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SOME RELATIONS I3EIMEN ECONOMIC AND MILITARY ASSISTANCE 

By Charles Volf, Jr . 

Introduction 

The followfng paper i s  intended t o  provide a basis fo r  improvements 
i n  planning and progranrming techniques i n  accordance with the recefih 
rJSC ins t ruct i9mL, . '  . Sonre changes i n  .@rogranrming and Qlanning techniques 
are suggested i n  connection with a discussion of three aspects of the 
relat;tfonship between military and economic aid: (1) Competition and 
Complementarity Between Military and Development P r 0 l p . a ~  ; (2) Military 
Operating Costs and Supporting 4ssi.stance; and, (3)  The "Mix" Between 
Military and Economic Assistance. A separate mzmrandum w i l l  consider 
+,he question of mshing the AID and MAP planning cycles. 

I ,  Competition and ColrrpLemntarlty . '  

Between Military and Development Programs 

me recent NSC actLon on military a id  affirmed tha t  "MAP and AID 
program are competitive, as well as complementary, i n  terms both of the i r  
claim on U, S. and loca l  resources and the i r  impact on the recipient countries." 
Although the point may be familiar, it i s  worth spelling out i n  a l i t t l e  m r e  
de ta i l .  

Stated m r e  generally, mili tary program (both foreign and dornestic)' 
i n  aid-receiving countries m y  sometimes conflict  with economic programs, 
and sometimes help emnomic programs. To the extent the former relat ion 
prevails, an increase i n  the military program w i l l  decrease the s ize  or effec- 
tiveness of the economic program; t o  the extent the l a t t e r  relat ion prevails, 
an increase i n  the mflitary program w i l l  increase the s ize  or e f f e e t ~ e n e s s  
of the economic program. What examples can be ci ted of these relationships? 

Resource Competitior, 

The m s t  obvious exanlples of the competitive relationship are those 
referred t o  i n  the NSC s taterent .  To some extent, a t  leas t ,  increased 
appropriations f a r  military a id  reduce the amunt available fo r  economic 
aid. The precise extent of t h i s  competition depends both on the extent 
t o  which Congrees regards economic and mil i tmy a id  ae alternatives,  and 
or, the extent to  which Congress (and the ~dministrat ion)  a re  concerned t o  
keep t o t a l  government appropriations within some specified limit. Moreover, 
once appropriations have been mde, competition between military and economic 
aid funds continues t o  the extent tha t  the legis lat ion permits transfers 
between t i t l e s ,  i . e . ,  the  10 and 2 G  percent t ransferabi l i ty  provisions of 
Section 641 of the Foreign Assistance Act of 1961. 



Similarly, domestic military programs i n  recipient countries my  absorb 
scarce materials, equipmnt and services tha t  otherwise would be available 
for  development programs. And of these, the scarcest may well be the attention, 
igterest  and ef for t  of leaders and organizers. 

External Complementarity 

E i t  military and economic programs can also complement one another. One 
such complementarity ar ises  fromthe fac t  tha t  each program can confer s p i l l -  
over benefits that indirect ly enhance the effectiveness of the other. By 
irtiproving law and order, military and paramilitary programs can increase the 
productivity of economic programs. There i s  a threshold beyond which fhrther 
tmprovemnts i n  law, order and security probably have no effect ,  or  even a 
negative effect ,  on the productivity or efficiency of economic program. Most 
of the advanced countries, e.g., i n  NATO, are certainly beyond t h i s  security 
threshold. On the other hand, m s t  of the underdeveloped countries on the 
Sino-Soviet periphery, and perhaps i n  Latin Amrica and Africa, a re  probably 
well within it. It is worth pointing out tha t ,  within t h i s  threshold, the 
~ L l i t a r y  forces and capabili t ies that contribute t o  improvements i n  security 
conditions m y  frequently en ta i l  more than paramilitary, police and other con- 
ventional internal security forces. Forces t o  close a border, or t o  sea l  a 
corridor tha t  i a  an in f i l t r a t ion  route, or  t o  provide a capability for  special 
operations inside adjacent communist areas, m y  involve costs and equipment 
greater than those tha t  are  usually associated with "police" f'unctions. 

