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Part 1

IMPORTANCE OF ECONOMIC PROGRESS IN UNDERDEVELOPED COUNTRIES

The goal of promoting development progress in underdeveloped areas
will dominate U.S. economic foreign policy for the rest of this century.
The goal is of such importance to the United States that over the next
50 years effcrts to promete development progress will increasingly sub-
ordinate other facets of internationzal relationships. It will be a
factor in almost every major foreign policy decision which the United
States will make. Few decisions bearing on our external trade and in-
vestment policies will be made without a careful weighing of their
effect on the attainment of this goal, and decisions on national issues
will be influenced by efforts to attain the goal.

Although the importance of development progress in the underdeveloped
countries may have seemed somewhat less than clear, and the understanding
of metheds to promote the goal even less so, U.S. policies over the past
decade have been increasingly affected by the problem of attaining the
goal. Our preoccupation with issues of the colid war and the urgency of
building the armed defenses of the free world have at times blurred our
effectiveness in taking action to deal with the problem. On the other
hand, the Soviet threat has given added impetus to programs designed to
promote the economic growth of underdeveloped areas.

Looking back over the last decade, it is surprising to see how far
U.S5. policies have consistently sought to promote development progress
in the underdeveloped areas. The keynote as well as the direction of
bresent U.S. foreign economic policy was set forth in the Act for
International Development in 1950, when Congress declared:

:+.-.the policy of the United States is to aid the
efforts of the peoples of economically under-
developed areas to develop their resources and im-
prove their working auad living conditions by en-
couraging the exchange of technical knowledge and
skills and the flow of investment capital to coun-
tries which provide conditions under which such
technical assistance and capital can effectively
and constructively contribute to raising standards
of living, creating new sources of wealth, in-
creasing productivity, and expanding purchasing
power,

¥ith only minor amendments, this remarkable statement is the official
policy of the United States today,

The controversies that have revolved around the stated goal of
development progress in underdeveloped areas have not raised serious
questions cver the goal itself, Few informed citizens in the post-World
War II period have challenged the basic soundness of the policy. The
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controversies and issues that have been debated in Congress have been
concerned with the magnitude of I'.S. effort, the extent to which its
allies should share the burden, and with the techniques and alternative
means through which the United States and its allies could most effec~
tively contribute to the goal. ’

The paper that follows attempts to present a synopsis of Prograns,
trends, and issues which have involved U.S. policymakers concerned with
the goal of promoting development progress in underdeveloped areas. It
does not purport to treat all issues, but it does pull together and ana-
lyze the published thinking on America's role in promoting the goal of
development progress.

In putting together this kind of synopsis, several broad conclusions
emerge. The major conclusions as a result of Preparing this review are
the following:

1. PFor all the trial and error in the program mechanics
for promoting the goal of development progress in
underdeveloped areas, neither the U.S. government, its
allies, nor the international agencies involved in aid
programs have as yet discovered highly effective means
of supporting this objective.

2. The very multiplicity of aid programs and agencies
presents a bewildering array of small and large
bureaucracies that cannot possibly attain the ad-
ministrative efficiency and field effectiveness
attainable through a more purposeful and centralized
authority.

3. The greatest reservoir of industrial growth talent
the world has ever witnessed, American free enter-
prise, has not yet been successfully enlisted to
contribute to the goal. Whether this talent can be
harnessed effectively in promoting development re-
mains a pressing and as yet unmet challenge.




Part 11

BASIC FACTS

Why Assistance for Underdeveloped Countries?

Large-scale U.S. government aid programs are a new concept in diplo-
macy. Other types of aid on a voluntary individual basis go back to his-
torical times. Forms of official government aid have taken place inter-
mittently before. Today, however, official economic aid programs of the
free world are serving to transfer capital at an annual rate of nearly
$5.0 billion to underdeveloped countries.

The principal reasons for the post-Marshall Plan mutual security
brograms bearing on the goal of promoting development progress for under-
developed areas are: America's world interests, the cold war, the rev-
clution of rising expectations, balance of payment problems, and America's
conscience.

America’s World Interests

Economic and technological progress have made the U.S. economy in-
creasingly dependent on foreign raw materials andg foreign markets., The
United States imports substantial amounts of petroleum and iron ore,
about 15 and 18 percent respectively of the total U.S. requirements.

The United States imports 85 percent of its bauxite, 100 percent of its
abaca, 100 percent of its tin, 89 percent of its antimony, 81 percent of
its cobalt, 85 percent of its manganese, 64 percent of its tungsten, 100
bercent of its industrial diamonds, and 93 percent of its nickel require-
ments. Forecasts of future U.S. raw material requirements indicate that
the United States will import an increasing proportion of its raw mate-
rial needs. These needs will be furnished in large measure by under-
developed countries, such as Saudi Arabia, Malaya, Indonesia, Bolivia,
Venezuela, Belgian Congec, and Ghana.

Although the United States exports only about § percent of its
total production, this relatively small percent of the total was valued
at about $20.0 billion annually during the period 1956-58. Many indus-
tries and agricultural producers are wholly or partially dependent on
export markets for profitable operations. Agricultural product sales
abroad are especially significant, as shown by the percentages of major
1957-58 crops that were exported--32 percent of the tobacco crop, 42
bercent of wheat, 46 percent of rice, and 53 percent of the cotton crop.
Substantial quantities of these exports were sent to underdeveloped
countries, such as India, Indonesia, Pakistan, Spain, and Yugoslavia.

The plain fact is that America's economic role in world affairs is
preponderant, whether it be measured in percentage of imports, exports,
industrialization or agricultural production. The requirements of its
continued long-term industrial and economic growth impel  the United
States to encourage development progress on a world scale.




The Cold War

The Mutual Security Program provides military and economic aid to
countries that have already been subject to Soviet penetration, e.g.,
Korea, Viet-Nam, or Formosa; to countries that border the communist kloc
and are outposts of free world defense, e.g., Pakistan, Iran, Greece, or
Turkey; to countries that form principal alliances of the United States,
e.g., NATO, SEATO, the Bagdad Pact, or the Rio Treaty; to countries prone
to communist infiltration, €.g., Guatemala, Bolivia, or Indonesia; and to
countries that provide base rights deemed essential te the security of
the United States, e.g., Spain, the Philippines, or Taiwan. To have per-
mitted rampant Soviet aggression or domination in all these areas and
countries would have led to ultimate national suicide for the United
States.

The raw material market requirements of a modern technology would
not permit the United States to stand alone, even if strategic and other
considerations did not demand that the United States undertake the role
of free-world leadership thrust upon her. But the fact is, strategic
and political considerations such as the need for foreign bases and the
Prevention of external or internal aggression by the Soviet bloc have
inevitably placed America's front lines of defenses in Europe and along
the entire arc of Free Asia from Iran to Korea. U.S. interests are in-
evitably broadened to include the interests of the entire free world.

The Revolution of Rising Expectations

The world is in social ferment. Throughout the underdeveloped
countries, the demands and pressures to achieve higher levels of living
make up one of the pPrincipal political forces acting on the governments
of these countries, Unfortunately, rapid economic growth in under-
developed countries can be achieved only at high cost that call for in-
dividual sacrifices--costs and sacrifices that totalitarian regimes like
those of the communists have usually been able to exact from their people.
Aid programs permit allies and "neutral” countries to help underdeveloped
areas achieve some degree of advance, lessening in some measure the
chances that the distasteful alternative of extreme totalitarian methods
will be employed.

Balance of Payment Problens

To achieve economic growth, the newly developing countries face
difficult balance of payment problems. Although Europe and Japan have
recently re~established sound payment positions, most of the newly de-
veloping countries still have inadequate foreign currency resources to
finance the additional capital and raw material imports needed in their
programs of industrialization. Quite apart from the need these countries
have for help in financing development, their balance of payment prob-
lems arising from population growth and attempts to develop are a re-
flection of the rising demand for an extraordinary input of external
resources.




America's Conscience

The programs for promoting development progress also find their
raison d'etre in the traditional, sympathetic, and spontaneous generosity
Americans have to share their wealth with others less fortunate.

Characteristics of Underdeveloped Areas

The newly developing countries are characterized by: population
pressures, low levels of consumption, lack of communications, and a
widening difference in levels of living.

Population Pressures Aggravated by Rapid Population Growth

Two-thirds of the world population (1.9 billion people) live in
the underdeveloped countries where, as a result of modern advances, a
situation unprecedented in human history has been created. 1In the
western world, the population growth of modern times followed or ac-
companied economic development. In many underdeveloped countries today,
a rapid population growth is preceding economic development. It is now
possible, by fairly inexpensive and simple public health techniques, to
drop the death rate to low "modern” levels without first raising the

economic productivity of a "traditional” saciety. .. .

Some of the countries where population "explosions"” are taking
place are already very densely peobled. At present population growth
rates of 2 percent or 3 percent a year are quite common in underdeveloped
countries. Rapid population growth rates are a heavy handicap in the
struggle to provide food, clothing, and education for the people of these
countries.

In India the present growth rate of 2 bPercent means a net addition
of 8 million persons each year. Because the rate of population growth
is increasing, the net addition will soon be 10 million each year. With
no change in rate, the population increase would amount to about half
the present population of the United States each decade. The capital
and organizing effort that will be absorbed merely in the effort to pro-
vide tools, houses, schools, and other facilities, as well as food and
clothing, for this many more people is staggering. It makes the eagerly
sought goal of raising incomes to acceptable levels a much more distant
one at the very least~-and to date an unattainable goal.

Low Levels of Consumption

In underdeveloped countries large sectors of the population live
at or below subsistence levels and are poorly nourished. Statistical
measures of a nation's economic situation are not precise indicators
of hunger and the urge for self improvement. TFor example, Gross
National Product (GNP) measures can hide inequities in the distribution
of wealth. However, one statistical measure that shows a striking con-
trast between the developed and underdeveloped nations is the amount of
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energy derived and utilized from inanimate sources. Chart 1 shows per
capita consumption of energy in selected countries of the world.

Energy could be considered the modern equivalent of the slaves of
ancient times. 1In the United States today, work accomplished by the
annual per capita energy consumption would require approximately 84
slaves working 48 hours a week for a year for each man, woman, and child.
The average person in India today has only one such slave; in Ethiopia,
one-tenth of a slave.

Lack of Communications and Iiliteracy

Table I provides rough measures of the degree of illiteracy and
lack of means of communications in newly developing countries. These
deficiencies reflect the scarcity of human resources with which these
countries can initiate programs of development. The differences exist-
ing in level of mass communication between the less advanced aund more
advanced countries is greater than the differences shown by GNP measure-
ments. Availability of mass communication facilities will effect great
changes in the newly developing countries. If present social pressures
for higher levels of living are examined in the light of present rudi-
mentary means of communication, it becomes apparent that the revolution
of rising expectations is only starting. Better communications will
heighten the awareness of differences in levels of 1living. The forces
that have been upsetting the traditional ways of the past will continue
to increase, rapidly creating new social Pressures on the governments of
the underdeveloped countries to achieve visible results.




CHART |

PER CAPITA CONSUMPTION OF ENERGY FROM INANIMATE SOURCES,
Selected Countries, 1954
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equivalents af the rate of 0.6 metric tons of coal for 1000 kwh.




Table 1

MEASURES OF MASS COMMUNICATIONS IN SELECTED CGUNTRIES

1954-55
Number of Daily Press Radic
Illiterates Circulation Receivers TV Receivers
per 1,000 per 1,000 per 1,000 per 1,000
Population Population Population Population
North America
United States 20- 30 344.5 795.6 212.3
Canada 20- 30 243.6 277.7 74.4
South America
Brazil 500.-550 not avatlable 44.8 2.2
‘ Argentina 100-150 97.9 157.7 2.7
Bolivia 750-800 19.3 48,3 -
Colombia 450-500 53.7 41.3 9,03
Peru 650-600 38.7 55.3 -
Africa
Nigeria 500-850 3.1 1.3 -—
Liberia 900-9850 1.2 2.0 -
Morocco B850-~-900 22.5 34.4 0.47
1 Libya £50-900 5.7 3.3 --
Sudan 900-950 2.3 0.68 -
Union of South Africa 550-600 56.0 49.7 -
Middle East
Ezypt 730-800 22.8 18.5 -
Israel 50-100 162.4 148.5 -
Irag 850-900 18.7 12.4 -
! Iran B850-90( 5.9 8.6 -
| Saudi Arabia 950-99C 1.4 1.4 -
Asig
Afghanistan 950-990 1.8 o.67 -—
India 800-850 6.7 1.9 -
Burma 500-550 8.1 ¢.78 -
Ceylon 400-450 36.8 10.8 -
Japan 20- 30 397.9 129.¢9 0.40
China (Continental) 500-550 13.7 2.6 _—
Europe
United Kingdom 10- 20 609,46 272.8 81.7
France 46- 50 239.9 206.6 2.9
Denmark 10- 20 370.4 2098.9 0.54
USSR 70-100 210.5 95.7 3.3

Source: UNESCO, world Communications -~ Press - Radio - Fiim - Television, Third

Edition, 1956 .




