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Introduction

IN |15 message of June 24, 1949, the President recommended to the
Congress the enactment of legislation to authorize an expanded pro-
gram of technical assistance to underdeveloped areas and an experi-
mental program for encouraging the outflow of private investment
beneficial to this economic development. Suggested drafts of bills
covering €ach of these programs have been informally submitted to
the Senate and House of Representatives. The bill relating to tech-
nical assistance has been referred to the Foreign Affairs Committee of
the House and to the Foreign Relations Committee of the Senate.
Hearings have been held by the Foreign Affairs Committee. The bill
relqting to encouraging foreign investment through guarantees
‘against certain risks has been referred to the Banking and urrency
Committees of both houses. Both committees have held hearings and -
have favorably reported bills. -
In the United Nations, the Economic and Social Council has ap-
proved an expanded program of technical assistance to be carried
out by the United Nations Secretariat and the specialized agencies
and has developed procedures and general policies to guide the op-
erations of these agencies on a coordinated basis. The General Assem-
bly has approved the plan. '
- The purpose of this document is to explain the nature, purpose,
scope, and operating arrangements for the proposed Point Four
Program and iis relation to the United Nations program.
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I. The Nature of the Ptograin—-—A Summary

Toe PresmEsT, in his Inaugural Address, outlined four courses of
action which he believed the United States should emphasize in its
iniernational relations in the coming years. Assuring the world of
steadfast adherence to our present policies, he said we will continue
to give unfaltermg support to the United Nations and related agencies;
~ we will continue our programs for world recovery; and we will
strengthen freedom-loving nations against the dangers of aggression.
Point Four. Then he added a fourth point: "we must embark on
a bold new program for making the benefits of our scientific advances
- and industrial progress available for the improvement and growth
of underdeveloped areas . . . . we should meke available to peace-
loving peoples the benefits of our store of technical knowledge in order
to help them realize their aspirations for a better Life. And, in co-

operation with other nations, we should foster capital investment in .

areas needing development. Ovr aim should be te help the free peo-
ples of the world, through their own efforts, to produce more food,
more clothing, more materials for housing, and more mechamcal power '
to lighten their burdens.”
This challenging proposal arose from a great neeci and from the N
‘interest of the United States in helping to meet this need. ' i
The Need. Two thirds of the world’s population live in economi- -
cally underdeveloped areas. These areas are roughly shown in white
on chart A. The areas of intermediate development are shown in -
grey and the more highly developed areasin black. The efforts of the - .
people of the underdeveloped areas to realize their full human caps-
bilities and to utilize the resources of the lands in which they live are
hindered by deficiencies in technical ~ “lls and in capital for essential
productive machinery. Asisshown in detail in appendix C, the aver-
- age anpual income of the people in these areas has been less than one
tenth of that of the people in the more highly developed areas. The
economic situation of most of the people of the underdeveloped areas
is far from good. The situation of many is dire.

Primitive agricultural conditions and inadequate transportatmn 0 .
~ limit the growth and distribution of food that the average food intake = =

for people in these areas is only 2,000 calories per day—Dbarely enough
to support life—and the diet is usually lacking in food elements
~ essential to health. As a result, malnutrition is general and starvation



frequent. Lack of basic public-health programs, of doctor and nurses
skiiled in modern medical science, and of hospitals and drugs leaves
many large sections of the human family prey to preventable or
curable diseases. Their ability to produce the necessities of Lfe is
consequently reduced. Their life expactancies are ne more than 30
years—far short of the span of which the human body is capable and
of the more thar 60 years which modern medicine makes possible in
advanced areas, The vocational skills of many of them are limited
to handicrafts assisted by primitive implements. The skills which
others have are made uaproductive by lack of modern equipment.

The peoples of such areas are unable to produce the raw materials
and finished goods which their physical well-being requires, which -
are needed by people in other countries, and which they would be
capable of producing if assisted by gr2at technical knowledge and
caph a1 equipment. For most of these people the horizon of knowledge
is limited to their own smail community, and their opportunity for
nsaterial advancement is no o-reater than its elementary and meager
resources.

These people in recent years have been stirred by a growmg aware-
ness of the possibilities of human advancement. They are seekmg a
tuller life and striving to realize their full capabilities. They aspire
toward a higher standard of living and better health and physical
well-being. Under present circumstances their poverty is not merely
2 handicap to themselves. By leaving them unable to fulfill their
reasonable aspirations, their misery makes them fertile grouand for
any ideology which will hold out to them promise, however false, of
means toward a better life. o

The U. S. Interest. The United States and other free nations of
the world have a2 common concern for the material progress of these
people, both as a humanitarian end in itself and because such progress
will further the advance of human freedom, the secure growth of
democratic ways of life, the expansion of mutually beneficial com-
merce, and the development of international understanding and good

-will. The matertal progress of these people can best be promoted

by the cooperative endeavor of all interested nations to help them

-meet their deficiencies. It is in the interest of the United States as
“well as in the common interest that such cooperative endeavor be
endertaken at once and in sufficient magnitude to be effective. :
Means Toward Economic Progress. As the situation now sta.nds,
poverty and lack of the knowledge and faciiities needed for pro-
duction are joined in a self-perpetuating vicious circle. It is possible
to break this circle by assisting the pesple of underdeveloped countries
in their efforts to bring about economic development which will lead
o higher standards of living and wider horizons of knowledge and .
opportunity. :

2



The Usuted States, acting through both private organizations and
the Government, is already sharing its technological knowledge w'th
other nations and participating in capital investment that assists them
in their economic development. Yet the principles which motivate
the proposed program, the magnitwde of its objectives, and the scale
upen which it is proposed to carry it ont make it 2 new and positive
step in & constructive American foreign policy, the enormous poten-
tiality of which has aiready gripped the imaginations and raised the
hopes of peoples throughout the world. _ '

National development must be based primarily on national re-
- sources and must come largely from the perple concerned. Assist-
ance and encouragement from abroad can help, but real achievement
must depend fundamentally upon the will and determination of the
pectle and the government involved. In the last analysis, econcemic
progress depends not oniy upon the resvurces but upon the resource-
fulness of the peovle. Tt is closely related to thei habits and attitudes
of work, saving, venturesomeness, and adaptabilicy. It depends also
upon. the sound functioning of their governments and the ability of
those governments to stimulate and mobilize domestic savma's_and to
channel them into productive investment, to maintain ﬁnancia.l stabil-
ity, and to undertake public service developments such as transperta-
- tion, communications, and power

The proposed program envisages two major methods by which in-
ternational cooperative effort can aid and accelerate economic develop-
ment. These ave the snaring of technical knowledge and skills and
the fostering of international investment in facilities and equipment.

. Technical Assistance. The first method of aiding econcmic da-

velopment is a problem in know-how and “show-how.” KExperience
has indicated that the United States and other countries which have
advanced technical and scientific resources can make them available
to underdeveloped areas through channels of private enterprise and of
government in a number of ways. These include helping to make

basic studies and surveys of economic problerus, needs, and potential |

lines of development ; furnishing expert advisers or missions to advise
- governments, private organizations, or business enterprises in de-
velopment projects; ]omt financing and administration of foreign
government. operations in fields esscatial to economic development ;
* helping to establish anc operate research and experimental centers
and laboratories; developing demonstration projects; providing on-
the-job fraining; furnishing and mstructmg in the use of sample ma-

erials and equipment; conmﬂtmg and advising with foreign visitors; o

translaiing and publishing specialized reports: assisting' technical

schools and universities; exchanging siudents and teachers in tech- . -

nical fields; bringing workers, supervisors, engineers, and executives

%o the more advanced countries to observe or train in their industrial ; -

3
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and other establishments; organizing international conferences on.
economic problems and providing technical data, publications, and
samples of materials for research and experimental purposes: and
establishing and operating technical libraries and film services. Many .

of these means of imparting knowledge are fundamental and will be

eontinued in or extended to each country paiticipating in the coopera-
tive effort for economic development. Others are adapted te partic-

qular cases and wiil be used where they will most effectively advance =

the purposes of the program. : _
Fostering Investment. The second method of speeding economic |

progress is by fostering internationsl investment, thus helping people

put to productive use the skills which they develop. New techniques

can advance economic development to only a2 limited extent unless

capital investment is taking place at the same time.

. The major part of the cap1ta1 invested in underdeveloped countnes

must come from sources within the countries themselves. ‘Even the o

Jeast developed countries have financial resources which are not being

used for constructive purposes and which can, with the adoption of .

appropriate measures, be mobilized for effective development. An
integral part of the technical cooperation program is to provide advice "

.and assistance in techniques to encourage, mobilize, and channel

domestic savings into productive investment. Nevertheless domestic =

savings, even though effectively mobilized, will be inadequate to sup- =

port a satisfactory rate of development. Supplementary capital will
be needed from abroad. Foreign investment played a significant part *
in the rapid development of the United States. It can play a decisive - -
pert in the accelerated development of other areas. It is important,
therefore, that appropriate measiires to encourage the international '
flow of investment capital be developed as part of the program. -
Some of the capital needed can be provided through governmental
loans or credits. The International Bank for Reconstruction and
Development and the Export-Import Bank of Washington are ex-

pected to continue and to expand their activities particularly in con:'

nection with projects in such fields as basic utilities, port and harbor - -
development, irrigation, reclamation, and the like which are not )

' usually appropriate for private financing. S
. Particular emphasis in the program is given, however, to the stimu- : o
latlon of a greatly expanded flow of private investment. The import-

ance of American private invesiment lies not only in the fact that -
it is potentially the major source of foreign funds for development -
purposes but also in the fact that it contributes to the development
process, enterprise, managerial experience, and technical knowledge -
as well. While the outflow of American private capital has been sub- -
stantial in recent years, it has been low in relation to the need for -
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deveiopment capital abroad and it has been concentrated in a few
areas and a few fields of activity.

An expanded flow of private investment abroad depends upon the
reduction or elimination of the risks peculiar to such investment which
tend to deter investors from participating in enterprises In many
foreign countries.

Among these deterrents are the unstable political conditions in the
world today, balance-of-payments difficulties leading to limitations
on the right to transfer earnings and capital, possibility of loss of
cwnership without compensation, and various restrictions imposed by
governments on the operation of foreign enterprise.

Much can be done to reduce the risks involved, through efforts
already under way to bring about conditions of greater political and
economic security in the areas concerned. In addition the negot;iation
of bilateral treaties with foreign governments which would give mutual
assurances of fair and equitable treatment and relieve the investor of -
the burden of double taxation should contribute to a more favorable
climate for foreign investment and give greater confidence to in-
vestors. Some of the deterrents, however, involve factors which may
‘be beyond the control of local governments. It is contemplated that
an experimental program of guarantees, both against the inconverti-
bility of foreign currency and against loss from expropriation, con-
fiscation, and seizure, be undertaken by the Export-Import Bank with
regard to U. S. private capital newly invested in productive enterprise -
abroad which contributes to the development of economically under-
developed countries.

Guarantees to investors should be balanced by guarantees in the
interest of the people whose resources and whose labor go into the
enterprise. These people have a right to expect that foreign investors
‘will observe local laws, maintain fair labor standards, pay their fair
share of taxes, and so conduct their enterprises that the local economy
as well as the investor will receive full benefit from the activity.
Although every proper 2id will be given to private initiative and enter-
prise, there is no intention of asking treatment for American capital
more favorable than that enjoyed by the investors of the receiving
countries or of other countries or more favorable than the United
States grants to foreign investors i its own territory. :

Cooperation. Although the United States may take pride in its
development of industrial and scientific techniques and of capital
resources, and may feel a deep sense of the responsibility which springs
from its good fortune and achievement, the United States recognizes
that it has no monopoly of either technology or exportable capital.
The greatest progress can be made only through the cooperation of
other nations which are willing to pool their technological resources

'in the common cause or which have capital to invest abroad. .
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It is proposed that this be a cooperative enterprise in which all na-
tions work together through the United Nations and its specialized
agencies wherever practicable. Itis also intended to work with other
international groups, such as the Orgamization of American States
and its specialized agencies, whick have objectives in common with
those of the United Nations. In general. international organizations
will be encouraged and aided in carrying out such technical coopera-
tion programs as promise to be effective under international suspices.
It is contemplated that the United States will undertake bilateral ar-
rangements for desirable projects whenever international organiza-
tions cannot or will not undertake them or such projects can be more
effectively operated in this manner. It will be necessary to consider
bilateral, regional, and more broadly international projects in their
relationship to each other so that insofar as possible they c-i)mplement'
and mutually support each other.

Aid in Response to Bequests Only. This program is not an attempt
to force American ways or American capifal upon the people of other -
nations. It has come into existence only because of the real needs and
expressed desires of many peoples. What is envisaged is a program
- of development based on the concepts of democratic fair dealing. In-
dividual technical cooperation projects under the program will be
undertaken by the United States only in response to requests. Each
- such project will be devised and controlled to benefit the peoples of the
areas at whose request it is being instituted. The part of the United
States in any agreed project will remain that of cooperative assistance.
The United States will not take responsibility for seeing that economic
development actuaily takes place or for providing all the necessary
elements. These respcns;bﬂltlas will remain with the country request-
ing assistance.

Long-Term Process. Economic development is a long-term process.
Consequently, this must be a long-range program. Its duration and
suceess will be measured in decades rather than years. Spectacular
results cannot be expected immediately. The cooperation which it
envisages should be thought of as continuing for many yesrs, and
long-range projects necessary for the most beneficial development of .
each country’s resources must be inciuded. _

Today's needs are urgent. Without prejudice to the long-range
development aspiration of other peoples, top priority should be given
to requests for cooperation in connection with economic development
projects which can be undertaken promptly and which will make the
greatest net econtribution within a reasonable time period.

Benefits Exceed Costs. Finally, it must be emphasized that the
resulés which may flow from a program of this type are far out of
proportion to itscosts. A number of illustrations of significant accorn-
plishments achieved by a small mv%‘tment of skilled manpower and
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money are set out in appendix E. In comparison with other U. 8.
and international assistance programs, the cost of the technical
cooperation program here proposed is exceedingly modest. The ap-
propriations requested for the first year of operation amount to approx-
imetely $45,000,000. The salaries and espenses of the few thousand
technicians, experts, and students who will be direct participants in.
the projects to be undertaken cannot be compared with the cost of the

large shipments of commodities which are essential to the success of 2 - |

number of other programs. But the efforts of these few thousand
persons will be multiplied many times as they stimulate increasing and
more effective activities on the part of the populations of underdevel-
oped areas. The value of the program should be measured in human
terms, not in dollars. :

The guarentee mechanism proposed is a second kind of operation
the results of which should far outweigh any costs incurred. The
total capital guaranteed—all of it contributing to economic develop-
ment abroad—will certatnly far exceed claims arising for dollar pay-
ments under the guarantee program, and the cost to the U. 8. Govern-

- ment of such claims will be reduced to the exten’, of the fees charged
and the funds recovered from local- currency assets acquired when'
claims are paid off. .

Administration. "In an undertaking as complex as this, careful -
groundwork must be laid for effective administration. This ground-
work includes the planning that other governments and the interna- -
- tional organizations will need to undertake, the negotiations that will
need to be carried out by this Government in order to establish mutu-
ally satisfactory arrangements for the cooperative activities planned,
the recruitment of qualified techmicians willing to serve abroad for
considerable periods. of time, and arrangements within this country
for the training of workers and administrative personnel of all
technical levels, from other countries.

An Evolutionary Program. It is therefore impossible to formulate.
far in advance complete plans for an enterprise of this sort. At this
time it is possible to plan only for activities which will clearly be
successful, and to undertake exploratory and experimental operations
in some areas to gain new experience. As experience accumulates, ad-
ditional legisiation may be found necessary, and it may prove desir-

able to vary the nature of the activities undertaken under the pro-

gram. This is an evolutionary program. It has a clearly defined
and constant objective, but the achievement of this objective may re-
quire continual adjustment in the methods of approach.



iI.
The Purposes and Benefits of the Program

TEE pmiMary objective of this program is o help the people of
economically underdeveloped aress in their own efforts to develop
their human and natural resources, to increase their productive ea-
pacities, and to raise their standsrds of iiving. As part of this pri-
mary objective the program seeks to raise the educational level and
to improve the heulth of peoples participating in it. Successful prog-
ress toward these objectives will have both direct and indirect bene-
fits not only for the people of underdeveloped nations but for the
TUnited States as well.

Such progress will contribute toward the derelopmena of a better
balance in the world economy. In recent decades Increases in pro-
duction have, on the whole, “taken place in areas already well de- .
veloped, without adequate attention to the economic as well as human
need to move ahead along the whole production front. This pro-
gram will help to fill that need by developing retarded areas.

_INCREASE IN HEALTH AND LIFE EXPECTANCY

In human terms, among the great benefits of the program te the
people of the underdeveloped areas who participate in it will be the
improvement in their health and the incresse in their life span. Tt
must not be overlooked, however, that this great humanitarian bene-
fit will at the same time intensify one of the great problems in the
success of the program—incresses in the population of areas aiready
overpopuiated under present economic conditions. This fact should
be considered with attention, though not with anxiety.
~ In the underdeveloped areas the controiling factor in population
growth is primarily the death rate, the birth rate being consistently
high. Economic development, and particularly improvements in
health, will lead tc substantial reductions in the death rate and there-
fore substantiai increases in the population. From experience in other
areas it seems probsble that such increases will continue until indus-
trialization and urbanization have become substantially advanced,
when significant declines in the birth rate may be expected. Such de-
clines in birth rate may also be expected eventually even in predomi-
nantly rural areas where there have been considerable improvements
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in public health, the development of education, and media of commu-
nication and transportation.

During the intervening period population increases should be con-
sidered serious but should not be regarded as slarming. Under the
most favorable circumstances large populations have rarely grown
more rapidly than 2 percent a year without iramigration. An intelli-
gently administered program for over-all development should make
it possible to compensate for increases in population by improving the
human resources of the country and increasing their economic effi-
ciency. Countries having a high mortality rate suffer severe losses
in the productive capacity of their people because their short lives
leave them with very few vears of productive activity in contrast with
the unproductive vears of growth. For example, in underdeveloped,
overpopulated countries such as India, China. and Egypt, where the
average expectation of Jife at birth is in the neighborhood of 30 years,
only 54 out of every 100 children born ever reach the age of 15 and
enter the ages of maximum economic productivity. Of those who reach
voung adulthood all but 15 die or are incapacitated long before com-
pleting the normal span of working life to the age of 60. In contrast,
in the more highly developed areas 92 of every 100 children born reach
the age of 15 and 70 live a productive life span to the age of 60,
Reduction of the death rate in the underdeveloped areas will mean an
increase in the human resources available for productmn in propor-

tion to population (see chart B, p. 11).

At the same time improvements in heslth and physique will bring

about greater capacity on the part of the individual worker. Tt is
'not surprising, for example. that the undernourished Eastern peasant,
afflicted with chronic malaria and host to a rich assortment of internal
and external! parasites, shonld commonly be a weak and lethargic
worker. Other things being equal he will certainly become a more
productive worker when freed of these heavy drains on his physical
vitality.

Perhaps the most important gain from improved phvsxcal condi-
tion will not be greater capacity for physical laber but the intangible
changes in outlook on life. Certainly some of the fatalism and leth-
argy of the peoples in some of the less developed countries derives
from nothing more mystical than malnutrition or the debilitating dis-
eases that sap the physical vitality of the people. A more vigorous
‘physique and a more satisfying knowledge of their power to control
‘diseases which have subjugated them will contribute to the initiative
and receptiveness of these people to new methods, the use of which
may well result in increasesin agrienitural and industrial produectivity.



ECONOMIC PROGRESS

Increased production in the underdeveloped areas wﬂl not only
benefit the inhabitants of those areas but will have far-reaching effects
on the world as a whole. The United States as well as other relatively
advanced countries has a very real financial and commercial stake, as

well as a humanitarian and political interest in the bringing about of .

progress in these areas. In the economic field there are four general -
lines of development which are likely to flow from such progress.

Trade. Tn the first place there is a very close relationship between
- the development of an area and its volume of trade. Itisa truism that
- the best markets are those in which there is the most purchasing power.

Thus the United States has always exported at its highest rate to devel-- .-

oped countries. In the 1936-40 period, for example, the people of the |

well-developed areas bought from the United States, on the average,
$5.80 worth of goods per person per annum. The: people of the'inter-
mediate areas bought, on the average, only $1.25 worth and those of

_ the underdeveloped areas only 70 cents worth.

At present the low levels of production in many underdeveloped

_areas hamper the process of development internally because of limited

domestic purchasing power for their own products. In the foreign
field the lack of capacity to produce commodities for export seriously
limitg their ability to buy imports which can be produced and sold by
other countries. Except for foreign credits or grants, the underdevel--
oped areas can acquire the foreign exchange with whick to increase
their purchases abroad only by i..creasing their own productive capac-
ity and their exports. Development of productive facilities in these
areas will, therefore, contribute to a general expansion of trade in -

- which we and other nations can participate to our mutual advantage.

Many problems can be more easily solved if trade is expanding.’
Instead of having to struggle with each other for a share of a limited .
market, the exporting countries will be able to participate in a con-
stantly increasing flow of trade.

Domestic Production. Secondly, many of the underdeveloped areas
not only are lacking in capacity to preduce commaodities for export but,
because of deficiencies in skills, equipment, proper seeds, fertilizer, etc..
have also been unable to produce for their own consumption food and
other items even thongh their natural resources could well be adapted
to such production. They now find it necessary to import these com-
modities from abroad. By increasing their domestic production of
these items, the foreign exchange now used in their purchase abroad
could be deveted to the purchase of other types of goods which other
countries are in a better position to produce and supply.

Capital Goods. 1n the third place, the process of economic develop-
ment means the existence of a long-term and expanded market for the
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sale of equipment and other manufactured products for capital in-
sialiation. Growth in knowledge and skill in the installation and
operation of machinery, eguipment, and facilities will result in a
greater need and demand for such equipment. Facilitating the flow
of capital for sound projects in underdeveloped areas also will resalt
in purchases by them of capital equipment which they cannot them-
selves produce but which the United States and Western Europe can
manufacture in large quantities.

Raw Materiale. Lastly, the economies of many of the more devel--
oped countries are becoming more dependent upon the import of many
basic minerals and raw materials. In many cases the sources of these
commodities now being drawn upen are becoming exhausted. At the
same time high levels of production are causing increasing demands.
1t is important that new sources be developed to the maximum extent.
The possibilities of great expansion in the production of these im-
portant commodities exist in a number of the underdeveloped areas
of the world. This can be a process of great mutual benefit by increas-
ing the world supply of these commodities while expandmg purchas-
ing power in the countries of origin.

BUILDING POLITICAL DEMOCRACY

The greatest threat today to the democratic way of life throughout
the world is the organized, insidious effort to persuade the peoples of
the world, and particularly those in the underdeveloped areas, that -
the best way to higher standards of living is that offered by interna-
tional communism. XNothing is more false. Yet it is too much to
expect {ne hundreds of millions of the peoples of these areas, seeking
as they are for some means toward a decent life, to appreciate the
Ialsity of this doctrine and reject it unless something concretely bet-
ter can be shown them. The Point Four Program, providing as it
will the technical assistance of the United States and of the other
members of the United Nations, accompanied by creative investments,
can give such a concrete demonstration of the economic progress.
toward higher standards of living which can be realized through
democratic means.

It can provide convineing proof to these peeples of the willingness
and ability of the democratic nations fo help them in their own efforts. -
The confidence in democratic ways which such help wiil engender in
‘thess peoples will encourage them to support in their homelands
political leaders who are dedicated te the principles of democratic -
government and, st the same time, will make it impossible for totali- '
tarian would-be leaders to gain power.

At the same time, there can be no more effective way of acquamtlng
other peoples with the American economic philosophy, democratic
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principles, and way of living than through American technicians
working side by side with the leaders and ordinary people in agricul-
ture, labor, business, and government in the underdeveloped aress mn
u cooperative effort to help them advance themseives. The intangible
benefits to the United States of the program and of the ends which it
can accomplish will be tremendous. Not only will the United States
benefit from the general growth of democratic principles among the
peoples of the world, but the intangible evidence which these people see
of their own progress growing out of American help should greatly
increase their good will toward the American people and American
ideals.

STRENGTHENING THE UNITED NATIONS

A cardipal peint in American foreign policy is the support and
strengthening of the United Nations. The Point Four Program will
strengthen the United Nations by supporting that organization and its
‘related agencies in the accomplishment of one of its fundamental pur-
poses: constructive international action for improving standards of
living. The specialized agencies of the United Nations have already
devoted much time and effort to the development of programs de-
signed to sccomplish this purpose in their various fields of interest.
In many cases extraordinarily successful results are being achieved.

'The United Nations itself has provided in its budget funds for general
economic development surveys not falling in the field of specialized
agencies and has already engaged successfully in activities of this type.
Progress resulting from the limited work undertaken has led to the
adoption by the General Assembly in December 1949 of an expanded
program of technical assistance. The svecessful operation of this

broad program will increase the prestige and effectiveness of the = -

TUnited Nations and its related agencies in proportion to the impor-
tance of the tasks successfully carried out by them. As nations become
aware of the fact that the international agencies established by the
United Nations can assist them through constructive activities affect-
ing so vitally their well-being, faith in the United Nations and coop-
eration in all its activities will grow both among governments and

people.
PROMOTION OF PEACE

~ The ultimate benefit of the program will be the promotion of the
peace of the world, with which the peace and weifare of the people
of the United States are intimately bound up. This will be the total
long-run effect of the substantial role the program will play in
strengthening the economies and increasing the standards of living
and welfare of the peoples of the underdeveloped areas, developing
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sources of needed raw materials, expanding international trade, build-
ing good will toward us among these peoples. strengthening political
democracy, increasing the prestige and effectiveness of the United
Nations and other international agencies. and. most important. show-
ing that world development can take place peacefuily and with in-
creasing perscnal freedom as the energies of the masses of the people
are released into chanmels of constructive effort insuring greater pro-
duction, greater exchange, and greater consumption. International
tensions can be eased by the success of this fundamental attack on one
important source of friction, and both current living standards and
future economic development will be benefited by the additional
rescurces thus made available.
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III. The Scope of the Program

THE scoee of a program of this type cannot be delimited precisely
in advance. To be effective such a program must adapt itself to
changing conditions and circumstances. through consultations among
the participating countries, through surveys and analyses and, most
importantly, through actual experience in operation. However, suf-
ficient information is available to make it possible to forecast the gen-

eral lines along which the program probably will develop and the

types of activity likely to be most effective in accomplishing its pur-
poses. .\soutlined in appendix D, a great deal of experience already .
has been acquired as a result of rather extensive activities which here- -
tofore have been conducted in cooperation with other countries pri- :

marily in Latin America, and under programs of international agen-

cies. In addition numerous requests and inquiries for aid have been
rectived and the U. S. Government has knowledge from many sources
of economic conditions and primary needs in underdeveloped areas of
the world. '
The scope of the program may be measured in terms of the geo-
graphie areas in which it will be primarily effective, the way in which
1t will be related to U. S. programs already in existence, and the fune-
tional fields of economic activity in whick it will deal. The scope may -
also be measured in terms of the limiting factors which are inherent in .
a program of this kind. the period over which it should be carried out
in order to have substantial success in achieving its objectives, and the
financial requirements both upon the United States and other coun-
tries for technical cooperation and for capital development programs.

| THE GEOGRAPHIC SCOPE OF THE PROGRAM -

Fundamentally the program is directed toward the improvément e
and growth of economically underdeveloped areas. Assistance will

be given mainly to those peoples whose economic life now provides'

relatively the lowest standards of living. Based upon the general cri-
terion of the per capita inceme of a country (see chart C, p. 16, and ap-:
pendix C) and generally accepted usage, most of Latin America, Afric»
and Asia, including the Middle and Far East should be considered un
derdeveloped areas (see chart A, famng p-1).
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It should not be overlooked. however, that the program is one of
mutual and multiparty cooperation. For example, certain countries
may be well advanced in some specific crafts or techniques which will
be received with appreciation by countries which may perhaps have
a higher level of general development.

So far as geographic scope is concerned, technical assistance by the
United States will be extended to any economically underdeveloped
country which desires to participate and whick demonstrates that it
in turn is ready and willing to cooperate with other peace-loving
countries in forwarding the purposes of the program. Similarly,

“assistance which is given multilaterally through the United Nations

will be based upon compliance with conditions established by the
United Nations to insure the maximum effectiveness of the programs.
These condition- may include appropriate contributions, permission
for impartial observers full reporting and appropnate pubhcxtv and
control of projects and, personnel by the appropriate Umted Nations
agency.

Dependencies. Many of the underdeveloped areas are depenrien-
cies. There are 72 different non-self-governing territories with over -
200 million inhabitants. These areas are among the least developed.
They are also key areas in the conflict of totalitarian and democratic
ideologies. Aid under the program will be estended to the inhabi-
tants of dependent and colonial areas as well as to those of inde-
pendent countries.

Programs in dependent and colonial areas will be primarily. for the
benefit of the people of such areas and will be carried out in co-

. operation with the appropriate governmental authorities. The coun-
tries participating in the European Recovery Program include most

- of those having dependent territories. The programs contemplated
by Eca in the dependent overseas territories are primarily desizied
to assist in the attainmernt of economic recovery within the relatively
near future, whether this means improving the production and mar-
keting of goods in a more highlv developed area, or economic de-
velopment to bring into the recovery picture increased resources.
Thus, for example. long-range programs related solely to the internal
development of the dependent areas will generaily not be undertaken

by Eca. For this reason, even in those dependent areas where Eca
has scheduled technicai assistance programs. technical assistance
under the Point Four Program will also be provided where practicable,
sinee it is & longer term program with broader ob]ecnves in relation
to dependent areas.

‘No direct assistance to the dependenmes of the United States is
contemplated under the Point Four Program, in view of the fact that
they are being given assistance in their economic development through
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the responsible 2gencies of the T. 8. Government. These dependen-
cies may, however, benefit incidentally from programs of a regionsl
nature undertaken by intergovernmental organizations. The U. S.
dependent areas in turr may assist the general program by providing
help to regions which have made less economic progress.

The normal geographic distribution of assistance will be through
country projects. Howerver, since the deveiopment of many countries
will be closely dependent upon the deveiopment of neighboring coun-
tries in the same region, there will no doubt be many instances in
which assistance will be provided to two or more nations engaged in
a cooperative effort for economic improvement. In addition, all
countries which can use them will have access o certain services of
general use, such as central clearing houses of technical information,
translations of technical books, and edueational filws.

RELATION TO EXISTING U. S. PROGRAMS

- The United States is now carrying on two technical assistance pro-
- grams substantially similar in kind, though not in scope, with the
Point Four Program. These are the projects of the Institute of Inter-
American Affairs (I1aa) in health and sanitation, agriculture, edu-
cation, and related fields and the programs of the Interdepartmental

Committee on Scientific and Cultural Ceoperation (Scc) in agricul-

ture, public health, industry, natural resources. labor, government
services, social welfare. and education, outlined in appendix D, p. 135
ff. With a few exceptions, these projects are now confined to Latin
America. These programs have in effect demonstrated the practical
validity of the principle of technical assistance to underdeveloped areas
which under the Point Four Program will be expanded in volume,
scope, and in area of application and will be administered as & matter
of national policy to achieve maximum effect for economic develop-
ment. The activities of the Irsa and of the Sce (insofar as they con-
tribute to economic development abroad) will be coordinated with

other activities carried on under the over-all Point Four Program.
- The U. S. is also carrying on other international programs in cer-
tain areas which have objectives related to those of the Point Four
Program: These programs are the European Recovery Program and
the Chinese and Korean aid programs administered by the Economie
Cooperation Administration; the programs for government, relief
and rel;abilitation in Germanv and Japan: and the Philippine rehabil-
_itation program.

Point Four Programs are not generally contemplated for countries
whose economies are in a relatwely advaneced state of development.
However, the success of the Peint Four Program in the development of
economically underdeveloped areas will be very important in the
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expansion of world trade, which will have great significance for
European recovery. Expansion of the economies of the underde-
veloped areas will assure needed products for Europe and will offer
a better market for European exports.

Where the recovery programs involve underdeveloped dependencies
of some of the European countries, both programs may undertake
activities in the same area. In such cases, in order tc avoid inefficient
overlap, it is contemplated that projects under the Point Four Program
will be operated pursuant to agreement with the agencies conducting
recovery programs. The emphasis of the Point Four Program and
its objectives generally will be quite different from, althongh comple-
mentary to. the objectives of such programs. It is contemplated
that during the first year arrangements will be made for complete
coordination of the Point Four and Eca programs.

For the most part the rehabilitation and recovery programs are
aimed at assisting a country to restore or attain a viable economy by
means of a temporary financing of imports, by the creation of financial
stability, and by better utilization of existing resources and new
sources of wealth. The Point Four Program will not be aimed at
restoring previously viable economies but at basic improvements in
economic well-being of the people of underdeveloped areas through
un expansion of capital and the improvement in the use of technical
knowledge. The objective of the Point Four Program will be develop-
ment rather than balance—of—pavments assistance.

FIELDS OF ECONOMIC ACTIVITY

Thke Point Four Program will deal with the essential fields ¢f
‘economic activity. Technical cooperation will be important in ali
the fields dealt with. Fostering of capital investment will be
important in many of them.

There will be wide differences among the various countries as to the
order in which projects should be undertaken in the several fields and
the emphasis which should be placed on each. Projects proposed for
their development must take into account and so far as possible be
adapted to local resources, attitudes, soeial and legal structures, cus-

“oms and practices, and national aspirations. '

Although relative to the immensities of the need economic develop-
ment can take place oniy gradually in any one area, close integration
of projects in the several fields of economic activity both in the plan-
ning stage and in operation, within each country and among different
countries, will make it possible to relate each single advance to an
uver-all forward movement. The principles concerning the major
fields of activity with which the program will deal, in one degree or
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another, are discussed below. The estimate of funds to be spent on
programs in such fields for the first year of operation is set out in
section VIL

General Economic Development, For many underdeveloped coun-
tries the first step in a program of economic development will be an
analysis of their needs and resources and a determination of what ac-.
tion should be taken and in what order of priority. A country wishing
to take this step can be greaﬁv assisted by a comprehensive mission
composed of experts in the various fields basic to economic develop-
ment. This has been done successfully in the recent past by the
U. S. and Brazil through the joint Brazilian-American Mission, whose
comprehensive report on the economic development of Brazil is men-
tioned in appendix E. It has also been done by the United Nations,
which sent a somewhat similar mission to Haiti in the fall of 1948,
Such over-all studies, properly followed up, will be a valuable basic
aid in evaluating and attacking the problems of many underdeveloped
ureas.

Basic Fields

In general. in the least developed areas where “economic life is
primitive and stagnant”, basic improvements in educatmn, health, and
agricultural methods must precede substantial increases in production
of non-food products and general improvement in standards of living.
Since such areas are now predominantly agricultural, and their people
rely on their own agricultural production for foods and their own
forest growths for housing, projects in such areas necessarily must
stress the importance of efficient techniques in agrieulture and forestry.

Agriculture and Forestry. In many underdeveloped areas agricul-
‘ture was once highly developed and remmants of former skill still re-
main, but centuries of warfare, migrations, invasions, ignorance, pov-
-erty, and disease have resulted in eroded land, retarded agricultural
metheds, and meager production (see appendix C, p. 121). In other
aress, agricultural methods have never been brought past the primi-
‘tive stages. In consequence, the people cannot raise enough to feed
themselves at a level which will maintain the aealth and productive
energy necessary to develop and maintain an improved economy (see
chart D, p. 20). More effective agriculture is therefore a prime neces-
sity to economic development in underdeveloped areas, both to raise
the general health level of the population and also to start the wheels
of an expanding economy.

Improvement in agricultural output is essentially related {o other
elements in economic development. Obviously, the health programs
way provide more mouths to feed as well as more workers who are
physically fit. Unless agricultural improvement is rapid, the net
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result may be no advance in the per capita standard of living. Simi-
larly. the process of industrialization means a shift from the country
to the city, the plough to the work bench. The same number of people
must be fed, with a smaller proportion on the farms to raise the food.
Industrialization is intimately related therefore to agricultural
development.

Assistance in increasing agricultural output should be accompanied
by assistance in conserving soil and forest resources, in 1rrigation and
draining techniques, in crop selection and improvement, in the produe-
tion and distribution of seeds, in the control of plant diseases and pests,
in the use and maintenance of agricultural machinexry, and in the de-
velopment of specialized export crops. This basic field includes im-
provement in the quality and increase in the quantity of animal pro-
- duction by promoting the use of improved breeding stock and of
breeding methods adapted to the local environment; the adoption of
improved animal feeding; the control of animal diseases; and the
espansion of dairy and poultry production. It also includes assistance -
in providing adequate processing, transportation, and storage facil-
ities for the eflicient and safe distribution of food and other agricul-
tural products, help in establishing marketing facilities to take care
of increased agricultural produce and the development of marketing
information services to develop grades and standards and to guide -
the flow of produce in an efficient distribution pattern.

To realize the full agricultural potential, the program might also
include assistance in the establishment of agricultural, forestry, and
fishing cooperatives in order to secure the benefits which come from -
larger scale operations and to provide a coordinated approach to the
problems of machinery, equipment, terminal elevators, transportation,
and other marketing facﬂltles, which could not be provided by indi-
vidual producers.

A most serious bottleneck to agricultural development is the lack of
trained personnel in most of the agricultural fields. Since thereisa
limit to the number of experts who can be spared from the developed
countries to assist the underdeveloped countries, it is fundamental to
all agricultural development programs that education and training in’
agricultural schools and in praczical application be emphasized.

Education. Millions of the people in the areas in question are now.
‘held in a relatively primitive state because they have limited facilities
through which they may develop their latent mental capacities (see
chart E; p. 23, and appendix C, pp. 112, 115, 122). It is essential to
increase their capacity to help themselves by increasing their literacy
and basic knowledge. The productive capacity even of literate seg-
ments of populations cannot be materially increased without teaching -

them those fundamentals which are essential to acquiring mechanical
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skills and to understanding the principles of health, nutrition, sad
modern agriculturai and industrial methods.

"To meet the need for basic education, éXperts will be made available
to assist the local authorities in working out and applying effective
methods of imstructing both children and aduits. This would not
therefore be an actual teaching program. but rather one for teaching
teachers and aiding in establishing proper administrative systems.
The assistance will include the establishment of demonstration or
model schools to show the way in which children and adults may be
taught to read and write and be given elementary understanding and
training in sznitation. improved agricultural techniques, and other
basic knowledge. This process will also include the establishment or
improvement of local teacher training schools and the bringing of
qualified students to advanced countries to study in the fields of basic
rural and vocational education. in order that they may be better
~qualified to serve in responstble eduecational pesitions.
 Health. Improved heslth is not only essential to economic develop-

ment but is in itself one of the main elements of a higher standard of
living. Broad-scale action in the medical field is a basic requirement
in those large areas of the world whose populations are constantly
afflicted with or threatened by certain endemic diseases (see appendix
C.pp- 112.115. 122). In many cases the prevalence of debilitating dis-
ease is a major factor in the low food production and poverty of a
region (see chart F.p.25). It haseven been demonstrated that an ef-
fective health program eliminating an endemic disease can enable
farmers to expand food production from the same amount of land by
as much as 50 percent. This is not merely a problem affecting agricul-
ture. but it also retards industrial development. Furthermore, the
existence of diseases and of the pests carrying them has made it impos- -
‘sthle in many cases to open up valuable resources. For these reasons,
concentrated improvement of health and hygienic practices will form
‘an essential part of the development cooperation program.

The economic development and continued prosperity of a population
will depend on the basic physical soundness of its individuals. Edu-
cation in good nutrition and the protection of the mother and child
from diséase and premature death will insure the greatest possible
sound manpower potential for the future.

Lack of knowledge by governments and peoples of improved and
advanced techniques in purification of water and sewage disposal and
lack of modern equipment are largely responsible for the existing high
rates of typhoid fever, dysenteries, cholers, hookworm, and other
diseases over wide zreas. The application of modern sanitation meth-
ods to water supply and waste disposal can substantially eliminate
these diseases as major health problems. Consultative services and
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demounstrations to this end can with very little cost lead to dramatic
improvements of the kind indicated by the examples in appendix E.

Infectious diseases such as smalipox. cholera, bubonic plague, yel-
low fever. and typhus do not recognize national boundaries. At
present the United States and other governments rely mainly on
guarantine measures to prevent the spread of such diseases. With
the present-day accelerated transportation of people and produce, the
chances of spreading virulent diseases across national borders are
greatly increased. For these reasons it is important to the welfare
of the people of the United States, as well as to that of the people in
the underdeveloped areas where such diseases generally have their .
foci, that concerted eflorts be directed toward the elimination of
such infectious diseases at their source.

Improvements in basic health may come through a mumnber of forms
of assistance. Public-health consultants and advisers may assist
governments of underdeveloped countries in the organization and ad-
ministration of public-health services. Practicing experts can stim-
ulate the development of adequate locai health services by demonstra- .
tions and by actually helping the local people operate hezlth centers
and other facilities until local personnel are developed who can take
full charge. Public-health teachers can help conduct public-health
education programs to close the wide gap between scientific knowledge
and its application to daily life.