Such"externall' complementarity can also work the other way. Economic 
and social  development programs can often indirectly increase the effective- 
ness of military programs. Where development programs are  successful, they 
can, for  example, make the ru ra l  environment a much less  congenial one for  
guerr i l las  t o  operate in .  Specifically, a loyal ru ra l  population can signi- 
f icant ly  ra ise  the costs of informtion and intell igence t o  the guerr i l las ,  
and lower t h e m  f o r  government forces, so tha t  the  military outputs of military 
aiO and domestic rdlitary programs are enhanced. As i n  the previous example, 
+:here i s  probably also a tkireshold beyond which further improvemnts i n  
economic and social  conditions w i l l  have l i t t l e  or  no effect  on the efficiency 
of military program. 

3. Internal Complementarity 

Besides these external effects ,  military aid, and programs related t o  
it, can produce outprt tha t  i s  direct ly valuable t o  the c iv i l ian  economy. 
For example, outlays on military programs can be used for  building various 
infrastructures,  f o r  technical training programs, f o r  engineering and con- 
struction battalions,  all of which may have joint c i v i l  and military value. 
Such opportunities for  joint production have an important bearing on improved 
programming of military a id  and related programs. 

Typically, military tasks or missions can be p e r f o r ~ d  i n  different ways. 
For example, i n  meeting or  deterring external aggression, addi t ional t ime can 



5e "bought" by providing larger indigenous farces; or, alternatively, the time 
rsqufred fo r  effective intervention by U. S o  or a l l i ed  forces can be reduced 
by 't;uflding infrastructures and ground envfronment tha t  w i l l  f a c i l i t a t e  m r e  
rapid cotnmi+,ment of auch forces. In  some contingencies, one alternative may 
be preferable; i n  others, a different  alternative m y  be preferable. Some 
maly-ticecl work a t  FWD, dealing with alternative force-equipment-facilities 
i z ~  certain MAP countries, suggests tha t  the llnilitary consequences of some 
equal-cost alternatives m y  - m t  be appreciably different ,  although t h e i r  joint- 
proauct and complemntarity effects  my  be substantially different .  I n  such 
caaes where the pri- cr i ter ion relat ing t o  military effectiveness yields 
approximtely equivalent resul t s  fo r  several a l ternat ive programs, the choice 
amng them should be explici t ly  based on secondary c r i t e r i a  concerning 
economic social  s ide-effeet .~ . 

To sum up: (1) Military and economfc programs have both complementary 
competit.fve effect .  (29 I n  general, the competitive effects  exceed the 

aompEewentary effee-es, which is,  a f t e r  a l l ,  a basic reason f o r  making a 
budgetary and analytical dis t inct ion between these categories of assistance 
i n  the first place. (3) Nevertheless, the internal  and external eomplementari- 
t i e s  between military and economic programs are of suff icient  importance tha t  
programming techniques (which recognize, f o r  example, the role  of second* 
economic and social  c r i t e r i a  i n  choosing amng a l t e ~ n a t i v e  d l i t a r y  programs) 
shou1.B be designed t o  take ad.ve~tr",age of such opportunities. Indeed, i n  so= 
countries the military establishment nay be a relat ively effective ins t i tu t ion  
for  contributing t o  the "civil",  as well as military, ingredients of nation 
buildi ng . 

11. Military Operating Costs and Supporting Assistance 

!Fhe operating, or support, costs of alternative force-facilities-equipment 
programs are as relevant for  choosing amng them as  the end-item or  direct  MAP 
costs. (1t should be fluted tha t  t h i s  point applies whether or not the country 
concerned is  receiving s q p o r t i  ng assistance from the United States.  ) Under 
present MAP programming prc~edures,  operating costs do not enter into the 
choice amng alternative ndlftary program i n  a given country. Instead, they 
tend t o  be derived from the force-facilities-equfpment program - a f t e r  the pro- 
gran has been deternrfned as a military "req~irement". From the standpoint 
of the eff icient  use of recipient covntriesg reso-zces, as well as  those of 
the Unixed States, t h i s  fs a mistaken proceaure. Opcrating costs should be 
related as dfrect ly t o  the  choice among force goals and military programs as  
end-item (MAP) costa. 