Difference in Levels of Living Between
Developed and Underdeveloped Countries

One of the most important issues of the next decades will be: Can the gap
in living standards between developed nations and underdeveloped nations be pro-
gressively narrowed by constructive evolutionary means? In a few underdeveloped
countries such as Burma, Greece, Venezuela, the growth process seems to be pro-
ceeding at a faster rate than in advanced countries. In the case of other coun-
tries such as Argentina, Bolivia, Chile, the gap in living standards seems to be
widening rather than narrowing. In any case, the level of per capita GNP from
which most underdeveloped countries must start is so low that many years will be
required for them to reach standards prevailing in advanced countries. For ex-
ample, doubling or even quadrupling India's per capita GNP of about $78.00 will
not represent a major attainment in the process of raising India's living stand-
ards to the levels of advanced countries, as for instance the current U.S. level
of about $2,379 per capita.

Although rates of per capita growth do not illustrate the entire magnitude
of the problem; estimates furnished for underdeveloped and developed countries
are shown in Table II.

Table 11
PER CAPITA GROSS NATIONAL PRODUCT RATE OF INCREASE
{1951-1957)
Annual Annual
Average Average
Developed Percent Underdeveloped Percent
Countries of Increase Countries 0f Increase
United States 1.1 Argentina -6.5
Canada 1.3 Bolivia ~-0.2
United Kingdom 2.1 Chile 0.3
Sweden 3.1 Thailangd 1.6 (1951-56)
Switzerland 3.7 Turkey 1.8
France 3.8 Brazil 2.2
Netherlands 4.1 India 2.5 {1951-56)
Italy 4.8 Puerto Rico 2.5
Japan 5.3 (1955-59) Burma 4.8
Austria 5.7 Greece 5.8
Western Germany 6.4 Red China 7.4 (1952-‘55,
Net National Product)
Venezuela 8.6

Source: Yearbook of National Accounts Statistics, United Nations, 1959 for all
figures except: Japan, taken from ICA data and the United States, Turkey,
and Switzerland taken from OEEC General Statistical Bulletin No. 1, 1959.

(Note: United Nations statistics show United States per capita annual
average growth as 1.2% for the same time period,.1851-57.)




The rates of increase in GNP are important to this study only to
the extent that they reflect the efforts of developing countries to
reach the economic levels prevailing in advanced countries. If it were
considered desirable for per capita GNP in underdeveloped countries to
reach the U.S. level-in a span of 20 years, growth in the underdeveloped
countries would have to proceed at an impossibly rapid pace., For
Argentina's per capita income (about $435) to reach U.S. levels (about
$2379) by the year 1980, a per capita growth rate of 9 percent per year
would be necessary. Actually in recent years, Argentine per capita
growth has at times been negative. Mexico would require an annuad
growth of 11.6 percent, and Colombia 14 percent to reach U.S. levels
by the year 1980,

Unless the differences in levels of living can be diminished, a
series of revolutionary struggles might take place. The poor nations
might become aligned against rich ones in struggles that would probably
involve the communist and the western power blocs and make nuclear war
more likely., 1In a2 worid of widening gaps between poor and rich nations,
the discontents of the poor would eagerly be played upon by skilled
political forces dedicated to overthrow the freedoms we value highly.
No purely military strategy could cope with such a combined economic-
political-military threat.

Nature of Aid Programs

The free world governmental grants and loan programs divected
toward development progress in underdeveloped countries from the end
of World War II up to approximately the middle of 1959 are shown on
Table III. This table illustrates several points:

1. Total free world economic aid to underdeveloped coun-
tries since World War I amounts to about $31.9 bil-
lion., This amount is exclusive of military assistance
and the immediate post-war Programs aimed at relief
and restoration,

2. With respect to the geographical distribution of the
total $31.9 billion by free world areas, Asia (plus
Oceania) received $14.5 billion or 45 percent, Africa
received $8.3 billion or 26 percent, South America
received $4.7 billion or 15 percent, the underdeveloped
countries of Europe received $3.1 billion or 10 percent,
and the countries of Central America received $1.3 bil-
lion or 4 percent.

3. Europe was the pPrineipal source of ocutside aid to
Africa during the period examined.
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Table III

FREE WORLD ECONOMIC AID TO UNDERDEVELOPEDlgoUNTRIES,
POST-WORLD WAR II TO MID-1959 =

(U.S. dollars billions rounded: percentage in parentheses)

Non-U.S.
Bilateral
U.S.Bilateral (France,U.K.,
(ICA,DLF,EXIM, Multilateral Australﬁ?, Free World
PL 480) IBRD (UN) Japan = Total
Total $19.4 (Q00) $2.5 (100) $0.8 (100} 9.1 (100) $31i.9 {100)
Africa 0.6 (3) 0.4 (15) 0.1 (8) 7.2 {(79) 8.3 (286)
Central
America 1.0 (5) 0.3 (11) 0.1 (5) - ) 1.3 (4)
South
America 3.5 (18) 0.6 (25) 0.1 (8) 0.5 (6) 4.7 {15)
Asia 11.3 {58) 1.1 (46) 0.5 (79) 1.4 (15) 14.5 (45)
Europe ' 3.0 @@6) 0.1  (3) - ) - ) 3.1 Qoe)

1/ Relief and restoration programs immediately following the war, e.g.,
GARIOA, UNRRA, and the Philippine War Damage Assistance, are omitted.
See Appendix A which provides a detailed breakdown for this table.
Estimated to end of 1959.

Portugal, Spain, Yugosiavia, and Greece. Minor amounts of U.N. techni-
cal assistance not shown.

W
Il

Source: Cfficial reports of agencies concerned.

In addition to free worlid assistance, the Sino-Soviet block furn-
ished an estimated $1.6 billion in economic aid to these same countries
largely since 1854. It was distributed as follows: 61 percent to Asia,
24 percent to Africa, 2 percent to South America, and 13 percent to
Europe.

In recent years, underdeveloped countries have typically received
economic aid from a multiplicity of sources. The map in Appendix B
shows some of the newly developing countries receiving aid. The map
illustrates by a few examples the different agencies at work in many
countries. For example, in Ethiopia five U.S. agencies are at work as
are agencies from three other countries plus the IBRD and UNICEF, not to
mention the family of agencies composing the U.N. Technical Assistance
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Program-~this plethora of aid sources operating in a single country is
not unusual.

Table IV provides: a breakdown of free world economic aid to under-

developed countries for 1959. This table shows that U.S. bilateral aid
represented 67 percent of total free world aid in 1959.

Table IV

ESTIMATED OFFICIAL ECONOMIC AID
TO UNDERDEVELOPED COUNTRIES--1959

Percentage
Source of Aid Amount of Totzl
(dollars millions)
International Cooperation
Administration $1,239 20%
Export-Import Bank 476 10
Development Loan Fund 518 11
Public Law 480 933 20
U.8. Bilateral Subtotal 3,166 67
United Nations 105 2
{technical assistance,
children's fund, refugee
programs)
International Bank for
Reconstruction and
Development 490 11
Non-U.S., Bilateral a29 20
(France, U.K., Australia,
New Zealand, Japanese
Reparations)
International Finance
Corporation 10 -
. T
TOTAL $4,700 100%

Table V provides a breakdown of Mutual Security military and eco-
nomic aid to all countries by region and category for FY 1959. This
table shows that 44.5 percent of Mutual Security aid in 1959 was for
strictly military purposes—-—-for furnishing military equipment, train-
ing, supplies, and services.
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A higher percentage of the total aid can be considered as military
if "Defense Support"” funds are taken into account.
ing to $807.1 million (23.5 percent of the FY 1958 total) are normally
classed as economic aid rather than military aid, because they are used
to finance commodities consumed in the civilian sector of the economy in
However, the Defense Support commodities are
sold for local currencies that are used primarily to defray local mili-
tary costs. Thus Defense Support funds serve {o meet internal expenses
of military programs in aid receiving countries.
local currency derived from Defense Support funds, aid receiving coun-
tries would be unable to finance their own military budgets without re~
sorting to inflationary currency expansion and without curtailing eco~

2id receiving countries.

nomic development programs and essential government services.

Table V¥

MUTUAL SECURITY PROGRAM--
FISCAL YEAR, 1959

(Millions of dollars rounded)

These funds, amount-

In the absence of the

Tech-
Military nicai Special
Total Assist- Defense Cooper- Assist- Other
Region Program ance Sunport ation ance Program DLF

Europe $ 480.5 $ 349.6 $ 50.0 $ 3.0 § 22.0 % 2.8 $ 53.1
Near East and

South Asia 1,068.9 420.6 218.0¢ 41.5 102.4 - 286.4
Africa 126.86 10.7 - 14,1 83.0 - 18.8
Far East 1,425.8 726.8 538.7 32.6 9.1 - 118.6
Latin America 169.4 66.8 - 34.2 24.2 - 44 .2
Undistributed

and Nonre-

gional 403.5 202.9 0.4 41.8 38.0 120.4 -
Less Prior Year

Availability {240.9) (240.9)

TOTAL $3,433.8 $1,536.5 $807.1 $ 167.3 $ 278.8 $ 123.2 $521.2

(Fiscal Year

1959 Program)
Source: Report to Congress on the Mutual Security Program for the First Half of

Fiscal Year 1959, Washington, 1959, p. 7.
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Synopsis of Major U.S. Bilateral Programs to Promote
Development Progress in Underdeveloped Countries

The following synopsis is not a complete listing of U.S. bilateral
aid programs, but it shows programs considered to have had a major impact
on the development progress of underdeveloped areas. The funds furnished
to underdeveloped countries under the major U.S. bilateral aid programs
are shown in Appendix A.

Export-Import Bank of Washington. Export-Import Bank operations
were initiated in 1934 to promote American exports. The functionsof the
Bank were expanded in 1841 to assist Latin American countries then cut
off from normal European supplies by the war. The Bank now stresses
development loans repayable in dollars and tied to the export sales of
American industry, Although its emphasis has been placed traditionally
on serving American exporters, the Export-Import Bank has been an im-
portant source of capital for development programs. The Bank has auth-
orized about $5.0 billion in credits or 48 percent of its total credits
to underdeveloped countries as of June 30, 1959,

Office of Inter-American Affairs. Early in World War II, the
Office of Inter-American Affairs initiated joint programs with Latin
American countries to promote improved health, education, and agricul-
ture. Although the program was a logical extension of the Good Neighbor
policy, it was motivated in part by security considerations stemming
from the importance of Latin American resources auring the war. This
brogram was a pioneering venture into what is now called "technical
cooperation”.

Greek-Turkish Aid Program. With Soviet expansion threatening
Greece and Turkey in 1946 and 1947, the United States initiated a brief
but vigorous economic program that blunted Soviet advances and prepared
the economic base in Greece and Turkey for development progress under
the Marshall Plan.

Marshall Plan (as related to underdeveloped countries). In 1948
the Marshall Plan was not directed primarily toward Promoting progress
ir underdeveloped countries, but it did serve to strengthen the econ-
omies of Greece, Turkey, Portugal, and various dependent overseas ter-
ritories in Africa.

Point Four Program. On January 20, 1949 the President announced
the Point Four Program, and in 1950 Congress approved the Act for
International Development. The program stressed the improvement of
technical skills in underdeveloped areas. Initially administered by the
Department of State, in 1953 the Point Four Program was merged with other
world-~wide technical assistance activities under the Mutual Security
Progran.
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Mutual Security Program. In 1251, following the communist take-over
of China and the Koresan War, the Mutual Security Program was initiated to
provide military and economic aid to countries where the United States
had a security interest. The economic aid portion of the Mutual Security
Program now includes the following major components:

1. Defense Support funds used to finance commodities
that are imported and sold internally by aid-receiving
countries to raise local currency for the military
effort.

2. Technical Cooperation funds used to promote technical
skills in underdeveloped countries through training and
demonstration.

3. Special Assistance funds used in countries not re-
ceiving Defense Support aid, intended to cope with emer-
gency situations such as those occurring recently in
Jordan, Lebanon, Bolivia, and West Berlin where special
economic aid is needed; alsc Special Assistance funds
used to achieve humanitarian objectives such as world-
wide malaria eradication.

4. Development Loan Fund stresses loans for projects
in underdeveloped countries where borrowers are
unable to repay in hard currencies.

The Development Loan Fund (DLF) has concentrated particularly on
projects to achieve development progress in underdeveloped countries. Of
the $623 million in loans extended by the DLF since its inception in
FY 1958, 99.5 percent have been made to underdeveloped countries for
development projects.

Funds provided under the other economic aid components of the
Mutual Security Program, although far larger in combination than DLF,
have been directed in a much lesser degree toward the attainment of
development progress in underdeveloped countries. As of June 30, 1959,
economic aid furnished under the Mutual Security Program plus that furn-
ished by preceding programs under the Marshall Plan, amounted to $25.4
billion. Of this amount, $10.6 billion, or 42 percent, was extended to
underdeveloped countries. In recent years, however, much of the Mutual
Security Program economic aid to underdeveloped areas has fallen in the
category of Defense Support. For example, in FY 1958 and FY 1959, 52
percent of all Mutual Security economic aid to the underdeveloped areas
was classed as Defense Support. Since the Mutual Security econocmic aid
serves a dual purpose, eccnomic and defense, it is difficult to gauge
the degree of emphasis placed on the development phase alone, but stress
on development is secondary to defense.