Many successful projects, a few of “which are mentioned in appen-
dix E, have shown that a small nuiaber of doctors with 2 moderate
amount of equipment and supplies can assist local peoples in making -
effective attacks on specific diseases such as syphilis, gonorrhea, ma-
laria, and tuberculosis, which have a great adverse effect on the
economy. g

In many areas great potentialities for economic development are.
blocked by diseases whose full control is not yet fully understood.
Therefore, the public-health program must include research projects:
designed to obtain information which will lead to the control of
economically important diseases. Relatively small research umits -
within a period of one or a few years may be able to obtain the data
necessary to put inte effect public-health methods which will control
diseases now holding large populations in a state of misery and deter-
ring economic development.

Housing. Adequate shelter is a fundamental objective of econumic
devm{‘pment and is essential to progress in other fields of development.'f
Housing in many of the underdeveloped countries has in large part
never advanced bevond a primitive stage which invites apathy and
disease. In other areas. already poor shelter conditions have wors-
ened since the war. In nearly all areas construction methods could
be effectively improved through the application of modern techniques
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with suitabie adaptations to meet local conditions. It is therefore
desirable to make housing experts available to countries requesting
them and to bring professionals and trainees to the U. 5. for observa-
tion and education.

Development of Resources and Industries

Progress in basic education, heaith, and agriculture will be facili-
tated by, and in turn will help speed progress in the development of
resources and industries. With these must be associated certain allied
fields, such as water control and utilization. production of minerals.
fisheries, improvements in transportation and communications. ad-
vances in standards of labor and industriai relations. and direct
improvements in the quality and magnitude of industrial activities.

Water. In all of the major underdeveloped areas of the world
there is ur;znt and vast need for the scientific development of water
resources. In many areas water development for irrigation, soil
conservation, flood control, navigation, power—or 2ll of them—is a
necessary prerequisite to other forms of economic development.  One
of the functions to be carried out under this program will be to assist
underdeveloped areas to develop their water resources for the benefit
of agriculture, industry and transport.  This will be done by providing
expert assistance in reclamation activities concerned with irrigation,
flood control, and hydroelectric power engineering, and by providing
training opportunities and assistance in study and p‘iannmg of inte-
grated programs of water control and utilization.

Minerals. Location, development, and economical processing of
tnineral and fuel resources is a major sspect of the program of tech-
picsl cooperation for economic development of underdeveloped coun-
tries. Tt is important for progress in other fields of economic
development. It is also important as a potential source of foreigm
exchange which can be derived from the export of minerals and used
in turn to finance imports of capital goods.

Many undeveloped mineral resources in the areas which will par-
ticipate in the cooperative effort are of considerable importance to
the more highly developed nations of the world, including the United
States. The ability of mineral and fuel products to satisfy world
requirenments and thus to create foreign exchange should open channels
both for governmental and private investment by the country con-
cerned and for American and other foreign investment.

The development of these resources is also of major importance to
the development of the country itself. If and when it moves in the
direction of industrialization, it will be greatly retarded if it must
use the foreign exchange to purchase raw materials and particularly
to purchase fuel. Since power is the hasis for all medern technology,
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engineers have tended to emphasize hydroelectric developments. How-
ever, steam and heat are interrelated in modern production. and there-
fore the fuels such as coal and petroleum assume an important role.

The limited avzilability of qualified experts will make it necessary
for assistance in minerals development to start on only an extremely
modest scale. It may be anticipated, however, that it will eventually
form one of the msjor elements in the program.

Assistance to participating countries will include geologic investi-
gations of mineral reserves to provide accurate and detailed informa-
tion as to available deposits and their potential availability for
economic development purposes. It wiil include help in the develop-
ment and application of mining processes and of techniques for the
extraction. refining 2nd utilization of ores. It will also include aid
in training local technologists and scientists to carry on the work by
themselves. :

- Fiskeries, Fish provide a considerable part of the diet of th
people in many of the underdeveloped areas and should be an impor-
tant resource. In most cases, however, fishing is carried on by primi-
tive, wasteful methods. and distribution is very unscientific. resulting
in 2 high loss by spoilage. Modern knowledge of fishing methods and
of preservation and distribution of the fish catch could lead to a sub- -
stantial increase in the food supply for many peoples of the world and -
- have a wide beneficial effect in increasing human health and efficiency.
Such advances would also form the basis for new and expanded fishing
industries having both domestic and international importance. For
these reasons the program should include advice and assistance to the .
people of underdeveloped areas in incressing their production and
utilization of fish, through furnishing fishing biologists and tech-
noiogists, training local people in advanced methods, and establishing
a limited number of demonstration projects and plants. '

Transportation. Transportation deficiencies are among the worst -
- bottlenecks in the development of many underdeveloped. countries
(see appendix C, pp. 110, 119}. They have a detrimental effect on the
ievel ¢f productior and on the health and well-being of the inhabitants.
They contribute to economic stagnation and seriously curtail the flow.
of international trade. They retard mining and timber development
by making it impossible to transport ores and lumber to consumers at.
home and abroad. They are responsible for considerable deteriora-.
tion in and loss of agricultural produce and injure both producers and
consumers by making it impossible to distribute surpluses to areas
where malnutrition or even occasional starvation exist. They limit
the markets for industrial products and make the acquisition of in-
dustrial raw materials unduly costly. For these reasons improved -
facilities in road, rail, and inland waterways and air transportation
are fundamental to the economic development of underdeveloped areas.
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Substantial capital investment is needed to increase transportation
facilities. At the same time, technical knowledge in the transporta-
tion field either is lacking or is so poorly organized and applied in
many countries that progress in developing transportation facilities is
and will remain inadequate without outside technical assistance. Such
assistance wiil inciude help in making necessary basic surveys and
plans for expansion and modern maintenance of main and feeder
roads, in the management, operation, and maintenance of railroads,
and in the location, design, construction, and operation of alr trans-
port systems. It will include assistance in the development of inland
waterways and harbors and training of local people in the U. S. and
their own countries to carry on these activities independently.

Communications. Lack of modern telecommunications (see ap-
pendix C, pp. 110, 119) and a well-organized postal service also limits
the econiomic progress of many countries. Assistance in the develop-
ment of telecommunications and postal systems, both internally and
internationally, will be included in the activities of the program.

Labor. Substantial economic progress in underdeveloped countries |

will in the final analysis depend upon the skill and determination of -
their working peopleQ upon safeguarding their security, and upon pro-
tecting the gains resulting from their increased produectivity. As-
sistance in the labor field is dusigned to meet these needs (1) through
increasing productivity of industrial and agricultural labor; and (2)
through developing and maintaining improved labor sta.ndards which -
will not only create conditions favorable for productivity advances
but will assure equitable conditions of manpewer utilization under
which the workers will be protected from exploitation and be glven a
fair share of the benefits of increased production.

Technical assistance in the labor field will not only encourage in-
vestments from foreign sources by developing an adequate source of
supply of skilled workers, but will help to create a favorable climate
for responsible long-term investors by fostering the stability and pro--
ductivity of employment that results from proper attention to human
relations in the economic process and from the maintenance of ade-
quate labor standards.

Great differences in existing economies and socml practices in the
underdeveloped countries and variations in their labor bistories and in -
anticipated economic development make it impo.cant that no attempt.

be mede to advise a uniform pattern of labor relatlonshlps inall of

them. -Instead, where assistance in labor matters is requested, advice
and guidance should be given on a flexible basis adapted to the local
situation.

Projects in the labor field should be undertaken on request in the :
fields of industrial training, apprenticeship and employment service;
industrial safety and health; employment standards, laber legisla-
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tion and labor inspection: employment of women and children; em-
ployment in agriculture; productivity and other labor statistics: and
labor, business, and government interrelations. Such assistance would
be provided through sending experts to the countries and through the
iraining abroad of the nationals of such countries.

Industry. Requests for assistance which have already been re-
ceived from underdeveloped countries. both by the United States
and the United Nations, have laid stress on the desire of these coun-
tries for industrialization, which most of them believe to be the key
to economic development. The enormous need for industrial develop-
ment is indicated by the fact that in the underdeveloped areas each
persen consumes only 1.2 horsepower hours per day of mechanical
energy while in the more highly developed areas, each person is able
to augment his own strength by the use of 26.6 horsepower hours per
day—over twenty times as much. At the same time the worker in
the more highly developed country has available to aid him in his
work ten times the investment in industry of the worker in the under-
developed area. Nevertheless, the idea that economic development
requires only the creation of industrial plants with appropriate power
machine. y istoo simple. The fact is that the development of industry
cannot be separated from a much more complex process of social and
economic change. It requires a trained labor force, health and train-
ing developments, a flow of raw materials, a source of power, and chan-
nels of distribution. It may require roads, railroads or inland water-
ways. And it obviously can be accomplished only by a gradual
process. _ :

One of the best ways in which to facilitate the transition from the
primitive agricultural economy existing in so many areas to a more -
productive agricultural and industrial economy is to encourage the
‘deveiopment of a number of widely diversified enterprises which will
supply the local needs of farmers, using locally available raw ma-
terials and providing a wide measure of employment on a part-time or
full-time basis. Most of the underdeveloped areas are essenti='y
agricultural and advice to governments or to private bodies in ihe

- development of appropriate rural industries will help both to supply
the increasing demands of farmers for industrial products and to
provide work fer labor which will move from the farms as agricul-
ture becomes modernized and mechanized. Small industries, such as
cement plants, small tool factories, glass factories, textile factories,
or hand-weaving, have been developed in many parts of the world

where this transitiocn has already taken place, and may be applied
effectively in new areas. _

Considerable progress can be made toward teaching and learning
advanced industrial methods through individual training, demon-
stration projects. the establishment of industrial laboratories and work
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with existing public and private institutions in the more advanced
countries. Such laboratories and technological institutes can help:
meet the immediate needs of a country for industrial research by de-
veloping the industrial processes best adapted to utilize lecal raw ma-
terials and ores; by aiding in modernizing existing industries; by .
recommending modern scientific practices and equipment; by seiting
standards and specifications for important commodities produced lo-
caliy for purposes of local marketing and international trade; and =
by teachmg and demonstrating techmques and processes which will
be most effective under the condltmns existing in the country. L
- In some circumstances.the feasibility of iarge scale or commercial
development of potential industries can be demonstrated by the estab- -
lishment of a small demonstration plant. Such plants, which can
be used to train local technologists and to show the potential of the .
activity to prospective foreign irvestors can be established under the.
cooperation program at very little cost. Some industries which are.
a.lready operating can be increased in efficiency and productlveness by
‘engineering assistance which will be provided under the program.

- Training in business administration will be increasingly important.
A great part of this need may be met effectively by training local:
people in industrial enterprises under foreign management, estab- .
lished and operating in the local country., The training program:
should be expanded, however, by bringing able persons to the United
States for specialized training. S

Rapid and substantial progress in mcreasmg mdustr:al capaczty '
and production will in large measure depend on foreign investment..
Many enterprises in this field will be particularly well adapted to the '
mvestment of pmvate funds from abroad.

Aids to Governmental Activities | | l/ o

Effective economic development in underdeveloped countries de-
pends in large measure upon the efficiency and competence of the gov--
ernmext involved. No program for development can succeed without:
sound governmental administrative practices and competent govern-
mental administrative  personnel. Therefore assistance in several_‘ -
fields of governmental activity should be made available to govern-
ments of countries seriously seeking their economic advancement. :

Public Administration. Facilities for training and expert assist-:
ance in improving governmental administration are deficient or lack-.
ing in most economically underdeveloped countries. To meet’
immediate and pressing needs, substantial assistance in this field must
be included in the program. Such assistance will include furnishing -

. experts and missions to work in the participating countries and bring-
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ing selected groups of officials of the public service of such countries

to the United States. to other appropriate countries and to the United
Nations internaticnal center for public administration, in order to
acquaint them swith methods of administration in more advanced
governments, to improve their own knowledge in their special fields,
and to make a direct, practical contribution to tne solution of adminis-
tive problems involved in economic development in their countries.
\/.A Finance. Failure to organize and efficiently administer finances is
one of the most important factors in retarding or preventing the eco-
nomic development of underdeveloped countries. There is urgent

* need for+technical advice on currercy reform, tax structure, balance

~ of payments and foreign exchange, government. bonds, customs, and
tariffs, central banking structure and procedures, and other financial
matters. Therefore one of the aspects of the cooperation program
will be to make technical assistance available on such matters, either
in the form of experts or in-service trammg, or both as md.nndual -.
.l umstances require. : I
7] Statistics. Substantial economic progress in participating coun-
tries will require good information on their economic activity. Aid, to
be most effective, should be based on sufficient knowledge of such
activity. Adequate statistics are needed to show the state of agricul-
ture and raw material production, manufacture, trade—both internal
and external-—transport. finance, wages, prices, national income and.
public debt, skills, employment and other essentials of business knowl-
edge. Without statistical records, it will be impossible to gauge the
progress of an over-all program and to determme where speclal em-.
phasis should be given. ‘
Most of the underdeveloped countries are seriously deﬁc1ent in
essential statistical information and in the knowledge as to how to
develop it. Developing adequate statistics in agriculture, production, :
employment, and other functional fields will be a part of programs in
such fields. Imstruction in general rtatistical methods is also needed,
however, and technical assistance should include statistical-consultant
* missions, fraining of foreign statisticians in the United States, and
development of centers to teach operational technigues. -
Hydrograpkic and Geodetic Survey and Weather. Hy&mgmphm
and geodetlc survey is a phase of government closely related to eco-
nomic progress. Coastal charting and hydrographie surveys are pre-
requIte to the improvement of harbor fac:lities and essential to ship-
ping services. -Geodetic surveys in the preparation of adequate maps |
are basic elements in all phases of country development programs, par-
ticularly in the laying out of roads and railroads and the exploitation
of mineral and forest rescurces. Many requests for assistance in *hiese
fields have been received frem many countries. It is therefore pro-
posed to assign experts to work with the governmental mapping agen-
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cles of underdeveloped countries and to train students from such
countries in such fields as tides and currents, geodesy, msp and chart
production, seismology, hydrographic survey, and, particularly, the
importance of electronic techniques and photogrammetry. Similar
experience and training will be provided where requested to develop -
efficient weather services, which make a valuable contribution to eco-
nomic development and are prerequisite to advanced techniques in
various fields, particularly agriculture and aviation.

Social Services. Development in agriculture, mining, industry and
most other fields in which assistance projects will be undertaken will
rest in the long run upon productivity of the workers, which in turn
will be influenced by the economic security of the md.widual and his
dependents. The development of new opportunities for employment,
particularly in new or expanded industries, will bring with it adjust-
ments in economic status and secial living conditions, and migration
of workers and their families. The existence of social services to help
provide for the economic security and welfare of workers and their
families during this period of change will prevent maladjustments
causing unrest and friction.

Assistance which may be provided under the program probably will
include experts to advise on the esiablishment and development of
‘sound social security and welfare systems and their adaptation to local
conditions. It will also include the establishment and operation of
social-welfare demonstration and training centers, the provision of
essential technical literature and training in this country of especially
competent social-welfare workers.

- LIMITING FACTORS INHERENT IN THE PROGRAM

Any realistic appraisal of the situation must recognize that there are
serious obstacles which must be hurdled if substantial progress is to be
made towards economic development through a program of mterna-_
tional cooperation.

Internal

The first set of limitations appears in the underdeveloed countries
themselves. The extreme situation is of course that in which there is
_civil disorder, where obviously little can be done in an organized way
through the medium of infernational cooperatmn, There are also
extreme forms of pationalism which may place in direct conflict the
feeling of antagonism towards things which are foreign and the bene-
fits of 2 cooperative effort with the outside world. Conditions such
as these will undoubtedly reduce the effectiveness of the program and
will certainly limit the potentialities of foreign cooperation below that
which would exist if need 2lone were taken as the basis of measurement.
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Inherent

A second set of limitations arises from the nature of the process of
economic development itself. It is clear that there is no single formula
10T any one spectacular action which can lead at once to marked in-
creases in the standard of living. Economic development is rather
a process of growth. Its promise lies in the fact that the process is
a cumulative one. The higher the technological level, the more wide-
spread the skills. The greater the capxtal--:avmgs use, the more rapid
will be the possible further increase in living standards. However,
first things must be done first. Types of assistance which are im-
mediately needed in some areas would be completely wasted in others,
where the process of development is less advanced. The time elerient
is a most important function in any process of growth and sometimes
it can not be greatly accelerated. In the same way, the full limitations
and possibilities of development in any area cannot be known until
its economic potentialities have been surveyed and a program for their
effective use made.

"Means

- The third set of limitations lies in the availability of means to
carry out substantial programs.

Foreign Personnel. In the field of technical cooperation the most.
important element is that of personnel. Although techmical knowl-
edge is constantly growing and is inexhaustible, 2 number of factors
will limit the availability of technicians in the several functional fields
mvolved in the program. Persons having the technical competence
appropriate to this program are, in the great majority of cases, satis-
factorily employed in their own countries. Many will be reluctant
to leave their empioyment for work abroad unless they can be given
reasonable assurance that they may return to their jobs. Or the
whole such persons are among the most competent in their countries,
earn substantial salaries and have high fixed expenses. They cannot
afford to participate in assistance projects unless they are adequately
compensated.

Local Personnel. However, the major work of economic develop-
ment cannot actually be performed by foreign techmicians. Con-
sequently, another significant limiting factor will be the lack of trained,
competent nationals in other countries with whom U. S. technicians
can work. Since technical assistance means effecting a transfer of
Imowledge of techniques to the minds of other people, it is apparent.
that the capacity to absorb and to apply will determine the rate at
which such transfer can be made. For this reason existing and
planned U. S. and United Nations programs put a heavy emphasis on
training. In many underdeveloped areas the creation of a group
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of trained people who can understand. apply and transfer to others
the information which can be conveyed te them will depend on such
fundamentals as increase in basic education, improvement of stability
of governments and establishment of institutions teaching funda-
‘mentals of technology and of research laboratories.

Capital. The technical cooperation programs will be decidedly
limited by the availability of competent technicians both in the con-
tributing and the receiving countries. Similarly, the rate of economic
development will be limited by the availability of capital, both foreign
and domestic. In the long run the transfer of technical competence
and the application of capital will be closelv related. The develop-
nient of industrial skills and the building of factories depend one upon
the other. The same is true of knowledge of public health and the
establishment of clinics and hospitals, of agricultural techniques and
the commercial application of improved seeds, fertilizer and equip-
—tent, of skills in the exploitation of raw materials and the equipment
with which to handle them. Even in the case of the shift from the
wooden plow to the steel plow, a new investment is required. The re-
quirement for capital within a country, funds in local currency for
costs within the country, has always been the major element in na-
tional expansion. The habits of investment in land or precious stones
- or metals and the lack of institutions for encouraging and reinvesting
savings, are basic elements in retarding the application of local capital
to new means of production. Similarly, foreign investment has been
greatly restricted in the postwar period, except as it has been done by
the utilization by governments of budgetary funds for foreign as-
sistance programs, -

The funds needed to transmit technical knowledge and skills are of
such small magnitude in comparison with the immense results in
higher standards of living, improved health, expanded world trade
" and other benefits of the program, that government and private sources
can easily finance whatever program may be realistic and feasible.
. However, lack of funds for the capital equipment necessary to permit
‘the peoples of underdeveloped areas to utilize to the fullest the techni-
cal knowledge which they have gained under the program will un-
* doubtedly be for some time, if not indefinitely, a major limitation on
the rapid achievement of the objectives of the program.

Organizational. There is a final limitation on the program which
should be noted——the organizational difficulties of setting up and main-
taining programs of so many types in so many areas. Many different
governments will be involved, as well as many different types of pro- -
fessional skills and esperience. To the extent to which the actual
operation can be decentralized in terms of immediate administrative
responsibility, the difficulty can be reduced. Put in turn, this ap-
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proach also necessitates the highest degree of coordination as to plan-
ning, poliey, and procedures.

1t is apparent that, for some time, the requests of peoples of under-
developed countries for assistance in improving their standards of
living will far exceed their own ability to do their part, as well as
exceeding the abilities of the peoples of more advanced nations to meet
their requests. The limitations which have been suggested are not
reasons for discarding the program, but for viewing it in a framework
of reality and feasibility. It should encourage hopes for the future,
but always with the full recognition that economic development is
not easy or automatic, ' '

DURATION OF THE PROGRAM

- No specific period can now be set for the duration of the program.
It is dynamic and continuing. It does not guarantee the attainment
of any particular standard of living, nor does it contemplate that
the cooperative effort toward material improvement will be terminated
upon the achievement of any previously determined standard of
living. 1In essence, it is an offer and a challenge to all nations which
consider that they have not realized the degree of development which
they could achieve with modern knowledge to join in a cooperative
effort for material progress. The program undoubtedly should be
carefully reconsidered from time to time by all participating countries,
and new or changed approaches may be required. - However, since the
objective of the program is so clearly long-run, the program itself
should be regarded as of comparably long duration.

THE FUTURE MAGNITUDE OF THE PROGRAM

While the technical cooperation program will be one for which no
specific time }imit can be set, the expenditure it wili require at any
particular time will be relatively small. The program which i is
thought will be practical and realistic for the first year is discussed
in some detail in section VII. . As the program develops in the future,
additional personnel will become available, additional experience will
be gained, and methods of disseminating information will be improved
so that the technical cooperation aspects of the program may be ex-
panded for several years. Eventually a time will come in which cer-
tain elements of the program will have reached the point of diminish-
ing returns, and certain techniques will have been transferred to the
point that many countries can more nearly stand on their own feet
with respect to technical assistance. As a result, the technical co-
operation aspects of the program will taper off.
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The investment aspects of the program will in most cases develop
progressively after technical assistance has made the necessary sur-
veys, trained the necessary personnel and in general prepared the way
for developments requiring capital investment, and as other existing
obstacles are eliminated. As this is done, investment may be
expected to rise rapidly to meet the needs and take advantage of
the opportunities.

In the long run, the program will deveiop in such a way that other
countries will contribute a larger and larger share to the total effort,
both in technical assistance and capital investment. This wiil be par-
ticularly true as the initial impetus and capacity in various fields is
transferred from foreign technicians to newly trained local experts,
and as local people learn how to form and usefully employ capital
and organize the productive capacity to creste bevond their immedi-
ate, urgent needs.
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IV. How the Program Will Be Carried Out

THE stccess or failure of the program will depend upon its practical
implementation. If the program is to be effective, its operation must
be based on private effort. individual and corporute. protit and non-
profit. governmental activities. and the effort of the nations them-
selves, joined tn international organizations. All these are essential
to provide the measnre of success which the high purpose of the pro-
gram deserves. Yet the very complexity and magnitude of the pro-
grzm make it necessary that the many agencies and individual efforts
involved be as closely coordinated as possible.

THE AGENCIES THROUGH WHICH THE PROGRAM WILL BE
- CARRIED OUT

The relationship between U. 5. bilateral projects and multilateral
projects has been illustrated 1o a degree by the projects which the
United Nations and the specialized agencies, the Organization of
American States {Oas} and other international organizations, and the
United States and private agencies have undertaken in the field of
economic development and which are outlined in appendix D. It is
not possible, however, to state any rule which will automatically de-
termine whether a particular project should be undertaken through the
multilateral channel of the United Nations, one of its specialized agen-
cies, the Oas or some other international organization. or on a bilateral
basis between the United States and the underdeveloped country de-
siring the assistance. The general guide is that international agen-
cies will be used so far as praecticable.

Although the exact application of this principle wiil appear only
as individual projects arise for allocation. it may be anticipated that
the multilateral system will most readily be used where a proposed
project is of direct interest to or invoives coordination ammong several
countries, as in the control of epidemic diseases or pests: where a
project requires the mobilization of the technological resouices of a

number of countries, when the need is great and the number of trained
technicians limited: where international wniformity or standardiza-
tion is an end in itself, 25 in the case of air navigation standards; or
where the international character of the source of the assistance may
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be particularly helpful in achieving its purpose. However, the United
States will undertake additional projects which it deems desirabie
and which are impracticable for the Tnited Nations, the Qas or other
uppropriate international organization to undertake even with U. 8.
support, because of lack of funds, inability to expand activities rapidly
enough, disinclination to undertake the project. inability to work in a
non-member couniry or other reasons limiting effective operations.
The U. 8. will also continue existing projects which would be adversely
affected if transferred and will carry out projects required by treaty.

United Nations and Specialized Agencies

The coordination of the work of the specialized agencies with each
other and with the Tnited Nations subject to the general policy guid-
ance of the United Nations Economic and Social Council is vital to
the success of the program. At its meetings in August, 1949, the
Council provided for the establishment of a Technical Assistance
Board, to be composed of executive heads of the United Nations and
of the specialized agencies. with such planning and executive func-
tions as will be required to assure that the program will be carried
out on a coordinated basis. The work of the Board would be subject
to review by the Council. which established a special committee for

- the purpose. The Council also considered a report prepared by the
secretariats of the United Nations and specialized agencies which:
shows the scope and type of activities which the organizations might
undertake during the first two vears of the program. This report is
briefily summarized in section VII. The General Assembly approved
the Ecosoc resolution on an expanded program of technical assist-
ance in November 1949 after the Economic Committee of the Assembly
unanimously adopted a resolution to approve the arrangements for-
mulated in Ecosoc. The next step in the United Nations program
‘is to call a technical assistance conference, probably in March or April
1950, to pledge funds.

The U. 8., as the largest single contributor to the budgets «f ‘ae
United Nations and its specialized agencies, will naturaily have ~on-
siderable influence in determining the general nature and purposes
of the individunal projects undertaken, but obviously its position is not
and should not be one of control. In fact, one of the great contribu- -
tions which che United Nations and the specialized agencies can make
in this field arises from their bona-fide international character.

Organization of American States

In the Latin American area, the Organization of American States
{Qas} can continue to make an efiective contribution to the program -
by promoting the coordination of the various technical assistance
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programs throughout the Hemisphere and by working with the United
Nations Economic and Social Council. in so far as the American
republics are concerned. It may be anticipated that the specialized
agencies of the OQas will likewise play a part. Where desirable, they
may establish 2ppropriate relations with corresponding specialized
agencies of the United Nations for the implementation of the pro-
gram, following the pattern of the Pan American Sanitary Organiza-
tion, which already has entered into an agreement to perform regional
services on behalf of the Worid Heaith Urg...:sztion.

Caribbean and South Pccific cmmissions

These two Commissions are established a<zncies partienlarly quali-
fied to further technical assistance programs in the dependent terri-
tories within their respective geographic scopes by planring projeets.
by serving as clearing houses for information or pregrams, by offering
advice to governments and agencies administering technicsl assistanea
programs, and by carrving out the projects upon which the member
governments agree.

U. S. Bilateral Projects

A number of agencies of the U. S. Government carry on activities
in the field of technical cooperation under the coordination of the
Interdepartmental Committee on Scientific and Cultural Cooperation.
(See appendix D.) It is anticipated that these agencies will continue
to perform the same functions in the extension of technical assistance
but their activities will be greatly enlarged and their area of applica-
tion expanded. They will also be closely coordinated in the plan-
ning and execution both with other U. S. bilateral projects and United
Nations projects in order that the total program in any one country
or region and the total over-all program may be mtegra.ted and bal.
anced to the most effective degree possible.

The Federal agencies other than the Department of State which
probably will have the most extensive responsibilities under the new
program are:

Department of Agriculture__. Soil conservation, plant entomology and devalop-
ment, extension service, forestry, statisties, efc.
Office of Education. Federal Exchange of students and teachers, fundament..l
Security Ageney. and vocational education
Public Health Service.._____ Development of publie-health services, research
and control measnres, training ; improvement of
vital statistics and public-health statistics,
consuliation ard traianing
Social Security Adminisira- Soctal-welfare services, social insurance (old-age,
tion and Office of Voca-  unemplo¥ment}, employment service, maternat
tional Rebabilitation. and child welfare, vocational rehabilitation
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Department of the Imterior_. tenlogicn] surveying for mineral and water re-
soarces. mining aand metaliurgy, waltiple-par-
pose water development includinZ reclamation
and irrigation, Ssh development. publicland
management. ete. ! also mobilizing technical re-
satrees of our fervitories and island possessions
{ Puerto Rico, Hawaii. Alaskar

Department of Commerce____ Census and statistical procedures, nuational in-
come aid balance-of-payments research, infor-
mation on foreign economic development oppor-
tanities for American busines fnreign inves{-
ment research. coast and geodetlc surveying,
weather. standardization apd iaboratory test-
ing, tidal and raacnetic ohservations

Civil Aeronantics Adminis- Aviation

tration.
Pablic Roads Admipistration. Highways
T. 8 Army Corps of Engi- Multiple-purpose water development. port and.

neers. harbor development
Interstate Commerce Com- Raitroads
" mission.
Department of Labor._ .. .. Industrial traicinz, apprenticeship and emplor-

ment service; industrial safety and health:

employment standards. labor legislation and

labor inspection: employment of women and

children : emplovmeitt in agriculture: produc-

tivity and other Iabor statisties: and laber.

business, and government interrelations
Housing and Home Finane Sheiter and urban development

Agency.
Federal Commuaications Telecommunications
Commission.
Treasury Department. . _.__. Taxation, fiseal policy, customs administration

As experts from other specialized fields are needed, they may be
“drawn from, or through, the Federal agency competent in the subject-
matitfer area.

It should be noted that. in conductmﬂr their programs, these Federal
agencies will draw upon the services and assistance of State and pri-
vate organizations and groups in their particular fields. For exam-
ple. the Department of Agriculture now draws upon the State Exten-
sion Service and the land-grant coileges for some of its personnel for
overseas projects. Training in industry is given by private industry,
after partial financing and arrangements are made through the Labor
Depariment. Most of the training in public roads has been in State
highway projects, an arrangement which the Public Roads Adminis-
tration worked out with a private national association. The Inter-
state Commerce Commission draws upon the services of private rail-
road operaiors and technicians in conducting technical assistance
projects to plan and improve railroad systems and maintenance.
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The Institute of Inter-American Affairs (I1as) is a government
corporation governed by a board of directors who are appointed by,
and responsible to, the Secretary of State. It cooperates with the
governments of Latin American countries in carrying out action
programs in the three major fields of health and sanitation, basic
education. and agriculture. Details of such programs are set out in
appendix D.

In the Latin American countries these programs are actually admin-
istered by cooperative agencies {known usually as “Servicios™) which
are established within the appropriate ministries of the host republies.
In most cases, the Iraa’s chief of field party or special representative
serves as director of the Servicio and. in this eapacity, functions sub-
stantially as an employee of the other government. The Servicios are
financed by joint contributions of the two governments and are staffed,
typically, by a comparatively small complement of United States
technicians ard a much larger group of Latin American nationals.
Al of the Servicio employees work closely together in planning and
executing the specific projects. The prime significance of the Servicio
as an administrative device lies in the joint financing, planning, and
execution of the work which tend to create, on the part of both United
States technicians and Latin American nationals, a genuine sense
of common responsibility and mutual accomplishment. This co-
operative approach assures stability and continuity of operations and
personnel training.

At present the activities of the Izaa are limited to Latin America.
In order that the effective techniques developed by this agency may
be more fully utilized under the new program, the proposed legislation
grants the authority necessary for world-wide use of the Servicio
device by other existing U. S. agencies and by 2 non-corporate insti-
tute which may be established within the Department of State.

" Private Agencies

The program of the private agencies, both profit and non-profit, re-
ferred to in appendix D, has in the long run been much larger
than similar government-financed programs. Looking to the future,
there is every reason to believe that the stimulus of a concerted, inter-
governmental effort will not restrict their efforts but will facilitate
their expansion.

Private groups can contribute to the objectives of the development
cooperation program in two ways: first, by participating in specific
projects; second, by providing advisory services and lending personnel
so that their technical know-how and specialized knowledge, based on
extensive experience, can be effective in developing and carrying out
the program.
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Wherever it is appropriate, the Government will employ or en-
courage the use of the services of private engineering and other con-
sulting firms on a contract basis for surveys and investigations of the
economic and technical feasibility of projects requested by foreign
governments and for construction and other assistance in carrying
out economic development projects.

In those fields of endeavor where economic development is of in-
lerest to private entrepreneurs, primary reliance will be placed on
them for the technical assistance which accempanies their investments.

The participation of non-profit organizations will be enlisted and
the effectiveness of their work increased by making available to them
direct and indirect assistance in the expansion of their own health,
education. and agricultural prcjects. The technical competence of
the nationals of the areas where such agencies now operate can be
immeasurably increased by the provision to such agencies of relatively
inexpensive laboratory equipment for their schools, the provision of
additional teachers in technical fields and in many instances by the
mere supplyving of such basic items as simple printing presses.

The skills and knowiedge of the personnel of these agencies should
be of tremendous value to the effective carrying out of the program.
They embrace knowledge of the way of life of peoples with diversified
caltures in virtually every part of the globe. They know what can
be done and what can not be done. This is equally true of those who
have successfully represented American business throughout the world
and those who, as missionaries, have given years of their life to im-
proving the lot of other peoples. It is applicable to agricultural and
industrial undertakings as well as to health and educational projects.

Government Service to Private Enterprise

The rate of economic progress of underdeveloped areas will in im-
portant measure depend upon the degree to which business apd the
‘nvesting public in the United States and other relatively advanced
countries increase the flow of capital to cooperating countries and-
provide them with the technical assistance accompanying the expan-
sion of direct investment abroad by profit enterprises. In order to
facilitate the flow of investment capital, and thereby obtain move
active participation by private enterprise in the program, the Govern-
‘ment plans to undertake. through the Department of Commerce, ex-
panded and intensified activity directed toward the collection,
organization, and evaluation of Information concerning develon-
mental plans and programs, and the dissemination of such information
to appropriate segments of business. The activity will range from
industrial development analyses covering entire areas, to the appraisal
- of individual industrial projects as an investment possibility, and will
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include the provision of information with respect to specialized per-
sonnel, equipment, markets. technological possibilities, weights and
measures, power sources. iabor supply, and other simiiar facts which
are vitai to business in reaching decisions with respect to investment.
Information existing within the Government will be used as it is avail-
able or developed and the Government would draw upon the informa-
tion available in private business. The program will provide a
connecting link with foreign governments to make arrangements for
any additional information surveys or planning which may be neces-
sary to bring a prospective project into a suitable stage for financing
construction or other action by American business. In providing this
service, the Department of Commerce would serve as a central point
of contact in the Government for obtaining and providing American
business with information relating to all types of foreign development.

Inasmuch as the Department of Commerce is under statutory re-
sponsibility to foster and promote the foreign and domestic comraerce
of the United States, it is proposed that $500,000 be allocated by the
President to that Department to carry on this werk during fiscal
year 1951.

SELECTION OF PROJECTS

The needs and requests for assistance, both technical and finanecial, -
in developing the resources of the less advanced areas of the world, .-
will so far exceed the immediate abilities to meet them that careful
consideration must be given both by the United States and the United
Nations to the selection of the projects to be undertaken first. While
- selection of individual projects will depend nltimately upon individual
judgments, a number of general criteria will be taken into account in
making such judgments. _
- ‘There are two fundamental considerations which must underlie
aceeptance of any proposed project: First, it must represent the free
choice of the country and be in its interest according to its own de-
termination. Second, it must further the basic objective of the pro- '
gram to enhance the living standards of the peoples of economically
underdeveloped areas by enabling them to realize more :Eu:lly the
potentialities of their human and material resources. '

Before any requested assistance is granted it must be determined -
that the requesting country can use that type of assistance efficiently.
There must exist in that country an adequate number of people who
have the basic knowledge to enable them to learn to put into effect
the technical skills involved. In many cases additional specialized -
knowledge will be of liftle value without the advent of capital equip- -
ment. Where this is so, there must be reasonable prospects of ob-

taining necessary funds from internal or external sources, ,inclu'dingf _

45



the esistence of conditions which wiil encourage private investment in
fieids speropriste for such investment.

Asgsistence il ordinarily be granted for projects which will make
a greater contribuzion to economic development and pational income
than would alternative projects. As already neoted, eforts in certain
fields must be undertzken first as a foundation for progress on many
fronts. For example, increase in agricultural productivity to relieve
the drain on foreign exchange from food imports or to maintain an
industrial population must usually precede advances in mining, in-
dustry, and commerce. Where assistance of advanced nat«:2 is re-
quested in an area lacking the fundamentals to make such assistance
effective, it must be postponed until those fundamentals can be
developed. '

_ As has been suggested earlier, granting of & particular kind of as-
sistance or; in some instances of any sssistance, may depend upon the
degree of order and stability in the area. There may be cases where
_current disorders or instability make it nnwise to make qny 1mmed1ate» :
attempt at economic development.

Other things being equal. the greater the degree of determination to
press for the;r own economic development swhich the people of a
country have exhibited, the greater will be the willingness of the
‘Uhnited States to assist them. Tu the same way, the greater the degree
of cooperation which they show the greater will be the U. 3. response.
Factors in cooperation willbea willingness to pay a fair share of
the cost of the program, a willingness to share their own techniques
with other countries, including particuiarly those less advanced in
any respect than themseives, willingness to take necessary steps to
get maximum results from assistance received. and willingness to
allow observers {o note an& report fully on activities carried out under
the program. -



V. _Financing the ngram——mTechﬁical |

Cooperation

THE TWO MaJOR aspects of the program, technical cooperation and
encouragement of the flow of investment capital, will require different
~means of financing. Contemplated provisions for financing technical
cooperation are described in this section and for capital investment -
in section VI. '

* INTERNATIONAL AGENCY PROJECTS

Certain decisions with respect to the financing of the programs of the
United Nations and the specialized agencies were reached by the

- Economie and Social Couneil this summer and approved by the Gen-

eral Assembly on Nevember 1€, 1949. The principles now adopted,
with the general concurrence of the United States, are as follows:
First, whereas the United Nations and the agencies will probably
maintain some technical cooperation activities under their regulsr
budgets, the large expansion of their programs in this field will te paid

for through veluntary contributions by countries which are members

of the organizations participating in the over-all program. Although
this might, in the case of the [Inited States, involve a percentage con-
tribuiion to the expanded program which might be higher than the
percentage which it pays of ‘e regular budget of an organization,
this would be on a voluntary basis, and every effort would be made to
get widespread financial support for the program through contribu- =
tions from each member country. Inthe case of the United States, this
plan will require modification in existing legislation which now sets
ceilings in terms of the dollar amount of U. S. contributions to the

- Wo, the Tro, and the Fio. The proposed legislation now before the - |

Congress is intended to permit contributions to the expanded programs
of the United Nations and the specialized agencies in excess of these
ceilings apphcable to the regular budgets of the United Natlons and
the agencies. - '
Second, contributions would be pledg@d at a Techmcal Assistance
- Conference to which all countries belonging to any one of the partici-
pating organizations would be invited. The Secretary-General of the

47



United Nations will call the conference, probably in April 1950. Con-
tributions would be paid into a central account and allocated to the
participating organizations on the basis of percentages established by
the General Assembly and the Technical Assistance Conference. The
proposed percentages are: United Natinns, 23; Ivo, 11; Fao 29;
Uxgsco, 14; WHo,22; and Jcao, 1. A small reserve fund would be held
back from automatic allocations in order to give & degree of flexibility.
Contributions might be in different types of currencies, with arrange-
ments made to channel the nonconvertible currencies to those organiza-
tions which could make the most effective vse of them.

Third, any country which receives assistance from an intergovern-
mental organization should pay a substantial share of the costs in-.
volved. In most cases, this should cover at least the expenses which
must be met in local currency, including such matters as office space, -
local travel and subsistence expenses, and local building costs if any.

If equipment must be obtained for permanent installation in the

country it should, if possible, be paid for by the country receiving it.
It may be found necessary to make exceptions in certain cases where
the situation of a country is such that it is incapable of raising even
local expenses, but this type of case should be regarded as an exception.

Fourth, if an assistance program should involve the establishment
in a country of a permanent or seml-permanent institution of some
kind—for example, a2 governmental service or z teaching institution—
then it should be so planned that the cost of this institution would
progressively be assumed by the assisted country.

U. S. PROJECTS

| Cost-sharing arrangements for future U. S. bilateral projects should,
in the main, follow those established in the past. :

Cost Sharmg

Present arrangements are flexible and are negotiated sepa.ra.tely. .
with each country. The general principle is that the recipient shouid

pay at least some part of the costs of the assistance rendered and that
the proportion should vary in accordance with ability to pay. In
general, at Ieast local costs should be horne by the recipient.

The U. S. Government generally has been paying the salaries,

external transportation and per diem of technical experts it sends into = -
‘the field. The foreign government has been providing the local sexy-
1ces associateqd with the project, such as office space, constructlon, land,
secretariat services and internal transportation.