It i s  also important t h a t  recipfent countries should bear a major share 
of the eosts of operating %heir own defense establishments. I n  f ac t ,  t h i s  
principle provides much of the mitivation behfnd the Congressional view that 
supporting assistance, which s h i f t s  the eeonomic burden of military operating 
costs t o  the United States, should be gradually eliminated. For various 
reasons, this view does not seem t o  me to  be technically sound. A r ig id  
res t r ic t ion  against financing the "localg' costa of investmnt projects from 
economic afd funds eas lead t o  ineff icient ,  capital-intensive ~ t h o d s  of 
conatr-uction tha t  use too much foreign exchange. Simflarly, a severe re- 
s t r ic t ion  against financing the operating eosts of military program from 



xdPP9,~ry afd fkmds can lead t o  an fnefffcient,  t'capftal-fntensivell force 
e t m c t u e  which overemphasizes fancy equipmnt, or skimps on infrastructure 
i~vef?mn-b. 

This l ine  s f  reasoning suggests several conclusions: (1) Supporting 
asais%eaee direct ly eontributfng t o  military ob3ectives should be just i f ied 
b ~ f a r e  C o w e s s  primwily as a part  of the milftmy assistance program, since 
it b m i e d l y  dependa on the sam variables tha t  aetermine MAP i n  any given 
csx:try, naroely %he size and kind of loca l  forces and the willingness and ab i l i -  
t y  of the recipient c s m t ~ y  t o  pay for  these forces from i t s  own resources. 
If P.E. 480  are wed t o  defray military operating costs, a similar 
argument and Just i f icat ion should be made t o  the Comgess. (2) Consistent 
with the principle t h a t  recipient eountrfea shodit bear a major share of the 
mm?en% costs of t h e i r  defense establishmr.-ks, it should be made clear  tha t  
w y  attempt t o  eliminate or  phase out supporting assistance a t  t h i s  t i m e  i n  
iertafm ecuntries; would be ill-erdlrised M t h  on feas ib i l i ty  grounds (e.g. , ~ o r e a ) ,  

on the g ~ o u ~ d s  tha t  it would provide an incentive f o r  ineff icient  
s t m c t w i n g  of local  forces. (3) MAP program%nfng procedures should be re- 
vised so tha t  t h i s  type of supporting assistance costs becorn an i n t e p a l  
par t  of the formulation and selection of a3tsrnative force- fac i l i t ies  program, 
rather than a derived "requirelaentl' a f t e r  a particular program has been chosen. 

III. The "Mix" Between Economic ma Military Assistance 

I n  the recent NSC polfey statement on military aid, the agencies con- 
cerned were instructed to: 

"plan i n  te- of mfeh mix of" mflitw and other forms 
of a id  w i l l  best serve our overall  national security aims." 

One dfff icul ty i n  carrying out this madate ar i ses  from the f a c t  tha t  the 
returns frau military and economic aid are  not readily commensurable. Hence, 
a judgmnt concerning the best aid "mix" requires a choice between end- 
resirlts which are qualitatively different .  To f a c i l i t a t e  t h i s  judgmnt 
and choice, it is erjaential tha t  (a) a l ternat ive but equal costing military- 
and-eeonodc aid packages be explici t ly  forrmhted; and (b) tha t  the gains 

losses twsocia td  with these packages be identiffed as precisely as  possible. 

