


FOREWORD 

For more &an a decade, Congress has authorized a pro- 
gram of foreign aid designed to promote tile security and foreign 
policy of the United States. This prqgam has cost American 
taupayers more than $100,000,000,000 since 194 1. 

The foreign aid program has undergone a emstant process 
of change and growth. 

This booklet was prepared by the International Relations 
Demeri t  of the National Chamber to aid 6usiness and com- 
munity leaders in reviewing the changing character o!: the for- 
eign aid program, major aspects of the m e n t  program, and the 
relation of the program e the over-dl foreign policy of the 
United States. 

The primary purpose of the booklet is to provide back- 
ground information that will aid in developixrg a +d & er under- 
standing of the foreign aid program. 

It is hoped the bookkt will stimulate idonned &USSion 
of legislative propods for M e r  changes in the program, and 
encourage business and community leaders to express their per- 
sonal views to memben of Congress, anand others, on how foreign 
aici can more effectively promote the national securi~ of the 

united States. 
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SPOTLIGHT O N  FOREIGN AID 

BEN F m  WAS NOT ONLY a phihopher, an inventor, and one 
of the world5 great statesmen, but also a good businlessman. He 
was the No. 1 desm8n for the American Rev01utim. He spent 
years in Europe winning friends for the colonies, attracting allies, 
and permading Europe's &rs and intellectual leaders "that our 
Cause is the Cause of All Muxkind." 

FranMh's leadership serves to emphasize the fact tbat our experi- 
ence with "foreign aid" dates from the birth of the United States 
as a nation. Foreign support-diPIomatic, military, economic-played 
an innportant, if not decisive, part in our struggle for independence. 
W e  were-then on the receiving end. Today, the tables are turned. 
Now we are aiding others. 

Over the past few years we have spent something like $4 billion 
a year on various programs of foreign aid. Annual foreign aid appro- 
priations succeed each other as if they were being consumed by a 
giant chain smoker I& lights new billions with whatever is left 
of he old. 

Like a series of great conveyor belts that straddle the globe, 
geared to innumerable cogs, gears and levers, our foreign-aid- 
program machinery delivers to the rest of the k wudd every- 
thing from jet planes to combat hots; fran tractors to surplus 
wheat; and from life-saving drugs to novies that s h  how to spray 
against mosquitoes. 

Canying out this big and varied program means spending money 
-lots of it. It means thousands of Americans, bringing to other 
peoples their knowledge, skills, and brains. It means sweat for an 
American military instructor in Korea, an American doctor in Libya, 
an American engineer in India, and an American teacher in Cam- 

a. It means headaches for administrators and planners in Wash- 
ington, who must juggle huge sums of money and get all the gem 
of the foreign aid machinery to mesh. 



This outpouring of w d t h  and energy for a multiplicity of pur- 
poses has one basic objdve: to p - w t e  the security a d  foreign 
pukicy of the United States. 

1 

The foreign aid program is based on the premise that the strm@, 
independence and economic \treIX-beIng of rhe countries of the fire 

r )  a. 

To meet these goals, foreign aid helps friendly nations quip and 
armed forces for their own and our defense, and haps 

heedom and independence. 
These gds? however, have been much easier to state than to 

- 
payers' d& are involved, ineficiency and waste in this vast and 

In appraising bod; the shortcomings and the achievements of our 

V 

world are vita1 to our own security and progress. Its primary goals 
are to prevent m y  more of the material or human resources of &e 
world fFan f a b g  .under Soviet domination, and to build the faun- 
dations for a iust and durable peace. 

newly independent and less developed countries grow in economic 
st rag& so that hey can achieve a better life under contBitions of 

fulfill. A decade cf Uniad Smtes fornip aid has not elhinad I 
intemationd dhznsion, assurd the economic health and stabs7 
of all nations, or brought security and peace m the world. 
1 h 2 e  there are many reasons for. failure to attain so& g& 

including the mrelenting Soviet drme for world domination-the 
shortco~gs have helped focus artention on serious faults in the 
a ~ i s t f a t i u ~  of foreign aid. Because Bigions of American tax- 

complex program have aroused mnddersabIe concern. 

- - 
&reign aid program, a review of hw* it began, what it is todayf and 
how it works d l  be useful. 

m 
How It 

FORS~~GN AID, as we h o w  it today, fame about as a response to 

f- economic and politid threats to worM pea~-part i~ldy the 
threats of militant Soviet commnnisna-in the years inmedhely 
~ogotying \vorfd war II. I 



Motivating this response was a conviction that the security of 
the United States was vitally affected by the security, development 

- and independence of other free nations; and that effective resistance 
to the Soviet threat would require the mutual efforts of free nations. 

Breeden t 

security and well-being is not new in American history. 
During the Revolutionary War, for example, the very existence 

of the United States i8epende8 on poltitical a d  military assistance 

a cumhed American and French army of sixteen tho-d troops 
and a French Beet of 4,000 men, which cut oE Gm'tva39BIs' escape 
by sea 

America's ecmnonic demndence on others is illustrated bv its 
early econOPRic development. Foreign invest~rs prmrided a large part 
of the long-run capital investment needed for this deveIqment, 
Cads and railroads were built with foreign money. For a time, 
several of our rdfoads were pmctimlly owned by British iavestozs. 

Eventually, of course, we became ever more seIf-suEcient -5th 

pmtected by two oceans, the United States developed into the 
worId'5 gxatest industrial nation-without becoming deeply in- 
volved in intematiund politics. 