The implementing responsibilities for economic aid components of
the Mutual Security Program are as follows:
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Defense Support--International Cooperation Administration

Technical Cooperation--International Cooperation Administration

Special Assistance-~International Cooperation Administration

Development Loan Fund--Administered by a separate agency, the
Development Loan Fund, but utilizing some services of the
International Cooperation Administration .

Policy guidance for the Mutual Security Program comes from the
President and the National Security Council in the case of Military
Assistance, from the Department of State in the case of Defense Support,
Technical Cooperation, and Special Assistance, and from an inter-agency
management board in the case of the Development Loan Fund. (S8ee Foreign
Affairs Responsibilities in the Executive Bramch in Appendix C.)

Public Law 480 Programs. Since 1955 agreements have been reached
with thirty-seven foreign countries (as of June 30, 1959) under Public
Law 480 (83rd Congress), The Agricultural Trade Development and Assist-
ance Act of 1954. Under this Act the United States disposes of agri-
cultural surpluses abroad. Agreements under Title I of Public Law 480
provide for the sale of agricultural commodities for local currency, over
half of which has then been loaned to the receiving country for jointly-
agreed economic purposes.

Executive responsibility for the Public Law 480 programs rests with
the Department of State and the International Cooperation Administration
under policy guidance from the Interagency Committee on Agricultural
Surplus Disposal. The Department of Agriculture exerts a major voice in
policy decisions of the Committee and in eXecutive decisions as well.

Synopsis of Major Multilatériasl Programs To .
Promote Development Progress in Underdeveloped Countries

The following synopsis lists post-World War II multilateral pro-
grams thought to have achieved a major impact on the develcpment progress
of underdeveloped countries. Two proposed programs are also listed, the
International Development Association and the Inter-American Development
Bank. These proposed programs are not yet operating but may play im-
portant roles in future programs aimed at development progress. The
relative fiscal contributions of the more important established programs
are shown in Appendix A.

United Nations Technical Assistance Programs. Eight specialized
agencies of the United Nations provide technical assistance chiefly to
the underdeveloped countries in the following fields: agriculture (FAQ),
labor affairs, (ILO), education (UNESCO), hezalth (WHO), civil aviation
(ICAC), telecommunications {ITU), meteorology (WMO), and atomic energy
(TAEA). The International Monetary Fund (IMF) and the Internationsal
Bank for Reconstruction and Development (IBRD) also furnish technical
assistance but as a secondary function.
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United Nations Special Fund. Since 1958 the United Nations Special
Fund has begun to finance technical surveys preregquisite to investment in
development projects.

Colombo Plan. Largely on the initiative of the British Commonwealth
Countries in Asia and Oceania, the Colombo Plan was formed in 1950 to
coordinate external technical assistance and development plans chiefly
for the benefit of underdeveloped member Asian countries. The United
States joined the Colombo Plan in 1951.

Organizations of American States {0AS). Twenty-one American
nations including the United States are members of the OAS., Under its
April 30, 1948 charter, the OAS facilitates the interchange of technical
information and skills among member nations and coordinates external
technical assistance where it can be extended on a regional basis. The
CAS has carried on the work initiated by the wartime Office of Inter-
American Affairs.

United Nations Relief and Works Agency (UNRWA).

The UNRWA concentrates on refugee problems in the Middie East,
principally the problems of Arab refugees who were inhabitants of what
is now Israel prior to 1947. UNRWA has helped stabilize a potentially
explosive political situation and improved the climate for economic
development in the Middle East.

International Bank for Reconstruction and Development (IBRD). The
IBRD has made a significant impact in development progress. Since 1947
IBRD loans to underdeveloped nations have totaled more than $2.5 billion.
IBRD loans are ordinarily repayable in hard currencies.

International Development Association (IDA). In October 1959 the
Board of Governors of the IBRD proposed the establishment of IDA as an
affiliate of the IBRD with IDA capital of $1.0 billion, the United
States subscribing $320 million. If subscriptions are voted by member
nations, IDA will come into being and may then play a significant role
in development progress when borrowers cannot meet the customary hard
currency repayment requirements of the IBRD. A major purpose of IDA
will be to facilitate loans in local currencies to member nations of
the IBRD.

Inter-American Development Bank. The proposal for a regional
development bank for Latin America was approved by 21 nations and the
United States on April 8, 1959, The United States meanwhile had re-
quested the Congress for an initiail subscription of capital which,
however, would become available for use only if further subscriptions
were forthcoming from the Latin American countries. If sufficient funds
are subscribed, the Inter-American Development Bank will be established
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January 1, 1960 and could then facilitate non-dollar locans to augment
the total capital availazble for development purpcses in Latin America.~

International Finance Corporation (IFC). The IFC is a separate but
subsgidiary lending institution of the IBRD. The IFC emphasizes small
ioans that, in conjunction with larger amounts of private capital, serve
to stimulate private investment in underdeveloped countries. Loans made
from August 1957 to Juhe 30, 1959 totaled $19.8 million of which 96 per-
cent were made to projects in underdeveloped countries.

International Monetary Fund (IMF}. The IMF does not finance develop-
ment projects as in the case of the IBRD and IFC. It serves rather to
remedy on & short-iterm basis temporary imbalances in the international
accountg of member countries. It has an important influence on develop-
ment progress in the sense that it facilitates the continuation of import
Programs in member countries despite temporary shortages of foreign ex-
change. The IMF is playing an important role in negotiating "package"”
programs combining internal fiscal and monetary stabilization with the
provision of foreign exchange resources. Underdeveloped countries that
have drawn exchange from the IMF include Bolivia, Brazil, Burma, Chile,
Colombia, Cuba, India, Indonesia, Paraguay, Peru, and Bgypt.

Overseas Countries and Territories Pevelopment Fund. Under the
terms of the Common Market Treaty (effective January 1, 1958) six coun-
tries (France, West Germany, Italy, Belgium, Luxembourg, and the
Netherlands) organized the Overseas Countries and Territories Development
Fund with a reported capitalization of $581 million. The fund is being
used principally in Africa to extend financial heip to hospitals, schools,
and training institutes in overseas territories associated with the
Common Market countries.

Other National Programs {Aid to Dependencies and Aid Thr ough

Reparations). Since World War I¥, substantial aid to underdeveloped
countries has been extended by colonial nations in Europe, principally to
strengthen colonial ties. Due in large part to French and U.K. assist-
ance, the underdeveloped countries of Africa have received an est.mated
88 percent of post war aid from colonial mother countries. Although much
of this aid has been for administration of colonial areas, it has served
in part fo promote development brogress. Recently, West German business
community investments in Africa that are backed by guarantees of the West
German government have been an important source of capital for African
countries.

In Asia, Japanese reparations are beginning to have a major impact
on four recipient countries, Burma, Indonesia, the Philippines, and
Viet-Nam.

l/ The Bank was established.
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Part JII1

TRENDS

Increase in the Number of Independent Underdeveloped Countries and in
U. S. Aid Required

Twenty-two countries in Asia, the Middle East, and Africa, with a
combined population of 744 million, have become independent since World
War II (Appendix F). Four more countries in Africa, with a population
of approximately 40 million people, are firmly scheduled for independence
in 1960. The remaining colonies, protectorates, and territories
associated with colonial powers will probably achieve independence within
five to ten years, adding another 120 to 130 million to the total of
newly independent peoples.

Prior to World War II, areas where newly independent countries have
now emerged were regarded by the United States ag the responsibility of
colonial powers and were given little consideration in U, S. foreign
policy decisions. Today, however, the newly created countries are being
given special policy attention. Most of them have become recipients of
economic and some of military aid from the United States.

The increased measure of U, S, attention and aid to these countries
springs in part from the exaggerated expectations of newly independent
peoples of the venefits fiowing from independence. The pelitical
stability of new governmeéntis depends in part on the extent to which the
people’s expectations are met. Efforts to seek ~id have often become
more urgent because of the scarcity of skilled pcople in new countries,

a sudden curtailment of the support received from former colonial powers,
and the reluctance of private investors to commit themselves in situations
of unproven political stability,

In these circumstances the new governments typically turn for help to
the United States, the communist bloc, or the multilateral lending agencieg--
sometimes to all three simultaneously. New countries are often unable to
meet IBRD criteria for sound, well-justified projects. United Nations
technical assistance is limited and cannot be fully responsive toc the
needs. The unwillingness of the United States to allow political and
economic instability to threaten the existence of a new country stems
from the fear that such conditicons would provide an opening for communist
expansion that might jeopardize free world security,

Of the 22 newly created ccuntries, only one, Syria, has not asked
for American aid through the Mutual Security Program. Of the 21 that have
asked for Mutual Security Program aid, all have received it except Guinea,
and negotiations with Guinea are now {December 1959) in progress with a
view to furnishing assistance on a mutually satisfactory basis. OFf the
22 new countries, eight are, or have been, recipients of U, 5. military
aid, Reportedly, Soviet economic assistance has been extended to ten of
the new countries.
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Rising Communist Influence by Aid, Trade, and Example

It seems reasonable to assume that in the coming decade the communist
bloc will continue to expand its economic aid and trade with the newly
developing countries. What is more, if the emphasis in the cold war shifts
from military to economic competition, a vastly expanded communist effort
to estaklish closer ties with the uncommitted nations of the world should
be expected. This expansion of Soviet activities may also receive
heightened acceptance in the underdeveloped countries as: (1) Soviet
abilities and self interest lead to a more aggressive policy of economic
competition; (2) the developed nations of the free world are unable to
purchase all the commodities produced by underdeveloped countries that the
latter must sell on world markets to provide essential foreign exchange;
and (3) the developed countries of the free world continue to provide what
seems to be, in the light of unremitting political pressures in the newly
developing countries, insufficient assistance to achieve tangible results.

A study of Soviet strategy and advancing capabilities leads to the
conclusion that the aid policies of the Soviet will probably continue to
be oriented toward specific political objectives abroad, and that their
trade policies will be strongly affected by political considerations abroad
and economic needs at home. The fact that the Soviets are now patiently
training large numbers of technicians in languages of the underdeveloped
countiries indicates they are planning a serious long~term program of aid
activities abroad.

Recent Sino-Soviet aid and trade activities outside of their own =zone
of influence can be considered as the experimental beginning of larger
programs of activity. This experimental effort provides them with much
valuable experience that should help them to aveid future mistakes.

The distribution of estimated Soviet aid from 1954 to June 1959 is
given in Table VI. This table suggests the economic preponderance of
Soviet help--about 71 percent. Of the total U, S. economic aid {exclusive
of Defense Support) about 54 percent in 1959 was for actual economic
purposes. The larger part of Scoviet aid has been concentrated on only a
few countries outside the communist bloc, principally Egypt, Syria, India,
and Indonesia. 1If Soviet aid expands, and many experts believe it will
expand, pressures for increased free worlid aid will undoubtedly rise.

Totalitarian methods adopted by the Sino-Soviet nations have
achieved gains for their own economies, but at the sacrifice of human
values. Nevertheless the Soviet economic attainments present an appealing
example to some underdeveloped countries. In the past, ruthless political
suppression of the communist variety has appealed to some leaders as a
way to achieve stability; collectivization or the commune system,
distasteful though they are from the individual viewpoint, have been
viewed as acceptable methods for achieving economic progress by countries
that have adopted the communist system. In this situation, the free
world system is challenged to demonstrate a capacity to achieve gains in
living standards and to render the communist alternative less attractive
to underdeveloped countries.
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Table VI

COMMUNIST BLOC AND UNITED STATES GOVERNMENT ASSISTANCE TO SELECTED

UNDERDEVELOPED COUNTRIES JULY 1, 1954 to JUNE 30, l9s¢
(Millions of Dollars)
Communist Bloc Total Assistanc / .8, Economig;/
Total Military Econeomic— Assistance—~
Middle East
and Africa 1042 431 611 1197
Egypt 507 250 257 140
Syria 339 145 124 2
Ethiopia 100 - 100 56
Guinea 35 - 35 2
Iran 3 - 3 353
Iraqg/ - - - 15
Turkey 12 - i2 623
Yemen 46 36 10 7
South and South-
East Asig 971 215 756 24e5
Afghanistan 150 32 118 85
Burma 432 - 42 71
Cambodia 22 - 22 173
Ceylon 49 - 49 54
India 337 - 237 1166
Indonesia a3s 163 175 189
Nepal 33 20 13 19
Pakistan - - - 738
Europe 225 - 225 855
Iceland 5 - 5 25
Yugoslavia 220 - 220 630
Latin America 8 - 8 962
Argentina 6 - € 345
Brazil 2 - 2 817
TOTAL 2246 646 1690 5309

a/ Data on U.S. military assistance to individual countries are classified and
therefore omitted from the table,

b/ Including about $167 million in grant aid to Afghanistan, Cambodia, Ceylon,
Egypt, Guinea, India, Nepal, Pakistan, and Yemen,

¢/ Including the following: ICA obligations; Development Loan Fund Commitments

announced through June 30, 1959; PL 480 asgistance and agricultural surplius aid
unger the Mutual Security Act; development loans by Export-Import Bank.

d/ Soviet aid has been extended to Iraq but amounts are not known,
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fequirements for Personnel Abroad

Demands for specialists to engage in technical assistance in newly
developing countries have increased rapidly and show no signs of diminishing.
In the ICA, which administers the economic¢ aid portion of the Mutual Security
program, the number of technical experts (exclusive of administrative
persommel) employed has steadily risen each year, Since 1856 the annual
average growth in the number of technicail experts has been nearly 16 percent
as shown below.

