 

the appropriations.  This is consistent with general  congressional budgetary 

pract ice  although f o r  l a rge ,  domestic construction projects  the Congress 

does make appropriations which have no t ime l imit .  The presen t  procedure 

insures  an  extensive annual congressional review of the aid program.  It has 

a l s o  produced a f a i r  degree of continuity in spite of the s h a r p  questioning of 

the program which occurs  each year .  

Since the process  of economic growth i s  a slow one which involves the / 
I 

development of many long range plans,  i t  has  been suggested that develop- 

ment  aid would be more  effective if funds could be committed which would 

assured ly  be available fo r  a t  l eas t  s eve ra l  yea r s .  

F o r  this reason it has  been suggested that  a modified development aid 

p rog ram should be undertaken which would avowedly be fo r  s eve ra l  y e a r s  and 

which would in some degree indicate the intention of this country t o  continue 

making ass i s tance  available for  this  period subject  always t o  the conditions 

: estab1,ished. Of cou r se ,  no congress  can legally bind a succeeding congress ,  
I 

but such  a s ta tement  of congressional intent would be significant. 

5 .  Should development aid be mainly in the f o r m  of loans o r  g ran ts?  

'The arguments  in favor  of making development aid pr imar i ly  in  the 



f o r m  of loans a r e  a s  follows: 

1. Long continued grant a id  c r ea t e s  ,a bad donor-recipient re la t ionship 

' between nations. 

2 .  The recipient  may come t o  take grants  a s  a m a t t e r  d right and sus -  

pect any conditions attached t o  such  aid .  

3. The donor may  t r y  t o  u se  grant  aid a s  a n  inst rument  of political 

p r e s s u r e .  

4. .  Grants  may be used m o r e  ca re l e s s ly  than loans and thus actually 

h a r m  t:he economic development of a country. 

The a rguments  in favor  of making development aid p r imar i ly  in  the  

f o r m  o:f grants  a r e  a s  follows: 

1. If government aid of this  s o r t  is needed, i t  is needed t o  m e e t  r e -  

quirements  which cannot be filled by the IBRD, Export-Import  Bank, pr ivate  

investment,  o r  other sou rces  of loan funds. 

2 .  If a way around th i s  di lemma i s  sought by having the government 

make soft loans (exceptionally low in te res t ,  long t e r m ,  or repayable in  the 

currensry of the bor rower) ,  these loans would be competing unfairly with ha rd  

loans s o  that  nations would be l e s s  inclined t o  seek  pr ivate  investment o r  

IB RD f.inancing . 
3 .  A nation which had borrowed through government channels on e a s y  

t e r m s  .would be l e s s  able t o  a t t r ac t  regular  l enders  because the borrowing 

capacity of these countr ies  i s  l imited.  

6 .  The re la t ion of mi l i t a ry  a id  p rog rams  to  economic aid p rog rams .  

Although mi l i t a ry  and s t ra teg ic  considerations mus t  play a l a rge  pa r t  

in determining the type and extent of mi l i t a ry  aid rendered t o  other nations,  

the effects of mi l i t a ry  a id  on the economies of other countr ies  should not be 

overlooked. The influence of such aid in the F a r  E a s t  i s  par t icular ly  apparent .  



In South Korea,  a nation of 20 million people, a standing a r m y  of 400,000 i s  

maintained. In Fo rmosa  with 8 million people an a r m y  of 300, 000 i s  main- 

tained. F o r c e s  of this s i ze  could not be kept up without substantial  mi l i t a ry  

and economic aid f r o m  the United States.  F o r c e s  of this s ize  a l s o  place a 

sever 'e drain  on the domestic r e sou rces  of these nations. 

7. The effect  of aid programs on the place of private en t e rp r i s e  i n  the 

under cleve l o ~ e d  nations. 

There  is f i r s t  a se r ious  semant ic  problem t o  cope with. Many of the 

l eade r s  of the underdeveloped countr ies  proclaim themselves  t o  be social is t .  

They rnay mean by this  belief in equality of opportunity, equitable distr ibu- 

tion af income, protection of the  individual against  r i s k s  over which he has  

no control ,  and s o  on. These  a r e  a fundamental pa r t  of capi ta l ism as i t  has  

developed in  the United States'. Leade r s  of many underdeveloped countries 

may a l s o  equate capi ta l ism with exploitation of the people, t remendous con- 

centrations of economic power in a few i r respons ib le  hands, ru th less  and 

wasteful competition, e tc .  

A m o r e  fundamental question concerns  the actual  effect  which aid might 

have on the future ro le  of private en t e rp r i s e  in the underdeveloped count r ies .  

There  a r e  those who believe that aid rendered t o  governments which a r e  

avowed1.y socialist ic will strengthen such governments i n  the way of govern- 

ment cc~ntrol  over the economy. Aid channeled through governments will tend 

t o  expand the government sec tor  of the economy. Based on this belief some 

have suggested that a condition f o r  aid should be that  recipient governments 

mus t  c rea te  a favorable c l imate  for  private en te rpr i se .  

Another viewpoint is that  a period of government directed development 

is necessary  t o  lay the foundations fo r  the development of a private en t e rp r i s e  

economy. Thus the government would be expected t o  build the transportation 



and co~rnmunications sys tems,  improve the level of education, and even a s -  

sume rnany normal  business r i sks  during a period when the economy is s t i l l  

too immature fo r  private enterprise  to  take such r i sks .  According t o  this 

view once an economy begins to  flourish, private enterpr ise  will inevitably 

becomiz more  important in the economy because it is a superior  method of 

carrying on production and distribution. 

8. Should aid by pr imar i ly  through bi lateral  arrangements  between 

this country and others o r  through mult i la teral  a r rangements?  

130th bi lateral  and multilateral aid can be used simultaneously. Fur ther -  

more ,  there  is not a sha rp  line separating bi lateral  f r o m  multilateral aid. 

The Colombo Plan,  fo r  example, combines elements of mult i la teral  and 

bi lateral  relations between nations. 

There  is a question of what the major  vehicle of an aid program should 

be. The arguments  in favor of bilateral ism a re :  

1. This procedure gives the U.S. more  control over the distribution 

of aid between various countries.  

2 .  It gives more  control over the use of aid within a country. 

3. Bilateral  programs a r e  said t o  be more  efficient and more  flexible. 

The arguments for  a multi lateral program a r e :  

1. Sensitive new nations will more  readily take guidance in connection 

with development plans f r o m  a multi-national group. 

2 .  Other capital-exporting nations would be expected to  contribute t o  

such a program. 
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