In the operations of the Institute of Inter-American Aﬁaxm, the =

United States, in addition to paying the salaries and expenses of the
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members of its fieid party, contributes up to 30 percent to a common
pool with the local government for the continuing operation of the
project. However, total U. S. contributions to such pools have
averaged 16.5 percent in recent vears. This payment is not based on
the proportion of dollar to local costs. The fact that both parties con-
tribute emphasizes the parinership arrangement in which manage-
ment and control of the project is undertaken jointly. It is significant
that during the period of the operations of the Institute of Inter-
American Affairs and of the Interdeparimental Committee on
Scientific and Culiural Cooperation the proportion of their contri-
butions to project funds has steadily decreased while the proportion
of the participation of the countries aided has steadily increased.
(See chart G, p. 49.)

Materials

Valuable technical cooperation projects, such as demoastration in-
stallations, experiment stations, and -vaccination programs, require
dollar expenditures for somne materials and equipmert which the local
government may or may not be able to afford. The U. S. Government
should be in a position to cover some or all of the costs of such material
and equipment.

Technical cooperation programs would not include the financing of
capital investrent or the export of goods or equipment other than
iterns incidentai to the trapsmission of knowledge or skills. These
programs would not encompass more than training, experimental or
demonstration facilities. They would not include the furnishing, for
example, of 2 steel mill on the premise that it would contribute to the
interchange of knowledge and skills. - On the other hand, a model farm
or machme shop would be included as one of the demonstrauon in-
stallations refen‘ed to.

CONSOLIDATED APPRCPRIATION

In order to schieve full coordination among projects in the various
fields of activity and between multilateral and bilateral programs, the
funds both for T, 5. projects and for U. S. contributions to projects
of international organizations should be made available ia a single
consolidated appropriation. Funds can then be made avail: e te
the various cperatirg agencies as required to carry out a coordmated
over-all pattern of techn'cal cooperation activities.



V1. Financing the Program—Capital
Investment

WHILE THERE are many situations where the adoption of improved
techniques alone can lead directly to increased economic well-being,
economic development is closely tied to the process of capital forma-
tion. Capital investment has been taking place at a slow rate in most
underdeveloped countries, and there are real obstacles to an expansion
in this rate. Accelerated economic development requires that these
obstacles be reduced. In particular, it is believed that the role of
private investment from abroad, a type of investment which can make
a unique contribution to the development of underdeveloped areas,
can be expanded. To accomplish the objectives of the Point Four
Program, therefore, consideration must be giver to the availability
of new capital, to the deterrents to capital investment, and to sound
means for overcoming these obstacles and stimulating an increase in
the volume of such investment. :

SOURCES OF INVESTMENT
Local Investrnent

It is important that the major part of capital investment in under-
developed countries be financed from sources within the countries them-
selves. A large part of the physical resources and labor needed in
development must come from local scurces, and there are limits to
the amount of foreign debt which underdeveloped areas can support.
Moreover, the supplies of international investment funds are not in-
exhaustible. Domestic savings have always played the major role
in financing the transition of countries to modern, developed
economies.

There are, however, great difficulties in mobilizing domestic capital
in many of the underdeveloped countries. These countries, with low
per capita incomes, have 2 low rate of cirrent savings. Moreover,
what local capital is available is frequently hoarded, sent abread for
security, used for short-term lending at high interest rates, or invested
in land and speculative activities. There is need for efficient mechan-
‘isms both to enconrage an expanded rate of saving and to channel
available funds into productive enterprises. An essential and integral
part of the Point Four Program is the provision of advice and tech-
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nical assistance directed toward the improvement of domestic fiscal
systems to establish ccafidence in the national currency and to in-
crease revenues for essential government operations: the organization
of savings, lending and investment institutions: the adoption of tech-
niques to guide domestic investment: and the encouragement of
entrepreneurs.

Foreign Public Incvestment

However, in some areas, and particularly in those which are least
developed. domestic saving alone will not be sufficient in the near
future to support any significant economic progress. Investment
capital will be needed from abroad. Such foreign investment was
& tremendous factor in the rapid development of the United States
and Canada and in the development in the last century of countries
in Latin America, the Far East and other arezs of the weorld.

At the present time three main soarces from which foreign capital
may be obtained for investment in relatively underdeveloped aress are
U. 8. private investors, the International Bank for Reconstruction and -
Development, and the Export-Import Bank of Washington. The
private investor generally provides technical and managerial skill as
well as capital; private enterprise has real advantages for many types
of economic activity; and the private investor can therefore make &
most impertant contribution te economic development abroad. How-
ever, there remains a significant role for public lending in financing
basic projects which are frequently essential to 2 subsequent flow of
private capitzl. In fact, the two banking institutions were established
to supplement and encourage, rather than to compete with private
capital sources. They finance undertakings which are not appro-
priate for private investment or where private investment funds are
not available on reasonable terms. _

The International Bank has tended to move slowly and cautiously
in extending loans to underdeveloped countries. According to the
Bank, the fact that it has made only 2 relatively siall number of
loans to date results principally from the small number of adequately
worked out and well-supported projects submitted to it. It may be
expected, therefore, that the combined effect of the technical co-
operation program and the Bank’s own consultations with members
regarding their needs and capacities for development will produce
a consideraDle jpcrease in the number of meritorious loan applications
to the Bank. While the Bank depends on the private market for
most of its loanable funds, it has indicated on several occasions that it

_expects its present sources to be able to provide funds adequate to
finance all the economically and technically justified development
projects which may be submitted to it over the next few years.
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The Export-Import Bank. from its uncommitted lending authority
and annuzi repayments. can continue to finance exporter transactions.
development and other projects abroad which are particularly ap-
propriate to United States Government lending or which the Inter-
national Bank. because of its dependence on the private capital market,
the limitations set in its Charter and other considerations, will not
finance. '

Economic development in foreign areas will require continued and
expanded lending activity on the part of both of these institutions.
The need for investment in the basic utilities: hydro-eiectric power,
transportation, communications, port and harbor development. irri-
gation, drainage and reclamation projects. sewage systems and the
like-~all projects requiring large capital investment—is very great,
and the absence of facilities of this character is in many countries =
major obstacle to the flow of private equity capital, which is unable,
as 2 result, profitably to participate in the development of known
resources.

Foreign Private Investment

Primary emphasis in the present program is placed on the need to
foster an expanded flow of private capital investment. A major part
of the foreign capital required for economic development abroad will
" need to be obtained from private sources. It should be noted that the
two banking institutions discussed above have an important and direct
role in encouraging the flow of private capital: by facilitating the sale
of private securities with the institution’s guarantee and by joint
participation with private investors in loan projects without guar-
antee. Such joint financial operations can stimulate an important
flow of private investment funds to foreign areas.

In sddition, there may be an expansion in the sale of foreign secu-
rities in the American market. As world conditions stabilize, more
foreign governments and more corporate entities within foreign juris-
diction can be expected to seek capital in this country. The assurances
which flow from the registration procedures of the Securities Act of
1933 and the regulations of the Securities and Exchange Commission
may well contribute to an increased responsiveness to these offerings
by the United States investor. -

In general. there is abroad a vast area for private economic activity
with scope for diversified talents, variety of organizational patterns.
and specialized technology. In the field of manufacturing and ex-
tractive industries. fixed capital requirements are often relatively
large, and patents, technigues. and management skills are essential
to successful operation. In distribution and service activities, which
increase more than proportionately as economic development pro-
ceeds, the need for special skills and entrepreneurial ability is high.
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It is in these fields particulariy that American private investors can
contribute not only capital funds but enterprise, managerial experi-
ence, and technical knowledge to the development process.

If American capital is to make its maximum contribution abroad,
American investors must give due regard not only to their own inter-
ests but also the welfare of the persons directly dependent upon the
enterprise in question and to the interests of the foreign commumnity.
American investors should observe local laws, maintain fair labor
standards. contribute their fair share of taxes to the local community.
conserve as well as develop local resources, and so conduct their enter-
prises that the local economy as well as the investor will receive full
benefit from the activity.

Private investmnent from the United States can thus make a funda-
mental contribution to economic development abroad. However, in
relation to United States income and savings and in relation to the
need for American development ¢apital abroad, recent levels of net
private capital flow abroad seem low. It is apparent that the rate
at which United States private capital is invested abroad will need to
be greater than at present, and that capital will need to flow into more
diversified areas of investment if substantial progress toward the ob-
jectives of the Point Four Program is to be made.

In recent years there have been many cbstacles to the flow of U. &,
investment abroad. If these obstacles can be removed or made less
formidable, there is every reason to expect a considerable increase
over time in the flow of productive capital to foreign areas. Such
an expanded flow will not only contribute greatly to economic devel-
opment abroad but will also result in certain benefits to the United
States economy.

RELATIONSHIP OF FOREIGN INVESTMENT TO
U. S. ECONOMY :

In addition to the general economic benefits which have prevmuslv
been described as ﬂowmg from development of the economically un-
derdeveloped areas of the world, certain direct effects on our economy

-will follow from investment of American capital abroad. The export
of capital will make more dollars available to the developing coun-
tries and enable them to finance additional purchases of capital and
other goods directly irom the United States and from other foreign
countries. The result will be to expand U. S. exports, either to the -
underdeveloped country or, through the transfer of dollars, to the
other foreign countries from which the underdeveloped countries
buy. With the extraordinary domestic demands of the immediate
postwa: period now being met, expansion of foreign investment will
help iz maintaining domestic production and employment at maxi-
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muimn levels. This will become even more important as emergency
foreign aid diminishes.

In particular, the domestic impact of foreign investment will be
concentrated on industries producing goods for export and on such
services as shipping.- Among the industries producing for export,
the effect is likely to be concentrated on capital goods. but, to the
extent that the underdeveloped countries use dollars to buy capitai
goods outside the United States, our exports of all commodities that
foreign countries want from us but could otherwise not afford would
be raised. Without substantial foreign investment. ¢n the other
hand. a dollar stringency might arise after Erp ends which would
require substantial and painful readjustments in certain of our export
industries.

Continued dollar difficulties abroad would result in greater disrup-
tion of our foreign trade than these direct export effects alone would
suggest. Countries unable to obtain needed goods from the United
States would be forced to obtain supplies from non-dollar sources by
increasing the number of bilateral trading arrangements with sup-
pliers or by entering into regional multiiateral arrangements, in either
case discriminating against the United States. This formation of
non-dollar trade blocs would disrupt our normal trade relations and
spell the end of our efforts to secure a multilateral, non-discriminatory
world trading system.

Under the program a lonz period of net capltal export can be ex-
pected. Interest and dividends on these new investments will grow
but for decades should be exceeded by the annual net outflow of net
capital. Some time in the future they would presumably catch up and
surpass the net outflow of capital. At that time it will be necessary
for the United States to become a net importer of goods and services
(other than investment income) if the real benefits of the investment
income are to be realized. With a growing economy at home, this situ-
ation, which will be approached gradually, need create no great diffi- -
culties. If our income is maintained at sufficiently high levels we will
have the capacity to accept, in the form of 1mported goods and services,
the income from forelgn investments.

THE COURSE OF RECENT PRIVATE FOREIGN INVESTMENT
EXPERIENCE

The Point Four Program calls for an intensification of existing
efforts to foster the international fiow of capital, particularly private
investment. It is relevant, therefore, to examine existing U. S. invest-

' ment abroad, its geographic and industry distribution, and its earning
record. Particular attention should be given to new investments made
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during the last 2 or 3 vears, as 2 point of departure for analysis of the
factors hindering the foreign flow of U. 8. capital.

U. S. Investment Abroed

The experience of the United States as an investing country dates
from about 1900. although investments were not large in the aggregute
before 1914. During and after World War I private capital was
invested abroad on a large scale. This movement, in which the public
flotation of foreign bonds predominated and direct investments were
of lesser importance, Jasted until 1930. After that, stemming from the
extensive defaults of the early 1930°s, investments in securities virtually
cessed, and the existing portfolio decreased sharply due to the fact
that new flotations were at an extremely low level while redemptions
and repstriations were continuous and in substantiai volume.

Private long-term investments abroad. as of the end of 1948, totaled
about $17.0 billion. Of this total, 32 percent was invested principally
in securities—bonds and non-controlling holdings of equities—and 68
percent in direct investments. that is. foreign enterprises controlled -
in this country. Direct investments abroad at that time totaled $11.3 .
billion. (See table I, p. 57.) Approximately 20 percent are located
in Europe and the remainder primarily in Latin America and Canada.
Investments in other parts of the world are relatively much smaller.
Approximately one-third of these direct investments are in manufac-
turing operations, a somewhat smaller amount in service operations
such as electric utilities. railroads, wholesale and retail distribution,
while the remainder—about 40 percent—are in extractive enterprises.

Postwar American Investments Abroad

“The net movement of American long-term capital to foreign coun-
tries in the four vears, 1945-1948, amounted to $14.2 billion, including
subscriptions to the International Bank and Monetary Fund. Of the
total net capital outflow in this four-year period, $12.1 billion or 85
percent was supplied by the United States Government, and the
remainder came from private sources.!

*In addition the Government provirtded about $10 biflion in the form of grants
during this period. Dertailed information regarding Government loans and grants
in the postwar period has been presented elsewhere, notably in the quarteriy
reports of the Clearing Office for Foreign Transactions amd in the reports te
Congress of the National Advisery Comncil. Therefore ther will not be dis-
cussed here. It should be noted, however, that the bulk of these Government
investments has taken the foerm of loans to the war-devastated countries of
Europe and the Far East, including, principaily, the British loan, the reconstrue-
tion leans of the Export-import Pank, ECA loans, and the loans made to finance
".the sale of surplus property including ships. Only a relafively smail propertion
‘of the loans was made for development projects in the ordinary sense, and those
‘were made chiefly in Latin Asuerieca. :
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TABLE L TOTAL UNITED STATES DIRECT IXVESTMENTS
ABROAD, BY AREA

{Billivas of dollars: end of year)

Area 1919 9 1940 st

Canada__ ___ .. e i 4 2.0 21 3.3
Latin Ameries. . . _____ .. .___ 20 3.5 2.6 4 i
TP o e e 7 1.4 1.9 2.3
Other {incl. undistributed}___ . _______.___ 4 .7 7 1.6
TOTAL . e 3.9 7.7 7.3 1.3

1 Estimmatae for 1919 are not directly comparable with those given for Iater years since the comprehensive
consus of the Treasury Depariment is the basis for the Ixtter.

Sownoes: 1919 date-—Cleons Lewis, Amerira’s Stake i Tvlernstional Investments, Bwokmax institution,
1838, 1979, 1940, 18-~ International Eroncmics Divissen, Offive of Business Econromics. Department of

Public Flotation

The movement of private American capital inio foreign portfolio
investments has been relatively insignificant in the postwar period.
New loans, including the debentures of the International Bank, have
been more than offset by repayments on previously existing debts.

The bulk of the small foreign financing by public sale was for the |

purpese of refunding existin¢ indebtedness to the United 3tates.
Only $168 million of the issues of foreign countries have been floated -
for the purpose of raising new capital. mcludmtr $150 million raised
by the Canadian Government in 1948 to repay the Export-Import
Bank loan contracted a few months earlier.

The inability of foreign countries to raise any large amounts of
loan capital in the American capital market is undoubtedly accounted
for by two major factors: (1) The previous unsatisfactory experience
with this type of investment, notably the many defaults on foreign
issues which occurred during the depression of the early 1930's—ual-
though not as widespread as is sometimes believed, these defaults made -
the U, S. capital market relatively unreceptive to foreign issues;
(2) the unstable political and economic conditions abroad which have.
made it difficult to market obligations even of countries which before
the war had good debt records.

Direct Investments. On the other hand, the new outflow of Ameri-
can direct investment capital in 1947 and 1948, about $650 million and = -
- $800 million respectively, exceeded the totals reached in the previous *
high years. In addition foreign investments have been increased sub-

stantially exch vear by the reinvestment of earnings of foreign subsid- -

iaries. Such reinvestment in 194518 averaged about $375 million
a year.

This direct investment has been concentrated both by area and
industry. {See table IL p. 58.)



TABLE Ii.

MOVEMENTS BY

XET UXITED STATES DIRECT-INVESTMEXNT CAPITAL

AREA AND INDUSTRY, 1945-1947

€32 mihices of dolisrs increase (-3 or decress (-} I Investments abrowd)

' ! American ERP%ER?:GM, Other
Totat (’anat%a RE,JGD' | coum- {demt:-: Eumpe' COUlt-
: o hes tries Posloms triest
Total, ail indus . , 5 ‘
tries: i _
1945 . L O ﬁa %0¢1m4 -6, a,—mzmszﬂg' ~30.6
1945 V3884108 155 THILT 444 L0 4454
1947 ‘:_—~m4 m&ﬁv 4@?,?“4—;3 1**2&.9, +1. 741582
Manufacturing: ; - , :
L P+ 67 *-2-42.2 —%-21.2;5 +3.8. .. .8 -3
16 . L L. L. | 16511 1 +i6.8 +48 .6 £.7 +5¢
(10 7 S 4929 .5 4508 9.8 +.3 119 108
Distribution: é i : - '
1885 . . ... L 12T +3.8-12.5 +.1f +.2 -43
1% T P22~ 2 A8 H F4 2 b6 b i RILS
1947 . ... .. .| $45.00 —48 3L 4 464 FLT.__. +83
Agricuiture: 3 ¥ i
1945 . . . . .. . P rg8 4.3 1467 LY M) ...  —5 1
1946 . . .. .. L] +GEB . -8 S I O
135 I R Tt b O - PUSUURE B
“Mining and smelting: “ 1 { .
1945 . ... ..., ~Z0 425 —6T.__.... | Lo Lo$.2
1846 . . . . . .. P20 %) L 1202 ... i =5l .. I |
1947 . .. .. .. P +184 -7 +182 +.2 ~20 ~1.5 +4.2
Petroleum: - : '
1945 . . . ... . 4878 -39 4TLY 27173 4.1 +40.5
1946 . ... ... 158 24+ I LT I0L 3 +6.6 L5 —. 1] +30.7
1947 .. L. . L. +454 6--26. 9 +260. 8 +18 7+25. ¥ +13+122.0
Public utilities:
1945 . . ... L L —06. Y -58 +17 .1 .. —8% 1 ~3.8
1946 . . . . . .. | —84.% ~53 —79 T £ +.1 +.9
1947 . . . .. .. —9.7—26.1 +17.9] +. . io..lo.... —1.8
Miscellaneous: s : :
1945 . . ... L. P +13 4 +38 +26 +33 (O +.} +38
1946 . . . .. .. P +3L1+18.7 +12.60 — 9 +.1 +.20 +.4
1947 . . . . 1 . . +96.6i+33.7 +39.8 481 +L0-_.._. +13.8
: : i i i [

! Ineludes miner investroens gnallocable amGHg areas.

* Indndes paper and pulp.

3 Includes fshing.
s Less than $50,000.
¢ Incindes insgrance,

Nm—mmﬂdosmtneeemﬂyaddmmmé_mmmundin& 'Exeladea‘m%nvmdeam&.gsntmign

beidiari

Interaationsl Egonomics Division,
Offiee of Business Economics,
Depariment of Commerce. March 21, 1346,



Petroieum. This investment occurred chiefly in northern South
America, notably Venezuela, and in the Middle East. The apparent
prospect of a continued incresse in the world demand for petrolenm
coupled with the discovery of extremely rich low cost reserves in the
Arsbiap Feninsula stimulated both American and European compa-
nies to expand their foreign production. In addition, the petroleum
law of Venezuela was modified to provide that 10 percent of the Vene-
zaelan output of crude oil must be refined within that country. A
large program of refinery construction was subsequently initiated.

Manufacturing. Most of this went to Latin America, although a
significant net movement into Canada was evident in 1945 and 1948.
These figures represent investments by various industries—automo-
biles, elecirical machinery and equipment, mest packing, pharma-
ceuaticals, snd others,

Distribution. The increase in this category was widespread geo-
graphically. Although it includes some retaﬂ stores, it represents
largely the postwar expansion of the assets——presumably chiefly in-
ventories and ascounts receivable—of the foreign sales subsidiaries
of American manufacturing enterprises. N

Agriculiure. Investments here are significant only in Latin Amer-
ica. The expension was due mainly to the fruit companies, which
were going into new areas and new crops, partly to offset the effect of
plant diseases. Cuban repatriation of American-owned sugar prop-
erties was partly offset by additional investments in other sugar
interests.

Mining and Smelting. XNon-ferrous metals shortages and the pro-
- spective exhaustion of domestic iron ore supplies have induced signi-
ficant investment abroad. American companies have been expanding
in Chilean copper, and are developing the iron ore resources in Vene-
zuela, Liberia, Labrador, and Australia.

- Public Utilities. Liguidations dominaied this field aithough there
has been some cutflow of capital to Lat;n America. .

Earnings on Foreign Investment

The estimated income from these direct investments has been in-
ereasing steadily sinee the war. (See toble ITL, p. 60.) From 1938
through 1945 it amounted to about $400 miilion a year. After that
time it ineraased consecutively to $622 million, $834 million, and $397
million (preliminary) in 1548. Reinvested earnings not included in
these figures {see table II1} rose from $221 million in 1945 to a pre-
liminary estimate of sbout $376 million in 1948. ' In each year, it will
be noted, reinvestment amounted to about one-third of total earnings
{zxcluding reinvested earnings of branches, which it is not posszble to
estimate separately).
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TABLE III. INCOME ON TU. S. DIRECT INVESTMENTS ABROAD,
NET CAPITAL OUTFLOW (<) OR INFLOW {—), AND REINVESTED
EARNINGE OF FOREIGYN SUBSIDIARIES

{In miitions of dollars}

; |
| Neteapital | pogcecied

o B 4 H A

e | Tmes | R, Smnes
B938. . L . L L L 437 16 | 54
1939 . . . . . . ... .. ... ce 397 . =9 140
1940, . . . . L. L. oL . ; © 413 —32 42
19410 _ .. ... Lo oL 400 —47 181
1942 . . .. L L L. e . 358 —18 184
1943 . . . . . . e e e e 368 —98 | 176
2 418 -71 1 173 .
1945 . . . . e e e e e e R 425 4+ 300 221 _
1946 . . . . . . . . .. ... 622 +140 303 -
1947 . . . . . . ..o e . 834 1666 | 398 ¢
1948 (preliminary). . . . . . . . . . .. L 997 4793 569 o

! Includes net profits of Americar companies opersting directly abroad, plus dividends received from .
- loreign subsidiaries,
* Undistributed profits of foreign sabsidiaries only.

Source: Internationsl Economics Division, Office of Business Economics, Department of Commerce | -

Data of the Department of Comnerce indicate that the total earn-
ings of American direct investments abroad. after foreign taxes, in -
1945, 1946, 1947, and 1948 were 9.2, 12.2, 15.2, and 17.1 percent of the
value of the U. S. investment (at the beginning of the year, and exclud-
ing investments in countries not readily accessible to private invest-
ment, principally Germany and Japan). It is difficult to make accu- .

rate comparisons with domestic operations. Nevertheless it is worth -

noting that the National City Bank calculations of net income after
U. S. taxes, in proportion to net worth of domestic corporations
(roughly adjusted to eleminate industries in which there is no corre-
sponding investment abroad), showed 7.7, 9.1, 12.0, and 13.8 percent
returns respectively in the same vears. This indicates that the postwar
differential between domestic and foreign earnings is not high. Its
small size is probably a significant factor in the unwillingness of U. S.
_ capital to move abroad. In some industries the differentials are of
course greater.

Other Aspects of Postwar Irvestment 4broad

There are important dlﬁerences between direct investment abroad
in the prewar and postwar periods. In earlier years, it was common
for securities to be offered to the public in order to finance direct
investments abroad. Of the net outflow of direct investment capital



of 8538 million in 1928 and %602 million in 1929, 28 percent and 42
percent respectively were financed through public ofierings of securi-
ties. In the postwar period, on the other hand. there has been prac-
‘tically no recourse to the capital market for funds. New capital in-
vested has come almost entirely from the undistributed domestic and
foreign earnings of the companies.

Although there are between two and three thousand American com-
panies with foreign branches and subsidiaries, over 75 parcent of the
net outflow of &meucan direct investment capital in the postwar
period is accounted for by the activities of 10 companies. About 12
ecmpanies accounted for half of the income received on our foreign
direct investments in 1947—evidence of the large size of some of these
CONCEerns. -

Experience has indicated that American companies which invest in

export industries abroad have had in general a better experience with
foreign exchange contrels than those companies whose products or

services are sold solely in domestic markets and/or which involve the

import of parts or finished materials. In most cases the former .
_ comparies have been allowed to retain abroad whatever portion of
“their foreign exchange receipts was not reeded to cover local produe-

tion costs. This has enabled them to pay dividends and meet outside
-2Xpenses without the necessity of applying for exchange permits. In-
some countries this advantage has been at least partially offset by
forcing the companies to purchase local exchange at discriminatory

rates. o '
The flow of direct investment capital is highly desirable under the.
Point Four Program because it takes its own technology with it.
While the amount of new investmert of this type has been quite exten-
sive, the geographic distribution has been limited. The countries of
Europe have not been attractive fields for investment, presumably

because of international politicsl tension. The buik of the new capital
has flowed to Venezuela, Panama, Canada, Brazil, and the Middie
East. The restricted spread, both geographic and industrial, substan-.
tiates the fact that there are serious obstacles to the flow of prwate _
capital abma{L :

OBSTACLES TG PRIVATE F OREIGN INVESTMENT

In recent years, the United States has itself prov xded attractive
investment opportunities. American corporations can employ their
funds in profitable undertakings here. At the same time they have
found it difficuit to raise equity capital. Accordingly they have used
part of their earnings for domestic undertakings and have not gone
into foreign projects except when considerations other than relative
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profits have been involved or when the spread between prospective
domestic and foreign earnings seemed very large. As the process of
‘domestic capitel replacement and expansion slows down, there may be
a greater amount of interest in the foreign field.

Unstable political conditions are a deterrent to the flow of private
investment abroad. ¥ear of war with its threat of damage and de-.
struction, fesr of revelution with iis additional threat of confiscation
and seizure—these constitute important obstacles to the prospective
investor. Until further progress is made foward general world politi-
‘cal stability, continued reluctance of American capital to invest abroad,
at least in certain parts of the world, can be expected.

As already indicated, profitable opportunities for private invest-
ment in some underdeveloped areas must awzit the development of
basic services in these countries. The lack of railroads and port
facilities, for example, may make the utilization of certsin resources
- impossible. Manufacturing industries may not be feasible, because -
there is an insufficient supply of electrical current. Significant invest-

ment, usually in the basic sectors of the economy, may be required

before 3 situation economically attractive to private U. S. investors is
created. The technical cooperation program can contribute signifi-

cantly to such basic development in foreign aress, taking advantage =

both of local resources and the facilities of mtergovex nmental loan
© inpstitutions. R
Another obstacle is the fact that in many areas the knowledge and
skills which are required for successful operation of an enterprise are
lacking. In addition, the effectiveness of local labor is seriously re-
duced because of widespread disease, lack of proper nourishment, and

inadequate living conditions. The technical cooperation program can =~

also contribute materia}ly to the alleviation of these difficulties. :
Unfortunately, there is also considerable misconception among po-

‘tential American investors about foreign areas. These areas are fre-

quently unknown, their opportunities are unfamiliar, and difficulties .
encountered in one foreign srea are too readily generalized to encom-
pass all foreign areas. For example, some investors are inclined to -
say that, because certain countries have defaulted on their dollar.
‘bonds, none of them has high standards with respect to the validity
of contracts. As s genera.hzamon such views serve unjustly to dis- -

courage foreign investment. It is probable that this attitude will =
diminish as more U. S. investors become familiar with condltzous in
various countries abroad.

Restrictions Imposed by Foreign Gouemmen!s

Although the clearing up of misconceptions on the part of investdr's.f
as to actusal conditions abroad may help to increase the flow of invest-
ment, major additional obstacles exist as a result of action by foreign
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governments. These actions generally take the form of restrictions
or impositions on private enterprises, some of which apply to all
private investment whether local or foreign, while others apply only
to foreign investments.

Restrictionz on the Right To Do Business. Very important among
the obstacles is a threat to the safety of property rights—such as
nationalization or expropriation without effective compensation.
There are countries in all parts of the world that have carried out
such measures. The constitutions of foreign countries may make
such seizures easv. The policy of other governments makes clear a
future intent to take over many industrial activities now in private
hands. . In these circumstances neither domestic nor foreign private
capital will invest on a large scale unless there is assurance of prompt
and adequate compensation, or unless the opportunities for profit are
so large that the quick return of principal plus net incorme is assured.
Such operations are not vsually the most suitable for sound develop-
ment. Government competition with private industry may be classed
as a threat to property rights if governments intend to make their
competition an eﬂectxve means of puﬁmg private capital out of
business;

In addition there may be definite prohibitions against foreign capi-
tal entering certain reserved industries and locations. Where licenses.

_are necessary before a new foreign-owned company can start in busi-
Dess, such a license can be denied on the grounds that there are at
present sufficient plants in the particular industry. Such laws
(sometimes called saturation laws) make it easy to protect emstmg
monopolies.

Restrictions on the Rzght To Manage One’s Enterprise. Many coun-
tries have regulations requiring 51 percent local interest in the voting
stock. While exceptions are usually permitted, the existence of such
regmlations constitutes a hindrance to many types of new investment..

There are regulations which prevent the discharge of inefficient
employees, or the hiring of foreign technicians even when local tech-
nicians of the necessary quality are not available. Frequently labor
unions may have such privileges under the law that they can
dictate the personnei policies of the companies. :

- In some countries governments have insisted on representation on

boards of directors or on having loca.l citizens constitute a ma}onty
of the board members.

Restrictions on the Right to Income fmm the Investment. Double o |

taxation is one form of such a restriction. Occasionally too, there
is tax discrimination based on size or some other distinction that
clearly makes its effect anti-foreign. More prevalent, however, are -

measures Jtipulating limits on profits earned, requiring profit sharing,
‘or preventing the transfer of any or of more than a given percentage
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of profits to the curvency of the investor. This last type is & common
result of exchange controls in which foreign investors have been given
low priority.

Reasons for Such Resirictions

1t is possible to categorize roughly the factors which have given
rise to the imposition of obstacles by governments abroad. :

Ezxperience with or Reputation of Private Capitalism. Certain
countries of the world have had what they regarded as unsatisfactory
experience with private capitalism. The experience of the United
States, with its regulation of monopoly practices and with other kinds -
of social control. has ténded to hide from .Americans the sbuses some- -
times associated with private capitalism in other countries, where such
social controls are not. or have not been, in effect. International car- =
tels have characterized much industry in Europe, with effects leading
to nationalization of basic industries both in Europe and in countries -
familiar with European experience. In the underdeveloped coun-
tries themselves, local capitalistb have generally had a much worse -
record than foreign investors. in terms of wasteful exploitation of
resources, poor wages and conditions of labor, graft and bribery, and
resistance to social control. = It is small wonder. therefore, that some
of these countries have enacted far-reaching programs of social legis-
lation and that some of them have taken measures to protect their
natural resources and to nationalize many industries. 'Their suspicion
of all capitalism, local and international, has resulted in a body of

legislation. a political climate, and an extension of direct govern-

ment operation into & widening economic snhere that are antlthetxcal :
to private capital of any nationality.

Nationalization of mdustry, of course, prevents private mvestment' '
in the fields where nationalization is most common and discourages
private investment in other fields because of uncertainty as to the next ' -
extension of the nationalization program. Statism, as exemplified in
communist areas, makes private foreign investments impossible be-
cause of its denial of the right of private property. Such obstacles '
impede private enterprise, whether domestic or foreign. o

Ezperiences with Foreign Investments. Many countries have had'
experiences with specific private foreign investments which have -
caused loyal and mtelhgent citizens to question their general de-
sirability. Those experiences have provided fuel for anti-foreign
propaganda and for regulatory devices which have created a basic
- hazard in the way of private foreign investments. The ideas arising
from a limited number of particular cases seem in some countries to -
have established confirmed prejudices with respect to all private
foreign investment. So powerful have the ideas become that many.
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who feel that foreign capital could contribute to the well-being of the
country dare not publicly favor private foreigm investments lest they
lese public influence.

Unfavorable judgments about foreign investnients hayve related par-
ticularly to foreign enterprises engaged in raw material production.
When there wes little other development, such enterprises, which nat-
urally tend to become large. plaved an important role in the eco-
nomies and sometimes even the political life of such countries. In
this early period the relative freedom of large extractive enterprises
from government controls and, when successful, their large profits
helped to foster the mistaken belief that such enterprises did not con-
tribute to the economy of the country and that they only removed its
natural wealth. There was no recognition of the fact that value is
created and income is obtained by sale in the market place. The
cccasional activity of some of these enterprises in years past in oppos-
ing the objectives of some political groups alse helped to foster the
feeling that all private foreign investments interfered in local politi-
calaffairs. The prevalence of such ideas has induced underdeveloped
countries to refuse to grant to foreign enterprises concessions con-
taining terms essential to effective development.

Nationalism

Nationalism. in the extreme forms which it sometimes takes. is re-
sponsible for the erection of basic obstacles to private foreign invest-
“ment, although nationalism intelligently directed can be a strong con-
tributory factor encouraging such investment. It is easy to criticize
the foreigner and to condemn all foreign enterprise.

The results of nationalist thinking take various forms. They may

be simple prohibitions against the entry of foreign capital in strategic

and military industries or in specified areas along national boundaries. = |

Often they take the form of the prohibition of the ownership of specific -
enterprises, such as hydroelectric installations, or lead to government
ownership and operation of all activities related to the explmtatlon

"of natural resources. By appealing to nationalism, local vested in-
terests are often able to prevent the development of industries and re-
sources and to keep to themselves the control of economic activities
in their country.

Economic Difficulties—Exchange Stringencies

Today, governments have assumed responsibility for preventing too
great sacrifices by their people. Hence, when economic difficulties
necessitate restriction of the use of foreign exchange, the procurement
of the necessities of life is frequently given priority ove: =il other
types of transactions that require foreign exchange. Ii.uiih as
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public sentiment in underdeveloped countries is often opposed to
foreign investments, it is natural that the remittance of income from
them is given a low rating. Inasmuch. also. as private foreign in-
vestments are made in the expectation of receiving income therefrom,
the inability to transfer income into the currency of the investor con-
stitutes a substantial obstacle to new investments. Still lower ratings
are usually assigned to capital transfers with the result that the trans-
fer of the proceeds of the sale of an investment is even more difficult
than that of earnings. Private investors prize greatly the ability
to shift their capital from one use to another, and the restriction in-
herent in exchange controls thus constitutes a further and important
obstacle to private foreign investment. Too often, moreover, these
restrictions are aggravated by arbitrary administrative changes in
rates and priorities, with the result that caprice rather than principle
may goveril. :

OVERCOMING THE OBSTACLEZ COF PRIVATE FOREIGN
INVESTMENT

,Many of the principal obstacles to private foreign investment stem
primsrily from actions of foreign governments. These actions are
not equally justifiable or condemnable. Some have roots in basic
differences in political and economic philosophy ; others are motivated
by temporary political and economic maladjustments. A composite
program is thus needed if an effort is to be made to provide a common
meeting ground for the foreign country and the United States investor.
This program must include measures which will contribute to a new
‘way of thinking about foreign, and even domestic; investment in
certain countries abroad : obviously such measures will require the most
careful preparation and negotiation, and their effects will become
manifest only over a considerable period. Other measures will seek
to mitigate a temporary maladjustment. There has been too great
a tendency to assume that a single measure can eliminate the difficulties
atonce. The problem calls rather for various activities, each focusing.
on special problems in part, while also contributing to the fundamental
objective of the creation of a healthy mvestment climate.

Through Over-All United States Foreign Policy

Many of the obstacles which arise from extreme forms of hai_-_ .
tionalism, from the fear of world iuistability, and from economic dis-
locations due to the imbalance in the world trade pattern will be -

affected by the broad programs and policies which are now a part of

the whole forelgn policy of the United States. Through participation
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in the European Recovery Program. the Military Assistance Program,

the United Nations and its specialized agencies. through the reciprocal
trade-agreements program and sponsorship of the Iro. and through
many other activities, the United States is exerting influence toward
the establishment of more stabilized political conditions and more sat-
isfactory economie relationships throughout the world. These efforts
to help create a sense of security and an expanding and balanced world
trade pattern. and to alleviate economic dislocations arising from the
war, will, as they achieve success, eliminate many of the basic causes
for imposition by foreign governments of deterrents to mutually.
advantageous investment.

Through the Negoliation of Treaties

Of prime importance are efforts to improve the climate for for-
eign investments and give greater confidence to investors. To assist
in accomplishing this end this Government is endeavoring to negotiate
bilateral treaties with foreign governments which will give assur-
ance of fair and reasonable treatment on a reciprocal basis. Treaties
of friendship. commerce and navigation are currently under negotia-
tion with a large number of countries and contain more comprehen-
'sive provisions for the protection of investments than did earlier
treaties. The situation in each country differs with respect to the
exact nature of the treaty which can be negotiated; modifications are
made to meet such speclal needs.

It is to be expected. however, that in view of the at*xtude, previously
described, which exists in some countries regarding private capital.
there will be varving degrees of receptivity to our treaty proposals. In
some cases the real benefits which private investments can bring to a

country will come to be appreciated only gradually and through a -

process of education. The technical cooperation program itself can be
an effective means to this end.

In preparing treaty provisions for the protectlon of U. S. enter-
prises, private business organizations have been consulted. '

The proposed treaty commitments seek to secure for U. S. investors
the assurance of nondiscriminatory, reasonable, fair and equitable
treatment. Such treatment should in general be no less favorable than
that accorded to the nationals of the foreign country. The treatment
accorded U. S. investors should also be no less favorable than that; '
accorded to nationals of a third country. .

Assurances are also sought of reasonable freedom to operate, control -
and manage enterprises.

The treaties contain a commitment of prompt, adequate and effective.
compensation in the event of expropriation of an investor's property.
If compensation is paid otherwise than in the currency of the investor,
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such compensation is to be convertible into the investor’s currency on
a basis which protects his interest.

The treaties deal with the right of the investor to withdraw earnings
and reasonable smounts of the principal of the investment. They
seek to define the conditions under which exchange restrictions may be
imposed and to protect the interests of the investor with respect to such
restrictions.

The treaties also deal with certain aspects of taxation and contain
assurances regarding tax discrimination against foreign investors.
Questions of double taxation are deait with by separate tresties.

The purpose of these treaties is to provide the basic legzl climate in
which the citizens and enterprises of each party may do business in the
other’s country. They are of a long-run nature and cannot address
themselves to all the problems now confronting the prospective in-
vestor. Though the signing of a treaty will do much to encourage
inwrestment abroad. it cannot of itself result in an immediate and large
flow of such investment.

The treaty program must therefore be paralleled by other measures,
such as those aimed at establishing a reasonable balance in inter-
* national accounts. This will permit the gradual elimination of ex-

change restrictions. For the immediate future, a pregram directed at
current difficulties, such as the inconvertibility problem. must also be
considered.

Through Tax Incentives

Considerable discussion has taken place with regard to the possibility
that a differential alleviation of the tax burden of American investment
abroad would serve as a marked inducement to the expanded flow of
such investment. There are undoubtedly many cases in which such
alleviation would constitute a real financial inducement, particularly
in areas where the local tax burden is low. However, it is importantto
remember that a relatively small proportion of the irzome from
foreign direct investments of American corporations is now absorbed
by C. S. taxes. The total margin for offering inducements is thus
relatively small in the average case. In general, investigations of the
subject indicate that U. S. taxes have little weight in the corporate
investors’ appraisal of foreign investment opportunities.

- The relatively low percentage of income from foreign investments-
which is absorbed by U. S. taxes is a result of present law which
{a) allows Income taxes paid abroad as a credit against U. S. tax
liability, and (b) affords preferential tax treatment to domestic
corporations whose business activities are Jargely confined to certain -
areas, chiefly within the Western Hemxsphere. The rate of UL S. tax
paid on income from foreign investment varies of course above and
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below the average, according to country. because of variatious in the
rates of foreign income taxation. and according to whether the enter-
prise qualifies for preferential tas treatment.

Present law also offers advantages to foreign investment by (a)
permitting foreign net losses to be deducted from taxable income
derived in the United States, and (b) exempting from tax the earned
income of American citizens resident abroad. In addition. since the
income of foreign subsidiaries of American concerns is taxed only
when remitted to the United States. their foreign earnings can be
reinvested indefinitely without incurring U. S. tax liability.

Experience in the actual operation and application of existing tax
laws to income derived from foreign sources indicates, however, the
appropriateness of additional measures such as are outlined below:

{a) The present law places certain limitations upon the allowance
of taxes paid to foreign countries as a credit against U. S. tax
liability in order that taxes paid to foreign governments may: not
be used to reduce the Federal tax yield on income derived from
sonrces within the United States. Howerver, in the interest of stimu-
lating foreign investments and to give additional recognition to the
net result of foreign operation upon taxpaving ability, the condi-

tions governing foreign tax credits should be liberalized so that

greater tax relief might accrue where some foreign activities result
in net profits and others in net losses. '
{6) Liberzlization of the foreign tax credit in the situation where

the American corporation holds less than a majority control of the -

foreign corporation is appropriate. At present the credit may be
allowed only where the American corporation holds majority stock
countrol of the foreign corporation. There ave situations where under
local requirements the American corporation is not allowed to hold
the controlling interest in a foreign corporation and does not, there-
fore, receive the foreign tax credit for taxes paid by the foreign
corporation.