ICA Technicians Overseas

(Technicians hired directly by ICA
plus technicians under contract)

1956 3,964
1957 4,494
1958 5,568
1859 6,479
1960 7,117 (ICA estimate)

In the United Naticns technical assistance programs, the increase has
not been rapid largely because of budgetary iimitations. The total
number of U. N. technicians overseas in 1958 was 1,521 as compared with
1,360 in 1955. 1In both the U, N. and ICA, however, the demand for
technical experts has exceeded the supply, and recruitment has sericusly
lagged behind the number of requests for technical personnel.

There are several reasons why the number of experts needed in
underdeveloped countries is likely to increase. Independence is heing
granted to new countries in Africa by the United Kingdom and France, and
eXperts will be needed to replace the colonial civil servants who formerly
held key positions in government bureaus. The newly independent countries
suffer from a basic lack of skills and facilities for training. The
fulfillment of the need for technical skills by local sources will not be
accomplished for many years. As local officials and businessmen are
trained, they become even more sensitive to local deficiencies and lead
their underdeveloped ccuntries to request additional experts from abroad,.

To meet the growing need for exXperts to serve overseas, a number of
trends have emerged. The ICA is taking steps to establish a career status
for its technical experts and has initiated training programs to broaden
the skills of the personnel already employed. In the underdeveloped
countries, training programs arc being accelerated, more stress is being
placed on the training of local nationals abroad, and greater attention
is being directed to manpower requirements now and in the future.

As yet no systematic study has been made of the requirements for
skilled human resources that will be demanded from industrialized
countries to promote the goal of development progress during the iong
period before the underdeveloped areas have trained their people in
modern, complex, and professional skills. In relation to the need, the
attention being given to the training of human resources in the many
skills which rapid economic and industrial development require is still
inadequate. Human rescurces Planning and development deserves far greater
efforts than has been the case to date,
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Magnitude of Aid Requirements

It is impossible to quantify accurately the magnitude of aid require-
menis over any given period of time. Such questions as absorptive capacity,
types of programs, sources of capital and commodities, the rate of private
foreign investment, and, above all, the number and availability of trained
specialists and administrators are all variables which make it impossible
to project aid demands with any degree of realism. Nevertheless the
question of "how much?” has arisen so often that attempts have been made
to gquantify the capital requirements of underdeveloped countries. Three
recent estimates are summarized below.

The Maxwell Graduate School of Citizenship and Public Affairs at
Syracuse, New York, studied the subject of external capital requirements
for emergent countries in a report of November 11, 1959, for the Committee
on Foreign Relations of the Senate.

In arriving at its requirement estimates, the Maxwell School study
first assumes that the combined GNP of free world underdeveloped countries
is $165.0 billion, that population of these countries is 1.1 billion, and
that average per capita GNP is about $150. A further assumption is that
the capital output ratio is 3 to 1--i.e., $3.0 billion in capital is
needed to yield a $1.0 billion increase in GNP. (This ratio compares with
the Indian second five-year plan ratio of 2.3 to 1.)

If the population of underdeveloped countries rises by 1.5 percent
annually, the increase in population for the first year would be about
16.5 million people--the Maxwell School study believed this to be a low
estimate. Multiplying the capital output ratio by per capita GNP and the
number of additional people gives the amount of capital needed just to
keep pace with the population increase the first year alone--3 times
$150 times 16.5 million equals $7.26 billion or about $7.5 billion. Per
capita annual GNP growth is about 1.9 percent in the United States.
Assuming that a per capita GNP annual growth rate of 1 percent, i.e.,
$1.50, is desirable in the underdeveloped countries, then in addition to
the $7.5 billion, $5.0 billion, or a total of $12.5 billion, in capital
would be needed; if a 2 percent increase were desirable, then an additicnal
$10.0 billion, or a total of $17.5 billion, in new capital would be
required. The Maxwell School study points out that the underdeveloped
countries themselves have a modest capacity for capital formation; it was
estimated at $7.0 billion annually. This figure deducted from the total
capital requirement suggests the need for external capital of about
$10.5 billion.

The Maxwell School study indicates that the assumption regarding the
capital output ratio could be 4 to 1 rather than 3 to 1; the population
growth each year might be estimated at 1.7 percent rather than 1.5; and
the figure for domestic capital formation might be higher. Any of these
variables could yield a different result, but the study believes the
total magnitude of $10.5 billion to be roughly correct as the annual input
of external capital necessary to achieve a 2 percent increase in GNP. The
study states that external capital of about $53.0 billion is already
being furnished through various aid programs and private investment. This
indicates that in the near future the annual deficiency in new capital,
to achieve a 2 percent increase in per capita GNP, is about $5 billion.
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In the October 1959 Foreign Affairs, Paul G, Hoffman's article entitled
"Operation Breakthrough” presents another estimate of capital needs for
underdeveloped countries during the decade 1960-1970. Hoffman assumes that
underdeveloped countries themselves have the capacity to generate capital
at an annual rate of $6.0 billicn, rising to an annual average of $7.0
billion during the decade. The Hoffman study then assumes that external
capital of $3.0 billion is now being supplied annually but total external
capital should be raised to $6.0 billion annually to achieve a2 "minimum
acceptable increase in per capita income during the decade.” Underlying
assumptions for this estimate are not presented in detail.

A third estimate of capital requirements was made by the Center for
International Studies at the Massachusetts Institute of Technology-~--
A Proposal, Key To An Effective Foreign Policy by Max F., Millikan and
W. W. Rostow (Harper & Brothers, 1957).

The capital estimates in the MIT study are preceded by comment to the
effect that as economic development takes place, the capacity for domestic
capital formation also increases ultimately to reach the point where exter-
nal capital is no longer required. The need for external capital, the
authors conclude, is not likely to continue for "more than ten to fifteen
years.,” 1In the interim, however, the need for external capital exists and
is increasing,

The MIT study also uses a capital-output ratic of 3 to 1. To achieve
an annual 1.5 to 2.0 percent increase in per capita GNP, the MIT study
concludes that an additional $3.5 billion in capital is needed over and
above existing aid and investment programs. This figure added to the
magnitude of current capital input which the MIT study assumes to be $3.0
billion would yield an annual external capital requirement of $6.5 billion
for the underdeveloped countries.

To summarize the three estimates, the Maxwell School study estimates
a2 minimum annual capital requirement of $10.5 billion to achieve a 2 percent
increase in GNP, the Foffman study suggests an annual figure of $6.0 billion,
and the MIT study suggests a figure in the neighborhood of $6.5 billion.
None of the three studies covers precisely the same countries, each is
based on slightly different assumptions, and none of the studies defines
what portion of existing economic aid would be classed as a contribution
to development progress,

It is clear, however, that the present availability of external capital
is far below the Maxwell School estimate but closer to the other two
¢stimates than is generally realized. Table IV shows 1959 U, §S. government
aid programs for underdeveloped countries and other aid sources as
totaling $4.7 billion. Of this figure, probably $1.0 billion cannot be
congsidered development aid, i.e, half the ICA total or $0.6 billion and
about $0.4 billion of PL 480 financing for nondevelopmental expenditures
and military costs. On this basis, possibly $3.7 billion of the 1859 aid
total could be classed as capital which makes a contribution directly to
development progress in recipient countries.

Annual new private investmernt in underdeveloped countries might range

as high as $2.0 billion. U. S, private investment is estimated at $1.6
billion annually, and West European private investment was estimated

24




by the United Nations at $433 million annually in the 1946-1952 period.
Thus the total flow of capital for development purposes might be about $5.7
billion. With Sino-Soviet capital of $0.3 billion added annually, the
total external capital available to underdeveloped countries would come
close to the Hoffman and MIT estimates.

A major problem, however, in assessing the adequacy of the present
external capital availability lies in the definition of what portion of
economic aid constitutes real development assistance. About 46 percent of
all Mutual Security Program economic aid in fisecal years 1958 and 1959,
for example, is classed as Defense Support, another 17 percent is classed
as special assistance. Much of this economic aid is not truly develop-
mental but consists rather of imports needed to meet supply requirements
of the recipient countries. Without such imports, the economic base for
development would indeed crumble, but at the same time, such commodity
imports for consumption only are not contributing directly to development
brogress. It can be argued that only the technical cooperation and the
DLF components of the Mutual Security Program contribute directly to
development. If this assumption were made, then total external capital
availabilities for development in 19859, based on the development portion
of aid in Table 1V plus private investment, would be about $5.3 billion.

As pointed out earlier, the most important question in the study of
development progress is: How fast can the underdevelcoped countries begin
to close the gap between their living levels and those of the advanced
countries?

An annual per capita GNP growth of 2 percent might appear satisfactory
from the standpoint of current growth and might also in some countries
reflect the maximum capacity to absorb capital. However from the stand-
point of "catching up,"” a much faster rate than 2 percent is needed. A
2 percent arnual rate of growth compounded annually would mean a doubling
of per capita GNP in 35 years. For example K the present per capital GNP
of $263 in Spain would be $526 by 1995--5till far below even the current
U. 8. level of $2,379 per capita.

The question thus inevitably arises: Can the tremendous gap in living
standards be allowed to persist because of pedestrian rates of growth or
does the world political situation demand a vastly accelera-ed rate of
growih in the underdeveloped countries? This is a question of political
Jjudgment and not one of economics.

In view of the emergence of more independent countries each year, the
rising aspirations of all underdevelcped nations, the growing absorptive
capacity for capital, and above all population growth, the higher estimates
for development capital requirements for the next ten years made in the
Maxwell School study would appear to be minimum.

Foreign Exchange Dilemma of Underdeveloped Countries

A number of trends adversely affect the balance of payments of under-
developed countries. First, the import requirements of the underdeveloped
countries tend to rise faster than their exports. In the 1928-1957 period,
imports of the underdeveloped countries rose about 4 times, while exports
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rose only 3 times, As development progresses, demands arise for imported
items not previously nseded. Each new plant built in an underdeveloped
country tends to set up an import requirement, initially for the capital
equipment and then for such items as spare parts, fuel, or raw materials.
Once the development process has hegun to advance, more products are
domestically made, capital goods imports diminish, and shortages of foreign
exchange become less acute, Only at such a relatively advanced stage does
a reversal of the trend toward import surpluses tend to take place,

A related trend is that the increase in imports for the underdeveloped
countries is not matched by an increase in demand for their exports. For
example, in 1928 the underdeveloped countries had an export surplus of
$1.7 villion., In 1957, however, the situation was reversed and the under-
developed countries showed an import surplus of about $3.4 billion. Thug,
the newly developing countries face the prospect of needing more foreign
exchange without the benefit of & corresponding demand for their products
on the world market,

There are three principal courses of separate or combined action
available to the underdeveloped countries for meeting the foreign exchange
problem-~trade, foreign investment, and economic aid,

The alternative of trade is precarious because of widely fluctuating
world market prices for primary products. 1In the case of Brazil, Haiti,
Guatemala, Colombia, and El Salvador, coffee exports account for 70 to 80
percent of export earnings. The price of coffee since 1853 has advanced
over 60 percent and failen back again to 1953 levels or below. In the
case of Taiwan, 51 percent of all export earnings are derived from sugar;
sugar prices within & period of less than two years rose by 80 percent
but then declined by 40 percent. About three-fourths of the world's
natural rubber originates in indonesia, Malaya, Thailand, and Viet-Nam, and
the foreign exchange earnings of these countries depends heavily on world
rubber prices. In the period 1953-1858, the price of rubber fluctuated
from 100 percent above to 20 percent below the 1953 average. The develop-
ment of synthetics, for example, in fibers, rubber, and flavorings, can
further aggravate the expert problems of primary producing and one-crop
economies,

Foresign investment, a second alternative course of action, available
to the undérdeveloped countries cannct be counted on to meet a major
portion of the requirements for external capital without more and bolder
programs on the part of both the providing and the receiving countries,
To the extent that private investment does flow to underdeveloped countries,
it has proved invaluable in stimulating technical development and upgrading
management skills. The record, however, shows that except in the extractive
industries, U. S. private investment flows to the developed areas-~i.e.,
Canada and Europe.