Wars Brought Involvement 

But two worId wars shattered our dream sf detachmeat from the 
quarrels of other nations. As one of the largest and most pw&I 
nations of the world, we found that our security and welfare were 
greadp affected by the pattern of power on the continents that 
encirded us. 

During W d  War II we shipped immense cpantities of- arms, 
equipment, food and other goods to nations that looked to America 
fur leadership and help. A d  in cooperation -with desperately needed 
allies, the United States fought for its swvivd. As never before, our 



fate and the fate of others had become tightly bound up together. - - - 
We hoped that once 'peace was restored our international troubles - 

~vouId be over. But it soon became clear &at the end of the war 
did not mein a -durable peace. Soviet Russia, thou& mauled a d  

i V 

b~o09y7 embarked upon a policy of expansion wwhh exceeded the .. 
wildest ambitions of the Tsars.-~t ivas apparent that if we did not - - 
help other nations achieve stability, and resist communist penetra- 
tion, that we ourselves wouM suffer disaster. 
In 1947, the United States began a series of major foreign aid 

programs designed to meet this threat: the Greek-Turkish Aid 
Program, the Marshall Plan, the Mutual Defense Assistance Pro- 
oram, the Point Four Program. These and other programs were de- b 

signed to help nations rebuild their economies in the wake d World 
iVar II, relieve the suffering of people in areas devastated by war 

- 

and natural disasters, strengthen the armed forces of allied and 
friencHy nations, and supply technical "know-how" to underde- 
?3e10ped countries. 

The Marshdl PEm 

The emphasis at first was mainly on economic aid. The objective 
of the Marshall Plan, for example, was European recovery to fore- 
s t d  what was then recognized as the principa1 danger---Soviet polit- 
i d  exp10itation of Europe's economic weakness. This program, pro- 

- - 

posed by Secretary of State Marshall in June 1947, and approved 
by C~ngress in April 1918, tvas scheduled to last four years, and to 
cost $1 7 IbiliIion. By 195 1 Europe's production had been ~aised to- , * 

the pin t  where the pxograrn could be terminated nine months 
ahead of the scheduled time, at a total expenditure of $4.5 Mion 
less than that originally planned. 

The purpse of the Point Four Program-named after the fourth 
point in President Tnunan's inaugusal address of January 20, 
1949-was to make mhing in skills and technology available for 
the improvement and of underdeveloped naGnsS This tech- 



- . nica: asshiance was meshed with progam~ of m a n i c  develop 
. ment to pxovide newly deveIupjt33g counDies with the trained man- 

power and capital n v  for their orderly p w t h  and stability. 

By 1951, however, the emphasis in our t o d  foreign aid effort had 
shifted from primarily economic aid tu defense objectives. Sever4 
devefopments had given the cmmunist danger an increasingly d- 

- tq east: defeat of Nationalist China in 1949, the Soviet explosion 
of an atan bomb hi September of tbat year, the worsening situation 
in HndocIrina in 1950, and the aggression in Korea. 

Military aid now moved into the f&mt of the herjican for- 
eign aid effort. We sapplied a m s  to our allies in the Noah Atlantic 
Alliance, and helped create the NATO shield which is designed to 
prevent Soviet diary aggression in Western Europe. While the 
build-up of conventional fortes in Europe as a deterrent to Soviet - 
attack was given fim priority, progms of military aid were soon 
broadened to aU areas of the ftee wald w k  au security was 
inv01ved. 
In more recent years, renewed emphasis has been placed on the 

economic and technical assistaxe phases of United States fareign 
aid-principally to counter a communist economic drive aimed 
chiefly at the less developed countries of Asia, M a  and the 
Middle East. At the same time, a program to equip our anies wi& 

new Soviet challenge in the form of missiles, supersonic airaaft and 
other advanced weapons. 

Thus, the history of Ameri4:an foreign aid s h e  World War II 
is one of tonstant adaptation and growth in the face of changing 

- world conditions and new challenges. Over the yeas, numerous 
special programs were devel~ped to meet specific problems- A whole 
series of governmental agencies was created to administer and OFF 

ate Werent phases of the foreign aid effort. 
The result bas been an evolution from various Eoreign aid pro- 

. grams administered independently on a stopgap basis t~ a compre- 
I 
i 



hensive g10M pmgram of economic and military aid that has be- 
come an integral feature of United States foreign policy. 

Today0 Foreign Aid Program 
TODAY, VARIOUS TYPES OF foreign aid operate under ow legdative 
authorization-the Mutual Security Act of 1954, as amended from 
year to year. 

The ogcia11 title of foreign aid is the Mutual Security Program. 
As &is title indicates, united States aid to other countries repre- 
sents a mutual efFort, and contributes to our own security as well 
as to heirs. 
In a broad sense, the aid furnished under the Mutual Security 

Program consists of grants and loans to military allies and Menay 
mun&ies for both military and non-miharp a&~ides. 

Under &is Mutual Security Program- come such vaed activities 
as h e  expense of training Allid troops in the use of American 
weapons; making those weapons available; constructing a mad to 
pamit ~anspoa of the weapons to a strategic location; constructing 
irrigation works in a fiendy m a y  tying to maintain its in& 
pendace against communist subversion; sales and occasional gifts 
of large quanti+s of our surplus farm pr~ucts.~ and training of" 
native people5 ,y American technicians in such fields as a@cuI- 
ture, ducation and sa+tation. 

This enormous and incredibly complex program is used far a 
great variety of purposes: 
-To secure base righa for American forces in foreign countries- 

thereby strengthening the U. S. defense effort by increasing the 
striking power of those forms and their ability to defend the 
United States. 

