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criteria and typa of country programs. on prop= pf 
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aid and long-run political development war ofi&adlj warkd out 
Eugene Mihaty. The work on short-run po3ilieal uses of aid b 
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I I 
Paul Hammond, to Rohn 3, Patterso& P o E t i d  S P ~  
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FOREIG~ AID has become a major insrmment of U.S. foreign p o G q  
throughout the underdevelt &xd world. In many coun&, it is the 
primary instrument relied upon to prom% and promote o~nt~d US- 
interests. As a result, the economic wistaace p has came 
serve and to reflect the full range of U.S. inter- in the de 
counmes. These interests are as humanitarian as reiie%ias 
and disease; as manipulative as attenrpting to inRueaat 
of ao election; as ephemeral as concern over the eaor of 
of tomorrow's U.N. General hernbk .# session; as long-ma 
ment in a c0unqy3 capacity to maintain ~ a o u t  exte 

This multipurpose nature of aid is a major cause of unoe 
about its goals and its effectir7ens. Sena~or I. WC Fulbri@t (De- 
crat, Arkansas), an of the Senate Fareip Relatiom 
tee and for many y the manager of the 
bis in the Seaate, has stated: 

It is a misnomer to speak of die f o ~ i e  aid pxogrm- IB't k nat hz gar* 
aram: it is a conglomeration sf pragrms48  sa;lppr% foreign a 

maintain American military bases in foreign Pads; ta bui 
steel mills: to pay foreignelrs" inaport biiIs: to grow more 

activities which themselves range from fedisng ehildmn, $0 

mosqui;aoes, to Irrigating Pakisran- 
Quite clearly there is nothing ialherenrIy wrong abutit my of these pwa- 

poses. . . . [Butl it is no wonder &a% the Congress, xhe pub8 
the Admifsistmtion has d i f i c d ~  in mdentmding the [asis 

This book does not attempt to examine & Q ~ Q U @ ~  the full 
of foreign assistance goals and aid"s eEeetiveness hn se 
nor to explore s)%tema~dly the o o a c a  aad comp1em 
among these goals. It has nvo more modest Pan f p m ~ &  
an inuoductory overview of the objectives 
intends economic aid to promote2 and the ways in w 
employed to these ends Li]re any of foteip ( 
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policy1 aid often does not achieve its intended purposes, or does 
only partially. Sometimes the unintended and unanticipated effects 
of aid may be adverse. But a clear picture d intended gods and 
means is a prerequisite to responsible assessment of results.. 

Part I1 explores more thoroughly the potential and knits of U.S. 
economic aid as an imtnunent for influencing aid-receiving countries' 
deve30pment policies, z~pects of their current politics or foreign 
policies, and &ek long-run political. evolution. Ai&s role in SUM- 
menting scarce resource+hwan and financial-has been d k c u d  
extensively el sew her^.^ Its rde as influence has been less closely 
examined, and is more controversid. Yet much of $ 8 ~  vdue as a 
flexible and multipurpose instrument of foreign policy spzkgs from 
the ways in which it can be used to iduespce actions in other nations2 
rather than from its resource-transfer fu~~ctiojn. 

The book focuses on that part of U.S. assktance administered 
by the Agency for International Development (A1.D.). In rmn'i 
years this has constituted roughly half of total U.S. economic aib 
With the partid exception of the for Peace p the 

1 criteria governing the adm*&a~ion of other elements of U.S. 
economic aid3 are quite different from those that AID. agpFies- 
Attempting to include them in the discussion would make an heady 
complex topic unmanageable. 