The third ccurse open to underdeveloped countries is to request economic
aid. As mentioned earlier, of the 22 nations achieving independence since
1945, all except one (Syria) have requested Mutual Security Program z2id from
the United States, One ¢ountry, Burma, initially requested U. S§. aid but
came to resent the seeming political and military implications of the
Mutual Security Program and terminated American aid shortly after 1951.
However the need for external capital in Burma became S0 urgent that in
1957 American aid was sought again and was resumed in 1958,
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None of these courses, separately or in combination, has yet solved
the vicious circle of development progress--imported capital equipment,
materials, and technology that require hard currency which in turn
requires a foreign exchange earning capacity. The soft loan technique,
discussed elsewhere, represents an attempt to overcome what to many under-
developed areas is a very serious foreign exchange dilemma,
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Part IV
PROBLEMS AND ISSUES
AND A PRECIS OF FINDINGS

In reviewing problems of development progress in undérdeveloped areas,
private and governmental groups in the United States have debated certain
policy issues extensively in recent years. The more significant and
controversial of these issues are briefly analyzed and findings stated in
the following bages. A precis of the findings is previded below.

1. aid to underdeveloped countries should not be curtailed solely
to improve the tnited States balance of payments,.

2. The multiplicity of aid sources with varying policies and
- procedures results in confusion abroad and ineffective
m:hilization of. total resources available for promoting
devei opment progress,

3. Western European countries, the United Kingdom, and Japan,
because of their Trising economic strength and increasing
concern for world development progress, should contribute
more extensively to aid programs in underdeveloped countries.

4. While bilateral United States aid programs should continue in
order to meet special United States security interest,
development assistance should increasingly be furnished on
a multilateral basis.

5. The United States should encourage Soviet participation in
multilateral efforts contributing to the goal of development
progress,

6. In view of the long-range nature of economic development, the
multi-year program approach should be adopted.

7. The current United States practice of packaging economic and
military aid under the Mutual Security Program tends to
perpetuate public misunderstanding of the central purpose
of aid for development, to discourage multilateral partici-
pation, and to lessen acceptability of United States aid in
neutralist countries.

8.. A combination of grants and loans is needed to attain develop-
ment progress in countries where repayment capacity is
limited,

9. Although private investment zlone is not capable of achieving
development progress in emergent countries where financing
for infra-structure is needed, it is a vehicle for economic
development and technological transfer which has not begun
to make its full contribution,
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10. Local currencies owned by the United States can facilitate
efforts to direct a country's resources into the most produc-
tive channels for accelerating development progress.

11. Despite potentially conflicting interests between United
States government agencies and between the United States and
foreign supplying countries, the transfer of rescurces in the
form of agricultural commodities is proving to be a valuable
means of stimulating development progress,

12. Public confusion regarding economic aid could be lessened

by a clear-cut and sustained public informsation effort to
define the need for development assistance.

United States Balance of Payments Problems

United States balance of payments problems of the last several vears
have led to .-e realization that the over-all dollar shortage which gave
rise to the .roblems of "dollar gap” in the initia: post-World War II
period have disappeared; in fact, a reverse dollar gap of no mean propor-
tions has arisen and has led to an outflow of gold at an annual rate
estimated at several billion dollars, Even with our current gold stock
of about $20.0 billion, it is obvious that such a drain cannot continue
indefinitely,

To some observers the continued outflow of gold has been alarming,
giving rise to suggestions that both military and economic assistance
programs be curtailed for balance of payments purposes. There is no
question but that a continued deficit of large proportions in our balance
of payments would become a serious matter. There is 2lso no question but
that military and economic assistance programs, when added together with
overseas military payments, constitute a large portion of total U, S.
payments.

The real question is whether there are alternative and more positive
steps that might be taken to rectify the balance of payments situation
(already beginning to improve) other than a drastic revision in basic
policies involving trade and aid. Two such steps are obvious and are
being taken. The first is to use the present situation to negctiate the
removal of the remaining discriminatory provisions which other countries
have imposed upon U. 8. exports, for dollar shortage reasons no longer
valid. The second is to provide encouragement for a more concerted export
drive on the part of American industry. Techniques for guaranteeing the
extension of longer-term credit used so successfully by Germany and other
European exporting countries might well be adapted to American exports,

An important fact, too often overlooked, is that the deterioration of
America's balance of payments position has not led to an improvement in
the foreign exchange position of underdeveloped areas. To reduce the
amounts of loans and grants extended to underdeveloped areas for development
purposes might improve our balance of payments position slightly, but
certainly only at the risk of seriously damaging the goal of development
progress in these areas.
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Those industrial countries which have improved their foreign exchange
reserve positions--Western Europe, the United Kingdom, and Japan--are now
in a much better position to participate more fully with the United States
in making resources available to underdeveloped areas for development
purposes, The subject of burden sharing is treated elsewhere in this
baper. Suffice it to say here that study should be given not only to
increasing the amounts of development assistance available to underdeveloped
areas, but also to better methods of cooperation among the industrial
countries which can now afford to make larger amounts of such assistance
availahle,

Two major conclusions emerge from the current discussion about our
balance of payments position and its relationship to economic aid, One is
that the United States still has a much more comfortable gold reserve than
any other country in the world, and that the loss of gold appears to be
slowing down., The second is that methods for improving our balance of
paymenis position are available to us without resorting to such short-term
expedients as forcing "tied loans," i.e. directing aid procurement to the
United States only, or reducing the amount of assistance available to the
underdeveloped areas,

Multitude of Aid Sources and Lack of Coordination Between United States
Programs and Those of Friendly Foreign Countries

Most of the underdevel oped countries, particularly those which are
newly independent, suffer severe shortages of qualified brofegsional and
technical perscnnel. They lack adequate staffs to make plans and to
arrive at decisions, Very often their greatest need is for help in
blanning, i.e. assessing priorities and deciding what kind of help they
need and when.

In these circumstances, it is disquieting to contemplate the way in
which aid from free worid sources is proffered to them, They are
pPresented with opportunities of financial and technical help by a number
of doners, with a variety of motives and a bewildering number of
regulations, limitations, and approaches. Decisions on the best use of
resources in the underdeveloped countries are not e€easy, and the way in
which aid is offered only makes the decisions more difficult,

Most of the underdeveloped countries have access to United Nations
technical assistance, the International Bank for Reconstruction and
Development (IBRD), and the United Nations Special Fund. Aid seeking
nations alsc have access to help from the United States in the form of
Defense Support or Special Assistance from the International Cooperation
Administration (ICA), loans from the Export-Import Bank or the Development
Loan Fund (DLF), and possibly local currency loans resulting from surplus
agricultural transactions under Public Law 480. U. S. help can be in the
form of technicians and training under the ICA technical cooperation
program, in connection with financing of pProjects by ICA or one of the
other agencies, or under the exchange programs operated abrocad by the
U. 8. Information Service, The underdeveloped countries may also solicit
offers of help from a variety of other donors with bilateral aid programs,
such as Germany, Israel, or the Soviet bloc., 1In addition, those countries
which are still colonies or are newly independent but retain a good
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relationship with the metropole have access to substantial technical
help from the colonial power.

The following official aid sources are available to most underdeveloped
countries for the purposes indicated:

Sources of Technical Assistance

ICA (Technical Cooperation), U, N, Special Fund, U. N,
Specialized Agencies (FAO, ICAO, ILO, ITU, UNESCO, WHO,
WMO, IAEA), Colombo Plan (Asia), Organization of Amervican
States (Latin America), Colonial Powers (in areas of their
special interest)

Sources of Economic Development Loans and Grants

international Bank for Reconstruction and Developnent,

PL 480 (Title I}, Development Loan Fund, Export-Import
Bank, International Finance Corporation, Soviet Union,
Colonial Powers, Franc or Sterling Area powers with
special local interest, Overseas Countries and Territories
Development Fund (Common Market Loan Fund for African
Countries), Japanese reparations and economic cooperation
funds (in Asian countries only)

Sources for Meeting Other Needs

Loans to governments and funds for military uses--PL 480,
Title I, ICA Defense Support and Special Assistance

Loans for stabilizing foreign exchange balances--International
Monetary Fund and, in areas of special interests, loans from
the Soviet Union, celonial countries, Israel, West Germany

Refugee resettlement--United Nations Refugee Fund

Investment guaranties--ICA private investment guaranty
program, Japan Export-Import Bank credits, West German
trade and investment guaranties

With this array of official assistance, there is a lack of coordina-
tion, confusion, and waste of scarce resources, At worst there is
deliberate competition as in the case of newly independent countries
where the former colonial power is unhappy to see other countries provide
aid since such action may dissipate the newly independent country's
continued dependence on the colonial power,

One example can illustrate how a country asks for help. A recipient
country can follow a variety of patterns in seeking help. The colonial
countries looking for help from the colonial power deal with the colonial
office, Newly independent countries usually arrange a treaty or conven-
tion covering assistance from the ex-colonial power and thereafter deal
with a number of different ninistries of the ex-colonial power in securing
help. They can ask the local U, N, Special Representative to present
requests for financial help to the Special Fund, or they can present their
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request directly. If they want help from the IBRD or IMF, they must make
their request directly and often the institution in question will send

out a team to look into the request. They can appraoch the U, 8, Operations
Mission (USOM) for help from the ICA or DLF although they can also make
their request directly to the DLF which may use the USOM or its own
resources to explore the request further,. They must approach the Export-
Import Bank directly in Washington and usually need the help of the U, s,
supplier in perfecting their request although assistance from the State
Department can often help,

For technical assistance they can arrange annual programs with the
U. N. Special Representative for technical personnel and training for help
provided through the various U, N. Specialized Agencies, or they can work
with the Technical Assistance Representative of the ex-colonial power or
the USOM Director, The United States has a separate exchange program
under which expert personnel and training in some fields can be secured by
applying to the U, S, Information Service. Frequently provision is made
for technical experts or training, quite apart from the technical assistance
programs as 2 feature of other financial help; for example, when a new
plant is constructed, local technicians are sent abroad for study.

The point has even been reached where many underdeveloped ccuntries
need assistance in determining the best use of the various aid sources
available., Some countries have had greater success in obtaining assistance
than other perhaps more needy neighbors simply beczuse they knew how to
ask for it.

Numerous efforts have been made to improve coordination between the
various agencies. The degree of success thus far achieved is difficult to
assess. A great deal of time and energy on the part of U. S, officials
and more so on the part of recipient country officials (often very few in
number) is taken up with problems of coordination and aid management.

In devising a solution to the problem, care would be needed (a) to
avoid dampening the initiative and willingness of countries and agencies
to contribute to the goal of development brogress and (b} to avoid
reducing total available aid,

Burden Sharing with Qther Industrial Countries

Development aid can be considered a burden on the U. S. economy.
First, it adds to the total Federal expenditures and thus becomes a tax
burden. Second, it can be lcoked upon as a foreign exchange burden which
the recent deficit in balance of payments has highlighted,

The so-called burdens of aid may be offset in time by the historically
Proven benefit of economic growth~-namely .,as areas industrialize, mutually
beneficial trade between thenm expands, The picture is therefore not a
simple one, and the aid given to newly developing countries cannot, even
in terms of economics, simply be dismissed as a large give-away effort.

Burden sharing has received particular attention in the last year as
a result of the U. §. balance of payment deficits of 1958 and 1959 and
European prosperity. It should be stressed, however, that ability to
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provide aid is more directly related to economic capacity than to foreign
exchange availability. Although European nations have witnessed rapid
economic growth, levels of living in Eurcpe are still substantially lower
than in the United States. Europe, however, should be expected to take
an increasing share of aid in the years to come.

In some instances, European countries will undoubtedly point to an
impressive level of effort in some underdeveloped countries that relative
to economic strength will show the United States lagging behind. For
example, the French in 1958 had more personnel assisting the independent
Moroccan government than the United States had in 211 of its economic
aid missions abroad,

Table VII shows the economic aid contribution of free world countries
in 1957. Reparations from Japan now annually transferring capital in
amounts valued slightiy above $70.0 million to Indonesia, Burma, the
Philippines, and Viet-Nam are omitted from the table. Contributions
made by West Germany in the form of government guaranties for private
loans are also omitted. With these added, the free world contribution,
exclusive of the United States, would be slightly higher.

With the growing Prosperity of Europe and Japan, Table VII suggests
a major potential for further capital contributions from non-U.S. sources
to the underdeveloped areas. However, the magnitude of total need appears
to be so great that such added assistance should not be viewed as a sub-
stitute for U.S. aid but as a net increase in available resources to
assist in attaining the development goal.

What is also needed is a greater degree of cooperation and coordina-
tion between the United States and other aid-giving countries. A
thorough study of the specific tasks which the developed countries are
being asked to perform and more cooperative use of scarce resources of
capital and trained manpower are indicated.