-To support American military alliances with over 40 nations in 
order to discourage local aggression short of all-out war. 
-To assist in the economic development of undedeve10~ 

countries in order to promote their independence and stability and 
to lay the gromdwork for more private investment abroad- 



-To stimulate U. S. and world trade and to protect our supply 

I of strategic materials. 
I -TO mppat various humanitarian programs of the United 

a u - ---- -------- 
Nations. 

Afhough many of the activities suplported by the blutual Secu- 
litg Program today bear little resemblance to hose carried on under 
the Marsbd Pkn, the basic foreim wliw obiectives OF the m-m 

v A r J  
- - -- --- r--a----- 

have not changed. These objectives can be summed up in two 
words-mrity and peace. 

How the Program Works 
As an intebofill pan of United States foreign policy, the M u d  Se- 
d t y  P~ogram comes under the immediate policy direction of the 
Department of State. 

Technically, the Secretary of State over-sees the entire foreim r;J 
effort. The Under Secret~fy of State for Economic Affairs, a nt 

established under the Mutual Sealrim A n  fig 1 QqI ;@ - - ----a- / L IIC v e  r J J V ,  w 1 ~ 3 f l -  

dble for coordinating the various military and non-military prts of 
the Mutual Semrity Program. 

I MOS~ economic and techniai aid ommarnc i r p  irlrn;mic*n--J -- --b--"'- -" u-'LLS'za&.'bU v J- 
an almost independent agency within the Demrtment of Stat- - -- ---- 
the htematimal Cbper&on Administration '(IGA). A progam 
of loans for the development of under-developed cumtries is ad- 
ministered by the Development Loan Fund which was established - 
as a mqmrate'Govemment agency in 1958. Military assistance pru 
orams are administered by the Department of Defense. b 

Every year, two acts have to be passed by Cungress in order to 
continue the foreign aid progam. A Mutual Security Act author- 
izes the continuance of the Mutual Security Program and sets a 

I I ceding on the new money that a n  be made available fa the mming 
I 

fiscal year. A Mutual Security Approrniatjons Act provides the i 

actual money for carrying out the program. - - 
One fact that is emphasized in Congressimal hearings on Mutual 

Security authorizations and appropriations is that, at present, about 



80 pacent of the money earmarked for various foreign aid pro- - - 
" - The g d  and services grams is spent directly in the United States- - 

these dollars buy-tanks and planes, suhp1m crops, services of 6- 
nicbs, etc-are shipped abroad. Thus, it is estimated that the 
Muttid Security Program provides jobs for 600,000 pp1e in the 
U n i d  S m t q  hcluding 421,000 ~l~~~l~fach~~ng, S9000 
agricuHtu= and 33,000 in transpormtion. 

- 

Became of the size and complexity of the Mutual Security 
Pqpan, it is helpful to break it down into its seven1 subsi* 

- 

programs or categories: Military Assistance, Defense Support, De- 
velopment Loan Fund, Technical Coopemtion, Spedal Assistance, 
Contingency Frmd, and a number of misce1laneous programs. 
The funowing table provides an indication of the relative cost of 

TYP of P f " w a  A ~ ~ 0 1 2  

mry Assistance 11-~1-111------1----1------ $ 1 3  1 ~,OOO,OOO 

~eve1opment ban Fund -------...+----------- 4Q81m2m 

Tecbica1 Chaperation - - - - - - - - -  . 171,500,000 
Special .&&stance - --------- 208,W,W 
Gntingmey Fund - - - - - - - - - - - - - - - -  1 55,000,000 
C h k  Prwams -- 106,592,500 

T o  1 - 1 1 1 1 1 1 - 1 - - -  -- $3,298,0!?&000 

In reviewkg major aspects of 
be remembered that no program 

each of these program9 it &odd 
can be completefy separated from 

the others. Each contributes something to the objectives of the 
Mutud Security Program as a whole. 

Military Assistame 

The money spent on military assistance is intended to help our 
allies develop, maintain and train modem military forces. It helps 
to pay for military equipment such as dlery,  tanks, combat ace- 
hides9 airaaft, n a d  vessels, m a l l  urns, machine guns, and am- 
munition. It &so meets the expense of modern, efficient and inten- 



- 
and supp&ies - we &mish are &ective1y u 

Some of the money helps finance an international military an- 
siQucti.on pmgram of airfields, naval bases, radar systems, ammuni- 
tim storage dumps, and fuel oil pipeliws. Another paion is used 
to pay the U. S. share of the cost of maintaining certain inter- 
natiwa military headquarters and agencies, such as NATO and 
the Sou&east Asia Treaty Qrganization. 

As a result of rapid changes in w-pns techno10gy~ military 
assistme in pro~&g missiles, rockets, electronic equipment and 

4 - r 

other mrnpltex new weapons is being irnae;tsbgIy e m p h d -  - - 

@dar~i in the NATO countries, wbi& re$ u p  the 
United States for vhaHy all such weapons. At the same time, the 
trend is for these corntries to assme a great= share of the cost of 
maintaining tonventiod armaments. 

is the most costly part of the Mutual Security 
on the belief that military aid to our allies gives 

t not be obtainable at any cost 

. " It is cheapert for example, to help foreign dies maintain krge 
military forces than to increase the size of our own forces. The cost 
pa year to pay, house, feal and clothe rhe average rnilitaxy man of 
an &v is as foflows: Greece. $424: Korea, $302: Thaihnd- 9245: 

4 
- - - 

3 1  - I ------ 1 7 - --r - 7 T- - - I  

Turkey, $240; Taiwan, $147. But if it became necessary to 1ep1ace - 
an died mifitaq man with an American semieman, the con 
would be $3,515 for the same expenses, plus over $3,000 fur o r s -  

porting. and maintaining him abroad. 'This comparison, it should be 
noted, is based on one American replacing one f m i p  soldier. In 
actug1 practice it is possible that, with the superior training and re- - 
liability of our tpoopS, one U. S. &vision might replace two or more 
&visions of fore6 troops. Thus, there may wtbe so great a as- 
parity in costs as &ese figures suggest. 

h r  the perid 195@1957, United States d t m  assistarnee of 



5 million ground troops, 2,500 combat vessels and 32,000 aircraft- 
The costs in sustaining such power are far less than in producing 
equivalent strength from our own resources. 