Aid is at relatively new tool of U.S. foreign policy, although inter- 
state subsidies are no innovation in the history d hkmatiod 
relations.4 Current U.S. aid programs have evolved &om US. 
responses since World Mrar I1 to successive problems and !P- 

-" See, for example, Hollis B. Cfienery and ,Nan M .  Stmutt, "Foreign As&- 
an- and Economic Development." American Icsinomic Rrrriew, VoI, 
No, 4* September 1966. pp. 639-733; I. M. D. Little and 41. M, ClBur4 
lnterna8ional Aid. Maine PubPishing Company. Chicago, 1 9 s  Bart Il; Angus 
Maddison. Foreign Skills and Technical A S S ~ S P ~ ~ E E "  in Economic De~pekopmmb, 
Development Centre of the Organjzat.isrm for Economic Cmpeaadon and &veI- 
opmen$ Paris. 1965. 
3 Other major elements af U.S. governnnentd aid iacInde the Food for Peace 

program, administered jointly by the U.S. Department of Agriculture a d  AJD.; 
long-$em bans from the Export-hgosl: hnk cwxi~~ioxld US. ~nzasury 1am& 
usudktly extended to assist financial stabilization: Peace Corps p 
U.S. eontrmburioans to iaatema~md orgmkati~~ns 

, Devejopment Association, the Inter-Awern'ca 
,%im Deveiopme~~ Bank. 

4 See: George L i s h  The New S&tresrnaft: Foreign Aid inr Am 
f ~ l i c y ,  Univemixy of Chica~o Press, ChicagoO 2960. Chapter a. h r  a 
of the use of subsidies in Renai-e and E m p -  



The immediate and urgent need of the postwar period ( 1946-1948) 
was relief and rehabilitation. In that period the United States pr* 
vided more than $1 1 billion to European nations for essential 
supplies such as food and fuel and for rehabilitation of damaged or 
destroyed facilities. But continued dislocation and the growing 
strength of the French, Italian, and Belgian Communist parties made 
it dear that relief was not enough: a massive reconstruction pro- 
gram was essential to preserve a free Western Euroge. With the 
Marshall Plan the United States committed itself to provide the 
external financial support needed for recovery, while the European 
nations agreed to take both necessary domestic measures and steps 
toward European economic cooperation. Between mid-1948 and 
mid-11952, the Uirited States financed more than $12 biEoa for 
E u ~ Q P ~ ~ B  recovery. The results were spcctacdarIy successM. 

During the Korean War, tlhe focus of Cold WPar concern g 
from Europe to Asia, and emphasis s h ' i d  from recovery to wn- 
taimnent and security. In the perid from 1953 ko 
tries bordering on the Soviet Union and C 
'Furkey, Iran, Paldsrtan, Tkiikmd, Ind (after partition, Cam- 
bodia, Laos and Vietnam), Taiwan, the Pmpphe9 and Korea 
received the greatest part of U.S. economic ai4 as well as extensive 
militaq aid. 

Already, however? a third challenge was 
India and Pakistan won hdependence horn cob 
Ceylon, Indonesia, and Indochina followed in tPle next few yam; 
in 1951 Libya became the first of 36 can nations &at have 
since become independent. Most of these mfi~ns ware either in! 
princip1e neutral, or leaned Howards the West but were at bottom 
little concerned uith the Cold War3 which 
tiond scene. Their burning need and desire was development- 
economic and social progress to xlieve 

; convert nominal nationhood into the su 
' I political self-reliance. 

As early as 1949, President Truman hae declared as '"Point Fourm 1 of his inaugural address America's intenrion to make av&bIe to 
the new nations the knowledge and techoiogy of the United Statesr 1 E by providing advisors to work 
United States. Throughou? the 19501s 
i d  social progress grew. h be 
ment required not only CC3in~w*-h~w3~ but also funds to buy the 
equipment and materials ihe developing eomhes needed but c o d  
not yet prduee &ernselves- In 19-28 the k v e l o ~ e n t  Loan Fund 
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(DLF) was established to finance development projects at i ~ w e r  
interest rates and over longer repayment periods than mmmenid 
banks or the Export-~mport Bank would protide. 