U.S. Bilateral Versus Multilateral Aid

A number of factors have caused the United States to continue ex-
tending aid on a bilateral rather than a multilateral basis. One reason
is that the assurance of U.S. control over aid Programs is used as an
argument to secure appropriations. Another is that special U.3. domestic
interests--disposal of agricultural surpluses, "'buy American" procurement,
and preferential use of American flag vessels in carrying aid shipments—-
can best be served through a bilateral program. Bilateral aid permits
the United States to move rapidly tc shore-up crisis areas like Jordan,
Laos, Lebanon, and West Berlin. The United States also enjoys freedom
of action in furnishing development assistance to countries of special
U.S. interest where U.S. bases exist or where local forces strengthen
defense perimeters--examples of such countries are Taiwan, Viet-Nam,
South Korea, and Libya. U.S. special interests are obviousliy better
served in the short-run through bilateral rather than multilateral aid.
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Table VII
BILATERAL GOVERNMENT ECONOMIC ASSISTANCE TO UNDERDEVELOPED COUNTRIESl/

(Expenditures in million U. §. dollars)

Gross National

Fiscal Fiscal Product, 1957 Ratic of

Year Year Per Capita 1957 Aid
Country 1958 1957 Total in Dollars to GNP

(Percent)

Australia $ 38.5 $ 34.3 $ 13,034 $1,337 0.263%
Belgium 5/ 8.0 10,950 1,178 .073
Canada 60.6 23.2 32,000 1,899 .073
France 754.4 837.5 47,900 1,080 1.748
Italy 5/ 7.5 24,600 503 .030
Japan2/ 0.5 0.4 27,800 306 .001
Netherlands 22.6 24.4 8,760 790 279
New Zealand 5.6 5.8 3,027 1,348 191
Norway 1.5 0.9 3,890 1,113 .023
Portugal 5/ 2.6 2,020 227 .128
Spain 5/ 9.5 10,101§/ 346> .094
Sweden 0.6 0.3 9,950 1,350 .003
United Kingdom 189.4 155.9 61,400 1,188 .254

Miscellaneous 4/ 0.3 c.2 - -— --
Total free world—=

(except United States) $1,074.0 $1,110.5 $245,331 $ 735 .453%
United States 1,985.6 1,708.5 440,000 2,570 .388

1/ Contributors are countries of the OEEC, Spain, Finland, Canada, Australia,

" New Zealand, and Union of South Africa. Recipients are countries and
territories of Asia, Africa, and Latin America, except those which are
contributors.

2/ Excludes reparations bayments to the Philippines, Indonesia, Burma, and

T viet Nam,

3/ 1958.

4/ Total of those available.

E/ Military assistance,

Source: Executive Branch Statement, Mutual Security Program Hearings, 1959,
{House of Representatives, Committee on Appropriations, Hearings
for FY 1960, p. 418.)
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Other countries have special interests they feel can best be served
by extending assistance bilaterally. Thus for reasons of special national
interest it would be difficult to phase-out completely many bilateral
assistance programs,

There are two major fields of aid where the special national interests
of donors are less directly involved--furnishing technical assistance and
furnishing capital for development. In these fields, national interests
do exist, but they are interests generally shared in common by all advanced
countries. 1In these fields the multilateral approach to aid has been
successfully applied. The World Bank is often cited as a good eXample.
Weighted voting assists in reaching decisions despite multi-national
authority, The Bank has gained sound experience in economic analysis and
is respected by countries that stand to gain from development progress.

In technical assistance, the technician tends to pursue similar developnent
objectives irrespective of his nationality. In short, the two fields wher.-
the developed nations of the world have what most closely approximates a
common ground in aid-giving appear to be techr’ .al asgistance and the
furnishing of capital. 1In combination these two contribute most directly
to the goal of development progress.

The following arguments support the multilateral approach to develop-
ment assigtance:

1. The multilateral character of an agency removes the recipient's
fear of interference by a large foreign power. A multilateral
donor agency can assist in areas closer to the heart of sovereignty
in the recipient country without the attendant political risks
incurred by a national agency.

2. A multilateral agency can draw upon numerous sources ior technical
skills~-scarce even in the advanced countries~—-and can draw more
effectively on other free world countries for capital. As
European nations and Japan continue to gather economic strength,
capital from these countries for development purposes is likely
to become more available (see Table VIii).

3. A multilateral program can direct concerted pressures on a
recipient country to utilize its total economic resources more
effectively. Where several bilateral programs are operating,

a recipient country can seek out the aid arrangement which
suits only short-run interests. This might well mean that the
country would devote a minimum of its cwn resources to develop-
ment.,

4. A multilateral agency would be able to use its resources more
rationally by devoting capital and skills to top priority
Projects rather than to projects that might be of tempors . v
political importance but cof only peripheral developmentsi
worth.

5. A centralized multilateral approach would relieve the host
countries of the burden of coordinating and dealing with the
many aid programs to which they now have accesgs,
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6. A multilateral agency is more likely to be respected than an
agency representing a single country.

In the fields of technical assistance and the provision of long-term
capital, the United States should increasingly utilize the multilateral
approach. However, a greatly strengthened administrative framework within
the Y. N. is needed to ensure proper coordination and long-range country
programming. The current complex of specialized U. N. agencies without
strong central coordination, both in recipient countries and at head-
quarters, does not permit the maximum use of resources available for
development progress.
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U.S. Attitude Toward Soviet Bloc Assistance

The Soviet bloc assistance to non-communist nations is generally
expected to increase during the coming decade. The United States will
have a choice of alternative policies regarding Soviet bloc assistance
which may be stated as follows:

1. To oppose consistently Soviet assistance by all means avail-
able, e.g., increasing U.S. aid to displace Soviet offers
and to apply sanction against those countries accepting Soviet
aid,

2. To establish a modus-vivendi in aid by finding means of coop-
erating to the extent possible with the Soviets in promoting
development progress.

The first course of action would entail serious difficulties. It
wWill be virtually impossible to isolate underdeveloped countries from
Soviet aid and trade if the Soviets are determined to make such assist-
ance available. Many of the underdeveloped countries, in their anxiety
to accelerate economic growth, will continue as they have to seek aid
from both communist zand free world sources. It should be noted also
that underdeveloped countries, jealous of their independence, will not
turn communist merely because they receive Soviet economic aid. Thus
for the United States to oppese Soviet aid would procbably serve no use-
ful purpose, could impair relationships with recipient countries, and
could result in the United States becoming deeply involved in making
counter~offers to offset every new Soviet offer of assistance.

The second course of action would be preferable but also difficult.
Soviet aid will, in many instances, have different objectives than U.S.
a2id. The Soviets may wish to initiate programs of aid and trade, and at
a given moment dramatically shift their position to gain a political ad-
vantage in the receiving country.

It is not only a matter of cooperating with the Soviets in aid but
rather a matter of cooperating while{keeping sufficient flexibility to
fill any veid or repair any damage the Soviets may deliberately create
when and if this furthers their objectives., In the long run this may be
increasingly dangerous and costly as the Soviets expand their economic
and trade ties, and heighten their capacity to affect the economies of
newly developing countries.

One way of blunting the predatory features of Soviet aid and possibly
of obtaining greater Soviet cooperation in achieving development progress
is to urge Soviet bleoc countries to participate more actively in multi-
tateral aid programs. Soviet bloc technicians have participated to a
limited extent in the U.N. technical assistance program. However, none
of the bloc countries are members of the major international financial
institutions nor are they contributors to the new U.N. special fund.
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Despite the difficulties these institutions might face if Soviet bloc
countries were to join, efforts should be made to encourage Soviet
participation.

In the long run it would seem wise for the United States to welcome
and encourage Soviet assistance to newly developing countries if such
assistance were a contribution to development progress and especially if
the assistance were part of a multilateral effort.

In the final analysis, the ability of the newly developing countries
to avoid the extreme Soviet methods of development will depend on their
own maturity and strength. There is no substitute for experience, and
the recent experiences of Yugoslavia and Egypt with Soviet aid are prob-
ably the best antidotes to actual Soviet penetration.

Long Range Plans Versus Short Range Budgets

Because of the experimental nature of extraordinary economic assist-
ance first introduced in the United States govermment in the European
Recovery Program, the practice of justifying not only annual budgets but
also annual authorizing legislation was initiated in 1948. This practice
of justifying, and hence being forced to plan, on an annual program basis
is one of the weakest parts of United States programs to promote develop-
ment progress in underdeveloped countries. It has forced the senior ad-
ministrators of these programs to spend an exhorbitant amount of time and
effort on congressional presentations--sometimes as many as six congress-
ional committees--to the detriment of efficient program administration.
Perhaps more seriously, this practice has effectively prevented the
formulation of long-range programs for development progress.

Economic development is a long-term proposition. In the final anal-
ysis, it is based upon the building of sound indigenous institutions in
the underdeveloped areas, staffed by personnel with & high degree of pro-
fessional and technical training. Alil of this takes a massive educational
effort at all levels in a series of societies that have until recently
been left unexposed to modern methods of industrial and economic activity.

Recent legislation creating the Development Loan Fund has given par-
tial recognition to the urgent requirements of long-term programs and con-
tinuity of effort. Also recent moves increasing the loan capacity of the
IBRD, the resources of the IMF, and proposals to create the International
Development Association and the Inter-American Development Bank indicate
a trend towards providing capital over longer time periods. However,
more of the aid programs, bilateral and multilateral, need the continuity
and stability which are derived from long-term legislation and better
framework for program planning.
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Separation of Military Aid and Economic Development Aid

Economic development and military aid are approved by the Congress
as part of the Mutual Security Program. Components of the Mutual Security
Program--Technical Cooperation, Development Loan Fund, Defensge Support,
Special Assistance, and Military Assistance--differ widely in purpose but
are all given a military or at least defense connotation by being grouped
together under the label of "Mutual Security’ and voted on as a unit. It
has been argued that development aid is more likely to be approved by the
Congress and the American public if it is packaged with military aid so
that it takes on the coloration of defense.

Earlier legislation provided for economic aid by its true name--for
example, the Act for International Development in 1950 that established
the Point Four program or the Economic Cooperation Act of 1948 that set
up the Marshall Plan. Legislation for aid to achieve development progress
apart from military aid for strategic purposes seems preferable. Argu-
ments for the separation of future military and economic development aid
include the following:

Separation is needed because of the difference existing between the
objectives of military and economic development aid programs. U.S. mil-
tary aid programs, while providing added protection to newly developing
countries from outside aggression, are essentially an extension of U.S.
strategic positions. In the context of over-all U.S. military strategy
this aid is an integral part of U.S. defense measures, and in some cases
is a lower cost defense expenditure which actually saves U.S. funds,
Furnishing military aid to South Korea, for example, provides the South
Koreans with a means of controlling pressures from the North, but also
provides at a greatly reduced cost in men and money, support for U.S.
positions in the Far East. Military aid programs are thus immediately
oriented to containing possible communist military expansion moves,

Unlike military aid, the objectives of economic development aid
should be internal instead of external and do not need to be limited to
contaimment of Soviet penetration. The aim should be to accelerate
economic development and raise levels of living. If the Soviet threat
did not exist there would be little reason to continue many military aid
programs, but economic development aid would still be needed.

The need for separation of military and development aid is felt in
the course of program operations in the field. There are many psychologi-
cal and political reasons that lead the uncommitted countries to fear the
implication that acceptance of United States economic develcopment aid
involves hidden military agreements and a shift away from their neutral
position. The fact that the United States Congress votes on military
and economic aid in one package and in the full light of publicity does
not help dispel these fears.
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Confusion arises in the minds of the American people regarding aid
programs since the public often assumes that all aid is a vast, wasteful
give—-away at the expense of the taxpayer. A concerted effort to distin-
guish clearly between the various forms of aid, and their objectives,
could begin to dispel these misunderstandings.

The separation of military from economic development aid will be
particularly important if the principal focus of the conflict with the
communist nations shifts from the military to the economic arena., Then
the increasing need for development aid will probably require a reap-
praisal of the over-all purpose of the Mutual Security Program. It may
in time be quite important for U.S. development aid to be segregated com-
pletely from military aid, in the legislative and budget allocation pro-
cess, in the administration of the programs, and particularly in the over-
all psychological approach adopted by the United States in presenting
these programs abroad.

In recommending the separation of military and economic development
aid, the contrary findings of the Draper Committee on the complementary
nature of military and economic assistance were considered. The arguments
for separation appear to carry more weight.

Although separation of military and development aid, both in the
G.S5. budget and in its administration in the field is recommended for
the reasons cited above, there will be a continuing need for close coor-
dination of both programs at top levels in the U.S. government to prevent
the two types of programs from working at cross purposes. The economic
burden of large military aid programs on the economy of the recipient
country deserves greater attention to ensure that one program does not
tend to erase the benefits which would otherwise accrue from the other.

A related guestion has arisen as to whether military aid programs
in the missile age are necessary in underdeveloped countries. Experience
in Viet~Nam, Laos, Taiwan, and Korea indicates that the usual prerequisites
cf economic growth--capital formation, investment in new plants, and ex-
ports generally do not materialize in the face of an imminent "brush-fire’
threat to the physical security of the area. Hence, aid programs for the
support of local military establishments are needed in some emerging
countries to provide the confidence without which economic growth would
not be possible.

Grants Versus Loans

Most underdeveloped countries need various forms of external assist-
ance to achieve economic growth. They may need trained technicians or
advisors, new transportation systems, new trading opportunities abroad,
or new private investments. The aid may be in the form of grants or in
the form of loans.
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There may exist clear-cut needs for grant aid and equally clear-cut
needs for loan aid. The two forms of aid are not necessarily interchange-
able. Grant aid will be needed in sectors of the economy that will not
provide immediate monetary repayment of the benefits accrued. Aid to edu-
cation, programs :to assist the reorganization of government administration,
aid to build raral highways, and some aid to agriculture, generally have
to take the form of grant aid. On the other hand, loans can be made for
credit-worthy projects that will add a definite new repayment capability
to the economy--loans for power development, for railroad transport, and
for new industries. In most instances it is not a question of lcans
versus grants, but a question of achieving a complementary balance between
the two types of assistance programs. A program of assistance limited only
to loans may be much less effective than assistance designed to reflect
both needs.