(¢} Liberahzation of the E‘L\—exempt status of U. S. citizens

while abroad would encourage them: to participate more actively -

in developmental activities abroad. At present. the individual

citizen must be out of the United States for the entire taxable

vear before his earned income is exempted and then only if he is'a
bona fide resident of a foreign country. It would seem appropriate
to liberalize the esemption of earned income in these situations to
enable citizens who subsequently establish residence abroad to
qualify retroactively for the exemption of income earned during
their first incomplete year of residence abroad. o
(d) Under the present Federal estate tax, there is no credit
allowed for foreign death duties paid on property owned by U. 8.
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citizens in foreign countries, This has a deterring effect on
individuals contemplating service abroad. The excessive tax burden
in such cases should be reheved by means of a credit against the
Federal estate tax similar in principle to the credit for foreign taxes
allowed for Federal income tax purposes.

{e} If practicable, the income derived by domestic corporations
from branches and agencies abroad should be given the same tax
treatment that is available to foreign subsidiaries. Thus taxation
of such income might be postponed until the income is returned
to the United States. This would appear to be desirable in the in-
terest of stimulating foreign investment and should encovrage both
direct foreign investment and reinvestment by domestic corpora-
tions with branches and agencies abroad.

To accomplish the liberalization outlined above, proposed legisla-
tion will be submitted to the Congress at the appropriate time. In
addition to the foregoing, major attention is being given to the expedi-
tious conclusion of international tax treaties. This would not only
resolve issues of taxability in the United States and abroad, but should
also work toward a reasonable allocation of sources of taxable income.
The foreign tax credit employed in the U, 8. income tax is designed
- for the purpose of minimizing international double taxation but is
sometimes deprived of its etfectiveness as z result of varying types
of income taxes, varying concepts of taxable net income and the over-
lapping concepts of source of income.

At present the United States has bilateral tax conventions in force
with six countries. and others are in various stages of negotiation
or ratification. This program is being actively pursued independently.
of the legislative revisions in the tax system mentioned above. '

Through Technical Cooperation

The technical cooperation phase of the Point Four Program will, in
and of itself, operate toward overcoming some of the obstacles which
are now deterrents to the flow of private investment abroad. While
it is true that some of the results of this program will take considerable
time to become manifest. there are others which may almost immedi-
ately show prospéctive U. S. investors 2 more attractive promise in
business opportunities in foreign areas. o

Major benefits in this direction can be expected along the follomng _
{ines: .

Awarenexs of Opportunities. Our foreign policy’s new emphasis on
development of underdeveloped areas, the publicity that will attend
the technical cooperation program, the clear indication of fore:gn comi-
munities’ desires to take constructive measures for economic progress—
all these can be expected to have a psychological impact on investors
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generailly. In addition. reports of diagnostic missions, findings of
specific survey teams, improved statistical reporting. and demonstra-
tion and experimental projects can bring to light specific investment
opportunities.

These factors will aiso have an effect on local investors. They may
also be prompted to take a longer run view of the earning prospects of
their investment, with beneficial results on management policy. kEx-
vanded jocal investment activity will constitute a large inducement to
foreign capital.

- Productivity of the Labor Force. Labor that is debilitated by disease
or malnutrition, or is illiterate or untrained. may not be cheap labor
even at low wage scales. Improvement in the condition of the labor in
{oreign areas will result in more favorable cost calculations for foreign

vestment,

/D Improvement of Government Techniques. The techmcalcoopemtmn
program can contribute to an improvement in local community serv-
ices, such as police and fire protection and maintenance of roads: in
government statistical services; in export- import controls and manage-
ment of foreign exchange resources; in budget techniques; and
especially in government fiscal mana.zement While such mmprove-
ments may lead to higher taxes. they will reduce the hapbazard. inter-
mittent and extraordinary tax levies that some governments have re-
sorted to when casting about for new sources of revenue. Such im-
-provements should provide a stimulus to foreign investment.

- Receptivity to Private Foreign Investment. As foreign govern-
ments study their needs and capacities for economic development and
as they receive advice on the best means to achieve des-lopment, they
may come to recognize the constructive role that private foreign in-
vestment can play in appropriate fields. Moreover, as government
techniques of management and administration improve, it can be ex-
pected that concern about the dangers of foreign investment within
their countries will diminish. On both accounts, the attitude of gov-
ernments to capital from abroad can be expected to improve.

Development of Local Capital Market. The technical COOpemtlon
program will be concerned with measures for mobilizing savings and
stimulating local investment. An organized capital market can facili-
tate investment by providing -credits as needed. Moreover, such a
market provides some publicity for investment opportunities: it per-
mits a greater degree of liquidity to any investment. Opportunities
for joint participation with local capital will tend to increase.

Larger Domesiic Markets. Decisions to invest are determined by
ealeulations of cost and demand. As indicated above, both costs and
demand will be favorably affected by the technical cooperation pro-
gram. The effect of the program on real national income will mean
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enlarged domestic markets and inereaseq appc;rtunities for profitabie
mvestment to meet local demand.

As the above listing suggests. the effect on potential United States
investment will be thmugh the awakening of inferest on the part of
American investors in what were formerly unknewn possibilities
abroad, as well as through encouragement of conditiong abroad which
will result in a more receptive sttitude to fereign investment and
in greater opportunity for the successful employment of such new
investment. Again. this phase of the Point Four Program will:
ably contribute o the creation of an improved investment climate.
¥t czannot do more than part of the job and must be complemented by -
other measures directed toward the same objective.

Through Aid in Financing the Decelopment of Basic Facilities

The increasing interest and activity of the International Bank and
the Export-Import Bank in financing the development of basic re-
sources of underdeveloped countries. such as power, transportation,
communication and port facilities, should stimulate private invest-
ment in enterprises dependent on such facilities and open new areas to-
development by private capital.

Through United States Governmnent Guaranties of Private Invest-
ment Abroad -

The deterrents to private investment sbroad cannot be completely
removed by investment treaties. by tax incentives, or by technical
advance alone. ertain risks pe«.uhar to investment abroad. particu-
Jdarly in the world economic and pohttml situation of today, will
remain excessive from the point of view of U. S. investors. For ex-
ample, although a treaty may assure no discrimination against U. S.
investors seeking to remit profits, it cannot assure that sufficient dol-
lars for that purpose will actually be available. Similarly, aithough
‘there may be a completely faithful intention to refrain from expro-
priation. or, in the event that expropriation becomes unavoidable in
the public interest. to pay promptly for expropriated property, dollars
may, nevertheless. not be available to per mit prompt and adequate
pavment. Also. rizks of confiscation or seizure cannot be fully elim-
inated through treaties so long as the possibility exists of a change in -
government in the foreign country through revolution or war. Con-
sequently the elimipation. or at least a significant reduction, of these
difficulties should stimulate a substantial additional flow of private
investment funds abroad. The extension of guaranties by the U. 8.
Government against risks peculiar to investment in foreign countries
is a means of attacking these difficulties and should thus contrlbute
importanitiy to this cbjective. ' :



Outstanding among the risks peculiar to investment abroad which
are feasible for a program of U. 8. Government guaranties are the
risks of (@) loss through non-convertibility of returns derived from
the investiment. in¢ hmmb earnings as well as capital returns: and (5)
loss through seizure, confiscation. or expropriation without prompt.
adequate and effective compensation.

Not included among such risks peculiar to investment in foreign
countries are ordinary business risks such as those encountered by any
investor or businessman in the United States. Although it is obvious
that the offer of guaranties against these ordinary business risks would
- increase the flow of private capital abroad. that flow would not fur-
ther the basic objective of the Point Four Program. It would result
in an uneconomic diversion of investment funds from the United
States to foreign countries. Furthermore. it would justifiably open
the United States to the charge of imperialism ir that the U. 3. Gov-
ernment woulkld thus be assuring earnings to U. S. entrepreneurs
abroad. It would place U. S. investors in an overwhelmingly favorable
sud unfair competitive position relative to local investors in foreign
countries. Moreover. it would remove many of the usual incentives to
efficient and economiisc operation.

~The risk of loss resulting from non-conv ertlblht'v of returns from
imvestments is cleariy a risk peculiar to foreign investment. To a
considerable degree the extent of this risk is determined by the policy
. and practice of the government of the country in which the investment
is made. Consequently. it is subject to material reduction by action
tuken by foreign governments either unilaterally or under treaties with
the United States. However, even under the best of circumstances
exchange stringency may develop in certain vears which may force
the imposition of restrictions on the remittance of returns from in-
vestments as well as on payments for imports and services. The guar-
anty of the U. 5. Government that U, 8. investors, after having ex-
hausted all legal means of converting local currencies derived from
their investments into dollars. would be able to call upon the U. S,
(fovernment under a contract to provide dollars in exchange for local
currencies might thus remove a significant deterrent to foreign
investment. '

- With respect to exproprmn(m. confiscation. or seizure. the investor
- fears the loss of the capital investment itself, rather than the loss of
returns from the investment. While such acts are not really peculiar
to foreigm areas, the risk of loss from them is greater in many foreign
countries, This is partieutarly true because compensation may not
be made promptly in dollars. Hence. this risk may have much in
common vwith the risk of loss resulting from non-eonvertibility. °
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The gunaranty program should be limited to the gnavanty of produc-
tive new investmment against risks which are peculiar to investment in
foreign countries and are significant deterrents to such investment.
Obviously the non-convertibility problem poses such g risk and should
be covered by the guaranty program. S0 do risks of loss arising from
expropriation, confiscation, and seizure.

Accordingly it is preposed that the Export-Import Bank undertake. '
in consultation with the Natienal Advisery Council, an expertmental
program for the guaranty of U, S. private capital newly invested in -
productive enterprises abroad which contribute to economic develop-

“ment in underdeveloped areas. The Congress, therefore, is being re-
quested to amend the Export-Import Bank Act of 1945 in order to

provide the necessary authority for the Bank to assure (1) the con- 3

version into United States doliars of foreign currency derived from
an investment and {2) compensation in United States doliars for loss
_resuiting from expropriation, confiscation, or seizure of the investment.

* + Itisrecognized that the extension of guaranties in order to stimulate
the flow of private capital to underdeveloped areas of the world in-

volves embarkmg on a new program, the details of which can evolve

only from continued study and actual experience. It will be neces-
sary that the Export-Tmport Bank and the National Advisory Couneil
continuglly study the problem. It is therefore considered essential
that the suthorization from the Congress be broad and flexible. Such
an authorization will permit the Bank, with the advice and approval
of the National Advisory Council, to initiate, modify, impreve, or
perhaps discontinue, the guaranty system in the course of its operation.
Ne additional funds for this purpose are bemg requested. for the
Bank st the present time. It is contemplated that, in the event experi- .
ence dewonstrates that the program will be effectwe in achieving the
purposes and that there is a substantial demand for guaranties, the

Congress will be requested to increase the funds avmlabln-  the. o

- Esport-Import Bank to carry out these functions.

It should be emphasized that it is impossible to predict in 2dvance .

the actual effectiveness that the guaranty program will have in stimu-
_lmtmg the flow of U. 8. private eapital abroad. All avsilable evidence
suggests that if a guaranty program were joined with 2 successful pro-
gram of bilateral treaties, with loans by governmental or intergovern-
_ 'mental agencies to finance development in those fields not appropriate
for private enterprise, with certain tax incentives and with technical
. assistance, then it might well serve &1gmﬁcan#:§v to increase the flow.

‘of T. S. private capital abroad. However, on.lv tnal will indicate
what results can be mtamed,
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VII. Technical Cooperation Program for
First Year

'TO BE SUCCESSFTL, 3 pmgmm to assist in gievelopment of economically
underdeveloped aress must contribute to the balanced and integrated
development of their economic resources amd productive capacities.
In estimating the program for the first year, this objective has been
kept in mind. However, it should not be considered to be a typical
year’s program, 2ven in miniatore. It represents in large measure an
extension of existing activities. It necessarily indicates a high pro-
portion of mvestlgat ions and studies and does not have the proportion
- between its various parts which will be typical of later years. Itisa
positive effort to move ahead as mpxdly as good ]udcmem; will allow
into a vast field. '
The Secretariats of the United Nations and of the specialized ngen-
~ cies submitted to the Economic and Social Council at its summer ses-
sion in 1949 a report which set forth their estimates concerning the -
scope and type of activities which each organization might undertake
in the first two years of the expanded program. Since the programs
cannot be reduced to actual concrete projects until there have been de-.
tailed ciscussions with individual underdeveioped countries and until
the amount -of funds which can be raised by voluntary contribution
can be more clearly estimated, these plans were necessarily tentative.
They showed that, in the first year of such an expanded program, the
organizations concerned might voluntarily spend between $35 million
and $40 million, and that in the second year this might be increased

to slightly more than $50 million. The members of the Economic and

Social Council, which reviewed the report submitted to the Council,
made some very practical comments as to the priorities which shounld
be followed under the expanded program and transmltted these com-
ments to the organizations concerned. :

- The program so submitted by the respective secretariat places -
przma.ry emphs.szs upon economic developinent and would involve.
projects in the fields of agriculture, industry, transportation, pubhc »
administration, labor, education, health, and welfare. The organiza- |
tions wkich plan to participate in the over-all program during its first
years are the United Nations; the Food and Agriculture Organiza-
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tion; the World Health Organization: the United Nations Educa-
tional, Scientific and Cultural Organization: the International Labor
Organization: and the International Civil Aviation Organization.

Even more fundamental than the plans which the United Nations
1s working cut on a functional basis is the i)lannmw which must be
done by the individual countries which wish to receive technical assist-
ance in the field of economic development. The success of the pro-
gram depends in large part on the initiative of the underdeveloped
countries themselves. Therefore, planning by these countries for ef-
fective use of assistance must come at the very beginning of the
developmental process when plans are being origmated

There is a great deal known at present about the needs of most
countries for technical assistance. This Imowiedge is based upon an
accumulation of information drawn from many sources over many
years and on actual exper:ence in operating technical -assistance pro-
grams abroad. There is also a great deal known about the desires
-of various countries for technical assistance. Nevertheless, before
projects can actually get under way the details must be worked out
with the individual countries and, within the limits of the types and
amounts of assistance available, plans must be based upon what the'
. countries themselves want.

On November 16, 1949, the General Assembly of the United ’\ ations’
appmved the arrangements and guiding principles proposed for the
over-all program. It is now anticipated that a United Nations tech- -
nical assistance conference will be held about April 1950 to raise funds -
for the new program. Since it is not yet possible to foresee what
funds can be raised from member governments and since authorizing
legislation will be required in many countries, the estimated program
requirements are stated by regions rather than in terms of individual -
projects by countries. The total sums for each function are made up
of known minimum needs in individual countries assembled from the
very considerable information available, but they cannot be considered
as fixed or firm. Funds will be used only for approved projects nego-
tiated by the U. S. with individual countries or for contributions to
budgets negotiated within the international organizations. It is
essential that funds be available for such projects in order that mean-
‘ingful negotiations may be undertaken with countries needing and
asking assistance. The result of such negotiations may be, of course, -
to increase the number of projects in some fields and reduce those in
others. But it is anticipated that the demand for projects will sub-
stantially exceed the proposed program. The limitation has been
one muck more of time needed to recruit, organize, and administer th.m
of the need for assistance.
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HOW THE PROGRAM HAS BEEN PREPARED

The proposed first vear program has been prepared by integrating.
first. the needs which the various countries and regions are known te
have for technical assistance in economic development and, second..
the amount of technical assistance which the various agencies working
in this field believe that it would be possible to provide in the ﬁrst year
-of the program.

Information on country and regional needs came from requests coun-
tries had made for technical assistance and the information provided
in justifying such requests. In addition, there is a body of material
on the economic conditions of various countries and the fields in which
‘technicsl assistance might be advantageous which originated in official
government reports, in reports of diplomatic missions, from past -

experience in conducting technical assistance programs and from mis- - '

cellaneous intelligence drawn from experts, both in and out of the
United States, from numerous public and prwate economic surveys,
et cetera.

On the basis of this mformanon conciuszons were reached as to
~ needs of individual countries which might lead to requests for various
types of technical assistance. An estimate was made of the numbers of
experis and numbers of trainees that could usefully be emploved to
meet those needs in the first year of the program.

Information on 2id which appropriate agencies could supply in the_
~ first year came through the Interdepartmental Committee on Scientific
and Cultural Cooperation from U. S. agencies which have been con-
ducting technical assistance programs and, by request. from the secre-
tariats of the international organizations operating in the held of
technical assistance.

: The proposals made by both sets of agencxe:, were based on the judg-
. ment of the agencies as to the type of and relative need for technical
assistance in the first vear of the program and on the scale of effort
which could be organized and put into operation. Many worthwhile
projects were eliminated because of shortages of trained personnel;
and of time required for recruitment and organization.

The needs of individusl countries were compared with the proposals
made by the international and by U. S. organizations. Proposals
which did not meet needs were eliminated. Proposals which were in
excess of needs were reduced in scope. In some cases, where proposals -
were inadequate to meet needs, the agencies making the original re-
- quest were censulted as to the possibility of expanding the scale of
operation in the first year, and, if such expansion was deemed possible,
the program was iticreased in order to more nearly meet requirements.

78



Proposals were tested not only against couniry needs but alse for
compliance with the objectives and principles of the development co-
operation program, for absence of duplication between projects of
U, 8. and international agencies, for feasibility under political con-
ditions in the particular country, and for balance in the particular
economy.

The screened program was then reassembled on a functional basis
and forms the basis of this presentation.

While the propused program for the first year rests upon these ap-
praisais of country needs. it should be emphasized that this does not
imply any commitment to spend funds in specific countries. As out-
lined above, decision on projects must await decisions by the iunter-
nationpal agencies and negotiations with individual countries.

RELATIONSHIP BETWEEN UNITED NATIONS AND
' U. S. BILATERAL PROI ECTS

The propoesais selected for inclusion in the first vear's program have .
not been selected solely on the basis that they were proposed by U. 8. -

agencies or international organizations. They are those whzch appear . .

best to meet country requirements.
A tentative division of program between the United Nations and the
U. S.is necessary because other contributing countries may be expected

to finance part of the program admmxstened through the United =

Nations.
The screemng described above has insured that the programs do not

overlap but fit together to meet country requirements. Appropriate

adjustments are made in the estimated requirements.

WHAT THE PROGRAM INCLUDES

Most of the existing programs, both multilateral and bilateral, in-

volving technical cooperation activities for economically underde- .

veloped areas have been included in the estimate for the Point Four

Program for the first year. Specificaily the following programs, = -

which have been operating under existing law have been included:

1. Those parts of the activities heretofore conducted under the
Smith-Mundt Act which are primarily related to economic develop-
~ment in economically underdeveloped areas (e. g. programs in agri- . -
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culture. health. mineral resources. transportation. ete.). The
amount of the budget requested under Public Law 402 included in
the program is $2.604.000.

2. The entire budget request of the Institute of Inter-American
Affairs for its program. which includes projects in agriculture.
health and education in the amount of §7.000.000.

3. An amount of $4300.000 from the regular budgets of the
United Nations and its specialized agencies which. it is estimated.
will be expended for technical cooperation programs for econom-
ically underdeveloped areas.

1t is anticipated that local currencies made available under the
Fualbright program for educational exchange will be utilized to finance
the local currency costs of such students. teachers. professors and re-
search scholars in economic development fields of importance under
the Point Four Program as can qualify under the existing provisions
of the Fulbright Act. The possibility of dollar financing from Point
Four funds to supplement the local currency Fulbright aid will bring
about a marked stimulus to educational exchanges in these economie
development fields. By thus supplementing each other. these two
programs will forward the objectives of both.

For various reasons certain programs involving technical caopera-
tion have not been considered to be an essential part of the Point Four
- Program for the first vear. Certain programs. such as that author-
ized by the International Aviation Faciiities Act. although involving
activities in other countries. are primarily for the benefit of the United
States or of general international benefit rather than for the benefit
of the particular area in which activities are conducted.

The Philippine Rehabilitation Act of 1946 includes technical as-
sistance as a part of a program of reconstruction. When the act
expires on June 30, 1950, the technical assistance activities which con-
tribute to economic development will be taken over as part of the
technical cooperation program.

A technical assistance program is carried on under the authorxty
of the Forelgn Assistance Act of 1948. This program is primarily
designed to assist in the attainment of economic recoverv within the -
relatively near future of the countries. with their dependencies. which .
participate in the European Recovery Program.

The Point Four Program will include projects in the ma]or ﬁelds
of ecoromic activity which have been discussed at length in section V.
There follow tables showing the cost of projects for each of these major

flelds,

- Table IV shows the breakdown of the proposed first year technical
cooperation programn by the several categories of activity and the
breakdown between the estimated costs to be borne by the United -
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States or the appropriate international agency and by the recipient
country.

TABLE IV. PROPOSED FIRST YEAR TECHNICAL COCPERATION
PROGRAM BY FUNCTIONAL CATEGORY—ESTIMATED COSTS TO

RECIPIENT COUNTRIES AND TO U. 8 OR INTERXNATIONAL
AGENCY
. Ccsls borne by i ¢
Category gtgmmm::“uﬁ“; %ﬁﬁ‘?ﬁu‘;‘: | Tow
i agency i
i. General economic development. . $2, 365, 545 | §1, 182, 772 $3, 548, 317
2. Agriculture and forestry . . . .} 12,659,553 | 6,329,777 1%, 989, 330
3. Fisheries . . . . .. ..... I 909,300 454,650 | 1,363,950
4. Reclamation, hydroelectric o
power, and flond control. . . .: 4,515 710} 2,257,855 6, 773, 565
5. Mineralresources. . . . . . . i 1, 868, 950 934, 475 2, 803, 425
6 Industry . . . . . ... ... | 5,063.694 | 2,531,847 7,595 541
7.labor. . . .. .. . ... .. | 3,242,050 | 1,621,025 4, 863, 075
8. Transportation. . . . . . . . .. 3,811,950} 1,905975| 5,717,925
9. Health . . . . .. ... ... 10,887.748| 5, 443.874 16, 331, 622
10. Eduesation. . . . . . . . . . .| 6. 153, 280 3. 076, 640 9, 229, 920
11. Social security and social services .. 1. 788, 450 $94, 225 2. 682, 675
12. Geperal statisties. . . . . . . . ! 600, 870 300, 435 - 901, 305
13. Public adminpistration . . . . . ' 987, 700 493, 850 1, 481, 550
14. Finance. . . . . . . . . . .. 268, 900 134, 450 403, 350
15. Housing. . . . . . . .. ... i 775, 350 387, 675 1,163,025
16. Communications. . . . . . . . é 341, 150 170, 575 511, 725
17. Hydrographic and geodet:c sur- | ' -
VEYS . . . . a L e e e e - 640, 300 320, 150 960, 450
18. Weather . . . . . . . . . .. 199, 500 99, 750 299, 250
TOTAL . + « « - -« o o . . | 57,080,000 | 28, 540, 000 i 85, 620, 000

Table V shows the total program for first year by the several cate- .
gories of activity broken down among three major geographic areas.

Table VI adjusts the total estimated technical cooperation program
for anticipated contributions of other countries, for funds in other
appropriation requests, and for “lapse” due to the time required to
initiate projects, and shows the net estimated requirement for U. S.
funds for the technrical cooperation program. It also shows the esti-
mated requirement for the Department of Commerce’s service to busi-
ness for foreign economic development and the total estimated U. S.
funds required.
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TABLE V.—-GEOGRAPHIC DISTRIBUTION OF PROPOSED FIRST
YEAR TECHXNICAL COGPERATION PROGRAM BY FUNCTIONAL

CATEGORY (TOTAL COST INCLUDING ESTIMATED AMOUNT
TO BE BORNE BY RECIPIENT COUNTRY}
Category “;'Jgﬁ; Re-; :‘Egatrié:‘s‘t.sta: . FarEast? | Towl
i. Genersl economic de\elop- : ‘E ; _
ment. . . . . . . . .. $1,239. 600/51. 842, 540  $465, 768/$3. 548, 317
2. Agriculture and forestry . .} 7,087. 125 7.925.205 3,977.000(18, 989. 330
3. Fisheries . . . . . . ... 440, 700!  616.875 306, 375[ 1, 363. 950
4. Reclamation, hydroelectric ! .
power, and fiood control .| 1, 510, 800! 4. 146, 465] 1, 116,300{ 6, 773, 565
5. Mineral resources . . . . . 1,215,075 1.100. 8500 487, 5001 2, 803. 425
6. Industry . . . . . . . .. 2, 549.925! 4.031.065| 1,014, 551] 7, 595, 541
7. Labor . . . . ... ... 2,242, 6500 2,028, 3750 592,050 4, 863,075
8. Transportation . . . . . . | 1,912.050! 3,098.085] 707,790 5,717, 925
9. Health. . . . . . ..., 7.432, 916 7, 181,970/ 1, 716.727}16, 331. 622
10. Education . . . . . . . . 3, 420, 450 4, 654, 920| 1. 154, 550 9, 229, 920
11, Social security and social | . ' _
services. . . . . . . . .. 926,250 1,006 917 749, 508! 2, 682. 675
12, Statisties . . . . . . . . . 407.700i 436,005 57,600 901, 305
'13. Pubiic administration i 328,9501 937, 800; 214,800 1, $81. 550
14. Finance . . . . . . .. .. ‘68550 250.200/ 84 600[ 403.350
15. Housing . . . . . . . . . ©433.0500  T20.975. . ..... 1,163, 025
16. Communications. . . . . .. 99,350 259,650 132,625 511,725
17. Hydrographic and geodetic | ! :
SBUPVEFS.. . - . . . . . . 313,500) 420,078 226,872 460, 450
iS. Weather . . . . . . . .. 1 63, ouo} 178, sooj 57,450, 299, 250
Total . . . . . . .{31.691.74ii40 816, 1931:3,082,06685,620.000

1 Inciudes Evropean dependencies in the Caribbean.

2 Includes European dependencies in Alrica.

1 Inrludes Europear dependensies in the Far East and the Pacifie.

NorE: No programs have been scheduled for Europe since most European countries are relatively ad-
vanced. Furthermore the ECA is in a positine to take care of most of the technical sssistagce requirements
of the Wesiern European countries. The United Nations szencies may nave some progrates in this sres,
baat it is pot anticipated they will be on 4 substantial seale.



TABLE VL ADIUSTMENTS IN PROGRAM ESTIMATES TO ARRIVE AT
ADDITIONAL APPROPRIATION REQUIREMENT

A, For the Technical £ooperation Progrem

‘Totgl program including cost o recipient countries__ ... __._ 285 60K, OO
. L#3s costs (o recipient countries. . . 28, 500, 000
Cost of program to U. . or international sgencies__ ... _ 57,100, 000

Less programts for which appropriations have been separately

requested or which wiil be met from reguiar budgets of inter-

patonsl agencies_ w13, 90¢. 000
Additional Srst year program.. 43, 200, 000
Iess costs of United Nations pregram boroe by other United

Naticus member countries and “lapses™ in U. ¥ programs._. 1%, 600G, (KK
Net additionai program costs to the U, S. in first year- . ... 31,600, GOkt

Net atdministrative cost. —— iR O, £
Total appropriation requirement for technical coopetation fivat
FeRr . e S AN, UK
B. For the Department of Commerce Service 10 Busineax for Forvign
Eoonomic Development - o o e it i 300, 004
Total appropriation requirement for firat wear_ .. _._.__ =235, 000, 900

*Excindes cerizin other programs wiich will be operated as a part of the Point Four
Program, specifically £7.000.04 for the Iran and 32600006 for certnin sctivities now
being carried on under Public Law 402,



VIlI. Administrative Organization in U. S.
Government

THE SUCCESSFCL operation of the technical cooperation program will
reqitire close coordination of the activities of a large number of U. S.
Government agencies and several international organizations and their
specialized agencies, and the maintenance of close liaison with many
private organizations and enterprises. The administrative organiza-
tion within the U, S. Government responsible for the program must
endeavor to secure the greatest possible contribution to the total pro-
gram from all of these organizations and agencies and to maintain a
coherent over-all program with proper balance between areas and
types of activity and with such central general chrectxon over opera-
tions as may be necessary. -
The administrative organization established by the United States .
Government should provide for adequate coordination of U. S. poliey -
with respect to technical cooperation programs carried out by inter-
governmental organizations. It should provide effective means for -
coordinating U. 8. programs with those of intergovernmental organ-
izations. It must also adjust its activities to those carried out directly
by other countries. The organization should be such as to permit
broad flexibility in the methods of program development and execu-
tion. It should make full use of the technical and administrative skiil
and experience available in existing U. S. agencies in the planning and
execution of U. S. policy toward programs of intergovernmental
- organizations. It should provide sufficient centralized authority. re-
sponsibility, and initiative to assure the development of well-balanced
U. S. programs and adequate coordination in their execution. It
should be able to relate techmcal cooperation programs to the other
activities of the United States designed. to assist in the economic
development of underdeveloped areas. :
In view of the complexity and diversity of the progmm md the :
important role to be played in it by many agencies of the Federal Gov-
ernment, broad responsibility for establishing general policies and
controlling acrivities should be vested in the President. He should be -
free to assign duties under the program as he de¢ms necessary in order
to maintain continuing sound administration of the Point Four Pro- -
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rram as it eXpands and as new means of acuieving 1ts objectives are
deveieped.

It is now contemplated that the President will delegate to the Secre-
tary of State the bulk of the job of coordinating and directing the
planning and execution of U. 5. programs of technical cooperation
and the development of T. 5. policy on similar programs of inter-
national organizations. The execution of the program requires U. 5.
contributions to the programs of several international organizations,
negotiations with many foreign countries in the planning ard conduct
of United States programs, and the voordination of these two major
phases of the technical cooperation program with each other. Thus
the Department of State would appear to be the logical agencey in
which tr: place these responsibilities. _

Under :ais arrangement, the responsibilities of the Department of
State would include the following:

1. Coordinating and directin,, o the formulation of and approving
properly balanced programs of technical cmperutmu to be carried
_ out through T. 3. agencies.
2. Establishing basic standards and pr ocedures for the operauou
- of L 3. programs.

3. Relating such programs to other activities of the U. S. Govern-
ment designed to facilitate capital investment in underdeveloped '
areas.

4. Coz*duct'.ng or coordinating economic development surveys in
ccoperatlon with other countries.

5. Developing for submission to Congress the appropriation re-
quests for the totai technicai vooperaiion program.

6. Coordinating the U. S. position with regard to negotmuon ofthe
U. 5. contribution to programs of intergovernmertal organizaiicas.

7. Authorizing the expenditure of funds by agencies administer-
ing United States technical cooperation programs and approvmtr
U. 5. contnbutlons to the programs of 1nberg0vernmental organiza-
tions.

8. Evaluating the contribution of United States progrm as to the
basic objectives of economic development. '

9. Preparing periodic reports on the operation of the programs
and on the progress achieved. :

The Secretary of State w ould make one official cenerailv re-
sponsible for the planning and execution of the program. He would
- be responsible for seeing that the above functions are properly carried
out within the Department of State. He would recommend to the
‘Recretary of State the allocations of funds among U. S. projects, the
. S. position ¢n contributions to United Nations and other interna-
tional agencies, and the allocation of these funds among projects.

85

568341 —48——7



The existing agencies of the U. 8. Government, including the In-
stitute of Inter-:&menc:m Aﬁ'am: would be given responsibilities
within the respective areas in which they are competent to provide
technical assistance. These responsibilities would include consuitation
with the Department of State on programs proposed by international
organizations, initiating programs and assisting the Department of
State in the evaluation of programs requested by other governments,
and the actual management and execution of projects within their
fields. They would also assist the Department of State in evaluating
program accomplxshments in their respective substantive fields.

In addition to the usual processes of interdepartmental liaison, the
Department of State would establish. after consultation with other
Departments principally concerned, formal methods of interdepart- .
mental consujtation on general pmblem under the program. An i n--
terdepartmental committee of responsible officials of the participating
agencies would be established for this purpose.

It is anticipated that the existing public advisory groups to the.
several departments will be very helpful in developing programs. The
Secretary of State may find it advisable to establish additional formai

methods of securing advice on the program from private citizens and

private groups. It may become evident that a broad public advisory
committee is required ; it is more apparent at the present moment that
- specianlized committees representing specialized groups will be usefut
in facilitating the participation of such groups in the program.

DEVELOPMENT OF U. S. POSITION REGARDING PROGR AMS |
OF INTERGOVERNMENTAL AGENCIES

The U. S. positions regarding the programs of the various inter- -
-governmental organizations would be presented by the official U. S.
representatives to such organizations after that position has been de-

veloped by the usual procedures within the executive branch of the .

Government. While the State Depsartment would have central re-’

sponsibility for the development of such positions. it would do so in -

consultation with apprepriate departments of the U. S. Government,

for example, the Department of -“xg;.'.clﬂture in the case of Fao pro- -
possls.  After the basic decisions coneerning programs of interna- -

' tional erganizations have been made by their policy bodies. the ne- -

gotiation of contributions by the member governments wiil be under. .

taken. The position of the United States in such negotiations would
be developed in the same wzy. _
The central responsszhty in the State Department, referred m
above, does not mean that presently existing procedures for coordi-
nation with respect to policies and operations of the International
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Bank and the International Monetary Fund would be changed. The
statutory coordinating functicns of the National Advisory Council on
international finance and monetary problems. including the coordi-
nating of the position of the United States representatives in relation
to the activities of the Fund and the Bank. would continue, with the
State Department represented as a member agency of the Council.

PROJECT PLANNING

It is contemplated that planning for projects and programs will
involve the following distribution of functious:

1. The Department of State would be respousible for establish- -
ing general policies and procedures to be followed in program
planmn '

. Under the direction of the i)eparmmn* of State. \\'1th assist-
atice in the various substantive fields from other agencies. officers :
in the U. S, embassies abroad would work with officials of the local -
governments in prepazing their plans for technical cooperation.

3. Projects would be proposed by countries requesting assistance

and would be forwarded with the evaluation of the embassy. '

" 4. Project proposals would be reviewed and screened mthm the -
State Department and by the substantive agencies. _

5. The requirements of the bilateral programs developed bv the -
above processes would be balanced with the programs bemg de-
veloped by the international organizations, :

6. The substantive abenues would develop the operatmg pians
and procedures for carrying out bilateral projects in accordance
with the policies and general st: andards established by the Depart-: .
ment of State.

PROJ ECT ’VIANAGE\"IENT

After funds had beu;me available and were allocated to D . agen- -
~ vies in accordanee with the approved project pians, the partlcxpatm,,;

agencies would be responsible for carrving out the projects. They

-

would do so. however. within a general framework of policy and pro-

cedural requirements esrabhshed by the Department of State. The _

zenerzal plan of project administration is described below.

- The necessary agreements with the foreign government in connec—
tion with the projects would be developed throuo'h State-embassy
channels in accordance with the general pattern of form and content
for such agresments developed by the Department of State. - The sub-
stantive agency would be responsible for developing the content of
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the agreements coneerning the technical scope. methods. and objectives
of the projects within this pattern.

When 2 project had been finally approved for operatien, the sub-
stantive agency would proceed to carry itout. It would recruit, seievt.
and appoirt the technicians required. It is expected that it will be
necessary for the Department of State to review the selections of other
agencies ouly for sultability of assignment to the sreas proposed.
Project pemmel should be appou‘ited on & seale of salaries. allow-
ances. leave, and other benefits equivalent to those provided te the
Foreign Service Reserve. It is believed that this personnel system will
best provide the necessary recruitment attraction and stability of staff
required for the program. although it need not be assumed that all
technieal personnel will be appointed on the same basis; many em- =
ployees servmg in Civil Service positions may well be assigned to bﬂef .
periods of project duty abroad without chanme in their status.

T. 8. project 'personnel would be subject to ) the administrative direc- -

tion of the agencies responsible for the projects and would be super-
vised by those agencies in carrying out their technieal activities. How-
ever, in order to assure necessary coordination of operations, project’
personnel would be subject to guidance and instructions from the Am-
bassador within limits detsarmmed by the Department of State in con- -
sultation with the substantive agencies involved. .
The Department of State would establish requirements for report- E
ing, channels of communication and relations with the embassy, de-
signed to keep the embassy and the Department' of State currently in-
fermed of the progress of projects and to maintain the necessary over- -
all coordination of ail of our technical cooperation activities within
the country. The Ambassador would provide guidance to project per-
sonnel on their conduct in relation to local political conditions and_
their relations with the local government. : :
The host government ordinarily would provide the necessary wmk—'
mg space, upphes. clerical and support personnel, and other local
services. Howerver, the embassy should be prepared to supply certain. -
services which cannot be reasonably secured from the local govern-
ment. These services would include the initial reception of and assist-
ance to newly arrived personnel. provision for stenographzc aud cleri-
cal assistance in special situations, assistance in securing housing,
health services provided under the Foreign Service Act, and arrange-
ments for overseas travel for technicians and their famlhes and fot: the' :
shipment of household goods. : '
The procurement and shipment of technical matenals and supphes
furnished to projects by the Uni‘ed States would be the responsibility -
of the agency administering the prc)}eu':t The cost of such materials
and suppiies wonld be mcluded in project estimates and allocations.
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AGREEMENTS WITH COUNTRIES RECEIVING ASSISTANCE

It is essential to the success of the program that the patierns of
technical assistance developed meet the actual needs and desires of
the underdeveloped countries and that those countries make the best
possible use of the assistance in accordance with the plans and under-
standings under which it is supplied. - The pature of the program is
such. however, that these objectives can be accomplished only as a

" result of & broad initiative and understanding on the part of the re-
cipient countries. Successful use of the knowledge and skill supplied
under this program cannot be assured by mere commitments—the
‘eventual use to which such knowledge and skill is put cannot be con-
trolied by policing an agreement, as might be the case with commodi-
ties supplied under a relief program. In view of this fact, it will
be far more important to encourage the increase of this essential under-
standing and initiative than to negotiate rigid agreements.

. Howerver, written agreements on the executive level may prove

advantageous. These agreements might include: -

A joint definitien of the purposes and methods of the actxﬁt}'
A commitment to pay a fair share of the costs of the activity, to
.supplv certain facilities and services, and to facilitate the operation
1in every way possible.
: An undertakmg o reciprocate in the granting of specxﬁc types
- of technical aid to the United States or 2 third country.
‘A commitment to supply information to the United States rela-
tive to the development and results of the activity. '
A reciprocal undertaking to inform the public concerning the
activity undertaken and the results obtained.
An undertakmg to promote the domestic appiicetion of the
Imowiedge derived through the activity.

It is also to be expected that the United Nations, the specialized
agencies, and other internaticnal organizations will wish to make
certain ugreements with countries to which they supply assistanece.
The resolution on an expanded program of technical gssistance for
economic development approved on August 15. 1949, by the United
Nations Economic and Social Council included 2 statement of prin-
ciples to serve as guides to the United Nations and specialized agencies -
in carrring out their technical assistance activities. One of these
principles was that the governments requesting technical assistance
from the United Nations or the specialized agencies should be ex-
pected to agree:

(e) To facilitate the activities requested from the parncxpatmg
organizetions by assisting them to obtain the necessary information
about the problems on which they have been asked to help, such
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information io be limited strictiy to questions directly related to
the concrete requests for technical assistance. and. whenever ap-
propriate. to facilitate their contacts with individuals and groups,
in addition to government agencies. concerned wzth the same.or
relsted problems: :

(5} To give full and prompt conqdemnon to the technical ad-
vice they receive as a result of their cooperation with the partici-

. pating organizations in response to the requests they have initiated:
{¢) To undertake to maintain or set up as soon as practicable
such governmental coordination machinery as may be needed to -
inspre that their own technical, natural. and financial resources are
mobilized, canalized. and utilized in the interest of economic devel-
opment designed to improve the standard of Iiving of their peoples
and tkrough which the effective use of any major wtematmnaf _
 technical assistance resources could be assured ; '

{d) Normally to assume responsibility for a sabstantial para of -
the costs of technical services with which they are provided. at least '
that part which can be paid in their own currencies;

{¢) To undertake the sustaiped efforts requxred for economic
development, including continuing support of and progressive as-
sumption of financial responsibility for the administration of proj-
ects initiated at their request under international auspices: '
(f) To publish information or provide, for study and analysis -
material suitable for publication regarding the results of the tech-
nical assistance rendered and the experience derived therefrom so
that it may be of vaine to other countries and to the internationa}
organizations rendering technical assistance;

(¢g) To inform the participeting organizations, whenever tech-
meal assistance is requested. of all assistance which they are already
recelving or requestma ¢ from other sources in the same field of dere%- _
opmeunt; .

(k) To g:ve publicity to the program within their countries.