NBemwh'de, many Latin American countries made 
in the early 195Q's, benefiting from Korean MKa-inflated prim 
for their exports of minerals and foodstuffs. But prices fell in the 
wake of the truce, leaving disappointed hopes to feed unrest- By 
1959 these pressures. bked with increasingly clear Cc]rmmu~&t 
control of she revolution in Cuba, confront& the United Smas 
with the prospect of widespread subversion of much of Latin 
America. Responding directly to this threat as well as to growing 
international emphasis on deve1opmen& in 1960 the Ulnited States 
joined with the Latin Aaedcm republics to sip tbe Act of kg8W 
In March of the following yeat, President Kennedy called for an 
Ahace for Progress, and in Allgust 1961 the 
Este laid down the principles for in ter - .b&~a~~  
ten-year program for social and econ~mk deve1 

Reflectkg these evens, U.S. economic aid to 
Africa increased sharply. Assistance to the 

in South Asia, pheularfg India, expmdd 
ean nations and Japan, k a d p  low by tbe 

mid-1950's, was entirely re 

increasingly emphasized development In the 1950% 
ante and that pan of economic aid which 
or other security objeftives were roughly double 
mental aid. In the 196Q's, ma raxio bas beem rev 

These changes called for new legisation and new execativi 
zation. In March 1961 President Kennedy's k t  message to Can- 
on foreign aid declared: 

Existing foreign aid prozrms ad concepts are largely msakisfactr~p 
a d  unsuited for our needs and the R sf the underdeveloe wodd as 
it enters the sixties. . . , There exists, in the l960s, a historic e~ppm~e 
for a major economic assistarace e@ort by the free bdm~diard ndom to 
move more than half the p p l c  of the Bessdeve10@ nations ha8 self- 
sustained economic growth. wMe the rest mawe substrn~fly e 1 e r  to the 
day when they, too, w3X9 no longer hme ta d e p d  on outside assist 
, . , To achieve this new god wne will need to renew the spirit of ca 
elfort which lay behind our pas eff~rts-we en- dm revise our fareign 
aid organization, md our basic concepts of operation to meet the new 
problems w-hi& naw csnfmnt us.5 

5 Excerpts fmrn the Message of the Presidem to Can on w 
~ s m l n e d  r0n B%an:h 22,1951. 



Changing Geographic AlIoeation of U.S. Ecolcomic A 2, 1949- 1 9166 
(A ,I. D, and Predecessor A.PPIZC~~S) 

' Cwqkikdms h :,n?w~?iamII ..zrg=mZz~rli.m~ & i i m i h o t i k  & p k .  mmm%?ji;mk C~~XE%%.. 

f pm;d .e=-5 f D s w - ~ & a - ~ p $ f l  ,wm,. h Ap.ill 8'9s t th4  % f i : % d !  ~F 11- 

Source: A.P.D.. US* OVP~~FPOS LOURS and Grmas. d944;-B%5, md O~Q'~&E~@M 
Report, FJY 3966. 

guideline and authority for both r n s ~  a d  m n o ~ c  aid pro- 
oram. In the same year- the Agency for Intern 3 

tvas created to administer &e eccssnamic aid 

vation (ICA), which had been responrible for eed a.ss&ma 
(~-Puht Four") and defease support. 

changes aod ~provcrments have been ineduced into rhe erom 

]has a major eohmesiPP have made subw~d pr 
can saw maiatain their 
reprise following the fresh 
doubts about the p 
as strong or sbonger &an before. 

Some d the doubts may spring from 
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rapid change-ex 
%me criticism concern a% inabilik t5 nhw norn~d U-s- 

by inefficieat and sometimes corrupt admiaismdvt 

the criticism. Uneasiness is sure$ aiso id by more f ~ n  
doubts rpgding the appropriate natuE and 
in small md remote csaaatdcs with which we have no ties & m&, 
allimce, cu&urd exchange, or historic ~Ia~onship.  As one of tbe 
numerous Hue-dbbn somaninea, esablikhd p e ~ d i d l y  to reas- 
sess the aid p , commeated: 

Bere has been ;a feeling thag we are @ins a@ do 9tm mwh 
Z l o a  soon, thaz we are la~e;rexxended in and rirradc~onraa. 
results, and ghat no end of foreign aid i~ either in sigM OF ihm 

The U.S. malaise uirh regard go foreip aid is 
d ~ a ~ r  nations. In Great 
seas Developmerat was 
public support, a cabinet-Hme8 mk'ttrpr, and a 
date and reritalize British aid prqg 
have k n  deehkg, pub&c bxemst bas cwled, and h e  
recently dropped from cabhet status. 