There is some question, however, as to whether the emphasis on 
m&tary aid in the Mutual Security Program is not too heavy. Con- 
cern has been voiced about relying too much on aKes that might 
not prove dependable in time of crisis. The ~yidorn of pouring enor- 
mous quantities of weapons into m u n ~ e s  that seem to lack the 
political and economic base to make mifitary assistance eeffectiw- 
in the Near East, the Far East and Southeast Asi--bas also been 
questioned. 
W e  the problem of how much military aid shodd be furnished 

to how many countries annot w a y  be resolved, it is apparent that 
the security of the United States will continue to require substan- 
tid expenditures for this purpose. 

For example, the developn~ent of intercontinental missiles has 
made the United States vuhefab1e to direct nuclear attack, and 
increased its dependence on widely dispersed foreign beses for effec- 
tive retaliation. At the same time, the threat of "brush-fire" wars 
axltinues to require as strong a free world defense as the coopera- 
tion of allies can build. 

Assistance of the defensesupport type is essentiaUy economic and 
technical aid to help a country raise and support a higher level of 
military forces then it could aEorii without such aid. 

The great bulk of defense-support aid goes to h e  nations of the 
Far East and Pacific region. Their economies are so w d  that if 
they tried to maintain their present defense l eds  without outside 
help, they would face the strong poss:'dity of ecunomic and politi- 
cal collapse. 

Thus,-defense support helps prevent a reduction in living stand- 
ards which would lead to politid instzbilif);, deterioration of 
morak, and other con&tkns which wodd hamper Ehe mi][itaq 
&ua of an ally. 



South Korea provides a g d  example of defense support in op 
eration. This ally has a population of only 22 million in an area the 
size of Indiana. Yet it mainolins the fourth largest army in the 
WO~H-a. haE-dionman fore with 2; active army divisions and 
10 resene divisions. Without defe3se support, South Korea would 
fiud it impossibHe to maintain such a force. 

Defense support is suppIied largely in the form of food, fer- 
tihers, ilndustrki raw materias, fuels and other economic resowces, 
iaducbg United States surplus agricultural c o d t i e s .  These 
c m d i t i e s  are then sold in the receiving country for local cur- 
rency, whifh in turn is used to support nafiona defense and e m  
node activities. 

Because defense support is designed to help a country's military 
ego* it is sometimes hnped tugether with direct military assist- 
ance under the general heading of " d t a r v  aid." These two pars 
of the Mutual Security Program-the weapons we send our silies 
and the economic help necesary m enable them to support military 
farces of an agreed-upon level-get the lion's share of the mrmey 
spent on foreign aid. 

The Development Loan Fund, authorized by the M u d  Security 
Act of 1957 as a new activity of the International Choperation Ad- 
ministration, was established in order to place most of our economic 
aid program on a loan basis, and to makejong-range planning easier. 
The Fund grew out of propsds contained in sweral studies of the 
Mutual Security Program mad? by both the Executive and Legisla- 
tive branches of government. It was established as a separate agency 
under the Mutual Searity Act of 1958. 

Before the creation of the Fund, appropriations for the economic 
development of underdeve1oped countries were made on a year-to- 
year basis, largely in the form of outright gifts. It was smngly felt 
by many who studied the Mutual Sec~dty Pmgraxn that economic 
development aid should be-to the greatest extent possible-in the 
form of long-term loans. 



The K i is used only m hanee specific development projects 
or prugmms. There are no set dlocations by countries. Pemm, pri- 
vate corporationsy nations and organizations are eligible GI barn* 
from the Fund, and proposed projects generally must be imtd in 
ane OE the less-rJeveloped, friendly counaies. 

Requests for Ioans must be screened against ~hree major criteria: 

1. Is financing avalabie, in whale or in part, Erom other free 
world sixes on reamable terms? 

2. Is the proposed project economically sound ar.4 technidy 
feasible? 

3. Dues it give xasonable promise of contributing to the em- 
no& growth of the country invoIved2 

The Fuad is int&ndd to help chiefly those newly developing 
countries that m o t ,  in their present stage of grow-*h, h o w  
money from investors or banks. The terns for loans, for example, 
are less rigid &an those of the Export-Import Bank or the Wudd 
Bank. But as indicated above, loans from the Fund mu% by law, 
cornp1erne~~ rather than substitute for loans from other sourca. 
They must also be made on rhe basis of fim commitments by the 
borrosn~ers to make repapent, and upon a finding that there ace 
reasonable prospats of such repayment. A considerable time may 
elapse, however, before actual repayment is made. 

An important g d  of the Fund is to stimulate development of the 
private sector of the ecowmy of an uaderdeveloped country, and to 
aman foreign and domestic private investment in the country by 
helping provide, together with technical assistance, a base for am 
nomic development-tranvrtation, indushia power, skills and 
technical knowledge. 