ASSURANCE OF EFFECTIVE USE

There is no simple answer to the problem of assuring that the coun-

" tries given assistance will make effective use of the knowledge and
skill conveyed to them. 7This is, in 2 sense, the fall objective of the
program. There is no realistic answet' otker than to provide, through-
out the plenning and execution of programs, full attention to the pos-
sible methods of stimulating initiative, to the improvement of our -
methods for conveving knowledge and skill. to the continuous evalua-

" tion of past accomplishments, and to the apphcanon of the lessons of
that evalustion te future operations.
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ADMINISTRATION OF GUARANTIES AND OF SERVICE TO
' BUSINESS '

It is proposed that the Export-Tmport Bank. with the advice of the
National Advisory Council, administer the program for guarantesing
private investment abroad. The Department of Commerce wiil con-
duct 2 program for providieg service to American investors abroad as -
- outlined on page 44. '
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Appendix A—The Fourth Point of the
President’s Inaugural Address

Fourth. we must embark on a bold new program for making the
benefits of our scientific advances and industrial progress available
for the improvement and growth of underdeveloped areas.

More than half the people of the world are living in comiﬂ:mm-
approaching misery. Their food is inadequate. They are victims of
disesse. Their economic life is primitive and stagoant. Their
poverty isa bandicap and a thmt both to them and to more prosperous
areas. :
For the first time in history, h‘mmw possesses the knowledge and -
the skill to relieve the suﬁérmg »% these people. - -

The United States is preeminent among pations in the development
of industrial and scientific techniques. The material resources which
mcannﬁordtouseforthemsmnceofotherpeopl&:am}imited s

Bat cur imponderable resources in technical knowledge are constantly . -

growing and are inexhsustible.

1 believe that we shonld make available to peace-—lovmg peoples the
benefits of our store of technical knowledge in order to help them
realize their aspirations for a better life. And, in cooperation with
other nations, we shonld foster capital investinent in areas needing
development.

Qur aim should be to help the free peoples of the world, through

their own efforts, to produce more food, more clothing, more materials .

for housing, and more mechanical power to lighten their burdens.

We invite other countries to pool their technological resources in |

this undertaking. Their contributions will be warmly welcomed.
This should be a cooperative enterprise in which all nations work
together throngh the United Nations and its specialized agencies -

- wherever practicable. It most be 2 world-wide effort for the achieve-

ment of peace, plenty, and freedom. _
Wiih the cooperstion of business, private capital, agriculture, and -

* Iahor in this country, zhxspmgmmmgmat}vincreasethein&ustrial

aclivity in other nations and can raise substantiglly their standards



Such ne® economic developments must be devised and controlled
to benefit the peoples of the areas in which they are established.
Guaranties to the investor must be balanced by guaranties in the in-
terest of the peeple whose resources and whose labor go into these
~ developments.

The old imperialism——exploitation for foreign profit—has no place:

in our plans. What we envisage is a program of development based
on the concepts of democratic fair-dealing. . :
- All countries. including our own. will greatly benefit from a con-
‘structive program for the better use of the world’s human and natural
resources. Experience shows that our commerce with other countries
expands as they progress industrially and economically.

Greater production is the key to prosperity and peace. And the
key to greater production is a wider and more vigorous application of
modern scientific and technical knowledge.

Only by helping the least fortunate of its members to help them-
 selves can the human family achieve the decent, satisfving life that
ix the right of all people. - '

Detmocracy alone czn supply the vitalizing force to stir the peoples
of the world into triumphant action. not only aguinst their human
oppressors, but also aguinst their ancient enemies—hunger, misery -
and despair. . : '




A?pendix B—Message from the President |
to the Congress |

' To the Congress of the United States:

In order to enable the United States. in cooperation with other
countries. to ussist the peoples of economically underdeveloped arexs

to raise their standards of living. I recommend the enactment of legis-

lation to authorize an expanded program of technical assistance for
such-areas, and 2n experimental program for encouraging the outillow . .
of private investment beneficial to their economic development.
These mersures are the essentisl first steps in an andertaking which -
will call upon private enterprise and voluntary organizations in the
Thnited States, as well as the Government. to take part in a constantly
wing effort to improve econoiic conditions in the less developed
regions of the world. '
The grinding poverty and the lack of economic opportunity for

-nany millions of people in the economically underdeveloped patts of

Africa. the Near zad Far East. and certain regions of Central and
South America; constitute ove of the greatest challenges of the world
today. In spite of their age-old economic and soeisl handicaps, the
peoples in these aress have. in recent decades, been stirred andd
awakened. The spread of industriai civilization. the growing undezr-
standing of modern concepts of government, and the impact of two -

 World Wars have changed their lives and their outlook. They are

mgermpkyagmterpartinthemmmityofmtions. T
All these aress have 4 common problem. They must create 2 firm
cconomic base for the democratic aspirations of their citizens. With-
out such an econctnic base, they will be unable to meet the expectations -
which the modern world has aroused in their peoples. If they are
frustrated and disspnointed, they may tumn to false doctrines which
hold that the way of progress lies through tyranny. :
For the United States the gteat awakening of these peoples holds
tremendous promise. It is not only a promise that vew and stronger
nztions 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. Inmany instances today
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we greztly need the prodacis of their Isbor and their resources. ¥
the productivity and the purchasing power of these vountries sre
expanded. onr own industey and agriculture will benefit. Our experi-
énce shows that the vohure of our foreign irade is far grester with
highly developed countries than it is with countries heving a low .
standard of living and insdequate industry. To increase the output.
and the nationa! income of the less deve.lﬁped regions is to incredse our
own economtic stability.

In addition. the deveiopmem of these aress is of ubmes: mpemm :

19 our efforts to restore the evoncmies of the free Eurpearn mations,

* As the economies of the snderdeveloped areas expaad, they will pro~
vide needed products for Euvrope and wiil offer a better market for
European goods. Such expuusion is an essential psrt of the growing
system of world trade which is necessary for European recovery. '

Furthermore. the development of theze areas will stxengchen 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. Under
article 56 of the Charter, we have promised to taks separate action
and to act jointly with other nations “to promote "higher standards of
fiving, full employment, and conditions of economie and social pmg—
ress and deve}opment.”

For these various reasons, ssslstance in the c*‘-eveiopment of the eco- -
nomically underdeveloped aress has become one of the major elements
of our foreign policy. In my inaugorel address, I outbined = pro--

gram to help the peoples of these aress to attain greater production a8 -

& Way 1o prosperity and peace.

The major effort in such 2 program must be local in character; i
mnst be made by the people of the underdeveloped aress themselves.
h:smﬂalhowmr,toﬂzesnmoft!mreﬁmthat there be 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 folls roughly into two categories. The first is
the technical, scientific and managerizl knowledge necessary to eco-
nomic development. This category includes not only medical and
educational knowledge, and assistance and advice in such besic fields
25 sanitation, communications. road building, and governmental serv-
iees, but aiso, and perhaps most important, assistance in the survey
of resonrces and in plannihe for long-range economic development. .
: Thasmndcamgow:spmdmm-muhmeryan&eqmp-

ment-—and financial assistance in the creation of productive enter-
prises. The underdeveloped areas need capital for port and harbor -
development. roads and communications, irrigation and drainage proj-
ects, as well as for public utilities and the whole range of extractive,
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prevessing. and manafacturing industries. Much of the capital res
auired can be provided by these areas themselves. in spite of their low
standards of Hving. But much must come from abroad. :
The twn categories of aid are closeiy related. Technical assistance
is necessary to lay the groundwork for productive inveshinent. Invest-
ment, in turn, brings with it technical assistance. In general, however.
technical surveys of resomrves and of the possibilities of economic
ﬁevelopment must precede substantial capiinl fnvesiment. Further-
more, in many of the aress concerned, technice] assistance in improving
sanitztion, communications, or education is required to ereate condi-

* tions in which capital investmient can be frnitful.

"This country, in recent sears, has conducted relahrelv modest
progreas of technical cooperation with other countries. in the geld
of education, channels of exchange and commumnication have been
opened between our citizens and those of other conntries. To some
extent, the expert assistance of & number of Federal agencies, such as
the Public Health Service and the Department of Agriculture, has
been made availabie to other countries. We have also participated in
the activities of the United Nations, its specialized agencies, and other
international organizations to disseminate uvseful techniques among
nations. :

. Through these various activities. we have gained considerable ex-
perience in rendering technicai assistance to other conntries. What
is needed now is to expand and integrate these activities and to con-
centrate them particelariy on the economic development of under-
developed arexs. . _
3uch of the aid that is needed can be provided most effectively
through the United Nations. Shortly after my inaugural address,
this Government asked the Economic and Social Conncil of the United
Nations o copsider what the Urited Xations and the specialized inter-
naticnal agenciencounld do in this program.

- The Secretary-General of the United Natious therenpon asked the
United Nations Secretariat and the Secretariats of the specialized in-
ternationzl agencies to draw up cooperative plans for technical assist-
ancs 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 matural resources.
and Sscal management. The total cost of the program submitted as a
resuit of this survey was estimated to be about 35 million deliars for the
first year. Itis expeeted that the Tnited Nations and the sgeciaimk
 internationsl agencies will shortly adopt programs for carrying out
~ projects of the type included in this survey. :
In addition to our participation in this work of the United Nations.
much of the tacknical assistanee required can be provided directiy by
the United States to countries peeding it. & careful examination of
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the existing informstios concerning the underdeveloped countries
shows particalar need for technicians and experts with United States
training in plant and anima] diseases. malaria and trphus control.

water sapply and sewer systems, metalinrgy and mining, and nes .y

ail phases of industry.

Ithasalmdyhmshom that experts in these fields can bring
abotit (remendous improvements. For example. the health of the
people of many foreign communities has been greatly improved by
~ the work of United States sanitary engineers in seiting up modern
water supply svstems. The food supply of many aress has been in-
creased as the result of the advice of United States agricultural ex-
perts in the conirol of animal diseases and the improvement of crops.
These are only axampies of the wide range of benefits resulting from
the careful appiication of modera techniques to local problems. The
benefits which a comprehensive program of expert assistance will -
. make possible can only be revealed by studies and surveys undertaken
as » paxi of the program itself.

To inaugurate the program. I reconunend a first-vear appropnnhon '
of not to exceed 45 million dolizrs. ° This includes 10 million dollars
already requested in the 1930 budget for activities of this character.
The sum recommended will cover both our participation in the pro-
grams of the international agencies and the assistance to be provided
directly by the Tnited States.

In every case, whether the opemuon is conducted through the
‘Unpited Nations. the other international sgencies, or directly by the -

United States, the country receiving the benefit of the aid will bara- '
quired to bear a subctantial 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 Goverament. but also the facilitiesand
the experience of the private business and nonprofit orgapizations -

' thathamlongbeenamvemth:swork. )

Since a number of Federal agencies wiil be involved in the progxam
I recommend that the administration of the program be vested in the
President, with authority 1o delegate to the Secretary of State and
to other government. officers, as may be appropriste. With such ad-
ministrative Sexihility, it will be posmbie to modify the management
of the program as it expa.nds and to meet the pmmeal problems that
will axise in its administration in the future. 3

The second category of outside aid needed by the underdeveloped -
areas is the provision of capital for the creation of productive enter-

- prises. The International Bapk for Reconstruction snd Development
and the Export-Tmport Bank have provifed some capital for under-
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developed areas, and, as the economic growth of these areas progresses,
should be expected to provide a great deal 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 distor-
tion of world trade, the shortage of doilars, and other after-effects
of the war—the problem of substantially increasing the flow of Ameri-
can capital abroad presents serions difficulties. In all probability
novel devices will have to be employed if the investment from this
country js to reach propertions sufficient to carry out the objectives of
our program, ' .

Al countries concerned with the program should work together to
bring about conditions favorable to the flow 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 countrs in which he makes his investment.

In negotiating such treaties we do not, of conrse, 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 Iabor, and should bear an equitsble share of the burden of local - '

taxes. At the same rime, we believe that investors will send their capi-
tal abroad on an mmeressing scale only if they are given assurance
against risk of loss through expropriation without compensation, un-
fair or discriminatory treatment. destruction through war or rebellion.

or the inability to convert their earnings into dollars. '

Although our investment treaties will be directed at mitigating such
risks. they cannot eliminate them entirely. With the best will in the -
world a foreign country, particularly an underdeveloped country, may
not be 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 beyond the power of
our treaty signaioties to control. :

Many of these conditions of instability in underdeveloped areas
which deter foreign investment are themselves a consequence of the
. lack of ecopomic development which only foreign investment can

cure. Therefore, to wait until stable conditions are assured before
encouraging the outflow of capital to underdeveloped areas would

defer the attsinment of our objectives indefinitely. It is necessary to '

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

Since the development of underdeveloped economic aress is of
major importance in our foreign pelicy, it is appropriate to use the
" rescurces of the Government to sccelerate private efforts toward that
end. T recommend. therefore, that the Export-Iizport Bank be an-
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thorized to gnarantee United States private cupital. invested in pro-
ductive enterprises abroad which contribute to economic development
in underdeveloped areas. against the risks pecuilar to those invest-
ments.

This guaranty activity will at the outset be largely experimentai.
Some investments may require only a guaranty against the danger
- of joceavertibility, others may need protection against the danger

- of expropriation and other dangers as well. It is zmpmble at this
time to write a standard guaranty. The Bank will, of course, be able
tc require the pavment of ptemiums for such protection. but there is -

e WAY now to determine what pnemmm rates will be most appropriate - -

in the leng run.  Only experience can provide answers to these
questions. :

The Bank has sufficient resoarces at the present time to begin the
guaranty program and to carry on its lending activities as well without
aily increase in its authorized funds. Xf the demand for guarsnties
should prove large, and lending activities continue on the scale ex-
~ peeted, it will be necessary to 1equest the Congress at a later date to

“ipcrease the authorized funds of the Bank
. 'The enactment of these two legislative proposals, the first pertaining
. 1o technical assistance and the second to the encouragement of foreign

investment, will constitute 2 national endorsement of a2 program of
major importance in our efforts for world peace and economic stability.
Nevertheless. these measures are only the first steps. We are here -
embarking on a venture that extends far into the future. We are at
the beginning of 2 rising curve of setivity. private, governmental, and
internationsl, that will continue for many vears to come. Itis ailthe -
more iaportant, thesefore, that we start pmmptlv.

In the economicsily nnderdeveloped areas of the world teday there
are new creative enerjies. We Jook forward to the time when these
countries will be stronger and more independent than they are now,

. 2nd yet more closely bound to us and to other nations by ties of friend-
shlp and commerce, and by kindred ideals. Oun the other hand, unless
we 2id the newly awakened spirit in these peoples to find the course
of froitfol development. they may fall under the control of those whose .
philosophy is hostile to human freedom. thereby prolonging the un- -
settled state of the world and postponing the achievement of perma-
rent peace. :

Before the peoples of these areas we hold the proxmse of a better
fature 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 3. Teermax

- June 24, 1949.
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Appendix C—The Need for Assistance

The fact that the vast majority of the people of the underdeveloped
areas live under conditions which contrast startlingly with those in

the more economically advanced areas of the worid is only too sp-- '
* . parent to those who have actually seen these conditions. Statisticsl
_evidence of this contrast cannot compare in impressiveness with visaal .

evidence. Furthermor, the poor aud incomplete statistics now avail-
able from these aress in most cases fail to reflect living conditions as
they really are. Nevertheless, the statistical information which is
available gives overwhelming evidence of the wide disparity in the
. major elements in standards of lving as they exist in the well-
developed, the intermediate and the underdeveloped nations. It also
czn show some of the significant differences between the major ele-
ments in the economies of the three groups which underlie the stand-
ard ef living and, finally, the trained people available in & few of the

fields of knovﬂedge which are fundamental to the state of advancemen!; -

of the mn]or elements in the economy.

MA;JR ELEMENTS IN STANDARDS OF LIVING

. ‘The arnusl income of the people of 1 country is probably the most

representative singie indicator of their standaxd of living. Italso pro-
vides the most Jogical eriterion for dividing the countries of the world
" into gexneral groups of well-developed, intermediate and unde:le-
veloped countries in order to make comparisons between them in te:ms

of seversl criteria which can indicate or roughly measure their neefi
. for assistance. .

The years just before the war are  the last which are genemily rep-

resentative of the relative standards of living of the world’s peoples

ass whole. They also form the period for which the bmadest anci most.
representative figures exist.

The National Advisory Council on Int ernational Monetary and
Financial Problems presented to the Senate in 1947 estimates showing

the national per capita income in the last prewar year; 1939, of 53

' countries with 85 percent of the world’s population.” Ranked in order

of highest income. as measured by equivalent value n U. S. dollars,
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_ these countries feil inte three definite, clearly distinguishable Eroups
(appendix C-1). Group I contains 13 countries with average annual -
per capr*x income vahied at over $200. (Table VI, below.) These

countries, which include one-fifth of the world’s population, were the =

United States, Germany, United Kingdom, Switzerland, Sweden, Sus-
‘tralia, New Zealand. Canada. Necherlands, Denmark, France, Norway,
Belgium. Eire, and Argentina. Group II inciuded ten countries the
averzge iceme of whose people ranged in value from $100 to $200
These countries, comprising one-sixth of the earth’s population, were
Univn of South Africa. Finland. Chile, Austria, T. S. 8. R, Ttaly,
Greece, Czechoslovakia, Hungary and Bulgaria. Finally there were
28 countries in Group III whose people rcceived on the average less
than 3100 per year in valve of income. This group, representativa of
the remaining two-thirds of the world population, were Cuba, Yugo- -
slavia, Poland, Japan, Venezuela, Egypt, Palestine, Costa Riea, Coiom—
bia, Pern, Panama, Ceylon, Mexico, Urugusy, Dominican Revublic,
Haiti, Nicaragua, Guatemala, Bolivia, Honduras, El Salvador, Brazil,
Ecuador, Paraguav. India, Philippines, Chma. and Indonesxa_ _ :

TABLE Vii. PER CAPITA NATIOWAL INCOME

CouvsTey GROUPS Accorpmng To PEr Caoota Incoue 1936

Inder .Eupw (aver $200) Mﬂ&o()ﬂo. _\E.owcrinofami

|
Per capita income, 19.!9 (!f s do!lans ]

per eapum): .
Mesp (weighted) . . . . . . . 431 . 154 4%
Median (unweighted) . . . . . E - 389 149 88

In Group I the people of the United States had the highest average
~ per capita annual income of $554. This large and ProSperaus popula-
tion raised the mean average per capita of income of the peopie of the
countries ir Group I to $161, although the median of the countries in
the group as $389.
The mean average armux? income of the people in the counmes of
Group IT was $154. :
1n sharp contrast to the countries of Group I and even of Gmup 1. .
the incomes of the two-thirds of the world’s people in the Group III
- averaged only $41.
Gmupmg the countries by the income of thelr people, as shown -
above, it is possible to compare a number of the major conditions of
life of the people of the well-deveioped, intermediste amfl underde-
veloped countries.
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1. Expectation of ife st birth: : . o -
' Mean (unweighted). . . . [ . . . *§3 521 w40 (30)

) 2 ‘Tuberculosis denth rates fn 1939

Life Ezpectancy. In human terms, a most revealing indicator of
the application of technica! kniowledge &y & pesple and its value to
thein. js the simple, quantitaiive index of their Lfe expectaney.
{Appendix C-2.} '

The average life expectancy of childver born in the nations in
Group I, in 1939, was 63 vears. {Table VIIL below.} In several of
the most advanced of ihese comutries it was =5 high as 67 vears—
approaching the Biblival sliotment of “three score vears and ten.”

The techrological backwardnes: in Indiz, on the other hand. has

been 2. msjor factor in withholding some 40 vears of Hf\é'fmm the

‘aversge baby, who might expect to live no more than 2T years! And

the people of India are not notably worse oif in this respect i“ham balf
the worid’s popuiation.

. Entmaiv aside from its human losces, such wastefulmﬂs of Lhfsisn
heavy economic liability. * In India only 54 of esch 100 infanis born
attain age 15, and 2 substantial share of the Iow national income is
nsed for childrer who never attain the productive years of adulthood.

Cormspondmgiv the average working life of those wha do aitain the

‘productive ages is curtailed by high death rates.  According to aver-

ags. fife expevience before the war only 15 out of 100 infants born

Ain India would live te age 60. In the T 8., sccording to the life
tables of 193941, 92 out of 100 children born would resch age 13 -

and about TO percent would reach age 60, thus contributing 40 years
- or more of productive, adult life to their own and to nationsl income,

TABLE VIIL INDICATORS OF FREWAR LIFE EXPECTANCY, HEALTH :

AND EDGCATION FOR SELECTED COTUNTRIES

- Cousrey Gaoups Actorsiyg 1o Pes Carmra Icoxs, 1939

!

Median (unweighted) . . . 83 a0 40

{per lﬂ)mlgmpaimmn;. S _ o e
- Mesn (weighted) ... . . . 64 L 333

Median (unwelghted) . G2 T.138  ¥pd

. 3. Percent ifliterate (population age a ' :
19 anad over): : i

Mean fweighted) . . . . . Below 5 27 0 TR

26 64

: Medim(unwesghaed) - '=Méw5
L - i

i
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Health. Among the brightest chapters in modern history is the
spiendid recerd in the siruggle against disease. Few wounld deny
that the improvement in the physiclogical well-being of the individual
is one of the truly grest achievements of the age and one of the most
significant indices of relative standards of living and of the ability
to apply modern technical knowledge. The facts show, however, that
this achievement, has thus far affected the fives of only a small part

- of the human race. _

The incidence of many diseases may be used to compare the con-
dition of people living in the three groups of nations. Tuberculosis.
however, is typical and representative. since it i a serious disease in
every country of the world and does not vary radically with climate -
as de some other widespread diseases, such as malaria. ‘Tuberculosis
is a disease of poverty and overcrowding, generaily higher in the cities
than in the rural areas and almost everywiuere higher among low
Income groups than among high income groaps within the same coun-
try. Similariy the death wmtes from tuberculosis are strikingly dif-

* ferent as between couniries of low and high income (appendiz C-2).
The average annual tubercalosis death rate in the higher income group
is only 54 per 190.000 of population. which is less than half of that
in the middle income groups, 143 per 100,000, and less than one-fifth
of that in the lower income growps. 333 per 100.000 (table VIIL.
p. 1053, A% the extremes, the tubercnlosis death rate is ten times as
high in China (43¢ per 100,000} &s it is in the most advanced. western
countries {34 in Denmark: 47 in United States). .

fliteracy. Few characteristics of contemporary civilization dis-

 tingmish it more sharply from its predecessors than the existence of
free public education. No previous civilizetion has been so broadly
based on the general inderstanding of the written word, and an ability .

- formeriy confined to the privileged clesses has in some countries be-

- come the property of all.  Jost as modern pubiic-health controls have
‘mnde possible & great extension of the span of fife for the common
man, so has universal edvcation opened the doors of knowledge to

- everyons with the will and intelligence to absorb it. The education
of gl its citizens is & generally accepted responsibility of the modern

~ state, and the extent of public education is an appropriste measure

- of 8 nation’s place in the sccle of cultural development. Opinions

- differ as o the merits of various forms of advanced education but
there i auiversal agreement that the ability of 2 country’s people to
read and writeisa szfrrsxﬁcant measure of ifs aavancement———and of its

' ;)oﬁenrmi for further econotnic progress.

‘With a single excepiion, all of the countries in the upper income

- group have reduced illiterscy to a small frestion of the total popula-

tiop (appendizx C-2). In the middle income countries, illiteracy
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has been reduced to an over-ail average of 20 percent (table VIIL,
p- 103). Though illiteracy is still an important problem in these
countries, they are well on the way o conquering it. In the low
income countries, on the other hand, three-fourths of the populstion
ten vears of age and over are illiterate. though in these underde-
veloped couniries the illiteracy ranges from less than 10 percent in
Japan to 90 percent or more in India, Indonesia, and most of Africa.
‘Fhe two higher income zroups have less than 0 percent of the world’s
total population but they contain close to 30 percent of the worid’s
literate people.
Food. A vital factor in the mdard of hiving of a people is the
‘kind, quality, and quantity of the food which they eat. The simplest
and most readily comparable measure of food consumption is the
‘energy content expressed in calories per day of total food snppbed
" for each individual (appendix C-3). The commonly accepted mixi-
mum daily intake needed to sustain life is 1,800 calories. The average
food supply of 3.000 calories in the top income group countries is
about 1,200 calories above this minimum (table IX, p. 108). Theaver-
age of 2750 calories for the ten middle income countries provides
about 1 000 calories above the life-sustaining minimuam. Again the
vastly poorer. living conditions in the low income countries is indi-
cated by the fact that the average food supply of 2,150 calories is
only 350 calories above the life-sustaining minimum. 7This smeall
difference between average calorie intake and minimam i _
means that many consumers are continually below the danger level
of food consumption and that the margin of safety is so low that
seasonal or local variations in food production frequently have
serious or even fatal consequences.

Caloric comparisons do not take into account the qualitative dif-
ferences in food consumed, which are subject to even greater variation
than the quantity of food consumed. Some indication of the greater

. differences in the guality of food eaten in different countries is given
by the daily animal protein and fat supply (table IX, p. 108). Of
course, these quantities do not in all cases reflect the use of meat
substitates in the form of soybeans. ete. However, the fact that the
average daily consumption of animal proteins in the underdeveloped
countries is less than one-fifth of that in the well-developed countries
is sigmificant. Se also is the fact that the daily consumption of fats
is less than a third.

- Clothing. Another major factor in the standard of hvmg of a
people is the clothing which they have. Clothing varies greatly
throughout the world with climate and custom. However, the weight
of fabric consumed by each person is a fair index of the standard
enjoyed {appendix C-3).
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In the high income group of countries the average person uses
‘about 19 pounds of cotton. weel, and rayen clothing materials per
year {table IX, below). Only ene-fourth as much is available to the
average person in the low income vouniries. This grest disparity
. is made even rrore striking by the factthstthemmparimn by weight -
alune does not take account of differences in the utility and qubt:v
of the materials used.

TABLE IX. PREWAR FOOD AND CLOTHING CONSUMPTION IN
SELECTED COUNTRIES

Couxter Groues AccorpInG to PEr Carrra Iscoms 1939

Middie (S0t~ | Lawer (S0 and
$200) - below)

Uppez: (over m}r
iJaily per capita food suppiy:
. All foods (caloriex}: : » .
Mean {weighted, rounded} . | 3, 040.00 2, 760. 0G 2. 150.00

Median (unweighted. rounded) | 3,100.00 | 2, 730. 00 2. 130. 00
2. Animal proteins (oz.}: ; ' o
Mean (weighted} . . . . . 1. 60 0. 90 Q. 3¢

Median {unweighted; . . . 1. 80 ¢ i N .70
3. Fats {oz.}:
Mean (weightedy . . . . . 4. 00 230 L 30

Median (unweighted: . . . _ 110 250 1. 5@
Net annual consumption per head of : .
cotton, wool, and ravon (lbe.): .
Mean (weighted) . . . . . . . 18. 63 7521 480
Median {unweighted} . . . . . 17. 06 8221 672

ELEMENTS IN ECONOMIC DEVELOPMENT

The preceding discussion has compared certain major criteria of the '
standards of living of the people in the three groups of nations. The
reason for the substantial differences can be indicated by compﬂrisons '
of the relative development of a few of the major elements in the .
economic life of the countries included in the groups. It will be ap- '
parent that the marked differences in standards of living indicated in
the preceding divisions are closely associated with the degree of
economic development.

Figures are pot available to compare the deveiopment of all elemems '
of economic life. A few such elements, however, can be taken as
geneml]v indicative of the whole. :

Mechanical Energy. Redueed to iis essence economic development is
simply 2 measure of man’s ablhtv to control the world around him.
The primitive with no tools—or the most rudimentary hand imple-
ments—can do little to transform this environment. The peasant mth
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his farm snimals may extend his control to several times his own
physical capacity. But the man with the machine. bucked by the power
of an industrial economy, may have at his command a mnlt;phet of
tens or hundreds or even thousands of times his own physical strength.
Thus the extent of control of tke people of the world over their physical
environment may be indicated by the number of horsepower hours of
" energy eguivalents available to them. (Appendix C-4.) The two-
- thirds of the world's pecple with an income of less than $100 per year
have at their command only about the equivalent of 1.2 horsepower
hours per day in addition to their own human epergy. (Table X,
p. 110.) The middle income groaps now in an intermediate stage be-
tween an agricultural and an industrial economy have some five times
. 38 great resources of energy, with a daily consumption of 6.4 horse-
power hours per capita. The upper income groups have an average of
26.6—over twenty times that of the underdeveloped area. The average
person in the United States, with 57.6 horsepower hours of energy
available to him each day, has at his command over thirty times the -
mechanical extension of his own strength which can be commanded
only by the average person in the underdeveloped areas—and perhaps*
seventy-five times that of half the people of the world.
. ‘Translated into rough human equivalents (12 manpower equals 1
fiorsepower) every Aunerican man, woman, and child commands on
the sverage every day of the year energy in addition to his own equal
to the physical labor of 56 men for eight hours. At the other end of
the scale the Chinese controls only six manpower hours per day of
non-human energy in addition to his own labor.

dgricultural Income. The amount of energy consumed is a good
measure of the degree of industrialization. It does not so accurately
measure differences in the development and efficiency of agricalture.
- But here also the differences between the developed countries and the
underdeveloped countries are enormous. Labor pmductlﬂtv in agri-
- cuiture may be estimated from the per capita incomes of people
dependent upon agriculture, According to estimates prepared. by the
Food and Agricelture Organization of the United Nations, if the
average income of the population dependent upon agriculture in the
upper income groups is measured at 100 units, the agricultural in-
come in the middle income countries measures only 39, and the low
income group only 8. In other words the average farmer in the
first group has an income some twelve times as great, and impliedly
_ produces about twelve times as much, as the farmer in the Iow income
category.

Indusirial Investment. Genemlly spmkmg mtlonal income and
standards of living 2re closely associated with investment in industrial
- plant. One of the major Objecﬁvm of the development cooperation
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program is to rectify deficiencies in idustrial capacity in the ander-
developed aress. The need for such assistance is illustrated by the
fact that, taking the investment in industry for each mar who works
in the highly dmloped eountries as an index of 104, corresponding
index of investment in the middle group is 3% and in the nnderdewl-
oped areas oaly 1i.

TABLE X ELEMENTS IN PREWAR ECONOMIC DEVELOPMENT IN
COTNTRIES BY INCOME GROUPS

Corxrer Groves AccorDixe To Per Carmra Ixcous 1036

Endes Toper e gy MHEES0L- ¢ Lower 3100 sag

1. Energy cogsumed per day Morse. |

power ke, per capitad: : :
Mean sweighted) . . . . . . 266 th 4 | k2
Mediag (unweighteds . . - .  J 66 1.4

2. Amneal freight eseried (ton miles ©
: per capital short tone: f

Mesa (weighted? . . . . . .. | 9= il mr
Median {opweighteds .. . . . 598 399 43

3. Miles of railroad (pet 1.000 susre

miles of aresi: . : ‘
Mean (weighted® . . . . . . 40 29 13
Medisn (anweighted . . . .- 140 41 H

4. Motor vehitles {per 1,000 popuia- .
tionj:. i f :
}!un(we:g;hmd}.“ -9 81 T ¥
Median (unweighted: . . . _: 35 5 2

3. Telephones {per 1,000 population): - ]
Mesn (weighted) . . . . . . 9% v | 2
] 3

)
i

Median (unweighted} . . . . ™ B

Transportation. If industry and agriculture may be regarded as
the sinews of the body economic. transportation forms the arteries,
and communication is the nervous svstem. .\ few comparxsnns of these
essenrizlsto a det-eloped economy are shown by countries in appendix

C-42and by groupsin Table IV, p. 51.
© About 1.500 ton miles of freight per rapita were mrrzed anuually
in the high income areas. which is over twenty-five times the average -
of less than 60 tons carried in the Jow income areas. At the extremes
are 2977 tons in the United States and 0.7 ton in the Dominiean
Republic.

The three countries in which the ton miles are greatest, the United
States, Canada, and the U S. S. R., are three of the largest countries
in the world. Relating mileage of railroads to area, these larger coun-
tries have a lesser development than smaller countries like Belgium,
Switzeriand, and Denmark, but the contrast between the upper and
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lower invome groups in railrowd mileage transportation is enormous
o matter how measared.

The comparative index of motor vehicles in use. an indicator which
measures beth transfer of goods and living comditions, shows equally
marked contrasts In relstion to popuiation there are over one hun-
dred titnes as many motor vehicles in use by the peopie of the ad-
vanced countries as compared with these of the jow invome countries
" For the people of the United States itself. in comparison with the
peoples of low income countries. the ratio 15230 to 1.

- Communication. Mechanical means of rapid communicution. so
essential to production. trade. and economic activity in general. are
found in widespread use only in the upper income countries. (Appen-
dix C-£.) Of the various means of such communication the telephone
is probably the most characteristic. Measured by the number of tele-
phones in use. the people of the top fifteen countries with 9% instrn-
ments per 1.000 population had forty-five times the facility of com-
munication of the people of the twenty-eight low income countries
with 2 instruments per 1,000 population. {Table X, p. 110.)

Crop Yields. The large guins which the application of technical
knowledge may bring in food production are illustrated by a com-
parison of the vieids per acre between selected countries. although the
inherent differences in the physical factors of climate, soil, and topog-
raphy must be allowed for if such comparisous are to be meaningful.
{Appendix C-5.) TYields of wheat. the staff of life for a large part of
the world’s popujatnen. in the period of 1935-39 were only 6. 11, and
14 bushels per acre in Palestipe, India, and China. Compared to these
countries of underdeveloped agricalture, wheat vields in the countries
‘of Western Europe were 40 bushels per acre and even higher. In most
of the densely populated parts of Asia, rice is the main source of food
energy upon which life depends. However, in Indis and China where
food supplies are inadequate to support a decent level of food con-
sumption, rice vields were only 26 and 53 bushels per acre respectively.
In Japan, on the other hand, where the inherent physical factors for
producing rice are no better. vields have been raised to 76 bushels per
acre through the application of moe modern agricultural techpology.

The yvield of potatoes per ack» varies considerably among the
couniries within each income group. In genersl however, the vield -

in Group I ran from well over 20 te 504 ov more bashels per acre .
in countries where potatoes are 2 stajse crop.  In contrast, the yield in
the countries in Group II was generally lass than 200 bushels per sere -
and the yield in the underdeveloped countries of Coroup YI§ was inmost
cases well below 100 bushels per acre.

Tecknical personnel. In order te achieve ap a@:@'}emtﬁed rate of
economic development, the underdeveloped countries of the world
must be enabled to make better use of theit own natural resources.
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They can de this only if provided with the technical skills that can
make such things possible. Yet in many fields of technical speciali-
zation the native personrel in underdeveloped countries is extremely
scarce or totally non-existent.

The nnderdereioped countries suffer from serious shortages even in
the basic personnel necessary for the establishment of elementary edu-
cational and publi&heﬂth systems, both of which are important as a
basis for economic dere}opment These deficiencies may be iilustrated
by the accompanying table XI. p. 113, relating to phvsxcxans and
elementary school teachers available in the three major income groups
of countries considered. In the countries of over $200 per capita
income there was an aversge -~ about one physician for each thousand
people. The figure for the middle income countries was substantially
lower at one physician for each 1,300 people. but the lack of physicians
was markedly more acute in the lower income countries. in which
there was an average of only one phrsician for each 6,00 people.
At the estremes, there was only one physician for each 60,000 in
Indonesia ss compared with one for each 700 people in the United
States. This comparison, of course, takes no consideration of the wide
differences in the quaiifications of physicians. Thus in the more ad-
vanced countries physicians must be certified according to certain
standards of medical practice, whereas in many of the underdeveloped
- countries persons may become “doctors™ on the basis of the scantiest
medical training.

Similarly, there were substantial differences in the number of ele-
mentary school teachers available in the developed countries as com-
pared with the underdeveloped countries. The upper income coun-
tries average one elementary school teacher to each 250 people of ali
ages, the middle income group one to roughly 300 population. and the
lower income group only one to each 570 popniation. Thus even in
primary education the upper income group is quantitatively over twice
as well staffed in relation to total population as the lower income group,
entirely zside from the differences in quality of instruction. The
figures for the middle and lower income groups do not reveal the
additional fact that many of the teachers ir these areas have little
more than an elementary school education themselves.  Furthermore,
this comparison Is a conservative ope in that the lower income countries
have far higher proportions of their population in the school ages.

If it wore possible to restrict such gicbal comparisons to higher
levels of technical personnel there would be 2 much greater disparity
between the upper and lower income countries. The lower income
countries do not have sufficient personnel to provide elementary basic
education; much less do they have the qualified technical personnel
necessary for industrialization, and less still the scientists and teach-
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ers necessary te provide advanced instruction in the higher scientific
and techrical fields.

FABLE XiI. PHYSICIANS AND ELEMENTARY SCEOOL TEACEERS
IN BELECTED COUNTRIES

CocxTry Geovrs Accompixg te Pez Cartra Ixcoumg 1939

Tpper Middle . Lower
10oer S3u 2 ) ; CEIND and belaw
Puysicisns (per 1LUOD populaticn): '
Mean iweighted) . . . . . . .. 1.06 ! 0.7% @ 7
Meodisg (unweigheeti . . . | |} 04 .76 g
Elementary school teachers {per 1,000 | : !
Mesn wweighted) . . .. . . ! 398! 342, 3. 76
Median (coweighted) . . . . ! 411 345 LT6

APPENDIX C-1. PER CAPITA INCOME, POPULATIOX, AND
POPULATION GROUPS OF 53 COUXNTRIES. 1939

Per oupita | ; !
e IETE e S e
3 _
Upper income group {ever $200): : ]
United States . . . . . , e e . ub o 8553 ] 131, 416 i
Germany . . . . ... ..., 3 520 | 2 69, 317 | i
United Kiogdom . . . . . ., . 468 3 47,778 1
Switeeriand . . . .. L. | 445 4 4,206 | 1
Sweden . . .. . . .... .. i 436 5 6, 341 | 1
Australis . . . .. ... ... [ 403 6 6,997 | 1
NewZeslend . . . . . . .. .. 396 7 1,842 H
Canadn . . . . . . ... ... 330 8 11, 368 4
Netherlands . . . . . . . . . . i3s8 9 8 834 1
" Depmark . .. . ... .. .. : 3381 10 3,825 | ]
B - ;- 283 It | 41,950 | 1
Norway . . . . . .. ... .. 2my - a2 2,937 i
Belgivms . . . . ... ... .. ;281 i3 5,396 | 1
Eire. ... .. ........ D248 14 2, 946 | 4
Argentina . . . . .. ... .. - 281 15 13,132 2
Middle income group ($101-3200): i |
Union of 8. Afries . . . _ . . . ] 188 ; 16 10, 251 | bo
Finlaod . . . . .. . ... cd 18l 17 | 3,684 | 1
Chite . . . ... ... _... {174 18 | 4, 40 2
Austria . . . .. ... .. .. i 166 | 191 6,650 1
USSR . ... . ........ 418} 20} =19 500 2
Itady . . ... ... L. L. L1407 21 43, 864 | I
Greeee . . . . . . .. .. ... 136 ; 22 | 7, 200 .4
Coeehodovakia . . . . . . . _ . 134 2 15,239 ; 1
Hopgary . . . .~ . . . . . . 325 ; 24| 9. 129 X
Bulgaria . . . . . .. .. ... T 109 25! 6, 308 2
S8 ootnotes at end of table.
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APPENDIX C-1. PER CAPITA INCOME. POPULATION, AND
POPTLATION GROUPS OF 53 COUNTRIES. 1938—Continued

an : :
Comsiay «gx:-w Reak o Fopdation  Prpabiita

Lowm" mmme group ($100 :mé '£ ¢

bejow): ) : . ,
Cabs . . . ... ... .... ; 98 | 26 | 1258 3
Yugoalnsin . . . . . . . . . . . : 96 P 15,708 o2
Polawd . . . . .. . ... .. 85 - 28 | 35,000 ¢ 2
Jagan . . ... .. .. .. ... 93 x| TR 5201 2
Vemogoels . . . . . . . _ . .. 92 30 : 3,650 | 3
Beypt - - . . oo 85 ¢ 3 16, 630 | 3
Palestine . . . . .. .. .. .. - 8L 32 1,52 ! 3

Costa Riem . . . . . ... ... U 3 638 | 3

Colombin . . . . . . . .. .. 76 i 34 8. 986 | 3
Perw . . . .. . ... .... 35 7,000 3
Papama . . . . .. ... ... Tt 36 620 | 3
Cevlon . . 63 ¢  rl hov22 ! 3
Mexico . . . ... ... . 61 38 0 19, 350 | 3
Urogusy .. . . . . . 56 39 A £ T 3
Dominican Republic . . . . . . . a3t 40 | 1. 630 | 3
Haiti . . .. ... ... ... 0 31 2. 600 ! 3
Niearagns . . . . . . . . . . . 30 42 t :4
Gratembals . . . . . . . .. .. 48 ¢ 43| 3. 260 | 3
Balivi® . . . . . ... .. .. 47 | 44 3,400 | 3
Honduwss . . . . . ...... 5. 1! 1,096 | 3
ElSsdeador . . . . ... ... i 46 : 1. 745 | 3
Brazll . . .. ... ...... 46 | 47 1 +, 900 | 3
Eevador . . . . . .. ... . . 4 48 3. 000 | 3
Parsguay . . . .. . .. . .. 39 49 | o ! 3
Indis . . . .. 341 50! 382000 3
Philippines . . . . .. . . . .. 22 51 16, 300 | 3
China . . . . . - . ... ... 26 ¢ 52 450,000 ¢ 3
Todonesia . . . .. . . ... . 22 53} 69,435 3
Tota . . . . . ... ... . !835143 .....