Even if loans are used exclusively for income-generating projects,
the output resulting will in many cases not contribute to the ability
of the receiving country to repav the loan in terms of foreign exchange.
The principle of using grant aid for '"'social infrastructure" projects
which have no immediate repayment capacity, and using loans for projects
which can repay, is now fairly well understoed and increasingly applied.
However, it has become necessary to find other techniques to relieve the
balance of payments burdens which "hard loans'' repayable in scarce foreign
exchange impose. The re-transfer problem of paying back in foreign ex-
change has been overcome in part by the use of the "soft loan." This ap-
proach requires a repayment in full of the capital extended, but permits
such repayment to be made in the form of local currency.

There has been much discussion in the United States emphasizing
government loans, or private investments, as the best vehicles for U.S.
asgistance in newly developing countries. Arguments for emphasis on
loans and private investment are: 1) that they provide assistance in
a form that is closer to the spirit of private initiative, 2) that they
are a more acceptable form of aid, both from the point of view of the
giver and of the recipient, as loans and private investment remove the
taint of “charity’ associated with grants, and 3) that they even place
the aid program on a relatively sound "business" footing.

Although the arguments favoring loans are worthwhile, the issue
should not really be whether loans are preferable to grants. The issues
are really what type of aid is needed, what aid can be most effectively
used by the receiving country, and how and to vhat extent can U.S. re-
sources provide this aid. When asking what type of aid is needed, it
should be remembered that the economy of a receiving country is a com-
plex structure in which each part is related to and affects the other
parts. To provide aid to one part of the econory (where loans are appli-
cable) while other parts are neglected {(where grants are needed) may
sometimes be an ineffective use of external resources.
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Role of Private Foreign Investment

Private investment abroad cannot replace other forms of assistance.
In many types of economic effort where external aid can be an important
factor in the goal of development progress, no amount of inducement such
as government guaranties and tax-exemption couid persuade private capital
to participate. This is particularly true in programs aimed at providing
the "social infrastructure'--e.g., the provision of health facilities,
educational institutions, basic transportation systems, power projects,
etc., which are often viewed as prerequisites to the flow of foreign
investment. These types of development projects can only be handled on
an inter-governmental basis combining a judicious balance of loans and
grants. They often contribute directly and immediately to the creation
of a favorable investment climate, upon which the underdeveloped area
can build a sound program of private investment attraction.

Nevertheless, the contributions which private foreign investment can
make to economic, and particularly industrial; development are manifold
and vital to economic progress, Some of these contributions are briefly
discussed here.

At the beginning and during the process of economic growth, private
investment helps to relieve some of the foreign exchange and inflationary
problems created by imports of capital goods and equipment.

The process of industrialization is directly dependent upon rapid
mobilization of a substantial segment of a natien's resources into pro-
ductive facilities. When living standards are low and population pressures
high, private capital could supply many needed resources essential to in-
dustrial development. Even industrialized countries benefit by supple-
menting their national resources with foreign capital.

The most important reason that private investment can play a vital
role is that it brings with it technical knowledge, operating experience,
training opportunities and management sophistication. An influx of foreign
capital , accompanied by a corresponding influx of modern techniques and
management, tends to have a multiplier effect on the techniques, approaches:
and philosophy of local enterprise. This is particularly true when foreign
capital is combined with local capital in the creation of new ventures.

It is not sufficient to present statistically the impact of foreign
investment in newly developing countries, A wealth of intangibles are
of importance in such development progress--as, producing by example,
the spread of better organization techniques, the changing of attitudes,
and the contribution of foreign private investment to economic activity
over and above that derived by individuals directly connected with the
particular venture.
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In recent years a number of studies have examined methods of stimu-
lating the flow of private U.S. investment abroad. Testimony on the
Boggs bill, the Strauss report, the Boeschenstein Committee have all
made recommendations. — Recent developments, particularly the balance
of payment problems, may have dampened the receptivity of the Executive
Branch and Congress -for these recommendations.

There is little doubt that new private investments, particularly in
manufacturing industries, can play a very important role in newly develop-
ing countries. However, the record shows that the greatest percentage of
U.S. private investments abroad has taken place in developed countries
(i.e., Canada and Europe) and in extractive industries (Latin America and
Middle East). Little direct investment has gone to the underdeveloped

countries for manufacturing and processing industries. This situation is
shown in Table VIII.

1/ The Boggs bill was proposed in July 19509 to provide tax incentives

- for industry abroad; the Straus report entitled, Expanding Private
Investment for Free World Economic Growth, was prepared at the re-
quest of tle Department of State, April 1959, by Ralph I. Straus,
Special Consultant to the Undersecretary for Economic Affairs; The
Committee on World Economic Practices was convened in 1958 under
the leadership of Harold Boeschenstein to study a2 combined govern-
ment and private program to counter Sino-Soviet economic offensives.
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Table VIII

VALUE OF U.S. DIRECT PRIVATE INVESTMENTS
ABROAD BY MAJOR INDUSTRIES AND GEOGRAPHIC AREAS
END OF 1957
(Billions of Dollars)

Latin Western Middle

Industries Canada Anerica Europe East Others Total
Mining and Smeltingt’ $1.00 $1.24 g - § - $0.39  $2.63
Petroleum’ 2.15 3.16 1.18  1.18 1.31  8.98
Manufacturings’ 3.51 1.69 2.08 2 0.64  7.92
Public utilities 0.35 1.29  0.05 - 0.18  1.82
Trade 0.47 0.54  0.34 - 0.24  1.59
All others 0.85 0.89  0.29  0.10 0.18  2.31

Total $8.33  $8.81 $3.99 $1.28  $2.94 $25.25

1/ '"Mining and Smelting" and "Petroleum' include substantial amounts of
investment in manufacturing activity directly associated with those
industries.

2/ Inciuded in "All others.’.

Source: Department of Commerce.

The problem is not so much to assist all forms of private U.S. in-
vestment abroad, but to assist the types of productive private invest-
ment that, because of risks and other problems, are slow to find their
way to newly developing countries. There is little reason to give pri-
vate U.S. investments in Europe and Canada additional impetus. On the
other hand, new manufacturing investments in newly developing countries
have certainly not been significant enough in the past, and any improve-
ment would be beneficial.

Such improvement can, to some extent, be accomplished by adoption of
U.S. government measures that can relieve investors from some of the risks
inherent in conditions in the newly developing countries. The Straus re-
port (Expanding Private Investment for Free World Economic Growth, April
1959) presents an analysis of many such measures that would have such
directional effects. Although the U.S. government alone cannot create
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2ll the conditions that cause private investment to go abroad, there is
much that can be done to increase the flow of private manufacturing in-
vestment to newly developing countries. Measures which clearly contribute
to increasing the flow of private investment to underdeveloped countries
include:

1. The allowing of tax deductions against ordinary income
(rather than capital gains) for capital losses sustained
as the result of investment in underdevelcped countries.

2. The deferral of taxes on investment of property and
technical services in order to encourage the spread
of technology zbroad and equity investment.

3. The deferral of corporate taxes fiow amounting to 52
percent) on amounts equivalent in value to loans ex-
tended by American firms to foreign affiliates.

4, U.8. government encouragement of foreign development
banks, investment companies, and similar institutions
operating abroad.

5. The expanded use of U.S. government guaranties to
cover certain defined non-business risks.
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The Use of Local Currencies for Development Aid

The United States has gained contrel over substantial holdings of
local currencies in at least 45 countries. As of June 30, 1959, these
local currencies amounted to the dollar equivalent of $1.7 billion. Of
this total, the United States owned $1.1 billion and the balance of $0.6
billion was mostly ICA counterpart funds, owned by the countries con-
cerned, but subject to United States control.

Local currencies are now being accumulated chiefly under two pro-
grams, the program for selling agricultural surpluses abroad initiated
in FY 1955 (under Title I of the Agricultural Trade Development and
Assistance Act of 1954, PL 480, 83rd Congress), and the world-wide lend-
ing of the DLF, initiated in 1957, whereby borrowers may elect to repay
dollar loans in local currencies. To a lesser extent local currencies
are also accruing from certain ICA loan repayments.

Concern regarding the magnitude of U.S. local currency holdings
and the delays %? utilization gave rise te surveys by the Executive
Branch in 1958.~ These surveys found that the chief value of the local
currency holdings was to enable the United States to help direct the
use of the country's fiscal resources into the most productive channels.
The local currencies acquired can be used to augment capital formation,
and if prudently used, to accelerate the development progress of the
receiving country.

Several irherent dangers in the accumulation of U.S. owned local
currencies have been found. By controlling major local currency re-
sources abroad, the United States can find itself intimately involved
in the fiscal policies of the borrowing country. This in turn can lead
to recriminations from borrowers and to allegations of sovereignty
infringement.

A second danger arising from the accumulation of large balances is
that the borrowing country, through its central bank, may proceed to use
the equivalent of the accumulated funds without U.S. approval. When the
time comes to direct funds to a purpose approved by the United States,
the country may expand its note issue thereby creating an inflationary
impact on the economy. Alternatively the United States may feel itself
obliged to approve retroactively the country's own prior uses of the
funds to prevent inflationary expenditures.

The use of local currencies by the United States to ''get something
back”’ such as strategic materials or other needed products has the ef-
fect of depriving the exporting country of foreign exchange and thereby

l/ Accumulation and Administration of Local Currencies, a Special Report

to James H. Smith, Jr., Director, ICA, August 1958.
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aggravating the problems which the aid program is seeking to remedy.
The use of local currencies in Korea, for example, to buy tungsten
would tend to reduce the dollar resources otherwise obtainable from
commercial exports of tungsten,

Loans repayable in local currency and the sale of agricultural
surpluses for local currency should continue as a device for making
capital available to developing countries. However, it should be kept
in mind that the primary value of local currencies to the United States
is to help persuade the borrowing country to direct its own resources
into productive development. This major asset is jeopardized if large
accumulations of local currencies remain unused.

To assure prompt utilization of local currencies for U.S.-approved
purposes, agreement on broad loan projects or categories of projects
should be negotiated with the country before U.S.-owned local currencies
start to accumulate., 1In cases where balances have already accumulated
and detailed and time-consuming project-by-project U.S. approvals have
been required, the United States has lost initiative in directing funds
into the most fruitful developmental channels,

Disposal of Agricultural Surpluses

‘The use of surplus agricultural commodities abroad in a manner that
would strengthen foreign relations has long been a gocal of the Congress,
the Executive Branch, and agricultural leaders in the United States.
Partial efforts in this direction were initiated by direct legislative
action in the Mutual Security Program of 1953 (under Section 550} and
again in the same act as amended in 1954 (Section 402)., Under this
legislation the Executive Branch was required to furnish a stated amount
of economic aid in the form of agricultural surpluses rather than in the
form of industrial products or services.

In 1354, a far reaching attack on the problem of surpluses was taken
to make agricul tural surpluses a permanent feature of aid to under-
developed countries. Public Law 480, the Agricultural Trade Development
and Assistance Act of 1954, has now become a major component in the
transfer of resources to underdeveloped couniries. In 1959, about 20
percent of all free world economic ald to underdeveloped countries was
in the form of PL 480 assistance.

The major use of funds under PL 480 has been to finance agricultural
commodities sold to foreign governments for local currency. The local
currency sales proceeds in turn have been made available for use in the
receiving country for preagreed purposes. The local currency sales pro-
ceeds resulting from this program have been used for the following
purposes through June 30, 1959:

47



Percentage

Uses of PL, 480 Local Currency of Total
Military XPensSeS . . o« o o o o s s o o o o« 8 s o s s o o o = 8.3%
Grants for economic development « o« « + ¢ « o o s « ¢ s + s 6.3
Loans for private enterprise . . o o o o o s o = 2 o « o o o 6.0
Loans to foreign governments, chiefly for

economic development . o« o « o « o = o« o = o o = o o ¢ o o 477
Payments of U.S. obligations, e.g., for
military dependent housing, embassies . « + « « + « = o o » 15.3

International educational exchange,
Translation and publication of periocdicals,
Aid to American-sponsored schools overseas,
Aid to binational cultural centers,
Agricultural exhibits in trade fairs, and

Market promotion .« o« s 4 o o + s s 8 o « & s e e = e o+ e o+ = 16.4
100.0%

Other uses of PL 480 funds have been for emergency relief and
school lunches, for the barter of agricultural commodities for strategic
materials or other needed items, and for distribution abroad by American
voluntary agencies for humanitarian purposes,

When PL 480 was submitted to Congress in 1954, it was viewed with
serious misgivings, in the United States and abrcad. Foreign countries
such as Canada, Australia, Argentina, Thailand, and Burma-—-all competi-
tors of the United States in agricultural trade--feared PL 480 as a
powerful dumping scheme, Since 1954, however, these fears have begun
to diminish as commodity assistance under PL 480 appears to have been
a net addition to the total world volume oif commodity sales. World
consumption has risen in agricultural commodities such as wheat, cotton,
rice, barley, and feed grains often creating markets where none had
existed. The U.N, Food and Agriculture Organization in December 19535
and the U.N. Economic Commission for Asia and the Far East at its annual
meeting in February 1956 both went on record that PL 480 was serving a
useful purpose despite earlier strong opposition on the part of some
member countries.