The kw specifically requires that the Fund be admbistered so as 
to support and encourage private invemnmr. Joint projefts between 
private American investm a d  private investors from abroad are 
emphasized. Such moperition has a two-fold advantage: Uni:ed 
States participation in a project bring needed p d u d o n  aad man- 

- - 

agement know-how to the enterprise, w M e  hreign par&?p~ion 



contributes a knowledge of local economic and political conditions, 
as well as an understanding of local markets and distribution 7s- 
terns. 

Requests for Fund loans by private investors may be initiated by 
an existing enterprise seeeking to expand or diversify, or by a finn or 
an individual seeking to establish 3 new enterprise. But before 
loans far private investment from the Fund can be made, the con- 
sent of the government of the country in \vhich the investment $ 

proposed must be obtained. 
As to terms, the Fund charges 3% percent interest on loans for 

- 

basic cievelopment projects such as roads, electric power develop- 
ments, harbors, and the Iike. T h i s  rate is approximate1y the same 
as our Government pays on the long-term money it borrows. The 
Fund charges rhe going rate of 5% percent on loans to p d t -  
makingg enteqxises. 

h a s  can be repaid o m  a maximum of 40 yean, in doUars a 
in local cu~renc)~, depending upon setdement tenns. Since the De- 
velopment Loan Fund is a xevoIving fund, the pmceeds of repaid 
loans can be loand out again. 

The deveIopment-loan approach to economic development in the 
Mutual Security Program has not yet been fully tested. k u s e  
p u n d  d a  had to be worked out before the Fund could begin 
oFtions5 there has been a delay in getting started. As of April 
1958, boutever, mugIdy $1.8 billion in loan applications had bsen 
received The applications pertained tu a variety d basic pxojects 
such as transpmt and communication, e idcaGon,  agricufture 

- 

and mining. 

4 Peapose of him& Aid 
I 
: United States assistance in the economic development of ur.der- 

developed countries is based on the belief that it is in our own na- 
tional interest that thw counbi.a achieve the economic hd& 
neceaary for the maintenance of their independence. 

The subversion of these nations by m& wad 
sent a great loss to the kee world. Some of than are fmd in 



strategic areas which encompass a number of military bases essen- 
tial m the free world's strength. Others are sources of raw materials 
that are indispensab1e to important segments of American industry: 
industria diamonds, natural rubber, quartz, graphite, tin, chromite, 
manganese, cobalt and many o h  commodities. 

It has become bc~ashgly apparent that the less-developed areas 
of the world may hold the ultimate balance of power between de- 
mocracy and communism. Millions of people in Asia, Ahia and 
the Middle East are seiving for economic, social and politifal prog- 
ress in a way that has not happened for centuries. Their dissatisfac- 
tion with extreme poverty and disease, added to bitter memories of 
colonia exploitation, has an unrest which has become 
one of the most powerful forces fox change in the world today. 

The Soviet Union is energetically trying to use this unrest to 
serve its ~ r v n  power interests. h s t ~ a t e d  in their efforts to use direct 
military aggression for expansion, the Soviet kaders have tmed 
to ogers of economic loans and credits as a method of paving the 
\wqy for the eventual communist domination of less-developed na- 
tions. 

Soviet help is made to appear as a contribution toward the na- 
tional independence of formerly ~010nial peoples. No effort is 
spared to inflame old hatreds and to convince the lessdeveloped 
counaies that Soviet aid can drastically reduce the need for co- 
operation with the West. 

When offering aid to economica3y weak nations, moreover, the 
Soviets boast that they have a new and unique formula for q i d  
industrialization. They point out that Russia itself was a backward 
country only a few decades ago, and that communism in the USSR 
built in; lusdly what it took the West over a century to achieve. 

There is little question that the Soviet Union hopes to encircle 
and M a t e  the United States by taking over more and mure of the 
countries that are now part of the noncommunist word through 
economic and pfitica1 penetration. A major purpose of United 
States economic aid to underdeveloped countries, whether d t d y  
died with us or not, is to prevent Soviet penetration and to show 



these countries that they can achieve economic improvement 
&rough free innitutions. 

There is a gorating feeling among Administration Ofstcials that 
the demand for sound development projects which could counter 
c~mmunist subversion in the less developed countries far exceeds 
presently available funds and requires an expansion of the Devd- 
opment Loan Fund. 

Technical Coopera tion 

Technical cocrperation, or technical assistance, is a relatively modest 
pan of the Mutual Security Program. It is designed to help the 
peopIes of jess devektped areas of the free world raise their stand- 
ards of living &rough the interchange of knowledge, experience, 
techniques and skills. This type of assistance works hand-in-hand 
with economic aid, in that it trains local people in the use of the 
ooods, machineq and plants they need for economic deveIopment. b 

The need for t e c h i d  assistance is very great MilIions of pp1e 
in the less developed countries live under extremely primitive con- 
ditions. Many s t i l l  use ~ i ' d e n  plows. They lack ski& and educa- 
tion. Few have benested Erom the profound changes resulting fTom 
scKn&c progress. Ignorance, stanration, and disease are wide- 
spread. 

The less deveIoped countries today are trying to increase their 
econdc strength so that they can eventually stand on their am 
feet. But they need improved technology to make their work sac- 
cessfd. T d n i d  cooperation aims to fill this need. 

Aid is given by sending American teachers and technicians 
abroad, and by bringing foreign speciaIists here for train&g. About 
4,300 American technicians, induding those under private con- 
trsct, are expected to be working in more than 50 fauntries during 
fiscal year 1959. To Qte, more than 25,000 foreign nationals have 
been brought to this country for training. Some 55 h e ?  1i2i.n mi- 
versities are oooperating with ICA in carrying out various technical 
assistance projects in more than 30 countries. 