» Sogree: Por Capita Natnral Inoooe. meMamzmmwm Laitent Sroter anid [ir Bafance of
Ineraetionnl Terensmoiaer, A Beoors w0 the Sevare Comnizter of: Finanee by the Natioual Advisery
Coaneil oo Inupascionsl Manetary g Fizancial Probleges, Dee, 18 2947, )

b Souroe: Statietiont YVierrieak of the Longue of Natione, 154142

* Coumtries s grouped b pepaiarion trpes o llows:

Toyne B Looe growmed petentin?, mmmﬁmwmm Lo slenth rares. Smalt
TaRra) increase with prospect of relatived stationecy populations i the Mtere,

Tyve 2. Trenwitiore! oronghk.  Birh rates 2535 Both birth and desth mtes gecenily faliing.  Rapif
popointion Sxowh.

Trpel ns.hmmaa Birh rates oves 35 Denhm:s(ﬁmmbmmmwmnxm
Bapit powth inahcence of civil digturbanse famine and epiderie.

“Tixe vl metes mder T aversge arswmal Sruves for the peried I1531-4).  Offficiak witat tatistics were tsed
where araifahi. thowyd: for a nyznber of conniries these wete comvectad £ ke arcount of spparent uncer-
moferting of births, MMWNMMQMWWWWMMM

" olfeial viead statisshes.

< Bomree: P. A m*xwmmmmhms&mm~mwmg&m
Novetzber 1947, This spoiies 1o enkiried sres aller the annexsrions in 1999 and 1940, :

= Sorae: OIR, Deparoment of Stage, Popelstion after somesations i 1339 and 1840,  Prier popuistion
pre®s ¥R

* White population oals.
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APPEXDIX C-2. INDICATORS OF PREWAR HEALTH AND
EDUCATION FOR SELECTED COUNTRIES

E "
Expectation «f i at birtk | :
|  TEDTES | bt of o
Conpirs ;‘ Years it
: : P e T | (alowt KNI
ate Male - Fetmale ! i
Upper imcome gtoup iover : : ; d
£200j- f . f J '
United Stafes . . . . . " 1930-41 . 62 66} 47 | Below 3.
Germany . .. . .. 1932-31 1 60 63 50 | Below 3.
United Kingdom . . TOI887 =G0 ¢ =64 | =82 : Below 5.
Switsertand . . . . . . 193948 ;. 63 67 80 { Below 5.
Swedenm . . .. . . . . ;193640 1 B4 67 ! 7S | Below 5.
Australin . . . . . .. 1e32-34 . 63, &7 40 | Below 5.
New Zealand. . . . . . | 1934-33 | 65 »68 60 | Beiow 5.
Canads . . . . . . . . 195042 ¢ 83 66 53 | Below &
Netherdands . . . . . . 193140 ¢ 66 67 | 41 | Below 5.
Denmack . . . . . . . [ 1941-45 . 65! 68 34 Below 5.
Frapee . . . . . . . . S 13338 36 62 | 137 5
Norway . . . .. ... D 1921-31 © 61 64 86 | Below 5.
Befgiwm. . . . . . .. S IUe-32 - 561 60! 88! 6
Eire . ... ..... C 14042 . 58 61 | 113 ; Below 3.
Argenting. . . . . . . . D181 1 =525 *52 108 ! T
- Middie inecome group $101- ° : i Cob
$200;: i I '
«= Union of South Africs . . | IS35-37 | <59 ! <63 fow [ 60,
Fintand . . . . . .. . [ 1936~40 ! 54| 460 190 : 14,
Chile . . .. ... .. 1940 ° 38 40 264 | 24
in. ' 54 40 | Below 3.
160 | 190
76 ;22
128 | 4L=
124 | Below 5.
48! 9
138 | 31
76 | 35.
234 | 45,
195 ¢ 27,
227 | Below 10,
233 | 63,
52 | 86
36 | 69.
172§ 35,
low | 44.
high | 90..
119 | 47.
62 ;| 60.
_ - NN
Urngeay. . . . . . . . ... ... . 10} | 36,

115




APPENDIX -2, INDICATORS OF PREWAR HEALTH AND
EDUCATION FOR SELECTEDR COUNTRIES—Continued

Expeetaiion of ke 8% birth l
Cateregfos: Pervent of popa-
demzh rates Em“mm
Conmitry Yewcs por J00.00 aver illiterate

Lower income group {($100 ¢

asnd beiow)—Continued

Dominican Republic medium | ¥1.
Hasti . . .. . . ... high | 90.
Nicaragus . . . . . . . ; medium | 57.
Guatemain . . . .. . medmm‘g‘??.
Bolivia . . . .. ... medium | 92.
Honduras . . .. . .. fow | 68
ElSalvador . . . . . . high | 73
Bz, . . ... ... 250 [ 62.»
Paragusy .. . . . . . 021 65
Tois . . . ... ... ! 283 | 91
Philippines. . . . . . . feeooaaes 1 298 | 51.
Chite. . . . ... .. g 400-500 | 85.
Indovesia . . . . . . . nigh | 92.
mem

* Dodading Maock.

« Deza for whiter only: for “mioeed™ {geueeslly mized dioods, oot including fuil Skoged Negoes sod
Todiens) s of 1955-X7: roale 46, feznule 41,

4 Not forlinding wer losws,

* Estimated by Frank Locimer, “The Popuiation of the Soviet Tajon’ (Geneva, League of Natlons,
e, p. 106

!thmdmnhm»magﬁxm

= Age Sor over,

indemmsandm
Soaroes:

The materisls on expectatinn of Hite af birth are drewn frozz Pepulstion fndex. Tuly 1949, compiled chiefly
frogn ofickel tife tablea. ‘These Sgres are 3 cottyervative statement of the differences herween the more ad-
winoed aoed Jess devsloped conmiries sinoe underepocting of deathy in the latter cesults b an upeard bias
" Em che recocdod expectatiae of e In cther soeds the trae expectation of fle in underdeveloped countries
5 geowerally helow that ofielaly remrded.

mmwmmm“mmmmvmmmwmwm”
0 Pebiic Haaltl Beportsss (2107 M4-1160, Aup. = 1945,  Mauny of the rates given are estixnsted of decived
| from edjurted officisl data.  As the suther states ~There is secious aaderregistration of fxberculosis denths
in many osapiries. terticuieir thase where medical servites are 1ot commmuon. and the cotlention of vital
mmmr In view of this ciremstance many of the rutes reported above for such areas are
highly tentative. ‘

MMMmMnmmwmdeMWEmmy
for the Division of Geography and Curtograpby, Departmen: of Staze, 194344, In this stody Erersey is
Aolined as the abiity to both read snd write: i other srands & person stating ability to read bt not writs is
ciaasifed as iiliverate, ‘The data relate to abont KGG, rmmhnrmmmmmmnmmk
hmsnam

Amm
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APPENDIX C-3. PREWAR FOOD AND CLOTHING CONSUMPTION IN
SELECTED COUNTRIES

mﬂrwmwwmy' Net copsumpiion
Couptry ' oo i :ﬁm.mwo%l;
Aninal : <
Tpper income groun {over $200):
United States . . . ., . . _ _ 3.098 18 4.3 29. 01
Germany . . . . ... . _. 2,920 L3 3.9 13.93
United Kingdom . . . . . . . 3,095 16 43 21. 80
Switeerland . . . . . . . . . 31511 LS8 3.7 17. 24
Sweden . . ... .. _ ... 3171 22 i1 18. 67
Povepalin . . oL L .. 3,3%: 23 45 16. 49
~ow Jenland . . . . . . . L, 3,197 22 43 I6. 18
Canada . . . ..., . ... 3.037 18 32 19. 89
Netberlancis . . . . . . _ _ _ 2958 13! ¢0 19. 38
Denmark . . . . . . _ ... 3. 421 20 5.3 16. 49
Pramee . . .. .. .. ... 2979 13 301 1512
Norway . . . . . . .. ... " 3,179 1.6 12 15. 50
Belgiom . . . . . e e e . 2, 969 13 34 18 63
Eire. . . ... ...,..... 3, 349 L&¢ 36}......
“Argentina . . . . ., . . 4oooemTl 22| 33 16. 89
Middle income group :3101—3200} ;
Unijon of &, Afriea . . . . . . 2,354 L2} LS. ...
Findand . . . . .., ... 3,018 29! 3t 12.35
Chile . . . . .. . ... .. 2,320 0.8 1% L3i......
Apstris . . . . ... ..., 29187 L5 34, . ...
TSSR. . ......... 42,827 L. L. .. 6.70
Ttaly . . ... ... .... 2,636 0.7 2.1} 8.55
Greeee . ... ... L. .. 2323 07 2.6 _ 7.76
. Czechosiovakis . . . . . _ . . 2721 Lo 26 12 06
Hupgary. . . .. . . .. .. 2,748 0.9 25 8.22
........... 2, 901 08 20 7.76
Lower income E:mup {5100 and be-
low):
Coba . . . . . ... ..., 2,626 0.8 | R A S
Yugoslavis . . _ . ., . . . . 3.013 0.7 2.1 7.76
Polmod . . . ... ...._. 2,710 0.8 2.2 5.69
Japan . . . ... ... ... 2, 230 0.4 0.9 13. 71
Vepezuels . . . . . . . . . .i.. ... B T
Egvypb. - - . . . .. . ... 2, 469 4] LE}. ... ..
Palestine. . . . . . .. .../ . . ... O
Costa Biea. . . . . . . _ .. 420314 . .. .; R
Colombiz . . .. ... ... 2, 004 .7! L5:. .. ...
Pera . .. ... ... ... 1,835 051 L&l ... ..
Papams . . . . . ... ... .. ... O
Cevlon . . . . ... ... . 2,059 83! L6|......
Mexieo . . . . . .. . .. . 1,855 67! LS|......
Urogaay. . . . . . .. . ..] 242 LO;: 33 16. 89
Dominicar Republie . . . . . 42,130 . S ..
Haith . - . ... ..ol S S e
See foatnotes at end of table,




APPENDIX C-3. PREWAR FOOD AND CLOTHING COXSUMPTION IN
SELECTED COUNTRIES—Continued

1
Daily pes cepita fod supply * MXetp&itm
; - perheadoi
: © AF foods | ANl . Fats “and ayone.
- . ) {calocies) (oumces) b ¢ {ounas} b {pounds)
Lower income group {$109 and be-
low)—Continued
Guatemals . . . . . . _ . .. e L
Honduras . . . _ . e -5 1 7
ElSalvador . . . . . . . . 41,944 L. L L Lf . D R
Brazil . . . . . .. - 2,173 1.1 L8i. .. .
Ecuador . . . . . .. T e e R -
Paraguay . . . - . 42 813 .. - . I
India . _ .. . ... ... i, 976 0.3 L0 1.37
Philippines. . . . . . . .- i, 855 C.7 L2]. .. ...
Chipa . . . . . . . .. . 2, 234 0.2 1.4 3.51
Indonesia . . . . . . . % ..... . ..
H

* Source: The State of Food and 4 ricaiture, Fao, September 1948, pp. 106-7.  Aversge for years 1934-3%, R I
* Grams convertad to ounces with conversion factor of 1 gram= (333 outices. B :
* Source: World Fiber Siyrey, FAO, Augnst 197, p. 174. Net consumpmnperhendoreot:on.wm

{clesv) and myon. Average ¢ yvears 1534-35. Figures of aversge fiber consumption per head are. cal

; . calated on a net basis, L.e., domestic fiber production and for trade belances of raw fbers, semi-manufasinred

! . ) . - woods end manufuctared goods, all expressed as raw material weight equivalent. Canvemd:nmm&:n -

: from kilograms with conversion factor of 1 kilogram—2.246 Ibs. :

4 Source: Proposals for 8 World Food Bosrd and Food Survey, Fao, 1946, pp. 35. 37,
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APPENDIX C-4 ELEMEXNTS IN PREWAR ECONOMIC DEVELOPMEXT
IX SELECTED COUNTRIES

!
! E
1

. Anooat Q\Ii‘lar:nl;

[

DETEY
Cﬂw_mmda:_‘iﬁ frefght © rond (per 1 Motor ve- deepftunes
Coumtrs (hnmm mm—:::a;lmséE s};ge 1%&? ¥ (g?pmuf
bowrs per pex | milesol 3 uhtion)< | tion) 4
cspicals | capitad® | arealt ‘ i
E :

Upper income group {over $200): ' ; _
Tnited States . . _ . . . . P 37.6 2,977 8 | 230 - 148
Germany . . . . . . . . . | 1w.8i 785 | 253} 24 50
United Kingdom. . . . . . 27,11 424 222 353 | 59
Switzeriand . . . . . . . . 11.0 | 289 230 | 18 | 102
Sweden. . . . . . .. .. 185 ; 491 66: 36 | 114
Australia . . . . . . . . . 154 660 : - 9} 125 | 86
New Zealand . . . . . . . 126 464 | 32 i67 | 110
Canada . . . . . . ... - 30,4 (2, 611 12§ 125 114
Netherignds . . . . . . . P139l 174 140 | 18 l 46
Depmark. . . . . . _ .- i1 1 116 196 13 107
Framee . . . . . . . ... 13.1] . 604 19| 3o | 87
Norwsy . .. . .. . . . 20.0 | 180 20| 3 | T4
Belgium . . . . . . . .. 228| 578 | 267 27 | 47
Bire . o« v v oo .- 0.7 73 98! 23 | 13.
Argemtina . . . . . . . . i 501 67 23 21 a7

Middle income group ($101- : { % B

$200): i -

U.of S. Africa. . . . . . . C10.1 ) T 30 5 37 | 13
Finland . . . . ... .. 121 308 %y -2 2
Chile . . .. .....- 10.7] 324 20| i | 13
Austria. . . . . . . ... 6.5( 464 | 139 L....._. 41
TSSR . . . . .% .. .- 6 8 [b1,134 214 '3 3
Btady. . .. .. ... . 39l 194 19} Il 13
Greece. . . J . . . . . . L 20 36 2 5
Czechoslovakia . . . . . . ILO | 492 171 7 9
HUDGAIY - - - - « » . . - 36| 220 159 2 5
Bulgaris . . . . . . . . - L7 218 - 46 .8 3

Lower income group (3100 snd

below) :

Coba . - . . ... ... 261 119 70 11 11
Yugoslavia . . . . . . .. 21 43 72 1 3
Polend . . . . ... ... 56 432 897 1 8
Japsn . .. ... .. .. 6.6 138 102 3 16
Venezuels . . . . . . . . I B 2 10 3
"EZVPL - - - e - e e e s .71 68 9 2 3

" Palestive . . . . . - . . . L9l 7 30 10 12
CostaRica . . . . . . . . 14| 43 22 6 5
Colombis . . . . . : . . . L51 12 5 4 4
Peru. . . . o o o v o n - L1! 45 4 3 3"
Pspamae. . . . . . . . . 1231 26 7] 23 1
Ceylom. . . . . . . ... 1 T 38 5 0.3
Mexico. . . . . . . . - . 22 182 19 5" 7
Crugesy . . - . . . « - 32! 514 26 3t ! 16
DomxmmRepubhc. e 51 0.7 8| 2 | 2

See footnotes at end of table.
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APPEXNDIX CH4. ELEMENTSIN PREWAR ECONOMIC DEVELOPMENXT
iN BELECTED COUXNTRIES—Continued

T . i
mmgf_d ; ?mwl;ég’& m@g Motor ve- | Telephoues
Couniry i Mimee. | cumed 1.000 | hicles (per ! (per 1.000
fton-miles wjEwe 1,200 pop- I~
heurs per per mifesof | uatisn}s | wom
capitae capita) ® arenit
Lower income group ($100 and
telow)—Continued
Haiti. . . . . . e e e e . - 2 S I4 .8 .
Nicaragua . . . . . . . . .7 16 4 .7 - L
Guastemala . . . . . . .. .6 13 17 1 0.
Bolivia. . . . . . . ... - 3 R a .6 0.
Honduras. . . . . . . .. 1.4 ig 17 1 3
El Salvador. Coe . .6 9 30 2 2
Brazil . . . . . ... .. 1.9 94 6| 4 3
Ecuador . . . . . . . .. 1.0 i3 7 1 3
Paraguay . . . . | . . .6 23 4] 2 3
Indis. . . . . . . .. .. .5 60 26 0.3 0.2
Philippines . . . . . . . . N & 3 L9
China®. . . .. ..... .54 17 3 .2 %5
" Indonesis. . . . . . . . . -4 9 21 1 0.6

0w =1 &N

~ Soures: Energy Resourtes of the Wmmmwmmm:dsmzmmm.ub&m
1. Dats cover consmnption of eneryy from fnaniinase soarces for 1937 expressed o kilowsit-hours electrie-
ity equivaient, after dedoction of losses (estimatad at 50 percent) in the conversion of fuels to useful beat

or power.

v Sources: faternationcl Radway Stetistier, Intercationst Rafieay Tnion (fr Eurcpean sountries only),
Fereign Commerce Yearbork, U. S. Departznent of Commeres, 1041, Staferman’s Year-Book, Universal
Dizertory of Raifway Officials end Ruilcoy Tearbook, 1941~1042. Statistics for omiait counizies were also
faken feom cRmiry statistical yearbooks. Duts for 957

« Soupoe: Axtemative World News, Departent of Covatoecee, 1948, covers 153% Agures,

£ Sauotx Moteseere’s Year-Bovk, Foreign Commerce Yeorbook.

« Intdoding Canal Zone,

? Excinding Manchuris and Jehol,
« 1936 datn, :

b Enropean Rixssia only.




APPEXDIX (C-5. AVERAGE YIELDS OF WHEAT, POTATOES. AND
RICE IN SELECTED CTOUNTRIES, 1933-39% »

Cogntry

! Averape viehd per acre in bashels »

Upper income group (over S2003:
United States

..............
............
..............

................

" Argentina
Middle income group ($101—-$200)
Tnion of South Africa

..............

...............

..............
................
...............
...........
..............

...............
...............
.............
..............
.............
................
.............

See footuotes at ead of table
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312
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APPEXDIX C-5. AVERAGE YIELDS OF WHEAT, POTATOES. AND
RICE IN SELECTED COUNTRIES, 1935-39—Continyed

Average vieid per sere in bushefs «

Comntry -
Wheat Potatoes : Rice

Lower income group {$100 and below)}— : !

Continued ; :
Bolivia. . . . . . . . .. ... .1 ... | 521, .. ..
Hoonduras . . . . . _ .. . . _ ... ... S
ElSalvador. . . . . . .. ... _ ... . i 68 26.9
Brazit . . . ... .. ... ... 0.5 ! a3 286
‘Eeaador _ . . . . . . 1. } 55 7. .. ..
Paraguey. . . . . . ... .t... . . ! 75 46. ¢
Indis . . ... .. _ ... _ ... 10.7 150 4259
Philippines . . . . . . . . . . . . . Ce e e . 70 21. 6
ins . .. ... ... ... .. 3. ... .. 525
Indogesia . . . . .. . ... . ... . E =73 20

* Boxarce-—Forvign Crope and Martere, Departient of Agriculture, wolume 58, Nos. 11. 15, 6
b Trizone and T, S, . R. zone sverape.

= Jeva and Nundn.

4 Indinn Tnion,

APPEXDIX C-6. INDICATORS OF AVAILABILITY .OF TECHNICAL
PERSOXXEL IN SELECTED COUNTRIES » :

Physictans » Elementary school teachers «
Couaar | e oot | |
Date | Number | @000 Date years Number | 1000
Upper income group (over
$200) - '
Uhnited States . . . .{ 1947 167, 805/ L 37 1946 8i€606, 023 4. 29
Germaay . . . . . . 1939 | 47,725 .69 1938 | 4-8 180,323 2. 63
- United Kingdom . . . 1947 | 55,771 .13 1937 6 194, 268/ 4. 11
Switzerland . . . ., {1947 | 3,806 . 84194647 6-8 13,530 3.01
Sweden . . . . . . . 11947 | 6,360 .94 1943 4-6/ 26,163 4.03
Australia . . . |, | D147 7,137 .94l 1936 | 7 25,623 3. 78
New Zegland. . . . ;1847 1,800 1.00 1947 8/ 8,266 458
Canada . . . . . . . D 1947 ¢ 11,901 .95 1949 8 70,000 5.43
Netherlands . . . . . {1947 | 80000 .83 1946 8 38642 410
Denmark . . . . . - 1947 1 4,250, 1.903 1946 4-5 18,517 4.51
Franee . . . . _ _ . [ 1947 | 30, 000] - T3/1946-47, T 152, 869] 3. 7T
Norwsy . . . . .., 1947 | 2,000 . 931194243 71 11,345/ 3. %0
Belgium . . . . . . ;1937 6,682 - 80193738 gj 47,940: 5. 73
Eire. . . ... ... (1947 1 2,000 .67 1948 | 12,791 423
Amentina . . .. . .11946] 16,900, 1.05 1945 | 67 %2 809 5 2

See footnotes at end of table.
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APPENDIX C-6. INDICATORS OF AVAILABILITY OF TECHNICAL
PERSONNEL IX SELECTED COUNTRIES »—Continued

Physsetans & Elementsry school teschets ©
: . \?érm ! Scioot | B g
Dute : Number ¢ IO [ Date : sears ¢ Numnber [ LU0
§ i H i
Middle income groups ! ;

($100-5200}: ] ! x |
Uuion of South Africs .| 1947 | 4, 800! _41) 1937 8 12,548 1.28
Finland . . . . . . . 19471 1, "3"% . 45/1937-38 6 13, 391& 3.68
Chile . . . .. ... 1045 3, 3500 .63 1945 6 13,5920 254
Austris . . . . . . . 3936 ; 7.211 1 OT[1945-46 8 27,540 3.99

- UTS8R...... 1941 }130,000] .76 1939 4} 621, 633 3.65

Ttaly . . . . . . - . 1940 | 38,083 . STH95-46/ 5 153, 556} 3.41

Greece . . . . . . . 1937 ; 6,000] .86 1944 46 15,573} 217

Czechoslovakis. . . .| 1947 | 9,300, .76/194546 4 31,161 231

N Hungary. . . - - . - 1941 | 13,274] .97/1946-47, 6-8 32,760{ 3. 50

: Bulgaris. . . . . . . 1947 ! 4,563 .65 1938 7. 26,005 4 I8
Lower income group (§100 : '

and below): ‘

Cuba . . . .. ... 1944 | 3,100, . 631194546 6 <135 924 3. 18
Yugoslavia. . . . . . 1938 | 4,754 . 31194748 7 23.811f 132
Poland . . . . . .. 11046 | 7,732 .32 1947 | * s 73641 310
Japan. . . .. ... 1947 | 67,9811 . STI1946-47 6 268, 544] 3.47
Veneruels . . . . . . 1946 | 1,749 .4l 1946 sl +4,032 .94
Egypt. - - . - . . . 1947 | 4,0000 | 2111942-43 5« 28 @90 L 58
Palestine . . . . . . 1947 [ 2,677 138 | facmeaafamen-
CostaRica. . . . . . 1946 90 . 1944 6l 3,436} 4.74
Colombia . . . . .. 1946 | 2,910 . 1945 45/ 14,198 1.41
Pert . . . . 2 . .. 1946 | 1,343 .19 1944 6 12,971 1.93
Panams . . . . . . . 1945 144 . 211194243 6 2,222 341
Ceslon . . .. ... 1943 g8l Lash . feoo.ofioo
Mexico . . . . - . . 1946 | 11,526 .51 1939 6 46,653 2 40
Triguss. . . 1946 [ 1,615 .71 1046 | 8 6818 299
Dominican Republxc. .1 1946 425 200 1944 8 2,813 1.45
Haiti . . . . . . .. 1046 3000 .09 1943 68 2,200 .63
Niearsgua . . . . . . 1846 ;| - 2000 .28 1945 6 2.3400 2.15
Guatemals. . . . . . 1946 365 .11 1945 6 4,328 124
Bolivia . . . . . . . 1946 5691 .15§ 1946 6 6,132 L62
Hondurss . . . . . .| 1946 130] . 13194243 6 1,682 145
El Salvador . . . . . 1946 310! .mj 1944 s 3477 L81
Brazil. . . . . . . . 1946 | 14,501} .31 1941 | 45 83,000 1.97
Ecuador. . . . . . . 1946 793 .24 1942 6 2198 103
Paragusy . . . . . . 1946 3400 .28 1043 6 3702 3.3t
India . . . . . - - -1 1946 | 47,500, . 12| 1948 5-6420, 000, 1. 27
Phibippines. . . . . .| 1841 | 4,401 .26 1946 7i%33,592 1.76
China. . . . . . .. 1947 | 20,000 .O04i1945-46 6| 785,224 1.73
Indopesia . . . . . . 19381 1,130 .02 ... __ fommmmans e
t : ! i




= Expiecatory Note~ it is to be ernphusized thar the date in A pprendis C-8 involve swriomn sisments of
. DeG-CompReAblity, Thednts swe oxopied from » varedy of miericiotal srd mRtaonal sourees and reliect
differwnoe i oiSrial crpREzRtion sod coacepss.  THE, some of the Sptres ke piysivisas inelgde betl e
tired pirrsitinns sod Gectoes o e armed services,  Other fSgures exclade eitler o botl of tese calepories.
ad i i pot alvers possible to Cotertmize wint it artnally opvored.  In e devloped comntoies the deling-
T off what coostiinses 8 “physicimn ™ is sotwtinies pebaloey. snd here i reascs 10 beiieve that tie SEores
often jockade mors or iray tzaiped persorie] who woukd sosconly quslifys &€ plhesicins ctwiere..  Apotier
thement of non-conparabdity i the dfereot dates to wikich the mazerjale refer.  Ths the oo paraivety
Jow Sypare Ioc Germmmay o 1839 oefects the Sighc of velfuges Jewish dortors, sand if postwsr inforsution were
avadubie (e Gemmen Spzce would probabiv be even lower.  Similaciy. the ontstandiely Righ tigure for
Palestine obvicasly relincts the prewsnoe theve of veitpes octors foo all aver Europe.  Under the ciromn-
sinacel, Shecilic Comp ot et s eoamtrie: freet be nde with gresd reservation, ocsh the differenoes
betweet: Jnaior $roops ouquestiaaably refers tooe disparitier. I anyring, (hee Gats St & cONISIVRiive
satement of soch diffsreoces o view of earistion iz the quaslity of meedical prrsonmel.

The data for shmetory school teackess are equally SGIpect as reeards the precie Orores given. Asis
evident froen the Dable, differences betwesn cosmities partly srie owing (o differences in the number of yeurs
of “sianentay schooi™ amd otber diferenoes i the edacstoral systems,. It &5 not adways ciesr whether or
1% the Seures inclode or exciade private schools, special ks ing schools (e, for defecsive ehiidren), wduls
eduontion st the eletoentasy Jevel, etc. o saoe coantries the materiais inchade oaly fall-site tenchers, in
otbery they sposrent]y inchude meny part-tise teaches suich 53 & China, oy Qeteuction ey beof very
Hmited darstion snd of 8 rather informal natate,  Seoe non-cuapREDIEY S Dtroduond by the differenoes
in the dates to which the Grones apply.  Figally if i cecogmiued that the idex woaid be more btoarste &
redatod to chikfren of wehon ane rether tivae T the Wixl popalstion.  Since s fr Ripher propostion of the total
popadetion alls fu the sclon] Apes iG countriey of loeer inoon, te Fememal commparisur hetween (he major
Satome prouhs are therefore cucaertstive, Guite stiade Sun diferences in e quality of Satiuctivn.

* Hesic nforzistion wn physicians wes mmpplied by the Offow of International Health Relations ia the
G. 8. Patitic Health Sepvive, whicht compiled the muterials ciety fom the Wer Deportment Tochuiood
Bulietts { Medical azd Segitery Dazel sad for the Axmerioan repabiles fhom information secured from offietsd
igracies and medica] societies by the Hemkh and Sexitation Dividos of the Instizate of Inter-Americsn
Afiairs. This desie infonzation wes sapplemrented, whersver possible. by mare tetent date taken o’
World Medica! Assovinzion, Jraft Seport on the Medicnd Profespon in Testy-Three Coutries (Special
Investigation No. L. Xew York, 1908, The Sgure e theSoviet Union isdrmwn from Americen Reriew of
Sowier Mesicine, Ocsober (63, Rates were cakulsterd on the batis of poplstion excimazes & the respec
© iiwe fntes,

* Basic information oo teschees was mopplied by the Division of Intemutions! Eduoazionst Eetacions,
.8, Ofiee of Bdacstion, fom ttx ows poblications ar S reports of the Miuistriee of Educstion of other
oiliehl spencies of the rgpective conntriny.  Other gources of inforeeation weve:  The Stster: 2n's Fear-Bovk,
IS (Acstria, Eire, Greese, Toaly, Netharisnuis Near Zosltand, Polsnd, Switzeriand); Annutire Faternation-
ol de T Edurttion & & Enstigurnest, 1930 (Belyinm, Bulpiets., Flulund, Uusion of South Alica): Brisish
Vear Boot of Edacarion, 1539 {Austratia. United Ekpdou): Kuluraope Serodeisive, Mosoow, 16e, p. M7
(UEE.R.). mmahhmdmmhuhdmmhmm

cmab:momamrmmm

* Pzl sehasks only. -

* HaXt doye. .

& Baugh estimata,

* After swparation of Pakicgn,
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Appendlx D—Efiorts to Meet the Need

A considerable number, volume, 2nd variety of efforts have been and
are being made by private, governmental. and international agencies
to meet the needs of and to rectify the conditions in the under-
developed countries which have been illustrated above. The work
which these agencies have done is the foundation for activities pro-
posed under the Point Four Program and therefore valuable for a full

understanding of the proposed program.

PROGRAMS OF INTERNATIONAL AGENCIES

United Nations and Specialised Agency Projects

The Charter of the United Nations calls upon that organizatior to
promote high standards of living and conditions of economic progress
and development. The Charter confers on the United Nations powers
to take action to accomplish these resulis.

It bas become increasingly apparent that the “gnderdeveloped”
countries. which comprise the great majority of the membership of
the United Nations and the specialized agencies, give economic de-
velopment high priority among their national aspirstions and are

as;stanwmthewhmvemenﬁofth:spnrposeiromthemmr-
national organizations. Many of the members of the United Nations
are more intimately concerned with this aspect of United Nations work
than they are with its pohuca.l aspects.

In the field of economics, the United Nations 1tself has direct inter-
national responsibility te act in such fields as industrial and mineral
development, general statistics, and public administration, in which
there has not been established any specialized agency charged with
responsibility for assisting member governments in technical problems
and technical training. In most of the other economic fields, special
ized agencies have been set up which have specific responsibihity for
assisting their members in technical problems. Accordingly, in these
cases, the United Nations functions are in the nature of coordinating:
theworkdonebvtheagencms,ﬁllmgmgaps,m&o:gmmng]omt
efforts. Thus the economic demlopmen* mission organized and sent
to Haiti by the TUnited Nations in the fall of 1948 was made up in
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part of specialists from the United Nations and in part of specialists
delegated for the task by the agencies. including the Internstional
Monetary Fund, Food and Agricultare Organization (Fao), World
Health O-Qamm.&on { W0}, 2nd United Nations Educationsl, Scien-
tific and Cultural Organization (U 'im)} ali of which supplied
experts in their respective fields.

The United Nations has also been active in the social welfare field.
it has sent out consultants to advise governments and has granted well
over 8 hundred fellowships in this field each year since 1946. It has
done advisory work on housing problems.

The work oi (he speciabized agencios may be considered separately
from that of the United Nztions itseif. The United States is 2 member
of each of these sgencies and participates actively in their work.

One of the most active agencies in rendering technical assistance has
been the Food and Agriculture Organization. Fao attacks the basic
sgricultural problem by sending experts to diagnose the methods used
in underdeveloped countries and advise their governments on what
changes should and can practicslly be made, organize demonstrations
in the field to show what can and should be done, and arrange training
programs. The Fao Mission to Thailand, whick anaivzed the sgrical-
tural and forest resources of Thailand, and advised the government on
how to improve present techniques; the Fao training programs on
technical problems, which demonsirated in Eumpe modern metheds
of ariificial insemination, food refrigeration and storage, and hybrid
corn development ; ang the laboratories established in Asia for produc-
tion of vaccine for rinderpest are typical of the many enterprises
which it has undertaken in a great many underdeveloped zreas.

The World Health Organization has simiiarly been active in spread-
ing technical knowledge. Wao's prime function has been to assist
governmenis in the development and strengthening of permanent na-
tional health services and in the prevention of the international spread
of disease. It has done this by advising governments on protlems of
organization and administration and. at the same time. by actuall
assisting them with the solution of specific health problems. It has
given priority, in its over-ail planning, to programs aimed at the con-
trol 2and possible eradication of diseases such as malaria, tuberculosis,
and the venereal diseases, the effects of which are world-wide and
which can be attacked most effectively on an international basis. Fe is
aiso eoncerned with programs for ine improvement of matsrzal and
child health, nutrition, and environmental sanitation, and for the
modernization of international quarantine regulations.

Dixesco has been active in promoting fundamental education and
the spread of scientific knowledge, as well as in advising on the im-
provement of national educational systems from the elementary schools
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through the universities. (enerzl education and training of scienm-
tists are essential parts of the foundations of spund economic develop-
ment. An Important techmque used by Usezco In its world-wide
campaign against illiteracy is the training conference, attended by
education officials and teachers from a number of countries for thg
study of teaching methods and materials. Another technique ic the
Advisory Commission of educational experts from a number of
countries. which is sent to survey the educational system of a country
at its request and to recommend steps for its improvement. Uxgsco
has also established four regional scientific information offices which
help the scientists of underdeveioped countries to keep in touch with
scientific and technical advancements in other countries. These and
simiiar activities are further supplemented by the award of training
fellowships to a few outstanding, mature students from underdevel- -
cped countries.

The International Labor Organization (Ivo) has mde substantial
cobtributions to the improvement of working and living standavds
throughout the world and is now devoting increasing emphasis to
practical operating programs concerned with manpowv: problems. -
Through the Ivo, standards based on world experience and opinio’n :
have been developed in such fields as manpower, freedom of associa- -
tion, social security, vocationsl training, labor statistics. and prob-
jems relating to the employment of women and children. The Iro
provides technical service to members with respect to the development
and betier utilization of skills urgently needed in less developed areas.
Vocstional and on-the-job training, the organization of employment
services, and migrstion are examples of such services. The Ito
also is able to place at the disposal of less developed areas experience
of more advanced countries with respect to industrial safety and the
entire scope of labor standards and practlees and staistics.

The effective work done by these agencies in their fields of responsi-
bility is matched by other speczahzed agenc:es #a theirs. The Inter-
national Monetary Fund assists its members in the improvement of -
their fscal administrations and advises them as fo measures for
improving their balance-of-payments positions. The International
Ciril Avistion Organization (Icao) has responsibility for establishing
uniform standards and recommended practices for safety of air navi-
gation throughout the world. [t assists member governments in the
installation and maintenance of facilities essential to safety of air
navigation throughout the world. The International Telecommuni-
cation Union (ITr) helps member states improve their communjea-
. tiops systems.

The International Bank for Reconstruction and Development is
playing an important »ole as 2 source of capital for economic develop-
ment and will probabir play an inereasingly important role in. the.
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future. In connection with its study of possible loans the Bank aiso
provides technical assistance to countries in the assessment of their
development potentizlities, advice as to their optimum Iines of eco-
nomic development, and advice as to means of improving their credit

Projects undertaken by the United Nations and the specialized agen-
cies in the field of technical assistance have not in all cases been ac-
counted for under that heading. It is therefore difficult to state
exactly the cost of the projects which have been undertaken. Im
addition, the work of some of the agencies in technical assistance has
been 2 minor part of projects of broader scope and cannot be estimated
satisfactorily. Estimates can be made, however. with sufficient accu- -
racy to give a close indication of the funds spent by the agencies carry-
~ ing out substantial projects in this field. Such estimates are set out

in table XTL.

TABLE Xii. SCHEDULED EXPEXDITURES FOR TECHNICAL ASSIST-
ANCE PROGRAMS OF THE UNITED NATIONS AND SPECIALIZED
AGENCIES IN UTXNDERDEVELOPED AREAS, 1949 '

Agpreney

Toited Nations, 554, 520
Food and Agricuithre QOrgapiration ¥ 1. 250, 000
International Labour Office. * 4350, 006
World Health Orzanization... . 1.100, 00

Toited Nations Educationnl, Scientitic and Cuitural
Organization. . 1. 046, 550
TOTAL -~ £4, 411, 270

P indedes projects financed from Pxexs funds which will be exhausted fn 1950,
* Some of these funds will not hmve bees spent in strietly underdereloped arens.

O-genization of American States Projects

In the Latin American srea, the Organization of American States
{Oss) has a2 substantial history of specessful internatioral cooper-
ation in technical assistance through the international system of the
American republics. The Pan American Sanitary Burezu. for exam-
ple, has been an agency for technical cooperation among all the Amer-
ican republics since its creation in 1903. The Inter-American Insti-
tute of Agricultural Sciences, under the Council of the Oas, has
already been carrying on projects of research and experimentation
at its field headquarters in Turrialbm, Costa Rica, looking toward
the improvement of crops and agricultural practices in the Americas.
The geographical sciences, which are inextricably involved in the
Jdevelopment of natural resources, have been promoted on an inter-
American basis by the Pan American Institute of Geography and
History. The Pan American Union itself. for over 20 years, has been
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engaged in administering and proinoting a variety of cultursl ex.
changes among the countries of the hemisphere, including exchanges
of academic and technical personnel and of technical publications.
Finally, the Inter-American Economic and Social Council has been
discharging its responsibilities for facilizating and promotmg cooper-
ation among all the American republics for their economic and social
development, through the work of an expert staff.

Caribbean and South Pacific Commissions

Two intergovernmental regional bodies, the Caribbean Commis-
sion and the South Pacific Commission, have heen operating as con-
sujtative and advisory agencies to their member governments on eco-
nomic and social matters relating to their dependent territories in the
Caribbean and South Pacific regions.

‘The primary objective of these two Commissions has been to pro-
mote scientific, technological, and economic development by
facilitating the use of resources and research on a cooperative basis,
surveying needs. and avoiding duplication in the work of emstmg
research agenmas. These Commissicns concern themseives with agri-
cuiture, communications. transport, educstion, fisheries, health, hous-
ing. industry, labor, socizl welfare, forestry, marketing, production,
trade, ﬁnanee, and pubhc works. While neither of these Commis-
sions has an organic relationship with the United Natwm:, both

cooperate with the United Nations and its specialized agencies on
matters of mutual inferest.