In clarif'ytrig this consideration, the following analyt ical  method is  
relevant : 

(1) W e e  differing, budget levels--a "suppe&", a "high" and a "low1'-- 
should be ident if ied for  each e m t r y q e  military aid program and i t s  econodc 
aid program t o  bracket the interest ing poss ib i l i t ies  over a five-year planning 
period. A specified amm% for  U. S, supportfng assistance t o  help defray 
mflitary operating costs should be included as a component of each military 
a id  budget level, together with a general indication of the approximte s ize  
of' the loca l  defense bu-et that is l ike ly  t o  be associated with each level  
of military aid. Similarly, the three budget levels f o r  economic aid should 
indicate the amunt of local  currency support IYomU. S. a id  for  the recipient 
eo.ulntryts development budget, and the general s ize  of the development budget 
that should be assumed for  each level  of econodc aid. A simple numrical  
example i s  attached as Appendix A t o  i l l u s t r a t e  the approach. 



(2) Next, an explici t  s t a t emnt  of U. So objectives i n  each country is 
:?ceded, with separate igentification of those tha t  a re  of particular relevance 
t o  military and t o  economic programs, ,These objectives, i f  they are t o  be 
w e f d  i n  considering alternative a id  mixes, need t o  be m r e  precise than the 
u s u a l  farmuPation of objectives i n  t e r m  of broad and loose national purposes. 
Eey should be f o r d a t e d  with suff icient  precision so tha t  t h e i r  relationship 
fo the amunts and W e  of aid can be identified, and comparisons and choices 
am% conflicting ob ctives can be highlighted. !his w i l l  usually mean tha t  
broad aid objective a!? , must be broken down in to  plausible, but m r e  precise, 
military ifldieators (e .go, force m i t e ,  combat capabili t ies,  bases, e tc .  ) snd 
economic and ~ o c i a l  indicators (e . g. , investment, production, employmnt , 
t ra ining and s k i n  fomtioru, land ownership, e t c  . ) . In  turn the military 
Edfcators  can be related t o  specific in+,er& and exkermk military threats ,  
and the aeonomie-social indicators related t o  various specif ic  economic needs. 

3 I n  re la t ion  t o  %he objectives s e t  for th i n  (2), separate military 
md eeononrfc programs should be fcrrmahteb fo r  the  current, high, and low 
budget levels. Each of these p~ogmms should represent the ? W I G  and USOMts 
Judgment as t o  the best f ive  year program corresponding t o  each of the assumed 
budget levels.  

(b )  Finally, waeasment by %%e country team w o o  be required of the 
pol i t ica l ,  economic, military consequences of the  nine pairings of economic 
and military programs. Of' these paf rings, t h e e  w i l l  be of equal cost ( i  . e . , 
the high military-low economic, low military-high economic, and the current 
military-current economic) . From the standpoint of the mix problem, these 
pairings are the ones on which part icular  at tent ion shoeold be focussed. For 
other eonibinatioss, the resul t ing budget level f o r  t o t a l  U. S. a id  would be 
changed, and hence the mix problem obeewed. Wowever, som evaluation of the 
gadns and losses aseOsfrstqd with other pairings should be mde by the Ambassa- 
dor and Countm Team, together with an indlication of different  pairings tha t  
might be preferable, if  the - t o t a l  a id W g e t  leve l  w e r e  changed. 

Relating, f o r  inetanee, t o  internal  eecwi ty  and exkernal defense capabili- 
t i e s ,  i n  the case of military aid; or t o  economic development and socia l  
reform, i n  the case of economic aid; or  t o  p o l i t i c a l  influence, precluding 
or  neutralizing comrnrnzfst bloc aid, e tc , ,  i n  the case of e i ther  economic or 
military aid. 



APPENDIX A 

Alternative Five-Year Aid Combinations 
for  Hypothetical Country X 

High Military- Low Military- 
Low Economic Current High Economic 

MAF' 130 la, 90 

C.S. military aid budget 
level  430 350 250 

LxaS WLli ta ry  Budget 
Ticaaced from Ran-Md 
Sources* (425) (400) (375) 

Development b a n s ,  
Grants, ets. 100 160 230 

?&cal Currency 
Sup-port for  Local 
Development budget - 50 

':f.S. Ecosomie Aid EutQet 
T 1 e ~ 2  150 230 330 

Eocai Devebopment Budget 
Finmeed from Nora-Aid 
SO-Z ce s* (325) e 359) 

* Figcwes i n  parentheses indicate non-aid resources. 