Yet objectivelv, f~rei~gn sonomic aid id a very rmd :ad dec 
burden on the hixed Sates, and is not a major burden in ather 
advanced nations. Tn the M m h d  Plan w a a o ~ c  
claimed a b o ~  2 per ten? of Gross K a ~ ~ n d  u a  (GKF) md 
about 11 per cent of the Federal Budget; in 1966 it a b r W  
0.29 per cent of GNP aad 1.9 p ~ r  cent of the B~dgct.,~ Ewca if 
US. foreign assistance is more brady canstru& to iacluk not 
only A.1.D. ex-&3ea&hera aid, aaz~b~g~o$~s; to 

costs have 

devote s u b s a ~ d y  more d their mrional hcame to fore 
axace &;in dws the United States ( 
estimaxd at x~u@y 1 per cent of 
workl econaniic aid c 



t 
36 billion far the last fwr y ~ i r a ,  while he U.S. shm dm bent 

I 

I relativdy stable at about 60 per ~ e n t  of the to&.' 
From the dewtaping nations' standpoint, a c~osunt tocaai Iii~w oli 

I r aid represents a dmlining per capita Bow. But weds ;are nu% declining 
On the contrary, ici a number cm~ott md 
public health measures have ea 

1 increases in food prdluaioa, r&siq the spectre d 
ever more serious fanriacs. And to use aid eRdwelu is 
increasing. 7he governmen& d &e deu'elqing we fladidb 
building up a zeservoir of skills and e ~ p ~ a a ~  w ~ e h  ~%ite 

improves their ability to plan aad 
h k r e o ~ e ~ ,  =bolo&& a d  a o a  gb are mmmtEy im- 
proving our kwwiedg; of ta 
gaps remain, Xt k at least as 

have peat O ) I Q ~ ~ ~ B  $0 

For the reader nsx 

necessary backg~uad- A.LD. llsks 
towards mast of its obje&ivcs: rechfid 
and c o m d i t y  ass&m~e..~ 

Technical asismm nansfsm 

couinwqm tely to a e  over P$e jab. Szudea~~ t 

and oflicids f m  rhe deveBopiag couaw arr dw brnu*~ lo t$e 
United Smta (or* ~medrnes~ to a &d come)  ei fm ~~ 
obse~lv*a~n3a; tours or for foronger mieg p a 

Technical ssismce aaww~d for 17 per eem d to%d k l .D .  
d d k  e d m e n a  in fix&! years 1965 sad 1966. NowE~*c~~ r much 
larger share--in f;ln tbie great m a j ~ s ~ 4  AID. .eta$ a d 
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in Washington are engaged ia prok5ding technical assistame direaiy or 
in providing administrative and technical suppan for such ssktatnce. 

Capihl assistance supports creation. expaasion. 
of capital, that is, of the concrete physical me 
(factories, roads* ports, power facilities, i~,mtioa 
storage facilities) as well as physical facilities that 
an eRcient economy but that make their e:on~bu~sw to prdu&a 
indirectly (communicarions facilities, schools. p ~ b I e  water sy s~m) .  
Most developing countries need more impom for capital invest- 
ment plus coasumption tbaa they can pay for fmm their 
Private investment from abroad may 
the gap. Capid assistance finances the 

A M ~ t  capita! assistance Is provided 

tfie aided country, an dimtion such as a ani\emi&3rZ or a pfiwak 
for the project and make: 

sure that they u e  sound before agreeing to pro* 
receiving party usually pays for dl ar a su 
costs of labor and ly avdable mateed. 