Te&nid aid embraces a great varief~ of fields: industry, mining, 



agriculture, labor, education, health, sanitation, public administra- 
tion, trvrtatim, community deve'topment. Through thh pro- 
gram much has already been done to help maions of people to 
improve their way of life. Disease has been cut down. People have 
been taught water purification techniques. Illiteracy has been re- 
duce& And in many coun~ies farmers are learning how to diversify 
crops and imprave livestock yields. 

HQW Technical Brogrms Work 

Technical cooperation programs are initiated through dlpIoxrratic 
channels, at the request of countries needing this type of aid A 
first or "genetaE" agreement may cover operations for a period of 
years. Later, the details of warticultar A projects-which must be ju4- 
tified-are worked out by American specialists and foreign q r e -  
sentadves. The share of rhe ast m be borne by the United States 
and the host country must be agreed upon before ICA && in 
Washington approve the plans and invest the necessary money. 
In working out joint projects, the United States and the host 

country determine basic needs. Technical skius and howZdge, 
applied to these needs, may make other improvements p~ssib3e. A 
i d  hdth program, for example, may be set up. With impwed 
health, the femers of an area will be better able to give their full 
energies to work. OnEy then can real improvements in agfidture 
be expected. At the same time, local people must be trained to nm 
the heavy farm equipment such as tractofs and harveshg machines 
needed to develap the country's agridtatrat resources. As om be 
seen from this example, one form of technical aid fan lead to, and 
supprt, another. 

Techaid coopaation is generally r a t 4  as one of the most sue- 
d and fruitful foms of American aid. It has dme mu& to 

spur local comdes to make headway on their own. For example, 
we spent neady $3 million during 1957 for various educaaiond 
projects in b M a .  Cambodians responded m Ehis priming with 
zed, and s e  now putting $I0 million per year, or 20 perm of 
their nationd budget, into impruvement ip schooling. 



Quz technical aid is not anly helping others to help themselves, 
but is enabling them m make technical contributions of their own 
to other countries. A special training center set up in one country 

, becomes available to f.ther counties of the area For example, the 
hsritute of Public Administration in Manila is attended by students 
from severd Asian countries. 

Foreign participants in technical cooperation programs have - 

made valuable contributions to research projects in the United 
States. Spechfists from Taiwan and Iran, for exilmpOe, have shown 
us their laboratory methods in straining bacteria and making vse- 

. cine. A new v i m  disease of tomatoes in California was recognized 
- by a specklist horn Brazil. Useful infomation on extraction of d 

. from oil seeds has been contributed by scientists Prom India, 
Th&hd, Lebanon and Venezuela Another benefit frmn technical 
cooption has been the expansion of crops important to inter- 
national taade-mffee, mcao and others. 

The bnlk of mutual security money appropriated fur technical 
cooperation is used for bilateral programs-pzpms undertaken 
dire+ with an individual country. Some of the money, however* 
is earmarked fur multilateral p -those undertaken in am- 

States, && fums of technical aid-bilateral and tlltihtera1are 
coodkated to achieve balanced pmgrarns and to prevent duplica- 

Special Assistance 

Pmgram of Special Assistance consist of economic aid to promote 
, or maintain political or ecowmic stabiiity in situations where such 

help camiot be provided under other categories of aid. They are 
- designed to achieve a variety of pojiticz!, economic, humanim~n 



matt would be impssible. 
-Aid of a nmdevelopmental character, such as assistance to meet 

a country's financial probiems or to restore or maintain conditions of 
economic stability. 

-Aid to assure the availability of military bases to United States 
forces in countries-such as Morocco and Libya-where the support 
of significant military forces is nor a key objective of U. S. policy. 

-Assistance to West Berlin, where the U. S. is still an mpying  
power. 

-Support of a European technical exchange program. 
-Funds for the continuation of a wor1dwicge ma'8aria eradication 

Fogram* 

Cm&gemy Fund 

The contingency fund is one set up to meet emergencies that can- 
not be anticipated by other programs. It can be used to supplement 
other categories of aid-except the Deve10prnent Loan Fund-to 
meet either continge~t or unforeseen requirements. 

The emagencies may be of an economic2 pofitim! or humanitari- 
an nature. Past exmp1.e~ of emergency aid include help to peoples 
a@icted by natural disasters such as f l d s  and emh9uakes in Haiti 
and Nepal, aid to help Iran and Guatemala save themse1ves from 
chaos and communist subversion, and relief for Hungarian refugees 
who had fled their co11nq fo1ioning the abortive revolt against 
cumdst tyranny. 

The contingency fund is designed to provide the Mutual Secu- 
- 

ritp Program with the flexibility necessary to react quickly to many 
different and unexpected situations. It makes it possible to extend, 
rvhen necessary, prompt and adequate aid without seriously dis- 
rupting going programs, and to prevent pofitical or economic u p  
heavals from reaching more serious dimensions. 

Other Programs 

In addition to the major categories of aid d d k d  above, the 
Mumal Security Program includes a number of miretkwous 



a and activities-mostly of a humanitarian character-which 
:been developed to meet spedh proBf.ems and needs without 

the course of the pogrern as a whole. 
of these activities are bilateral in nature, Others are carried 
cooperation with other nations through international 
They include: 

- -- 2 - -a- --- -- --- -0 --- - -  

I. : 
promote the peaceful uses of nuclear energy abroad. Friendly na- - - 

ions are given help in establishing research reactors, and their 
ists are provided with training and research equipment 

41 countries have entered into, or comp'fcted, agreements 
for amperation with the United States in &is field. 