UNITED STATES PROGRAMS

Summary i

T. S. participation in international technical cooperation activities
on 2 bilateral basis has been concentrated primarily in Latin America
and the Philippines. Activity in Yatin America has represented a
U. S. effort to fulfill varieus inter-American resolutions and conven-
tions agreed upon in conferences, particularly those in 1936, 1938, 1945,
and 1948, ' Action was initiated in 1938 with the passage of Public
Law 545, T5th Congress, which authorized the temporary detail of
. 8. employees t¢ the Governments of American republics, the -
‘Philippines, and Liberia. This act was amended by Public Law 63,
76th Congress, on May 3, 1939, Public Law 355, 76th Congress (1939),
suthorized the use of government agencies to carry out cooperative
enterprises based on mtapAmemmn agreements. In May 1939 the
President created a committee which was known as the “Interdepart-
mental Committee on Cooperation with American Republics™ for the
purpose of implementing cooperative projects with the Americas. It
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began operation with 2 modest budget of $370.500 in fiscal 1941. Today
the Committee is called the Interdepartmenial Committee on Scientific

TABLE XIil

PARTICIPATION OF THE UNITED STATES IN TECH-

NICAL COOPERATION IN THE AMERICAN REPUBLICS TEROUGH
AGENCIES OF THE INTERDEPARTMENTAL COMMITTEE ON
SCIENTIFIC AND CULTURAL COOPERATION FROM JULY i, 1940

TO DECEMBER 21, 1948

T 1
LWL @XPerss Cnited States i
Cooperation in Agriculture . . . . . 585 202 | 5. 698, 599
Cooperation in Public Heslith . . . i56 198 T87, 286
Cooperation in Industry, Labor : :
Resourees, Government Services: '
{&) Statistical Services. . . . . . 4G 120 739, 983
(5 Radiway Trapsportation. . . . 1. .. ... 3, 979
{r} Highway Transportation . . .{. . . . . . i 995
() Civil Aviation . . . . . .- .. 63 1.021 2 193, 188
{¢) Industrisd Training. . . . . .{. . . . .. 9 130. 763
{f} Women's Emplorment . . . .! G 16 735, 159
{¢) Labor Standards. . . . . . . i 17 0. 389
(k) Geoiogic Investigations . . . . 117 18 832, 38T
{2) Mining snd Metallurgy . . . . 20 1 138, 643 .
{7} Nazional Income and Bslance :
of Pavinents Besearch . . .| 2 ié 42, 788
(k) Industrial Research and Stand- .
. ardization. . . . . . ., . 2 23 53,718
ﬁ Tariff Research and Adminis-
WAOn . . . . . . e . . obe e ... af 819 41, 767
m) Public Administration . . e U | 124,395
) Telscommunications Regula- ————
WORE .~ » - - h v e e ef e e e e 3 8, 600
{0} Wesather Investigatiops . . . .} 18 65 711, 573
{p) Tidal Observetions. . . . . .1 - v I 61, 524
(@ Magnetic “and * Seismological "
Observations . . . . . . . - 137, 572
{r} Fisherv and Wildiife Resources. | 30 - 27 343,730
Cooperation in Social Welfare: ' : :

{c) Child Welfare . . . . . _ . .¢ 38 | 19 335, 610
() SocigiSecurity. . . . . . . .i. . . ... 14 22, 630
Cooperation in Education: = : _
{¢) Exchange of Students. . . . _i. . . . . . v R, T4 2. 563, 890

- {b) Exchange *of Professors and ;
......... ? 265 3558 | 1,588,270
{e) Aid to G_ 8. -Sponsored Schools .
io Latin Ameriea. . . . . JF . . . . . b e 4w e o] 963, 825
TOrar AXOUNT OBLIGATED . .0 2 « .+ 2 o af s - = « .1 817,732, 062

t Inclades U, 8. studenss sent 16 Latip Armerics a5 well a3 Latia Amaziean students ! 'nugh:mt.* &

1 G, 5, professors and speefaliists 1o Latin Ameries.

1 Latin Axmecican professors sod spacialiss te T, 8.
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and Cultaral Cooperation. At one time or another, some twenty Fed-
eral Departments and agencies have conducted programs under this
Commitiee. It now operates under Public Law 402, $0th Congress,
which authorized activities in the Eastern as well as the Western
Hemisphere, and 21so continues to operate under Public Law 355, 76th
Congress, since this act was not rescinded. Its fiscal year 1949 budget
of $4,100,000 covers activities in the Western Hemisphere only. From
- 1940 through December 31, 1948, the U, 8. Government spent $24,947,-
240 on activities under the Committee, of whick $17,952,062 were
directly related to economic development programs (table XTTT).

. During the war period {1940-1946) the Office of the Coordinator
of Inter-American Affairs carried on emergency programs aimed at
improving the basic economy of the Americas, with long-range action
programs in health snd sanitation, food supply, and education. This
program was based on a resclution of the conference in Rio de Janeiro
in 1942,

The Office of the Coordinator of Inter-American Affairs was termi-
nated in 1946 and its functions in the field of technical cooperation
transfc ved to the Department of State. In 1947, Public Law 369
authorized rhe Institute of Inter-Americen Affalrs to carry om its’
program in basic economy for three years. The sum made available

* for expenditure in the Seld by the U. S. Government for cooperative

- action programs of the Institute of Inter-American Affairs and its -
predecessors relative to economic development from 1940 through
December 31, 1945 will total approximately $38,953,000 by the end
of fiscal year 1949. (Table XIV.)

TABLE SIV. PARTICIPATION BY THE UNITED STATES IN TECENICAL
~ COOPERATION IN THE AMERICAN REPUBLICE THROUGH THE
INSTITCTE OF INTER-AMERICAN AFFAIRS AND PREDEC’ESSOR
AGENCIES :

CUMPLATIVE EStIaare oF Frxps ror Frerp Proceavs 1840 1o Juxe 30, 1949

Program. ’ ' Bxpenditure
Health and Sanitation___. o $46, 413,520
Agricuiture .. I 9, 003, 000
Education _ 3 . _ 3,502,000

' $58, 953, 000

Funds were made available from the President’s Emergency Fund
during the war period for the exchange of specialists with a number
of Far Eastern, Near Eastern, and African countries. Many of these

spesiaiists worked in fields directly involved in economic deveiopment. .

Technical cooperation activities have been carried out in the Philip-
pines since 1946 under the authority of Public Law 370, T9th Congress.
Eight T, 8. agencies have been operating in the Philippines, carrying
out construction programs, extending techrical and scientific advice,
and treining Filipinos both in the United States and in the Philippines.’
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It is contemplated that 770 Filipinos will have been provided
training in the United States under the Act, which expares June 30,
1950. Of that number 164 had. as of December 31. 1948, received
their training and were back in the Philippines in the service of their

_ country, 209 were in the United States receiving training, and arrange-
ments were being made to bring to the United States the remaining 345.

The educational exchanges made possible by the Fulbright Aect
(Public Law 584, 79th Congress) include many students, professors,
and research scholars in fields contributing dlrectly to economic devel-
opment. Under this Act, local currency funds or credits secured from
the sale of United States surplus war property may be used to cover
travel, maintenance, and other local currency expendmxr&s within the
cooperating country, both for United States citizens and for citizens of

- countries that have signed agreements under this Act. :

The Economic Cooperation Administration has carried on technical
assistance activities i 2 number of countries as a part of its economic
recovery programs. - Similarly, technical assistance has been an inci-
dental but significant part of the Greek-Turkish Aid ngmm. The
Department of the Army has provided such assistance in the occupied
areas as a part of its effort under Military Gm ernment to help such

_ areas become self-supporting.
 The greatest number of United States tecknical cooperation pro-
grams have been in Latin America. These have been carried out by
the Institute of Inter-American Affairs and by a nainber of depart-
‘ments and agencies of the Government working through the Inter-
departmental Committee on Scientific and Cultural Cooperation.
Althongh a part of these programs were in cultural fields outside of
the field of economic development, a substantial portion of the pro-
grams were directly related to economic progress in the countries
involved. ‘The principal programs conducted under the auspices of

.. the Interdepartmentai Committee and the Institute of Inter-American
' Aﬁairs are enumerated below.

Cooperation in Agriculture _
: The economy of the countries of the Westernn Hemisphere outside of -
“the United States is predominantly sgricultural In spite of this fact,
many countries have difficulty providing emmgh food for their popula,—
‘tions. This condition was particularly serious dunng the recent
world war.. For this reason technical cooperation in agriculture has
been one of the primary programs carried forward by tha United
States with other American republics,
Since 1542 the U. S. Department of Agriculture has been workmg
epoperatively with ministries of agriculture of the other republics on
their agricultural problems. The cooperative program generaily has -
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been carried out by advising and working with the ministries of agri-
culture, other national and local agricultural officials, and the schools
and colleges; by establishing and maintzining joint cooperative sgri-
cultural experiment stations; by training Latin Americaps in the
United States and in the other countries; and by making available
technical information regarding scientific and administrative develop-
ments in the United States, as well as in the cther Anserican republics.
At the present time, the Department of Agriculture is cooperating
“with 15 other American republics in the operation of agricultural sta-
tions or in conducting specific projects at stations of the cooperating
- governments. 'The countries involved are Bolivia, Brazil, Colombia,
Costa Rica, Cuka, Dominican Republic, Ecuador, El Salvador, Guate-
mala, Haiti, Honduras, Mexico, Nicaragua, Panama, and Peru. More
than 200 research and demonstration projects are currently in
progress under this cooperation program. Research in rubber is
_proceeding in all cooperating countries. Studies are also being made
- of coffee, fibers, rotenone crops, mahogany and other woods; essential
oil crops, tea, veget_:..ble oil crops, and others. :
Cooperative work is not limited to research. About 300 articles have
been written, and very extansive work has been done in developing ex-
tension services which will carry modern agricultural technignes tc -
. the farmers. . In addition, from the beginning of the program Latin
Americans have been trained in the United States under the training
program of the Department of Agriculture. .
Funds for agriculture cooperation, exclusive of that c,ameri out by

the Institute of Inter-American Affairs, have increased from approxi-

mately $10,000 in 1942 to approximately $1 million in 1948, The total
expenditure up tc December 31, 1948, was $5,698,599. (Agriculture
collaboration $3,821,978 ; Rubber development $1,876,621.)

The program of the Institute of Inter-American Affairs was initially
concentrated on increasing the production of food crops urgently
‘needed for Jocal consumption. In general the projects of the Institute

involve (¢) demonstration of improved methods of soil conservation
and cultivation, (5) assistance in obtaining seeds and fertilizers, (¢}

strengthening of agricultural education, (d) ass:lstance in food stor-
- age and marketing, and (¢) training.

‘The programs are carried out under agreements which prov:de for
the establishment of a cooperative service {called a servicio) within
the ministry of agriculture of the host government. Both governments -
contribute funds, materials, services, and facilities. : _

Since 1942, food-supply programs have been carried on in ten coun-

tries, in' four of which joint activities are still in operation. In -

Brazil, Honduras, Panama, Veneznela, El Salvador, and Nicaragua
- aetivities have been terminsted. In Haiti, Paraguay, Peru, and Costa
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Rica work is still progressing. Training in the United States has
been provided for about 200 agriculturists. From 1942 through fiscal
year 1949, the U, 5. Government will have spent about $9,008.000
in the food-supply program of the Institute of Inter- American Affairs,

Cooperation in Public Health

Cooperation in improving health in the Western Hemlsphere is be-
ing carried out by the Pan American Sanitary Bureau. established in
1902. The U. S. Public Health Service has cooperated with this Bu-
reau through additional services supplementary to the contribution
the T. 8. makes to the regular budget of the Bureau. This assistance
has included advisory service in public health, in fields such as water
supply and infectious diseases, and in training in the G. S. Between
1940 and December 31, 1948, experts were detailed on 156 assign-
- 'ments in the other American republics. and 198 Latin Americans were

given training in the U. 8. For this purpose the U. 8. Govemment
expended $787,286.

The joint health programs of the Institute of Inter-American
Affairs have the objective of elevating the health standards in the
hemisphere. By the end of fiscal year 1949 the Tnited States will

- have obligated $46.443,000 for this work. including certsin construc-
tion and equipment costs in addition to expenses for personnel. There
are now about 8,000 physicians, sanitary engineers, nurses. other tech-
nical personnel, and unskilled workers employed in cooperative health
programs; some 120 of the cooperating technicians are from the

~ United States.

The governments that have been pamczpatmg in this joint work
since March 1942 are Bolivia, Brazil, Chile. Colombia, Costa Rica,
Dominican Republic, Ecuador, El Salvador, Guatemals, Haiti, Hon-
duras, Mexico, Nicaragua. Panama, Paraguay, Pern, Uruguay, and
Venezuela. Operations are continuing in all these countries except
Costa Rica, Dominican Republic, Nicaragua and Panama.

In the cooperative hezlth program there are over 550 projects or ae-
tivities under way. These include: o

* 1. Training of health workers locally and in the United States.

Over 5,000 persons have been given instruction _

2. Improving health facilities through the construction of hos-
pitals, healtii centers, et cetera

3. Improving sanitation through construction of water-snppl;
and sewage systems

. 4. Field and Iaboratory study of health problems

3. General health education
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Cooperation in Indusiry, Labor, Resources, Government Services,
Etc.

(a) Statistical Services. The need for beiter statistical information
about the principal elements of the economy of the Western Hemi-
sphere has long been recognized. The first Inter-American Demo-
graphic Congress. which met in Mexico City in 1943. approved in
principle the basic plan elaborated by the Inter-American Statistical
Institute, providing for a census of the American continents during.
the vears 1950 and 1951 In January 1946 the Institute appointed
a commitiee composed of an officizlly designated technician from
~ each countrr, which has been working toward the development of
procedures and standards to be used in taking the 1950 Census of
the Americas. Through the Interdepartmental Committee on Scien-
tific and Culturai Cooperation, the United States Government has
for the past four years been ziding in the cooperative preparations
necessary for the taking of the 1950 Census. Under the leadership
of the Bureau of the Census a coordinated program has been con-
ducted by that Bureau, the Bureau of Agricultural Economies of
the Department of Agnaxlture the National Office of Vital Statistics

of the Federal Security Agency, and the Bureau of Labor Statistics
of the Department of Labor.

The cbjectives of the program are to give technical asszshance in
connection with other statistical work es well as with the 1950 census. .

To implement the program United States statistical agencies have
- sent one or more consultants to each of the other American repubhcs.
Training grants have been made to over 100 technicians. -

Since fiscal 1943 there has also been a program in the field of vital
statistics with the objective of fostering greater comparability of
statistics in the hemisphere. The total spent for technical coopera-
tion in statistical services through December 31, 1948, was approxi-
mately $739,583. Consultants have been detailed to 11 countries for
this program. Trainees from 15 countries have ha& ‘instruction in
the United States.

(b) Railwey Tmspm-tatzon. The Office of the Coordinator of In-
_ter-American Affairs began & cooperative program with the other
American republics in 1942 with the objective of putting the railways
of the American states in good operating condition. Experts were
sent to Bolivia, Colombia, and Ecuador. The most extensive program
was in Mexico, where approximately $6,400 000 was spent. Operat-
mg railway executives and personnel from six countnes were trained
in the United States.

The Oifice of International Trade of the Department of Commerce
continued the Colombia mission after taking over from the Office of
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the Coordinator. At the present time, however, the United - i
noi paying for any technical cooperation projects in this £

{(¢) Highway Transporiation. Cooperative projects in _ ¥
transportation were also initiated by the Office of the Coordins .. of
Inter-American Affairs. Survervs of transport needs were made in
Mexico, Paraguay, Colombia, Peru, Venezuela, Ecuador, and Brazil
Forty-three highway specialists from 13 countries were brought to
the United States to observe American equipment and methods.

{d) Civil Aviation. The program of cooperation in civil aviation
was begun in 1941 as part of the means to secure the defense of the
Western Hemisphere. In fisesl 1944 it became part of the program
of the Interdepartmental Committee on Scientific and Cultural Co-
operation. From 1941 through December 1948 approximately $2,193,-

188 from Scc funds was spent for this program by the United States.

The program was first designed to train pilots and mechanics, and
training was later extended to administrative and other personnel.
During the nine vears of the program there have been 1.021 training
grants to persons from all of the American republics. Expert assist-
anc¢e on various aviation matters has also been provided to Mexico,

. Brazil, Colombiz, Peru, Chile, Costa Rica, Ecuador, and Venezuela.

{e) Industrial Training. A program was started in 1941 to give
Latin Americans practical experience in specialized lines of United
States industry. Training was provided by United States private
firms. The Office of the Coordinator of Inter -Ameriean Affairs spent

- $275,000 on the program, which brought 229 young men from ail of
the other American republics to the Umbed States. With the end
of the war, the p;ogram was transferred to the Department of State,
which awarded 72 grants in 1946 and 1947. The Department assisted
in the initiation of almost 100 projects by private firms. - In fiscal
1948, administration of the program was transferred to the Depart-
ment of Commerce. During the current fiscal yvear this program is
being administered by the Bureau of Apprenticeship in the Depart—
ment of Labor, and §22,500 is being expended for this purpose in ﬁscai
year 1949,

(f) Womer's Employment. A part of the program for cmperatxon
with the American republics on special welfare problems is carried

- out by the Women’s Bureauw. In 1947 an expert advised with the

Division of Women and Chlldren, National Department of Labor, on

working conditions of women in Chile. In 1948 an expert worked
with the Office of Women and Children, Department of Labor, in

Mexico on problems of industrial home work. In 1945 and 1946 two

series of lectures on the employment of women and labor legislation
in the United States were given in Uruguay and Mexico. Two survey
trips to seven Sonth American countries have been made. Sixteen ex-

- perts from Brazil, Chile, Colombia, Cuba, Mexico, Pery, and Venezuela
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have received special training in the United States. Informative
materials have been distributed. The United States Government made
2 total expenditure of £75,159 on the program from January 1941 to
the:end of 1948.

(g) Labor Standards. The United States Government has co-
operated with the other American republics and other countries in
demonstrations of proved methods of effective administration of labor
laws and safety standards including the reduction of work hazards
in industry, contributing to increased industrial output with equitable
berefits to workers. Since 1916 the Bureau of Labor Standards has
sent technical consultants to Argentina. Brazil, Chile, Mexico, Peru.
-and Truguay. .\ training program for personnel responsible for
accident prevention was organized in Uruguay by one of the con-
sultants and assistance in child-labor administration was rendered
to Mexico by another consultant. The training program for govern-
ment officials from other countries includes observation of State safety
and Iabor-law administration. Since the beginning of the fiscal year
1946, officials from Bolivia, Brazil. Chile. Colombia, Costa Rica, Cuba,
Guatemala, Peru, and Mexico have participated in the training pro-
gram. The United States Government has spent $70.38% on this
program during 1948.

(k) Trade-Union Activities and Interrelations between Labor,
Business, and Government. In a program not under the Scc but of a
related kind. the Department of Labor has administered for the
Department of the Army and the Department of State during 1949
a program of observation in the United -States for about 60 trade-
unionists and other labor specialists from Germany. Similar pro-
grams are now in the final stages of planning for Latin American,
Austrian, and Japanese visitors. The German visitors have been
given an opportunity to observe the operations of labor unions and
the interrelations between labor, business, and Government in the
United States. -After receiving general orientation from the national
headquarters of trade—umons, national management organizations,
and Government representatives, they have observed the work of the
trade-unions and other democratic organizations at the “grass roots”
levels. Through cooperative relationships with iocal trade-unions and
other organizations, they have had close association with American
werkers in their unions, on their jobs, and in their homes, and have
thus Jearned, through firsthand contact with the American people, the

_ role that trade-unions and the individual play in the economic, social.
and political processes of the U. S. democracy. Through such ob-~
servations the foreign trade-unionist or labor specialist becomes better

- equipped to strengthen the democratic processes in labor and other

~affairs in his country and thus contribute to, and safeguard, sound
economic development.
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(i) Geologic Investigations. The United States share in coopers tive
geologic appraisals of mineral deposits in the American republics has
been conducted by the Geological Survey of the Department of the In-
terior since fiscal year 1941. The results of these investigations have
been published in a bulletin series entitled “Investigations in the
Ainerican Republics®. Investigations of particular mineral resourvces
liave been made in Argentina {tungsten}. Chile {mercury and tungs-
ten), Cuba (chrome and manganese). Haiti (manganese). More
general surveys have been completed for the Dominican Repubiic,
Ecuador, and Peru. and intensive work covering miany minerals has
been carried out in Brazil and Mexico. From the fiscal year 1841
through December 31, 1948, approximately $332.387 was spent by the
United States on these projects.

(7) Mining and Metallurgy. Cooperative work in mining and

© metallurgy was initiated with Brazil in 1942 by the Foreign Economic
Admiunistration. This work was continued by the Buresu of Mines
when it entered the program of the Interdepartmental Committee on
Scientific and Cultural Cooperation. Projects have also been under-
taken with Bolivia {tin mining), Mexico and Peru. From 1M3 to
December 31, 1948, approximately $136.643 was spent on these projects.

(k) National Income end Balance-of-Payments Research. The
Oflice of Business Economics of the Department of Commerce has coop-
erated with Venezuela and Colombiz in the development of techniques

. for estimating rational income and international balance of payments.
On-the-job training in Washington has been extended to 31 technicians
from Costa Rica, Mexico, Paraguay. For this purpese the United
States Government expended $2.788 through December 1948,

(1) Industrial Research and Standardization. Since 1945 the Na-
tional Burean of Standards has had many cooperative working rela-
tions with Tatin American scientists and students in industrial
standardization techniques, measurements, and resesrch. Beginning
in 1947 a training program has been financed by the Interdepart-
mental Committee on Scientific and Cultural Cooperation. and $53.715
has been spent on the program. Thirty trainees from Brazil, Chile,

-Lolombia, Mexico, and Truguay have participated.

(m) Tariff Research and Administration. The United States Tariff
Commission since 1939 has detailed staff experts to Venezuela. Para-
guay, and Panama. Eight trainees from 11 countries have been given
courses by the Commission at a cost of $41,767.

(n) Public Adindniziration. As part of the cooperatne program
‘Y with other American republics, the Bureau of the Budget provides op-
portunities for Government officials from the American countries to
obtam advanced si2dy in universities and practical training in public
ratzon. Over 35 Latin American officials have received train-
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2{n-g through the Bareau of the Budget at a cost to the United States
of 8134395, Many of such trainees now have important positions with
their governments and with international organizations. -

{0) Telecommmications Regulations. The Federal Gommumca-

tions Commission has conducted training projects with the other

American republics in the field of government regulation of tele-

¢smmunications. Nationals from Chile, Cuba. Brazil, and Mexico

‘kave been trained for a short period of time, and two one-year fel-

lowships have been provided. The cost to the United States has been

{p) Weather Investigations. Since 1942 the Weather Bureau has
cooperated with the national meteorological agencies of Cuba -and
Mexico in operating radio code stations in those countries. Pamphlets
on meteorological subjects have been translated into Spanish. Meteor-
ological classes have been held in New Orleans and in Medellin, Co-
lombin. Since 1942, 83 students have received trsining in the Umted
States. (Funds spent by the United States: $V11.573.)

(q) Tidal Obserrations. The Coast and Geodetic Surver began in
1941 a cooperative program with the other American republics to
establish and maintain tidal-observation stations. Stations are now
maintained in Mexico, Cubs, Costs Rica, Peru, and Chile. The cost
to the United States of these stations was $51.524, up to December
31, 1948, |

{r) Magnetic and bmmo?ogzml Obserrations. The oast and _
Geodetic Survey has also cooperated with the other American repub-
hies in accumulating and studying maguetic information. Expert
seismologists have been detailed to work with and coordinate the ac-
tivities of technicians in other countries. Seismographs have been
inmﬂedatSantmgo.Lima,Qnito Bogota, San José, and Guatemala
City. In 1944 a training program was initiated and 101 Latin Ameri-
cans have received training in geodetlc survey. map and chart pro-
duction, and hydrugraphic surveyving. From 1941 through Decem-
ber 31, 1948, $157.572 was expended for these programs.

(3) Fishery and Wildlife Resources. The development, conserva-
tion, and management of the fishery resources of the American re-
publics hare been greatly aided by a cooperative program initiated by
the Fish and Wildlife Service in 1941. Modern methods of catching,
preserving, and marketing fish have been introduced. Surveys and
investigations of fishing reserves have been made in Chile, Guate-
male, Mexicc. Peru, and Venezuela. Twenty-seven representatives of
11 couniries have come to the United States to obtain instruction and
training in various branches of fishery science. From 1941 through

. December 31, 1948, $343.730 was expended on these programs.
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Cooperation is: Secial Welfare

() Child Welfare. The cooperative program of maternal anc
child weifare has been administered by the Children's Bureau, Fed-
eral Security Agency. In Paraguay and the Dominican Republic, the
cooperative work has been concerned with the organization of na-
tional services in maternal and child health and welfare; in Bolivia.
with drafting children’s legislation. Nutrition cpemahsts hav:
visited Argentina, Brazil. Guatemala. Mexico, Paraguay, Peru, and
Uruguay. Consulting services in connection with the development of
schools of social service or training courses in social work have been
provided in Argentina. Brazil, Costa Rica, Cuba. Ecuador, and Pera.
A special training course for aides in child welfare was organized
in Brazil. Since the training grant program was initiated in the
fiscal vear 1942, 19 specialists have come for study in the United States
from Bolivia, Brazil. Colombia, Costa Rica. Cuba, Dominican Re-
public, Ecuador, El Salvador. Haiti, Mexsico. Nicaragua, Panama.
Paraguay. Peru, Uruguay. and Hungary. From 1941 to the end of
1948, approximately $385,610 was espended for the cooperative serv-
ices of the Children’s Bureau.

(3) Social Security. A program of cooperstion with other Ameri-

_ can republics was initiated under the leadership of the Social Security
Administration by the First Inter-American Institute on Social Se-
.eurity, held in Washmgton in June 1947. Nipe American republics’
were represented at the Institute: Costa Rica. Cuba, El Salvader,
Guatemsala, Haiti, Honduras, Mexico, Panama, and the United States.
The Institute covered such topics 2s old-age and survivors’ insurance.
unemployment insurance, public assistance, ete. A training program
was begun and 14 trainees from Guatemala, Panama, Argentina. Chile.
Mexico have studied various aspects of the problem. The cost to the

United States totaled $22.630 through 1948.

Cooperation in Education
Several large and important programs of cooperation with the other
American republics have been in educational fields. The objective of
these programs has been to promote mutusl understanding and the
mterchange of ¢ulture, and to improve education for the purpose of
economic development. Some programs have been related to this
latter purpose more directly than others. .
(a) Exchange of Students. The Office of Education, Federal Se-
curity Agency: administers the United States Government program
_for exchange of students with the other American republics through
the Ipstitute of International Education in New York, to which a
vearly orant of funds is made. From 1940 through 1948 there were
1,744 Latin American students who came to study in the United States
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with the financial assistance of the United States Government. The
students awarded grants under this program have been graduate
students. A great many of these students have concentrated on fields
- such as agriculture, biology, dentistry. education. engineering, and
medicine. ete.. which are directly refated to economic development.
The cost of this program to the United States Government through
1948 was 82,563,090
(8) Ezchange of Professors and Specialistz. A program for ex-
change of Latin American and United States professors, leaders and
specialists. which wus begun in the fiscal vear 1941 has been adminis-
tered by the Division of Exchange of Persons, Department of State.
Since 1940, 524 distinguished leaders and specialists from 20 other
American republics have been awarded grants by the United Stotes
Government for professional visits to the United States.  These
specialists, together with a large number of others who have been guests
of other departments, have included persons n. many fiekis r=lated
to economic development, and the opportunity to learn Amerizan insti-
tutions and developments has aided them in their work at home. Since
the fiscal year 1941, 68 United States specialists have received grants
to visit other American republics: 19% pmfemm have been given
grants to conduet regunlar classes and lectures in Latin American
universities and other institutions of higher learning. From fiscal
1941 through December 31, 1948, the United States spent $1,588,270
“on this exchange program.
(¢} Cooperation with Latin American Schools. A cooperative
program in vocational, rural, and secondary education has been carried -
" on since 1943 by the Inter-American Educational Foundation, Inc.,
established by the Coordinator of Inter-American Affairs, and con-
tinued by his successor, the Institute of Inter-American Affairs. The -
objectives of this program are to raise the general levels of education
and literacy standards in all the Axaerican republics, and to provide
bealthy, well-trained workers and technicizns for their expanding
industrial enterprises. To achieve these objectives it has been neces-
sary to emphasize the training of teachers and to dev e}op mstructmnal
materials which would satisfy local needs.

From 1943 through fiscal year 1949 $3.502,000 was provided for thls
program by the United States.

The program has been carried on under bilateral agreements signed
with Bolivia, Brazil, Costa Rica, Dominican Republic, Ecuador, El
Salmdor, Mcaragua, Panama, Paragua}’, and Peru. The programs
now in gperation differ among countries m order to meet local needs
and wishes

‘In Brazil, Panama, Paraguay, and Peru the cooperative program
isprimarily vocational. In Brazil, which has the most varied program,
activities include industrial education training for all types of teach-
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ers; shop organization and management and safety education: develop-
ment of instructional material and visual aids: specialized equipment
and technical books for school Libraries: survers of industrial skills;
job analyses: and organization, operation, administration, and super-
vision of industrial education :: the national and local levels.

A type of program concerped with the training of rural school -
teachers was developed in Costa Rica,. El Salvador, Guatemala, Haiti,
and Honduras, In Guatemala, Haiti, and Honduras pre-service train-
ing programs were developed in rural normal schools; and in Costa
Rica and El Salvador in-service training programs were developed.
Training in the United States has been given to a namber of Costa
Ricans, Haitians, Hondurans, and Salvadorans.

A program of rural and agricultural education is now in operation
in Bolivia, Ecuador, and Guatemals. Essentially this is a community
school program directed toward the solution of community problems
of agriculture, heaith, and sanitation. New rural school centers have
" been established, teaching training reorganized, and the curriculum

~ adapted to actual conditions in ;aral communities.

PROCRAMS OF PRIVATE AGENCIES

Private United States agencies, both non-profit and profit, have long
carried out programs contributing to the process of economic develop-
ment in other countries. For mauy years non-profit organizations and
institutions such as religious societies, colleges, and foundations have
contributed to the advancement of health, education, and agrxcnltural
and industrial productlwtv in underdevelopea areas.

Some of the foreign-mission organizations have been providing tech-
nical assistance in virtually every part of the world. At the present
time they are operating hundreds of projects in fields of education,
heaith, and agricultural methods. They have conducted extensive
research and projects designed to increase the output and the standard

- of living in underdeveloped areas. Such undertakings, under the di-
rection of both Protestant and Catholic groups, are in existence in Asia,
Africa, and certain parts of the Western Hemisphere. Certaip Jew-
ish organizations have elaborate training schools throughout Europe
where vocational training is taught Jewish dxsplaced persons and

_ refugees. .

The activities of these organizations range all the way from elemen-
tary education—the teaching of the Three R’s—to operating urniver-

- sifies, hospitals. and agricultural projects. The overseas work of the

Christian Medical Council illustrates the widespread geographical
compass of the activities of some of these organizations. It carries
on medical activities in China, India, Iran, Manchuria, Syria, Iraq,
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Guatemala, Egypt, Liberia, Nigeria, Congo, Colombiz. Palestine, Thai-
land. Java. Formosa, Korea, Japan. and Bruzil. Ir addition to its
activities in the field, this organization also helps to orient doctors and
nurses from abroad in courses of study and hospital residences in the
United States and has the machinery for placing its furloughed mis-
sionaries in appropriate places for graduate study and hospital expe-
rience.

Among the non-sectarian institutions, organizations like the Ameri-
can-Scandinavian Foundation have for 25 vears been carrying on a
program of training foreign nationals through such activities as train-
ing in industry in the United States. During the past two years this
organization has aided more than 500 persons from Scandinavia and
Iceland to pursue industrial and scientific training in the United States.

~ The Rockefeller Foundation has been active on a very wide scale
over the decades in assisting public-health units abroad in research
and control work, particulariy in yellow fever and malaria. Its sup-
port of education has been very substantial and it has had a long main-
tained program of fellowships to visiting experts. It has also played
an important part in restoring and rehabilitating educational institu-
tions in China and in Poland.

The Near East Foundation, operating on a highly restricted budget,
has had experierce in Albania. Bulgaria, Greece, Cyprus. Palestine,
Lebanon, and Turkey. It now has under way successful demonstra-
tions in rural improvement with particular emphasis on agriculture,
home welfare, and sanitation in Lebanon, Syria. and Iran.
~ There are also certain farm organizations in the United States
which are actively engaged in the interchange of persens for agri-
cultural training. During 1948 a project for the interchange of Amer-
ican and European farm youth was successfully undertaken under the
2uspices of farm organizations, including 4-H Clubs, and the Exten-
sion Service of the U. S. Department of Agriculture. This project is
being continued in 1949.

‘The Institute of International Education is another pnvate organ- -
‘ization which helps to make American technical and scientific knowl-
edge available abroad.

Prefit enterprises, partxcularlv the larger corporations, have effec.
tively contributed to economic development in many parts of the
world by exporting along with their capital investment American
know-how in production, and in the installation and maintenance of
industrial equipment. In recent years many of these concerns have
undertaken additional activities, particulariy in the fields of health
and education, aimed at increasing the effectiveness of their local labor
forces and, in the long run, the economic and social well-being of the
countries concerned. Some of these enterprises conduct training
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courses in the United States for foreign employees in sales, mainte-
nance, and supervisory fields. In some instances professional tramning
in engineering and other technical fields is made available. The cumu-
Jative effect of these many activities forms a large and important part
of the total of technical assistance now being provided the underde-
veloped areas.
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| Appendm E——W}:at Coeperanve Assistance
Can Accomplish

It would take several volumes to set forth in detail the concrete
results of the governmental projects which have been enumerated above
and of the many additional ones of a comparable nature undertaken
by private profit and non-profit crganizations. The progress which
has been made as 2 result of these projects as a whole may be appre-
ciated from the verv real accomplishments, in some cases spectacular,
of a few projects. The remarkable characteristic of these projects and
of technical cooperation as 2 whole is the very great value, frequently
_the direct monetary value, of the end result in comparison with the
very small cost of the skilled personnel and special materials required.
-As can be seen from a few examples, the accomphishments of many
technical cooperation projeets may be easily measured in terms of ives .
saved, sick cured, man hours of labor made available, illiterates taught,
- kilowatt-hours generated, experts trained, crops incressed, and so on.
The results of others, such as improved nutrition, over-all health con-
ditions, care of children, gereral level of education, increased garden
products, improved sanitation, better water supply, and so on, are not
so cieariy measurable in specific units but they can be recognized from
general experience as of equally real value.

BASIC SURVEYS

Although many suecessful and valuable pro]ects have been carried
o, parﬁmr}v by private non-profit agencies, to make needed ad-
vanses in individuz? Selds, » broad program of technical assistance and

_copperative development should rest on thorough surveys of the needs
and notentialities of the country requesting assistance, The recent sur- -
vey of Brzzil is illustrative of the kind of basic study which can and
should be made. . .

" In accordance with an agresment between the Governments of Brazil
and the Tnited States, the Joint Brazil-T. 8. Technical Commission
was established in 1948 to prepare a report which would analyze the .
faciors in Brazil which were tending to promote or retard the economic
devslopment of that country. The Commission was to give particular
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attentien is the capacity of Brazil for economic expansion through the
mazimus: wse of its internai resomwes and also to consiGer measures to
encourage ihe flow of private capital to Brazil. "The Commission con-
sisted of Bve Brazilians and thres Americans, together with a number
of advisers and technicigns. The Commission begun its work :n Sep-
tember 1948 and completed its report in February 1949.

-Ajthough the report has been only recently completed. 't has already

_had a namber of subciantiz? results.

One outstanding vesult <f the Commission’s activities has been the
increased recognition by key oficixls of the Government »f Brazil and
by leading business men of Brazil's need sor balanced development
emphasizing agriculture as weil ss industry. The report has &lso-
resulted in a sober appraisal of the concrete possibilities for develop-
ment and the steps necessary to zchieve the objectives. This ineressed
understanding by the Brazilians of their basic problems, togeiher with'

 the additional information the report gives to the 17. 8. Government,
will make 2 sound basis for accomplishment of the Brazilian objectives.

Since the report was published, a number of specific steps have been
taken to implement its recommendations. The following might be
noted : _

1. Tn order to conserve dollar resources aud to balance accounts
the eschange-control authorifies are taking steps to coordinate
“import licensing and exchange permits, and further necessary legis-

lation has been presented to the Brazilian Congress. '
9. Arrangements are being completed which will reduce the back-

log on commercial payments. - . .

3. Preliminary discussions between the two governments have
begun on an investment treaty for the purpose of attracting addi-
tional capital to Brazil. To the same end Brazilian legislation is
being discussed which wiil amplify constitutional provisions as well
as clarify the position of Brazil on treatment of foreign investment.

4. A convention to eliminate the burden of double texation is
under consideration by the two govermments. L

5. As an important measure to enhance ‘financial stability, the

Brazilian administration is pressing for enactment of central bank- -

ing legislation. _

6 To stay within available resources. revised estimates of expend- .
iture under the Brazilian development plan have been submitted to

the Braziliasn Crmgress. ' o

This repménf:s considerable pmgreés in view of the short time sinee
the veport was issued. A longer time will, of course, be required to
achieve concrete results in economic development. '
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AGRICULTURE
Crop Improvement

This is a phase of technical cooperation the results of which may
most easily be measured in improvement in crop production. The
" work of z single U. 8. horticulturist spearheading a cocperative
research effort between institutions, countries, and private coffee
growers is typical of what has beer and can be done in this field.
This man, as 2 member of the agricultural station in Guatemals
. which is cooperatively mansged by the T. S. Department of Agri-
culture and the Ministry of Apriculture in Guatemala, conducted
and directed experiments on increasing coffee yields through seed
selection. Three years of experimental work under commereial con-

ditions at the sgriculture substation coupled with similar data fur- . '

nished from cooperating coffee growers in five different coffee-growing
~ aress in the 1948 crop season have demonstrated that, by planting in
aurseries coffee seed from known high-yielding trees, coffee yields -
- per unit of area doubled or tripled. The monetary value of such -
an increase in yield would pay the salary of this technician and the
local country’s expenses many times over in a single year of production .
Cooperative agricultural experiment stations such as the one in
Guatemala are maintained in 2 number of Latin Amencan countries.
At these stations American technice! experts work side by side with
- local technicians on seil, fertilizer, crop, and pest problems. The

. immense value of their presence to individual farmers and the total

- agricultural production of the country in which they work is typified
by the case of the farmer who came to the San Andres Valley station -
in El Salvador for advice on corn production. The specialist from
the station studied his farm and recommended the use of sodium
nitrate fertilizer. The farmer, following the statlon s advice, reported:
that his corn yield had been tnpled.

New Cmps

Agricultural and industrial production can be greatly benefited by
the introduction of new crops. On one project of this kind the U. S.
Departments of Agriculture and of Commerce have been collaborating
~with an American machinery manufacturer, 2 trade association, the
University of Florida, the Government of Cuba, and private industry
in Cuba to develop kenaf, a fibrous plant, as an effective substitute
for jute fiber in the manufacture of sugar bagging. Kensf can be
. made fully competitive in yield, cost, and strength. Its production
* 1s susceptible to mechanization and therefore can compete with jute

at; the high labor costs of the Western Hemisphere. The kenaf season | S
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dovetails with the sugar season and therefore gives good opportunities
for emplovment during what otherwise would be a3 slack period.
Eenaf fiber has already been produced commercially in El Salvador,
where 1.200 acres will be planted during the current season. In
Cuba some five commercial producers are expected to plant some
1000 acres during 1949. Haiti is expenmenm:b with 250 acres.
The investment of the United Sigtes in this technical-cooperation
program to develop ar agricultural-indusirial product of immense
. value in supporting another great local industry has been limited
to an average rate of effort of only two technicians. Associate tech-

" nicians and all other expenses have been borne b-y the local Letin

American country.

The development of the barbasco plant, from which the insecticide
Totenone is made, is another instance in which technical knowledge has
made possible the development of a valusbie agricuitural industry.
Prior to the war the normal source of rotenone supply was the Far -
East. When it was cat off. Peru, which had had only a few nndred
acres in barbasco before the war, raised its prodaction to & peak of
30,000 acres and 12,000 pounds in 1946, one-fourth more than the total
world production before the war. A young Peruvian chemist working
with the agriculturz] experiment station operated cooperatively by the
Government of Peru and the U. S. Department of Agricalture has
developed a new product from the barbasco plant which, because of its
superior gualities, may replace the rotenone powder comumonly used -
today. Two American companies have indicated interest in supplying
pilot plant facilities for further mvesmmtmn of the pmentmhtles
of this product.

New Uses for Crops

New uses for waste from agricultural products are a valuable net
gain to agriculture. Joint work between the U. 8. and Salvadoran
sgricuitural technicians at the Cooperative Experiment Station in
El Salvador has made such a gain through the development of a corn-
‘substitute cattle feed (for milk production) from the waste pulp of
the coffee besn. This discovery is important to the economy of the
coffee-producing countries of the Americas and internationally note-
worthy in view of the shortage of corn and other feed grain in many
countries. If full advantage were taken of this development by con-
verting all available coffee pulp of the coffee-producing territories of
the Western Hemisphere into feed, it would have the approximate
- equivalent of the total feed value of 34,000,000 bushels of corn. '
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Control of Plant Ibiseases and Pests

Agricultural production in underdeveloped countries is ofter

plagued by plant disesses and insect hordes.. Many projects have

demonstrated that a few men, often only one, with modern knowledge

" and small quantities of modern equipment and materials can save

thoussnds or even millions of dollars in value of agricultural produc-
tion in & brief period.

Tomato growing is anr important enterprise in the Bekas Valley,
sbout half way between Beirut and Damascus in Lebaron. A serious
disease has in recent years ravaged this crop, resulting in the loss of
thousands of dollars to the pessants and small farmers. No one was
able to find the cause. About a year ago, however, workers at the very
soaail experiment station operated by the Near East Foundation
identificd the pest responsible for the destraction. It was then possible
to work out effective control measures. This information was dis-
seminated through the extension program, also run by the Foundation,

-and has resulted in the saving of this important crop and in great
economic benafit to a large number of farmers. '

When the citrus industry in Brazil was threatened by the tristeza -
disease, the Bureau of Plant Industry, Soils, and Agricultural Engi-
neering of the U. S. Department of Agriculture sent & man to Brazil
to join in a cooperative effort with the Brazilian Government to study
the disease and determine its cause. It was found that the disease was
caused by 2 virus, and its vector was discovered. This project, which
cost only about $30,600 over a two-and-one-half-year period, helped to
snlvagetheenﬁmcitmsindustryofBraZiIbypmvingthatallsweet-
oranges propagated on sour orange stocks were dying due to this virus
disease. The second step of the program, finding stocks resistant to
the disease, still remains to be completed.