But reviewing hdirlidud projects b cady a d  

menit, banks, which act as 4*~etders.*'* 1 
to a $eve bank vri?hin a de 

use the fun& xo 
privately owned, a d  assumes respmibZty far w!dng 
terhg tfie %crm projects, The donor the mjkb%@ of the 
bank, but does nsr e x d m  iindibidpad projects except on. a spot- 
check basis. 

CapW assistance ahorkd a ganmer 
i 

fiscal year 1965. a d  16 per cent in 8966. 
i 
I 

: p& from govemeama a d  pfivate 
b substantidly from yeax to year. 
C 

C o m d ~  ssktance 6nmca hp* for aa ecommy as a 
wb03e. to permit it to apmk more fully and e@ciendye The 



of growth creates demands for imported raw. matefils a d  equip- 
ment, which are not associated with consmdion of spaik 
projects* but are needed io permit exisling facgafia to opr;d!te at 
full capacity or to imoduce a double or triple shift: to make it 
possible for private finns to modernize and expand: to supply 
with fertilitcrs and pesticides. which the extension agen 
taught them are necessary to increase crop yieids but which are mt 
yet produced in the country itsdf; to provide the hel and p 
needed bv milroads and trucks to meet g ~ w i n g  demands- 

financing construction of ncw projects cannot meet this kind of 
development requirement. The efffcknt way EQ respond to such n 
is to pro~ide funds againat which hpm from &e donor 
credited, and to let rhe market system determine the precise earnpi- 
rion of the imports. Tariffs duties. quantitative ~ 5 h d a n s -  and licm+ 
il~g C rontrofs may be used go prevent luxury impom aod to giwive +QHirq 
to key development i n d u s ~ i e ~  However. in order to have coaG&ce 
&at a "pmgram loan-" as it is c d d  in PL1.D.. will i n d d  s 
developmental needr one must have confideace in the policies and 
administration of the receiving country% government- 

Under dierent circumstances. for example, in is. eounr). Gke 
Vietnam, commodity imports sene to bohtrr an economy that coJidl 
not othewise maintain large defense forces m i  meek civiEh 
without uncontrolIable idado 
the got7enunenr[ &a$ does not 

exchange or bud~ez crisis. C 
exchange crisis by providing the imprn $hat 
foreign exchange reserves easnot finance. Aid 
ease budget problems. fid-finaned hports are sQld w mmmem 

sdes (or taxes sIz9rem.l provide R J ~ " Q ~ ~ = s  to hepip +. &t gav nt 
finance eseatiai sen7ices and g s. Thus 
be used for segghr developmea reqglrements, f a r  defew suppnb 

and balance of paymen& sg?tppn d ~ n g  tesaapv 
crises. 

@ more m d y  reffecha 

Fsod aid pm~ided under the 
ty ai4 
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ties-until autumn 1966, exclusively surplus 
lars or for the purchaser's own currency. Some of the praeds 
from these sales--normally 20 per centn-& set aside to pay f' 
U.S. Government expenditures within the buying nation, for emmp1g 
costs d maintaining the Embassy. The -emainder of the proceeds is 
usually loaned back to the buyer on easy terns. for deveIIwmmd or 
other specified uses. Food for Peace commodities may also be donated 
for relief, school lunch, fwd-for-work and s h i i  
are often admhkkrd by private US. voluntary 
abroad. 