D NATTQNS CRXLD~N'S FUND (UNICEF). The United 
contributes to this fund to help cam fonvard the efforts of 

the United Nations to improve the health ind welfare of mothers 
and childen in the newly developinn areas. 

i * 1 V 

I The fund operates in 98 countries and territories, and 81 other 
I contribute to it. It has belued orevide eouimnent and . -- - - .-= -- h-- .--- -l--r------- ---- 

1 m&G?1 supp1ies to some 13,400 maternal and health centers in 
rural areas, mainly in Asia. 

~ G O W R N M E N T A L  C O M N L ~ E  FOR EUROPEAN M I ~ T I O N  
(ICEM). Organized in I952 on the initiative of the United States, 
this Gmrnittee helm to resettle ~enonr  from the wemoovlated 

i i L 1 

C 
- 

count&s of Europe to countries which can use a d d i t i d  man- 
power-such as Canada, Australia and various Latin American 1 muntder. About 175,000 people annually are moving out of 

C c Europe and finding new homes and opportunities &rough this 
E 
t t- program. 
k. U m n  NA~OPU'S HIGH COMMISSIO~R FOR ~ S U G E E S  
1 
F (UNHCR). The United States contributes to the cump'Ieaim of 
5 a 

F programs fomerIy canied on by the United Nations Refugee 
I 
F Emagency Fund (UNREF). These progams have helped rnil&ns 
1" of refugees-in Europe and psm of the Near East and Far East- - 

1 to become self-suppO&ing members of the free xvdld. Eaergency 

1 
E 
1, . 
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aid is still given to those who are destitute. Chief recipients at 
present are refugees from Eastern Europe who continue to be de- 
tained in European refugee camps. 

UNITED NATIONS R B L m  rn WOR~S AGENCY (UNRWA). By 
contributing to UNRWA, the United States participates in the 
lefief and rehabilitation of Palstine refugees-a major and p e n -  
tially explosive political prob3em in the Middle East today. 

UNITED S T A ~ S  ESCAPEE PROGRAM (USEP). This pmgram 
gjves temporary aid to persons who have escaped from the Soviet 
bbc and are awaiting permanent reesbb1ishment. It is designed to 
cover casts not met by voluntary relief agencies, or by present mun- 
tries of asplum. 

&EAY Fiuamr C ~ G E S .  This activity supports American vol- 
untary relief agencies by paying ocean freight costs on their relief 
shipments abroad. Thky-one private groups cooperate in the pr* 
p m  in 17 foreign counties. 

Cornor, ACT EXPENSES. Funds are provided fur the adminisaa- 
tion of the Mutual Defense Assistance @attIe) Act-wbich em- 
bargoes the shipment of strategic goods to the communist M o c  

I ~ S T M B ~ T  G~IORANTP E1Rcxm.m~. Though this progam, in- 
augurated in 1948 and administered by the International CO- 
operation Administration, the U. S .  Government insures overseas 
investment against the classic non-business risks of bIock4 pmfi~  
(inconve~tibility of foreign currency receipts into dollars), ex- 
propriations and war. 

Based on the belief that, in the long run, free private enterprise 
is the ben way to achieve and sustain beneficial economic develop 
m a t ,  the Investment Guaranty Program is designed to encourage 
United States businessmen to participate in achieving the pmpss 
of the Mutual Security Act by investing capital abroad. 

It is rec0$1phd by many people who have worked in the field of 
foreign economic aid that the underdeveloped countries of the 
world annot psib1y achieve an the goals they have set for h- 
selves without the help of private foreign investment. But &ere 



ccmpIex factors that limit the attractiveness of these 
rnerimn and other investors: 

of external or internal political stability. 
y operated governmental services with poorly trained per- 

sic facilities such as power and transport. 

ese must be added the suspicion with whish many newly 
enterpxise-\vI~ich they associate 

wer domination. Because of this suspicion, it has 
made the governments of these 

to establish conditions which are attractive to private 

tment Guaranty Program is to 
ve to private business. 

tates and a foreign government 
to institute the p r o p .  Any U. S. investor in a corn- 
ich the United States has mch a treaty can apply for 

overing the full value of new investments. Policies gen- 
an annual premium of one-half of I%. Guaranty cover- 

a This type of investment 
wide variety of protection 

for private investments 
concluded with 37 countries. Over 200 policies covering 

have been issued since 
amounts of individual investments insured by the pro- 

$1 I miflhn. 
, no claims for payments under investment guaranq cun- 

ave been made. Appaiendy the Investment Guaranty Pro- 
has dune much to impress parficipatkg nations with a sense 

sibility in recognizing the international. morality of con- 
any rate, the presence of 3greementsh% h d  a . . 

& '.- -ex$ 
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effect on the hvestment dimate. Applications for insurance are not 
only on the rise, but also coming in for underdme103ped counnies 
once conside~ed t u ~  unstable and risky. 

The ~btacks to a pd of free enterprise in the less developed 
countries, however, remain fomidable. To some extent, mureover, 
large d e  U. S. foreign aid has helped to pduce consequences 
which con& wirh the intention to facilitate a greats flow of 
American private investment overseas. 