In s similar case in Ecuador, production of the cocoa bean had been
declining becsuse of a disease which in 20 years had reduced orodue-
tion approximately 75 percent. In Ecuador, cocoa production affects
employment, Government revenue, and many other economic and

social conditions. In addition to the hardship caused Ecuadorans by -

the decline of this ¢rop, chocolate manufacturers began to experience
increased difficulty in obtaiving adequate supplies of Fcuadoran cocoa -
beans. By agreement between the U. S. Department of Agriculture -
and the Ecuadoran Minister of Agriculture, 2 joint experiment station
was set up, the United States supplying the technical experts and
Ecuador the land, buildings, and local staff. Within only two years, -

this experiment station had developed two specific insecticides and .

fungicides for treating the disease.
A member of the University of California staff was recently sent
on a seven-month tour of seven Latin American countries under a
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State Department grant and sponsored by the Office of Foreign Agn
cultural Relations, to lecture and consult on U. S. developments in
chemical methods of weed control. In Chile, using parts and chemi-
cals from the United States, he helped build the first spray equipment
for weed control in South America. The local chemical snd ma-
chinery manufacturers and imporiers became interested in producing
and importing herbicides and essential spray equipment and com-
ponents. In addition to the improvements in weed control which
bave already started, one result of the visit has beer 2 movement to
reduce import duties or certain herbicides to reduce costs to users and
encourage widespread use. :

Livestock Improvement

The Brethren Service Committee, the Near East Foundstion, and
other private agencies have technical livestock-improvement programs
in Greece, Italy, Japan, Austria, and other countries. In these proj-
ects they have supplied six or eight pure-bred bulls, which, through
artificial insemination, have been able to bring about widespread im-
provement in the dairy stock of the countries. In the project in
Greece, the initial contribution of six pure-bred brown Swiss bulls

~made it possible to breed approximateiy 3,000 new cattle in 1945-46,
the first year. At present there have been over 25,000 bteed.mgs and

15,000 superior offspring.
FISHERIES

In many countries fish form an important part of the diet and in
some instances an important export product. The Fish and Wildlife
Service of the Department of Interior has had a fishery mission of
one expert and one secretary-interpreter in Mexico since 1941, working
closely with the Mexican Directorate General of Fisheries and Allied
Industries. During this period the production of fishery products in
Mexico has risen from 110 million pounds in 1941 to 260 million
pounds in 1947 and the value of the preducis has increased from:
$5,600,000 to $33,000,000. ¥t cannot be claimed that all of this in-
crease can be attributed to activities of the mission since many factors
have combined to bring it about. There is, however, good reason to
believe that this very small mission had an important contribution
to Taeke to the substantial rise in volume and value of fish production.

MEDICINE

The most, dramatic results from the employment of a very small
number of skilled men and very small quantities of scientifically
designed materials have been achieved in the field of medicine. In
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many areas of the worid one trained public-heaith doctor or a group
of two or three working with Iocal people able to follow their gaidance
have been sble to rout some of man’s oldest and deadliest enemies.

Malaria and Cholera

Becent years have furnished noteworthy ezamples of threatening
catastrophes of epidemic diseasss be.‘ug averted by collaboration .
between foreign technical experts and local administrations. Most
significant among thase and typical of the work which has been done
in many aress are the postwar anti-malaria campaigns.in Grewe,
Sicily, and Sardinia; control of the cholera epidemic in Egypt in
1947; and emdmatzon of the severe mslaria epidemics in the Upper
Nile Vallev in 1944 and iz Northern Brazil in 1938-39.

Brazil. The Istter outbresks of malaris of a malignant form were
due to the extension of Anopkeles gambize from its home in the A frican
tropical belt. ‘This mosquito was introduced from Africa to Natal in
Brazil in 1930, probably by airplane, and started a campaign of de-
struction that ultimately covered an ares of 12,000 square miles and
brought death and crippling illness to this entire ares. With the .
technical assistance of the Rockefeller Foundation this mosquito has
- again been entirely eradicated from Brazil. The annual budget for
this purpose rose to $900,000 from the Brazilian Government and
$220,000 from the Rockefeller Foundation in 1940. The epidemic
came to a peak in 1937-39 and 114,000 persons were treated for the dis-

- ease during the latter year. Control of the mosquito brought the
country back to normal in a period of 2 years, and ro more gambise
have been found in Brazil.

Egypt. In 1942 the gambiae started another invasion, tlus tithe
. northward through the Nile Valley, throngh Egypt, pushing its attack

within 200 miles of Cairo. The worst epidemic in the history of
Egypt followed. In some areas as many as 30 percent of the people
were critically ill at one time. The blood tests for malaria taken in
2 number of villages showed an average of 715 percent infected.
The health authorities estimated that approximately 135 4000 people
died from malaria in this area in 1242 and 1943. _

RBeports from only one plantation consisting of approximately

: %mﬂm&aﬁedthatthemnmrylominthose2ym'map-
proximately $600,000 which, among other things, represented a loss
of one-half of the whest crop and one-third of the sugar.

The Egyptian Government asked for help from the Rockefeller
Foundation and four American malaria experts were sent at once.
These men organized and directed with local labor a control program

. in 1944, By February 1945, the gambize had completely disappeared
* from the infested area. Caveful search since that time has failed to
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discover any of this species. Egypt is again free from malaria. The
disease never reached Lower Egypt, which was thus protected from
perhaps even greater calamity than that which had befallen Upper
Egypt.
Freece. 'The most striking example of betterment of the health of a
* whole country at a single stroke is furnished by the medical history
of postwar Greece. As far as records go back Greece has been one of
the most heavily infested malaria aress of the world. It may be said
that malaria was a primary cause of the very low economic standard.
In 1946 Uxmrs introduced the new method of imslaria control with
- DDT spraying from planes and residual spraying of all houses and
stables. Draining and filling of swamps. screening of houses snd lar-
vaciding with Paris green and various oils were slso emploved. That
year alone 300,000 acres of mosquito breeding water surface were
treated and 300,000 houses and stables were spraved. While in 1942
there were at least 2 million maiaria cases in Greece, there were only
about 50,000 iast year. Incidentally, the widespread sand-fiy fever.
transmitted by the Phleboiomus papatasii. was greatiy reduced by
the same operation and reduction of many other disesses followed.
This work was subsequently carried on by the Economic Coopera-
tion Administration Mission with U. 8. Public Health Service .
personnel, in collaboration with the World Heslth Organization and
the Nationa! Greek Health Administration. It is estimated that from
30 million to 60 miliion man work days a year have been saved Ly this
operation. This would be equivalent to the adding of 100,000 to
200,000 workers a year without the addition of more mouths to be fed.

The outcome of such joint international cperations as those in
Greece and Egypt, snd later on in Sardinia, indicates the possibility of
ersdicating certain epidemic diseases in whole countries and thereby
not merely giving valuable aid to the economic rehabilitation of these.
countries, but also greatly adding to the protection against such dis-
eases of ali other countries. It is on this reasoning that the epidemic
program of the World Health Organization is based.

Haiti. The heslth and sanitation program of the Institute of Inter- -
American Affairs in Haiti undertook a large scale project for the con- -
trol of malaria and mosquitoes on the Leogane Peninsula. This proj-
ect involved the extersive rchabilitation of the system of drairage
ditches developed by the French engineers during the colonial days
of the Republic. The detericration of these ditches had resulted in the
population being forced to move away from the unhesithy peninsula.
With the completion of the new drainage project, there were reclaimed
some 10,000 acres of fertile land, badly needed to support the popula-
tion of Haiti. The completion of the project resulted in the resettle- -
ment, of the peninsula and in an increase in the value of xtslan{isfmm :

a total of about $40,000 to 2 total of about $700,000.
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Venezuela. The Institute of Inter- American A ffairs has carried out
3 comparable malaria control program in Venezuela with equally out-
standing effect. Before 1942 the people of the city of Maracay, the
fifth Iargest city of Venezuela with a population of about 33,000 per-
sons, and the people of the surrounding countryside were plagued by

-malaria. Ip 1943 the incidence of malaria was 22 percent. After the
elimination of anopheline breeding places it dropped in 1947 to less
than I percent. An agricultural college is now being built and pasture
lands have been cleared in an srea previously too unhealthy for eco-
nomic use.

Peru. A comparable program in Chimbote, Peru, reduced the in-
cidence of maiaria in four years from 25 percent to cnly 2 percent.
This town has the finest harbor o the Peruvian coast, with coal mines
and iron ores not far awsy. The economic possibilities inherent in this
situation could not be reslized before 1943 becanse the conditions of
beslth were such as to weaken the native population ard deter im- -
migration. From 192 to 1947, however, the population of Chim-
bote incressed from 5.000 to 10000 and an opportunity for ecoromic
development under healthful conditions which had not previcusly
existed became possibie.

Cholera

the last 10 years, the sanitary organization of the Sunez -
Canal has been the bulwark of Europe against introduction of cholera
from Asia. Egypt itself had been free from cholera since 1902. In
September 1947, cholera appeared in the Delta Province of Sharqgia in
Lower Egypt, prcbably introduced by refugees from India. The
disease spresd rapidly and the World Health Organization was called
on for help. Vaccines were flown in from New York and cholera
experts were provided from varicus countries. In spite of its violence
the epidemic was brought under control within little over a month.
‘The last cases were reported in December. There has been no cholera
since then in Egypt. So long as the epidemic lasted it disorganized

transportation and the ecoromic life of Lower Egypt. It was thus

of vital importance that it should be liquidated as soon as possibie.
‘There were 10277 deaths from cholera in this epidemic. During the
previous epidemic, that of 1902, there were 34,595 deaths from cholera
. in Egypt. Not only had thousands of lives been saved in Egypt by -
. international collaboration but all of Europe had been protected
‘against this dreaded disease.

Typhus : .
" An example of the prompt control of typhus epidemics is furnished
br the demonstration at Naples in 1943. Previous to the war there
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was no louse-borne t¥phus in Italy, but it was introduced from North
Africa shortly after the occupation. From Qctober 1943. it began
to spread to Naples and by January there were over 50 cases a day.
The new technigue developed in Algeria by the Rockefeller Founda-
tion for applying DDT was put to use. In the course of a few weeks.
1.300,000 persons were dusted and by the end of March the epidemic
was stamped out. During World War I. txphas presented one of the
most serious epidemic problems.

Smallpox

More gradual control through vaccination was the solution to the
smallpox problem. In Western. Central. and Southern Europe there
were about 50.000 smallpox cases in 1919, At the height of World
War I1. 19432, there were only 9 smallpox cases in that whole area. The
elimination of typhus and smallpox has certainly been one of the
factors in contributing to a more rapid economic recovery in Europe.

Beriberi

Success also attended a joint enterprise between the Department of
Health of the Philippine Republic and the U. 8. Public Health Service.
for the reduction of beriberi in rhe Philippines. - Beriberi, which is a
disease of a nutritional origin. is one of the most important causes of
death in the Isiands. Artificially enriched rice was fed to 68,000
people in Bataan Province and the deaths from beriberi were reduced
to one haif in the course of a vear.

Ymos

Yaws is a spirochete disease causing great lesions on the skin which
are paiuful and incapacitating. Haiti is one of the several aress in
the wotld in which there is widespread suffering from this disease.
In Haiti it is estimated that it affects about 80 percent of the rural
population. most of whom are then unable to work effectually. In
Haiti ten clinics have been set up in cooperation between the Institute
of Inter-American Affairs and the local government. These clinics
have been treating an average of from 35.000 to 53,000 persons per
month, depending upon the season. To date it has been estimated that .
~ at least 100,000 persons have been cured by rather simple treatment
~ and thus enabled to return to work. It is estimated that this single

- program has been able to increase the national preduction of Haiti .
by five million dollars annually.

Hookworm

Hookworm has had a serions debiliiating effect on the communities
of many areas. The great work dore in the southern states of the
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United States in the elimination or sharp reduction of hockworm has
considerably increased the economic potential of the people. A simi-
lar effort to free people from the weakening effect of intestinal para-
sites has been carried cut by the Institute of Inter-American Affairs
in the agricuitural colony of Tingo Maria. Peru. on the Amuazonian
watershed. There the tropical temperzture and heavy rainfall are
ideal for the cultivation of manicc. cocoa. tea, rice. yucea. papsya. pine-
apple and citrus fruits. and of rubber. cinchona and barbasco. In 143
a Cooperative Health Service Survey of all school children in the
colony showed that 99 percent were infected with hookworm ama/or
with parasites other than hookworm. The Ceoperative Health Service
conducted a sanitation campaizn and recent examinations have shown
that the percentage of school children infected with intestinal parasites

“has declined in only four years from 99 percent to 53 percent. Infec-
tions of the ascaris and trichocephalus have dropped from 67 percent
to 5 percent. The incidence of malaria in the same area has dropped
from 17 percent to less than % percent.

A singularly remarkable achievement was raade by one doctor work-
ing under a project of the American Friends Service Committee in
curing people affected by Kala-azar. a disease common in lurge areas

~ of North China. At any given time the number of sufferers has been

‘an estimated 500.000 to one million. ninety-five percent of whom die
unless treated. Approximately 75 percent of the victims are children
under 12. The disease is spread by a small sand fiy. Kala-azar some-
times tzkes several vears to run its course and is extremely painful.
‘Freatment of the disease is remarkably easy, consisting of a series of
injections of antimony compounds over a period of ten days or two
weeks. Ninety-five percent of the people so treated recover and are
henceforth immune. Since 1946 the Friends Service unit has been
attacking this disease with mobile teams. One doctor has been able
10 supervise the project which has used the simplest equipment and
relatively inexpensive drugs, although disturbed conditions in the
region have made a thorough clean-up of the z2rea impossible.
Approximately 15.000 lives have been saved to date and great suffer-
tng has been prevented. From the purely economic point of view it is
important that these people have been assisted to support themselves.

Maternal and Child Health

The Children’s Bureau of the Social Security Administration in the
United States Federal Security Agency has carried on a series of
projects in maternal and child health services in 2 number of Latin
American countries. These projects attack basic problems and their
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full resaits carnot be fully measured for some time to come. How-

ever, one project carried out in the northern states of Mexico by a
single nurse-midwife from the Children’s Bureau has had results typi-
cal of the accomplishmerts of programs of this kind. This single
norse-midwife gave three-month institutes for untrained midwives
in areas where maternal and infent mortality rates were high. The
Maternal and Child Hesith Director of Nuevo. Laredo, State of
Tamaulipas, has reported that infant mortality rates in Nuevo Laredo
dropped from 23 per thousand in 1946 to 112 per thousand in 1948 and
attributed this result to the better training, supervision. and coopera- -
tion of the midwives who had taken these short courses. '

WATER SUPPLY AND SEWERS

. ‘Health and general productivity are closely affected by good water
supply and sanitary sewsage disposal. Two or three examples wiil
show the great benefits which ean be derived from a comparatively
small investment of technical skall. :
Cistern Filters
In some of the rural areas of Iran, where there is little rainfall;
villages store water in cisterns called “umbars.” This water comes
from irrigation ditches and is highly contaminated and quickly be-
comes even more dangerous in storage. ‘The director of the Near East
Foundstions project in rural Iran concluded that a simple, inexpensive.
filter constructed with local materials and locnted adjacent to the um-
bar intake might correct or greatly improve this situation. An
experimental filter was constructed and proved o be highly effective.
There were immediate calls for similar filiers from ail the ‘surround-
ing villages and this simple and inexpensive device has been con- -
structed cooperatively to be used in preventing the spread of water-
borne diseases smong many peopie. ' . '
Public Water Systems : .
" Bra=il. A basically similar though much more ambitious program
has been conducted by the Institute of Inter-American Affairs in the
Amszon Valley of Brazil. When the cooperative health and sanitation -
p was initiated there, only two cities in an aves two-thirds the
size of the United States had an adeguate and safe public water supply
The incidence of typhoid fever znd cther water-borne dis-
eases was extremely high, as was the infant mortality rate and intesti~

nal parasite infection rate. One of the most important parts of the .
engineering and ssnitation phase of the work has been construction of

safe public water sapplies in the smaller cemmunities, ranging in’
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size from 30¢ to 10000 inhabitants. The resalts in Amores, a town

of 5,000, are typical of what has been accomplished. There, from 20

to 30 cases of typhoid fever occurred every year. many of which re-

sulted in death. But not 2 single case occurred in the year following

* the estabiishment of 2 small and economical public water system under
the Institute’s program.

- Mezico. Tn Mexico, President Miguel Aleman on October 13, 1948,
participated in the simultaneous inauguration of new water cupplv
and storage systems in nine towns in Mexico. These systems were
constructed under the auspices of the health and sanitsiion program
of the Institute of Inter-American Affairs. During the ceremony the

Minister of Hydroelectric Resources in a nationwide radie brosdeast
stated, “Water supplies and storage services in our cities sre very
important when we consider that 22 percent of the geueral mostality
rate is caused by waterborne diseases. In 1940 less than 1 percunt
of the cities and towns in Mexico had water sapply svstems and only
5 of these cities and towns had reslly potsble water. The systeras
erected at this time will supply safe water to 110,000 people.® Under
the health and sanitation program of the I1aa a total of 30 waier sup-

. ply and storage projects have been completed to date in Mexico and
32 others are now under construction. The effects of these projecis
on increasing the economic potential of the people of this large aves
AT eNOrmOous. N ' .

Chile. The deep appreciation of the people who have besn helpesd
b}? such projects is illustrated by the demonstration which ocenyred
in the northern sector of Santmgo Chile, upon the near completion
of & sewerage system that has been izstalled there. This work, which _
has been commended by the American Ambassador as rendering serv-
ice to the mass of the pecple as nothing else has, was undertaken as
a cooperative effort by the Institute of Inter-American Affairs with
the Departmento Cooperativo Inter-Americano Chras Salubridad.
The completed cost of this work is 60 million pesos, more than half
of which wes furnished by the Chilean Government. Tt is of tre-
mendous importance to 200,000 people who have hitherio besn without
adequate sanitation. Not aniy will the system redeem a great region
for indusirial purposes. for which it is weil adapted, but it will also
redeem 40.000 hectares of ground for the creation of gardens and the

“raising of vegetables that have hitherto been worthiess because of the
contamination of the irrigation water. The people of ‘the section
without so much as consulting the Embassy or their own Government
agency arranged for a popular demonstration on the completion of
the work. They raised a stone monument with a marble inset, setting
forth their debt to the United States and hearing the names of the
Presidents of the Tnited States and of Chile and of the American~
Ambassador in Chile. A large and demonstrative crowd beld an im-

-
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- pressive ceremony at whick military bands furnished music. a large
choir of Chileans ssng the Star Spangied Banner in perfect English,
speeches were made by the head of the civil organization of the com-
munity. by the spokesman of the President of the Republic. by the
Minister of Heaith. by an officer of the Chilean Army. and by the
Ambassador. The sole theme of all the Chilean speakers was the
benefit conferred by the United States. to which the warmest homage
was paid,

~This section of the cirs of Santiago is largely populated by workers
who have sufferad in the past from negiect and have been looked
upon by the Communists as offering them the opportunity for effec-
tive propaganda against the democratic institutions of Chile and the
United States. In this program. however. these people have seen and
have shown that they understand and appreciate a clear demonstration
of the streugth and practical value to them of the benefits obtamab‘e
by democratic nations working in cooperation.

‘ IRRICATION AND RECLAMATION
Wells, Iran

The same Nesr East Foundation piroject in Iran which developed
‘the filters for the umbars shortly discovered that the economic level to
which the life and even the standards of education in rural Iran could
rise depended upon the amount of avilable water. Careful study ¢€
the topography and the soil structure convinced the Foundation’s di-
rector that an ample supply of water was to be found beneath the sur.
face of this area. When experts confirmed this epinion au ~xperi- -
mentz] well was drilled. A flow of 20,000 gallons of water per hour
~ wasstruck. This water pow flows over the Isimi through an irrigation
_ system. So va_luahle was this commodity that the villagers repaid the
forndation for the cost of the well, and with this mouey and certain
additional funds another and larger well is now being driiled at a

laxger, :aem-hy villzge.
Frrigetion. Dams, (.eyénn

~ The Bureax of Reclamation of the U. 5. Department of ine Interior
aided the Governmant of Ceylon by arranging for technical advice to
its construction engineer on a large dam whieh was necessary for the
success of 2 $20 million project to irrigate 120,000 acres. Without the
technical assistance necessary to make this project a reality, the whole
scheme of development of Ceylon wouid be jeopardized. With this
adwvice it was possible to go ahezd with the successful completion of
-the project. In two to four vears hence, when there is brought into
b&anng the e"reat acresge which this dara will now make it possxb!e 0

-
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irrigate, Ceylon will be akle to provide food for one-half million addi-
tional persons and will be 10 percent further along the road to agricul-
tural self-sufficiency !

Recinmmwu Work

The Bureau of Reclamation has trained many foreign engineers in
this country and has aided in other foreign missions in adXition to
that in Ceylon. Some measure of the sigiificance of this work may be
shown by Jetters received by the Bureau. The government of Thailand
kas written “through the thirty engineers it had helped to train, the
Bureau has contributed in a great measure toward progress in the es-
senilal recoustruction of Thailand™ A letter from India shows that
an Indisn engineér trained by the Burean was upos: his return heme
immediately put in charge of two projecis totaling $40.000.000. The
letter says. “After coming from America, I have been instramental in
opening a Technical Club here on the lines of the Technical Club of the
Bureau of Reclamation, Denver. to exchange information on matters
of science and engineering. - Thus, slowly Arerican ideas will be intro-
duced in our department.”

Reconstruction, Italy

Tke work of the American Friends Commistee in Ttaly. sssisting
“the local people to rebuiid their homes in the dev:mated areas of the
Gustav and Gothic battle lines, is representative of work done by a
nuszber of organizations in helping local people pmvide thiemselves
with homes. The villages snd towns in this ares in Italy were 60 to
95 percen: destroyed. The problem of rebuilding seemed insurmount-
able to the town:;peszpie. They were living ameng the debris and in-

camps amid appalling conditicas. Asin many other areas where hous-
ing condiiions were poor, they were apathetic and had no heart for
work. Many of these towns. however. had communal forests, while
-+ the larzer centers of trace and manufactare had Iime and brick kilns
. Iying idle for lask of fuel. The Cuaker group organized the rursl vil-

Jagess to cut the wood in their forests for fuel. This wood they conld
harter for bricks and Eme from the towns. The Quaker representa-
tives presénted the plar and supplied the necessary transport. begin-
ning with enly three rrucks.  Fuel was bauled from the village forest
“to the kiln and the retura trip hrought back the products of the kiln.
The rillagers srganized themselv:z for the purpose of cleaning up and
. sorting out the useful debris and seeing that sufficient fuel was trucked

" to keep the kilns in operation. Anotber function of the village organi-
 zation wis to stabilize the bartering system. In the first year of the
L pmgmm 300 houses wers bult or repaired. accommoéatmg 1.000
people. The next year. with an ezpanded organization consisting of

159




§ wnits made up of only 31 men and women, aside from local personnel.
plus 390 vehicles, 21,000 room units were completed, sufficient to house
35,000 people.

- 'This process of rebuilding is still going on under the auspices of a
semi-official Italian Government agency whose motto is *to help people
help themselves.™

SPECIALIZED INDUSTRIAL TECHNIQUES

There have, of course, been numberless instances of technical assist-
ance furnished by industrial organizations of the more advanced coun-
tries in which they are interested in the underdeveloped coumntry.
Projects of this kind make the most direct contribution to economic

advance in specific industries. Contributions tc the geperal advance -
-of industry in the underdeveloped countries have been made by a - -
number of private and public agencies. The program of the Bureau

of Standards of the U. S. Department of Commerce and the results
which it has achieved are typical of this kind of zetivity. Last vear

. some 665 individuols from other countries came to the United States
- to-observe and learn the specialized techniques of the Bureau. These
observers were scientific experts, industrial eagineers, chiefs of re--
search bureaus, government officials, and private persons. Their flelds
of interests covered such matters as hydroelectric heat and power, rub- - -
ber, electronics, textiles, aeronautical instruments. building maten*tls.- :
metailurgy, mdustnal research, phvsms. and radio. :

MINING AND METALLURGY _

Manganese, Brasil

The exploration and development of manganese deposits of Brazil
by a geologist from the U. 8. Geological Survey is typical of a great
many such productive projects undertaken on a cooperative basls with -
the governments of underdeveloped countries. - This geologist, work-
ing in cooperation with government geologists in Brazil. mapped the .
Urncum manganese &eposit near Corumbi on the Paraguay River
and estimated an ore reserve of 17 million tons of 46 percent man-
ganese. In another case two geoclogists from the T. 5. Geological
Survey, working with Brazilian geologists. made a reconnaissance.
study of the newly discovered manganese deposit in Amapa near
the mouth of the Amazon and estimaied an ore reserve of 734 million -
tons of 48 percent manganese. These two deposits have ore reserves
of very great importance. Their potential valuve is tremendous, vet
their exisience has beeyn established and their development made pos-
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sible by the investment of a comparatively trivial sum in the technical
ability of only three skilled geologists from the United States.

 Ore Extraction, Mexico

Recent work in the field of metaliurgy research under the techmical
cooperation program in Mexico during the current fiscal year has
already demonstrated impressive potentialities in the recovery of
antimony, lead, and manganese from ore concentrates. . Although in-

-vestigations are in an early stage, it seems possible that a considerable

"+ increase may be made in the recovery of these materials hitherto lost

‘w.‘.,.

- on the dumps. The assistance of this technical cooperation program,

directed as it is toward the relief of small mine operators. will enable

. their economic survival, now dependeat upon the solution of cerfain
‘techrical difficulties involved in the commercial recovery of metals.

R LABOR
Industrial Troining o
The programs carried on by private organizations and by the Office |
of International Labor Affairs of the United States Department of
Labor in training skilled industrial workers of underdeveloped coun-
tries have had substantial direct benefits in improving the industrial
production of such countries. The report of a single industrial trainee

. under the Department of Labor program is typical of the great many

who have been trained by private and public organizations. Thisman
wrote that immediately upon his retarn to Sio Paulo he started work

. with Brazilian indnstries. During his two-year training period in the

United States he said he got a thorough knowledge of milling, grind-
* ing, cutter-sharpening and die-sinking machines and is capsable of -

demonstrating and servicing such machines sold in Brazil. By using
his experience and knowledge acquired during his training in the
United States he is able to help solve some of the problems of industries
in Brazil. His aim, and that of his associates, he reports, is to instruct -
industry in Brazil as much as possible in the production methods
emploved by the American industries. :

. Indwstrial Safety

In the field of industrial sufety, important to rapid progress in the |

increase of industrial production, a single American industrial safety

specialist sent for three months from the Department of Labor to

serve as safety consnltant and adviser at the Banco de Seguros del
Estado, Montevideo, Uruguey, made such an important contribu-
tion that he was asked by the Banco to return for an additional
three months entirely under its auspices, He conducted a series of -

161




lectures at the Banco and served as consultant to various other
national agencies, including the National Electric Plant, the XNa-
tional Port Authority. and Nationzl Adminisiration of Combustibles.
Aleohol and Portland Cemen:. He was instrumental in arranging
for the introduction into Santiago of literature on industrial safety
and cooperated in setting up metheds for the diffusion of informa-
tion on industrial safety practices. These activities received wide
press publicity during his stay, and his lectures at the Banco were
printed in the newspapers of the Uruguayan capital. Various Ure-
guayan industrial plants that adopted safety messures suggested by
him have informed him that their industrial output quickly showed
the effect of the more efficient practices introduced. The manager of
the Banco has stated that the visit of this specialist was the most im-
portant event in decades in the history of the economic developmem:
of Truguay. R

Increasing Producticity -

~One important aspect of economic development is the achievement
of increased productivity. Experts from the Department of Labor

~ have recentiy gone 16 France with the Eca Mission and worked with -

. representatives of the French Gevernment, management and lsbor,
and have brought about what they feel 1s & valuable new spproach
on the part of the French to the problems of increasing productivity.

~ Their discussions led to the recommendation that 2 National Center for -
Productivity be established to mzke available the most modern methods
and techniques of increasing productivity. The importance of this
contribution to the recovery of France in the heart of the European
Recovery Program is obvious. It canbe expanded in a similar way to
many other countries.

- Enowing America

" An incidental, but extremely valuable return on the small invest-
ment in industrial training programs has been the conviction which
has been instilled or developed in the minds of foreign trainees as to
the strength and lasting power of the American way of life. One Ger-
man trade-anion leader recently in the United States said that he did
not speak a word of English and everything he knew about the United
States he saw with his own eyes. He said that he and his friends had
seen pictures of American factories with large fields of automobiles
along side. They had been told by the Russians that these were fabri-
cated pictures—that they were not true, but while they were in the
United Stetes they had seen such factories themselves.

The importance of this type of impression on industrial laborers
cannot be exaggerated. since Communist propaganda is concentrated
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primarily on this group. which holds cne key to production and
economic development.

. TRANSPORTATION
Roads
Colombia. Several yvears ago the Government of Colombia, ap-
preciating the fundamental importance of adequate rvads to its eco-
nomic develcpment. undertook an ambitious construction program.
In order that its program might be carried out with the greatest
economy and =ffectiveness Colombia wisked to have a thorough survey
made and a long range blueprint prepared. It requested the coopers-
tion of the Tnited States, and an expert from the Public Roads Ad-
ministration went to Colombia and spent some six months ‘making &
‘comprehensive study of population trends. potential economic growth,
and other factors relevant to highway plapning. He then laid out s
plan for 2 network of mair and feeder roads to meet the developing
‘needs of the couniry. Colombiz has since largely followed this plan in
its highway construction. -
Bolivia. The altiplano—high plateau—is important in the economic
life of Bolivia. "It is unable, however, to produce the food needed by
its population or the fuel oil required for their mining and other
industrial activities. It hss been necessary in the past for Bolivia
to import food and fuel oil, at considersble expense in foreign ex-
change. Yet it would be pessible for Bolivia to meet these needs
from its own agricultural and petroleum resources in the upper Ams-
zon valley if the valley and the platesu were connected by adeguate
transportation facilities. Recognizing this, Bolivia asked for U. 8.
technical assistante, and in 1942 an engineer of the Public Roads
Administration went to Boliviz to supervise the surveying of a 500
kilometer road from Santa Cruz to Cochabamba. With only three or
four U. S. assistants and a large group of local engineers and
‘other techmmns-—-—mcludmg 2 few European displaced persons—
this engineer directed the work of laying out the road in the
most ecopomical manner over difficult terrain. A fourth of this road,
which will make a fundamental contribution to the economy of Bo-
- livia, has already been built and negotiations are now nnder way to
finance its completxon- '

Cioi!Aeifation,Pm _

In the field of trans;)ortatmn the work done by the Civil Aero-
rautics Administration of the Department of Commerce in coopera
tion with Peru in fiscal year 1949 is illustrative of a number of proj-
ectsin this field. Air transportation over the mountainous and jungle
aress of the interior of Peru is of great importance in the economic




development of this country. as it is in many underdeveloped coun-
tries where road and railroad transportation facilities are nos well
advanced. The Civil Aviation Mission to Peru assisted in the sc-
quisition and operation of an aeronautical communication system. the
installation of new stations and new equipment, the installation of
equipment essential for safety, the improvement of maintenance and
operation techniques, the planning of additional facilities for long-
distance international communications and navigation, the installs-
tion of meteorological services, and the planining for and installation
. of new and improved air-navigation facifities. It studied a total
of 50 air fields and assisted in improving, relocating, constructing and
reconstructing 19 airports, which represent the airport construction
program necessary to meet Peruvian need of international and do-
mestic aviation as recommended by the International Civil Amatlon

Organization.
EJ)UCATION

Assistance in basic education, which is an important element in
economic development. and in preparing local teachers to provide basic
education has been one of the major endeavors of public and private
agencies attempting to improve living conditions in underdeveloped
- countries. The accomplishients of the Yustitute of Inter-American
Aflairs in several different but related educational projects in Latin
American conntries are typical of what has been and can be ac-
complished in this field.

TYeaching Materials, Guatemala

~ One of the many phases of the cooperative programs of the Ixaa
with Latin American countries in rural education deals with the de-
velopment of teaching materials, and training teachers in their use.
Almost no teaching materials and teaching aids had been used by
.elementary school teachers in Latin Ameries prior to the ecoperative
program. The system of instruction was dictation by the teacher of
the lesson material for the day and copying of this dictation by the
pupils in their notebooks for later memorization. The teaching of
resding, even when a few readers were available, was by the unpm-
ductive syllable method.

As part of the reorientation of teaching methods the IIAA has
stressed the use and importance of texts and other materials. placed
in the hands of the pupils for study. In Guatemala. a group of teach-
ers from Guatemala, El Salvador, Honduras, and Costa Rica was called
together to receive training not only in the use of texts, but in their
proper preparation. In collsboration with a well-known North
American anthor of mdmg materials for children and an expenenoe&
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North American iflustrator, a complete graduated series of attractive
readers for grades one an two, and workbooks for grades three snd
four. was produced, together with flash cards. reading charts, and a
teacher’s guide. The text and illustrations deal with familiar scenes
of rural life. and they also illustrate painlessly certain principles of
health, agriculture, and citizenship which the pupils learn in other
“courses”. The vocabulary used was very carefully selected in accord-
ance with current use, and is mtroduced inte the readers at a rate de-
texmined as eduuﬁonaliy sound.

Tried cut in demonstration schools, these readers are in process of
being introduced into the schools of Guatemals. They have also been
tried out and demoustrated at a workshop in Quito, Ecuador, partici-
psted in by educators of Ecuador, Bolivia and Peru, who are now
working out adaptations of the series for use in their respective coun-
tries, Experience thus far indicates that the method and content pre-
sented in these materials result in an active stimulstion of interest in -
learning to read, and that they speed up the learning process im-
measurably, as compared with the former methods used. .

The Cooperative Education Programs in Latin Americe are bilat-

eral, designed to work out, by collaboration of American specialists

and those in individual Latin American countries, the reorientation of

_ certain phases of national education systems, with adsptation to those -
" systems of such North American methods and practices as are clearly

adaptable and useful. As the separate programs have developed,
however, certain problems of common concern to several conntries have
emerged. Mainly as the resul¢ of consultation among the representa-
tives of the Ixaa in the several countries regarding solutions of these

problems, the officials and educators of the Latin American countries
themselves have become interested in exchanging information and
ideas. As an example of this collaboration, Peru, Bolivia, and Ecua-

dor have set up among themselves 2 kind of cooperative program in
rural education, closely tied to the bilateral programs each has with
the United States. ¥Educators and officials from all four countries
‘have come together for workshops and conferences in Santiago de
Havats, Boliviz, in Puno, Peru, and ir Qnuito, Ecuador. This ex- -
ample of multilateral cooperation has now been linked with the ex-
- ample given above of the creation, through collaborative effort, of a
. geries of resders for the children of Central America, since, as men-
- tioned above, these readers were recently inroduced into a workshop -
" for training of demonstration teachers held in Quito, which was at-
tended slso by educators from Bolivia and Perw. The Quito work:'
. shop, in turn, has strongly recommended that other such meetings
" beheld regularly, preferably with the inclusion of teachers from other
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areas of Latin America. under sponsorship of the Cooperative Ede-
cation Programs.
Community.LCentered Schools

- The comparatively low percentage of attendance in Latin American
rural schools, and the high percentage of pupils who drop out of

- =chol at the end of the first or second grade. have been due in no

small measure to the fact that the rural schools have not ministered
to the special life needs of the population. In the Cooperative Edu-
cation Programs which deal with raral education. the concept of the
“Community-centered school” is stressed. The school is regarded both
as being shaped by the community environment. and ministering to
community needs. The curriculum, for instance, gives g large measare
of attention to heaith and hygiene. agnculture. and home life and
crafts. Even the content of the Three R's, which retsin prime im-
portance, contributes to the cause: the pupils learn to read and to
figure in terms of the fanuhar 1ands-cape. the home, the farm the
market place.

Hygiene instruction is reinforced by the “cleantiness corner™ in each
school, where each child has his toothbrush, comb, towel, and drinking
cup. . Nutrition comes to life in the school lunch, planned and prepared

- cooperatively by teachers and pupils. Agriculture is taught partly

in the school garden, in 2 very practical way, and many of the garden
produets go into the lunches. School clubs are organized on the model
of the +—H Clubs, and rot only agriculture. but the raising of poultry.
rabbits. swine, cattle, and sheep. form part of the club activities. As-

sociations of Parents’ Auxiliaries are coordinated with the school

clubs, so that what is learned in the classroom. the garden, the school

kitchen, and the club can be brought easily into the homes. In some
places “teams™ of pupils and parents are ‘formed to carry out in the |
community the lessons learned in sanitation and home improvement.

Meanwhile, the teacher is being carefully oriented for a position of

. prime importante in the communrity. The teacher’s guides, for in-

stance, referred to above and adopted in Bolivia and Guatemala, and

_now being adapted for Ecuador and Peru, stress the teacher’s re-

sponsibility for interesting herself in am’thmg which affects the com-
munity welfare, and for taking the initiative in mobilizing community
action to promote it : for example. in improving the village water sup- .
ply; sanitation, disease prevention and control, and in promoting prin-

ciplesof good cifizenship generally.

R

The commumtv-oentemd school idea is already paving dividends -
in better and longer school attendance in many areas, and in the cre-.
‘gtion of greater commumtv-consclonsness on the part of parents and
pupﬂs ahke.

e
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El Salvador.

‘The Nuclear School System

- 'The highly centralized system of school administration which pre-

.'vaalsmhtm.&mencapomessescertamadvanmg&mbutalmhas

S0Ie Serious d&d\'antages. For example. centralization of all au-
thority and action in the Ministry of Education in the capital city has
often resalted in failure to give due attention to the specialized needs
of the rursl schools, as to curriculum content, supervision, teacher
training, and attention to school piants and ssnitation. The curricu-
lum, for instauice, is usually decreed in detail from the capital city,
and isthe same for rural schools as for urban.

In Bolivia, however, there existed, prior to the cooperative educa-
tion program. a system of loeal administration which descends in
part from Inca times, and which had been partizlly modified some

_twenty vears ago by 2 Belgian mission. Under the cooperative pro-
- gram of the Iraa, this system, known as the system of Nuclear Rural

Schools, has been more closely adapted to Bolivia's rural needs.- With-

out destroying the aunthority of the central offices in the Ministry, it

makes possible a more effective administration of rural schools. - A
special Division of Rural Education has been set up in the Ministry -
itself, staffed with personnel thoroughly familiar with the rural
scene.  Out in the countryside, the largest and most centrally located
school of a given area is designated as a “central school,” and some
twelve to twenty smaller schools surrounding it are grouped together
in & “nucles,” receiving from the central school the services of admin-
istration and supervision. The director of the nucleo, who is often
also the director of the central school, is responsible for guiding all
the teachers in the nucleo in matters of curriculum, method, school
sanitation and plant management, and standards of instruction. Each -
nucleo has also specml supervisors of various subject fields. to assist
the director. :
As a result of the coopemtzre education programs in other countne%
and the apparent success of the nuclear system, the Ministries of
Education in Ecuador. Guatemala, and Peru have lately adopted the
svstem of Nueclear Rural Schools. In Gunatemals, for instance. the
first decree establishing the nuclear school system designated twenty

nuclear areas, with z total of some 100 of approximately 2.000 rural
- schools in the country. Other nucleos are to be established as soon

as personnel can be trained to administer them. In most eases, in

- all four of the countries mentioned, the Servicio Cooperativo has

been made responsible for the first few years of the administration

- of most or all of the nucleos. Recently the Ministry of Education of

El Sglvador. where there is no coopersative education program. asked
the Minister of Education of Guatemals and our Special Representa— _
tive in Guatemala for asxstance in setting up the nuclear system in
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TABLE VI ADJUSTMENTS IN PROGRAM ESTIMATES TO ARRIVE AT
ADDITIONAL APPROFRIATION REQUIREMENT

A. For the Technical Couperation Progrem

Total programr including cost to recipient countries____ . _ ... £835, 600, 00
Less cosis 10 recipiest couetries. ... 28, 500, 000
Cost of program to T. S. or international agencies. oo 57, 100, 000

Legs programs for which sppropriations hive been separitely
requested or which wiil be met from regular budgets of inter-

aationsal agencies_. e 13,900, 000
Additional first year program. 43, 200. 0%}
Less costs of United Nations program bornpe by other U nited

XNations member countries and “lapses” in U. 5. programs__. 11, GO, O
Net adiitionsl program costs to the U, 5. in first }'ear__........-_. -- 31,600, oo}
Net administrative rost — 2,800, 006
Total appropriation requlrement for technical cwpemtlon ﬂrﬂ&I _

Year e SO0, D06

B. For the Department of Commerce Sercice [0 Businesx far Forvign
Eoomumic Development._ - i 3500, 000
Total appropriation requirement for first pear_.__.________ 335, 000, 00

*Excludes certain other programs which will be operated as & part of the Polot Four:
Frogram, specificaily S7.600.00 for the Itax and F260000HN for rcertein activities now
beinx_clrried on unider Public Law 302,