It does remain important, however, for the United States to continue
to consider the marketing problems of other countries and to undertake
transfer of agricultural surpluses to avoid damaging the exports of
other nations.

Further misgivings were voiced earlier in connection with the man-
agement of the PL 480 program. Since the basic purpose of the Act was
to dispoze of surpluses, it was feared that aid to recipient countries
would become a secondary objective and that the careful judgments needed
to manage the international aspects of PL 480 would be overlooked. 1In
actual practice, the interests of the various Executive Branch agencies
have of course tended to differ, but it appears that a2 balance between
such interests may have been achieved despite the cumbersome machinery
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of coordination. Thus adjustments have been made of the potentially
conflicting interests of U.S. agencies, The fears on the part of pro-
ducing countries whose commodity exports could be injured by PL 480
have tended to disappear. Similarly, economic judgments bearing on the
needs of recipient countries for PL 480--generated local currency have
been brought to bear in decisions to dispose of agricultural commodities
abroad,

PL 480 is sometimes hopefully viewed as substitutive for other
types of aid. This is not possible for obvious reasons.

On balance, the PL 480 pregram of agricultural surplus disposal
overseas hag made available an addit ional and important rescurce in
economic development programs. With proper safeguards, this channel
for resource transfer to underdeveloped areas can continue to make a
contribution to the goal of development programs,

Lack of Public Understanding of Economic Aid

There is very little public understanding of the importance of the
Mutual Security Program and of the importance of achieving progress in
the newly developing countries. The annual CongressionalstTeview of aid
appropriations has usually provided controversy and confusing publicity
on details that have left erroneous net impressions about the effective-
ness of the progran.

Government efforts to bring about a more widespread public under-
standing of the aid program have been limited by a 1952 amendment to
the Mutual Security Act which reads as follows:

Limitation on funds for propaganda: None of the funds
herein authorized to be appropriated, no¥ any counter-
part funds, shall be used to pay for personal sergices

c¢r printing or for other expenses for the dissemination
within the United States of general propaganda in support
of the mutual security program or to pay the travel or
other expenses outside the United States of any citizen
or group of citizens of the United States for the purpose
of publicizing such program within the United States.

This amendment has been strictly interpreted by the Executive Branch,
Since the distinction between 'propaganda' and information is not clear,
the tendency has been to discourage the digsemination of any informa-
tion thought to be a borderline case,

With the passage of time and with the increased seriousness of the
problems faced, it is doubtful that the American public can safely
continue to be uninformed,
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_Except for foreign aid, major programs of the government have in
past years been supported by a systematic effort to create public under-
standing--The Good Neighbor Policy, defense, bond sales, recruitment
for the armed forces, improved public health are examples.

The need for public understanding is peculiarly great with respect
to foreign aid because of its complexity, its seeming remoteness from
every-day problems, and its cost to the taxpayers.

Congressional approval is urgently needed for a program of expend-
itures to acquaint the American public with the significance and problems
of economic development in newly developing countries and with the ap-
proaches and objectives sought by the government to solve these problems.
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Appendix A

POST-WAR OFFICIAL AID TO
UNDERDEVELOPED COUNTRIES BY SELECTED AID SOURCES
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1948-59 1058-59 1934~59 1955~59 1955.59 (to 9/30/59) (Estimated) Sources Ald
Greece 931.8 12.0 33.4 56,0 - -— - 1043.2 Yes
Portugal 49,8 - 7.4 7.1 - - - 64.3 Yes
(discont, '57)
Spain 468,0 22,6 895.6 394,1 4,2 - - 985.5 Yes
Yugoslavia 408.5 27.5 55,5 389.3 47.1 60.7 - 988.6 (fB?gq)
TOTAL EGROPE 1,858,1 62.1 192.9 856,55 51.3 60,7 - 3,081.6 -

Comments regarding Appendiz "A":

"Beow.
Ti954-59"
{(Estimated
Commitments
As of Year
Shown)

219,9(58)

219,

X

S8ino-5oviet
Military Aid
{Estimated
Commitments

not reported

Underdeveloped countries selected are: All countries in South and Central Amerdca, 1ll non-communist countries in Asia (except Japan),
all countries in Africa (except the Unioun of South Africa), four countries in Burope, Greece, Portugal, Spain, Yugosliavia,

Flgures for the International Cooperation Adminilstratiom,
the Development Loan Fund, the Export-Import Bank of Washington, the Public Law 480 programs are actual to June 30, 1859, and deta for
loans by the International Bank for Reconstrucilon and Development are actual through Septemher 30, 1959,

Appendix "A" 1s based in part on actual figures and in part on estimates,

Data for major non-U,S, bilateral aid (e.g., Frence, U,K., Japan) are estimated on the basis of U.N,

figures 1954-57,

The U.S, Military Aid figures are not available with a country-by-country breakdown, and therefore are not shown in the table; the
existence of U,S, Military Aid programs in certain countries 1s however indicated by the notations, "Yes."

Data of the Export-Import Bank cover the period from the Bank's inceptien in 1834 to June 30, 1959,
period under review constituted about ten percent of the total after deducting loans to Mainland China,

However, loans made prior to the
In the absence of a separate

post war breakdown by country, the total Export-Import Bank lean program 1834-1959 for the various underdeveloped countries is included.
Relief programs immediately folleowing World War IT (i,e,, UNRRA, GARIOA, Philippine War Damage) were predominantly aimed toward restoration

and are not included in the data with developmental aid,

Not shown ave IFC loans as of June 30, 1959 to underdeveloped countries, totalling $18.9 million to Brazil, Chile, Colombis, E1 Salvador,

Guetemala, India, Iran, Mexico, Pekistan, and Thailand,




APPENDIX "A"
ECONOMIC AID TO UNDERDEVELOPED COUNTRIES Page 7
ESTIMATED TO MID-1959
SUMMARY OF APPENDIX "A" BY REGION WITH UNITED NATIONS AID ADDED
(U.S. Dollars Billions)

Non-U.S.
Bilateral
U.S. Bi~ (France, U.K., Free World
lateral Aid Portugal, Belgium, Total
(ICA, DLF, Spain, Japan, UNTA, UNRWA, (from named Sino- (all named
EXIM, PL 480 IBRD Australia) UNICEF UNKRA sources) Soviet sources)
Tatal $19.4 $2.5 $9.1 $0.4 $0.4 $31.9 $1.6 $33.5
Africa 0.6 0.4 7.2 0.1 - 8.3 0.3 8.6
North and Central
America 1.0 0.3 - 0.1 - 1.3 - 1.3
South America 3.5 0.6 0.5 a.1 - 4.7 0.1 4.8
Asia (and Oceania) 11.3 1.1 1.4 0.2 0.4 14.5 1.0 15.5
Europe 3.0 0.1 - - - 3.1 0.2 3.3

(Greece, Portugal,
Spain, Yugoslavia)

Note: This table provides a regional summary of economic aid data as shown in Appendix A (pages 1 through 6). In
the two columns headed "UNTA, UNICEF" and "UNRWA, UNKRA', data shown was not preveiously included in Appendix A
This could not be shown on a country-by-country basis because such data for the full period under review was
not available. The U.N. data for UNRWA (aid to refugees in Palestine) and UNKRA (aid to Korea) is taken from
official sources. Aid from UNTA and UNICEF is also taken from official sources, but the regional distribution
of this aid is estimated on the basis of the regional distribution for 1954-57 shown in the U.N. Statistical
Yearbook for 1958. Minor amounts of UNTA and UNICEF aid have been furnished to the four underdeveloped
European countries but is not shown because of rounding.
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Appendix D

RELATIONSHIP BETWEEN ECONOMIC AID AND POPULATION
IN UNDERDEVELOPED COUNTRIES OF THE FREE WORLD, 1945-59
(figures denote percentages)
United States

Plus
United States Free World Sino-Soviet
Population Aid Economic Aid Economic Aid

Africa 17 3 26 24
North and

Central America 4 5 4 -
South America 10 18 15 2
Asia 64 58 45 61
Europe 2 16 10 13

TOTAL 100% 100% 100% 100%
Note: The population of the non-communist underdeveloped countries

is based on the following: Africa 211.2 million, North and
Central America 56.4 million, South America 131.5 million,
Asia 824.4, underdeveloped countries in Europe 65.3 million,
TOTAL 1,288.8 million.

Free World economic aid to countries in the above regions is

based on the following: Africa $8.3 billion, North and Central
America $1.3 billion, South America $4.7 billion, Asia $14.5,billion
Eurcope $3.1 billion, TOTAL $31.9 billion.

Sino-Soviet eccnomic aid is based on the following: Africa
$0.4 billion, South America $0.02 billion, Asia $1.0 billion,
Eurcpe $0.2 billion, TOTAL $1.6 bhillion,
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PSP ECONOMIC AID BY REGION Appendix E
TREND OF NET OBLIGATIONS BY YEAR, 19491959

{ Millions of Dollors}
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Appendix F

COUNTRIES WHICH HAVE ACHIEVED INDEPENDENCE SINCE WORLD WAR I1I

Population

{millions)} Date of Previous
Country (1957 or later) Independence Colonial Tie
Burma 20.3 January 4, 1948 United Kingdom
Cambodia 4.7 November 9, 19353 France
Ceylon 9.3 February 4, 1948 United Kingdom
Ghana 4.8 March 6, 1857 United Kingdom
Guinea 2.4 October 2, 1958 France
Iceland 0.2 June 17, 18944 Denmark
India 405.0 August 15, 1947 United Kingdom
Indonesia 86.9 December 28, 1948 Netherl ands
Israel i.8 May 14, 1948 United Kingdom
Laos 2.0 July 19, 1949 France
Lebanon 1.5 April 25, 1845 France
Libya 1.1 December 24, 1951 Italy
Malaya 6.5 September 1, 1957 United Kingdom
Morocco 10.0 March 2 & April 7, 1956 France & Spain
Pakistan 85.6 August 15, 1947 United Kingdom
Philippines 23.1 July 4, 1946 United States
Republic of Korea 22.6 August 15, 1948 Japan
Sudan 11.1 January 1, 1956 United Kingdom & Egypt
Syria 4.2 April 25, 1945 France
Tajiwan 10.5 August 14, 1945 Japan
Tunisia 3.8 March 20, 1956 France
Viet Nam 26.6 March 8, 1849 France

Total Population 744.0
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Appendix G

EMPHASIS PLACED ON UNDERDEVELOPED COUNTRIES IN MAJOR

U.S. BILATERAIL ECONOMIC AID PROGRAMS~-1934-1959
(U.S. Dollars Billions Rounded)

Percentage of
Economic Aid to

Economic Aid Economic Aid to
Extended Underdeveloped Underdeveloped
to all Countries Countries Countries
TOTAL $40 .4 $19.4 '3§%
Export Import Bank,
(1934-59) 10.2 5.0 EE
Mutual Security Program 26.0 11.2 43
{(and predecessor progranms)
International Cooperation
Administration and ECA,
MSA, FOA,
{1948-1959) 25.4 10.6 42
Development Loan Fund, 1/
0.6 0.6 100—
3.2 79

(1958-59)
Public Law 480, Titles I and II

(1955-59)

E/ OCne DLF loan to the Netherlands makes actual percentage 99.5.
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STANFORD RESEARCH INSTITUTE. The American Citizen's Stake in the Progress
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Economic Affairs. Expanding Private Investment for Free World Economic
Growth, Department of State, Washington, D, C., March 1959, 72 pp.
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developed countries (p. 12).
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Culture and Mass Communication, Paris, France, 1959, 142 pp.
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schools in underdeveloped countries,
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the Congress for the Year 1958

Expori-Import Bank of Washington, Report to the Congress,
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developed countries.

WOODROW WILSON FOUNDATION AND NATIONAL PLANNING ASSOCIATION. The Political
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Chairmanship of William Y., Elliott, Henry Holt and Company, New York,

1955, 414 pp.
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STANFORD RESEARCH INSTITUTE provides a scientific re-
search and fact-finding service to business, industry, governments,
and individuals. Most of its research is carried out on a contract basis
in wide areas of the physical and life sciences, engineering, econom-
ics, and related social sciences. The professional and technical staff
comprises about a thousand specialists.

Established in 1946 by the Trustees of Stanford University, the
Institute is affiliated with the University, but operates as a separate
not-for-profit corporation.

Among the purposes for which the Institute was founded are: “To
promote and foster the application of science in the development of
commerce, trade, and industry . . . [for] the improvement of the
general standard of living and the peace and prosperity of mankind.”
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point for the Institute’s concern with the development problems of
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modernization of countries but also to the politica: stability, inter-
national amity, and human welfare of the world, of which economic
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