Our aid, for example, most frequently goes to governments. This 
strengthens the role of the state in a recipient country, and tends to 
deter the growth of private enterprise and to reduce the incentive 
to attract private foreign capital. 
in the long-m, h ~ ~ e v e f ~  it is hoped &at the economic resounms 

and technical how-how supplied in U. S. aid programs will help 
to create economic conditions and a political climate favorable for 
and attractive to sound investment. Many feel that once the less 
developed nations have developed the basic facilities of an industrial 
economy3 fa which pdvate capital is seldom available, they will 
then be able to mobilize both foreign and domestic pxivate invest- 
ment for er economic deve1opnaent. 

Under such circumstances, the Investment Guaranty P x o ~ ~  
may grow in importance as a means for helping to substitute private 
investment for tax-suplported foreign aid. 

gram on a business-like k s .  Apart horn its en~mous size and 
cornplex&y, the program is so weighted with pohticd and rndiixy 
considerations &at noma1 economic criteria often cannot serve as 
a measure of its effectiveness. 

The aaompIishments of the aid prugram during the past decade 
- 

are usually summarized dong the following liws: 
-Western &.mpe has m ~ v e r d  in h e  measure from the eco- 

nomic ravages of World W a r  11. 



-Turkey, Greece and Iran have been saved from Soviet in&ect 
. aggression. 

-Gmmunist awe! 
- - .  

the ast-against !a, For- 
: must and Vietnam-has been halted or prevented. 

-A krge gowth in bee-world defense strength has taken place 
' 

at less cost than if we hied to create a similar strength without the 
cooperation of allies. 

-Political chaos in many nevrIy devefophg nations is being 
- averted. 

- I ne Unrted states continues to have access to world sources of 
supply and world markets. 

-In terms of resources and power-land, people, industry, mate- 
fi&, strategic ~watioas, and armed strength-the free ~70rId is dl 
vastly superior to the Soviet Moc. 
-The free world remains free and can still hope to work out its 

problems of defense and development in the interests of a iust a d  
- 
durabe peace. 

These achievements are bala 
J - 0---- - ----- I -- -'VLL 

[ comings and deficiencies: 
a x n t r t  w a t w a ~ s  uzr: K ~ S K  mar cem~n anres may withdraw horn, 

or revise, their commitments, or that underdeveloped countries now 
receiving aid may sane day succumb to mmmmir~ ~mhv-;nn 
- r ljts= 13 L ~ U  -3)' aria Uedr-cuC way or determinsng exactly how 

much aid fs necessaryr to it should be given, and what kind 
it &odd be. 

-Our ahl has been used for purposes which hare not alwavs 
been consistent with the best interests of the United states or of 
the recipient cauneies. 

-m some caxs, nations have received more aid than they couid 
readily absorb; in other cases, fori?ign aid has resulted in a great 
deal d bribery and cormption on the part of officials and friends of 
officials in foreign nations. 

-Pobtid or military objectives sometimes result in an uneco- 
n o m i c u S e o f d W .  

-Numemus counties, partim1arly counties in Latin America, 



have felt neglected in favor of other regions of the world and have 
expressed resentment toward the United States. 

-The heavy emphasis on military assistance in the aid program 
has brought about untavorde attitudes toward the United States 
among some of the newly developing nations. 

-The administration of the program has suffered frmn numert,us 
instances OF bad planning, extravagent programming and wasteful 
opera tion. 

Better management, tightened administration and control are 
dear imperatives if the Mutual Security Program is to continue as 
an effective element in United States defense strategy and an in- 
strument of our foreign policy. While much of the needed improve- 
ment is a matter for administrative judgment and procedure, a 
great deal can be done to correct deficiencies through legislative 
action. 

The Mutual Security Act of 1958, fur example, contains a num- 
ber of new provisions designed to improve the program: one estab- 
lishes stricter procedures for the planning and carrying out of 
specific - aid programs; another tightens the criteria for military 
assistance to Latin America; a thid calls for a study of the ways 
and means in which private enterprise a n  be mire e~ectlvej~ 
utilized and protected in carrying out the purposes of the Mutual 
Security Program and in advancing the foreign policy objectives of 
the United States. 

Another way that legislators ineuence the program is through 
their control of appropriations. One of the thorniest pmblterns a n  
nually conkonting the Congress and its appropriate committees is 
to decide what limitations on mutual security fmds will cEscmu-e 
emvagence and mismanagement and st the same time provide 
enough money to fully support the foreign $icy of the United 
States. 

It is dear h a t  the Mutual Securitv Program requires continual 
evaluation to insure that it effectively promotes the national hm- 

- 

est. In part, the need kt such evaluation has been met by pe&&c 
investigations and studies of the propm by Congressional commit- 



tees* advisors to the A-ist~a~on, and pzi'vate iindividd. &- 
cently, a aew &tical study of foreign aid was launched by a nine- 
man special EesidentiaI comrnitteeZ headed by WiUiarn H. haper. 
The h p e r  Committee wilt try to evaluate the extent to which 
future military ass&anse can advance American national security 
and foreign policy interests as wen as the rektive emphasis which 
should be given to military and economic programs. A preliminary 
r e p  is expected by March 1, 1959, to help the President shape 
his request for foreign aid appprktions fmm the Cangress for the 
next fiscal year* 

But evduation of the prqpm is nut the job of Congress or the 
A ~ i s t r a ~ o ~  alone. Business and community leaders have a re- 
sponsibitity far appraising the program, and expressing their Piews 
on it. 

A dearer understanding of the program by more citizens &rough- 
out tbe comtrp, & wider ~ u s s i o n  of the merits and &ortcoming of 
specific aspects of it, and expression of informed views to members 

- 
of Congress by b e a s  and community leaders will help asnue 
Cungressional action that will best promote the securiq of the 
United States. 
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