In  he past few years fwd  aid under the: 
has come to $1.5 to I .7 billion annudly* 
?has have ranged from approhately $2. P ~ ~ ~ O I I B  (in f kd  y m  
1964 and 1465 ) to $2.6 biPEm (in fiscal year 1966) .I2 Funds far 
iht for Peace program me sepwtdp approp~au,  md AI-I?. 
sham responsibility for their stration with the 
Agriculture. In autumn 1966 new 11e@sla~m was p czanrgirmg. 
Food for Peace from a program b s i d t y  aPnenltd toward 

TPidudly authorized a d  funded by Congresq such as conaFj,bu~om 
to international organin;riom and. bvesmepna gu 
encourage private investors ra invest in the developing cotmtzies. 
Waweveq ',e basic forms of aid that e:.omfiWte the core of the A.1.D" 
program are technical assistance, capital p 

farms of aid. plus adjustments in the g a d  coar.&~om of ai&, 
delaying or withholding of ai& and use af aass  to host corntry 

a i d ~ o b e d a s a  

21 Con-gress ecsaabltlshes a I.rvi~manan proph~dn of total  world^* 4s (not 
necasa&y applicable in each aditvidaad coaswtryb which mast be set aside fm 
U.S. uses. This minimum was ib~hewd from IQ 20 QEPRB e n 8  efkmi~e kt 19%- 

I-" Al.D., US. a)>-m54as r and CramsN I[ 945-1965. p, 5, m d  Operborn 
Report, FY 1966- 



Part One: A.I.D. GOALS 
PROG S 

CHAPTER 1 

Aid Purposes 

BECAUSE EQ=OPI;OMIC ASSISTANCE is an instrument 09 the h I 1  range 
of U.S. interests in the developing countries, a statement of these 
interests is a logical starting point for a survey d aid uses. Four 
major strands of U.S. interest in the developing countries are clear: 

I .  Standard interests, which apply to retadoxis with any counw: 
protection of U.S. citizens and property, and equal access with 
other nations to opportunities for trade and investmentt 

2. A set of fairly specific amcems arising from the Cdd War: 
continued access to military bases aod other strategic facilities 
located in specific developing countries; main 
formal allies and strengthening their defense 
recognition d Communist China and its 
United Nations; discouraging trade, particularly in strategic 
goods, witb Communist China, Cuba, and NO& Vietnam; 
more genemy, encouraging independence or a pro-Western 
alignment in the foreign policy positions of developing coun- 
tries. 

3. A set of interests that have become entang1ed ~ t h  Cold war 
concerns, but spring from a historically earlier and separate 
desire to encourage evolution of a responsible intema~~pad 
community in which conhlicts are resolved through peaceful 
channels and nations cooperate on economic, scientit?~, and 
other mutually beneficid p r o g g s .  Wese interests are re- 
flected in suppfl for U.N. peacekeeping missions; in separate 
U.S. actions intended to forestall or hdt vi~lence and resolve 
disputes (for example, betareen 'Turkey a d  Gree~e in C5pma 
between India and Pakistan, between Indonesia and Mdapiar); 
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support for regional organizations such as the Organization d 
American States, the Economic Commission for Africa, and 
rhe Asian Development Bank, and fur subregional groupin@ 
like the Regional Organization for Central America and 
Panama and the East African Common Sewices Organization; 
and support for programs cutting across national boundarie~, 
such as the development of the Indus River basin, which s e r ~ e ~  

India and Pakistan, and development of the Mekong River 
basin in Southeast Asia. 

4. Finally, a concern for 'ls pace and pattern of internal economic 
and political evolution in the developing countries. This con- 
cern is fed, to varying degrees at different times, by humani- 
tarian desire to ease and ultimately conquer poverty; by Cold 
War-stimulated fear of successive C o m u ~ s t  takeovers Sn the 
less-developed world; and by the recognition that even in the 
absence of the Cornmukt threat, the tensions caused by 
rising expectations, population p o d ,  and economic and 
social change already under wav would pose a ahreat to ktemd 
progress and international stabky throughout the underdevel- 
oped world, hence to the emergence d an international com- 
munity in which the United States can live in peace and 
prosperity. 

In practice, U.S. concern for the internal evolution of h e  develop- 
ing countries usually focuses most directly and kediately  on their 
economic growth. But it is far fiom obvious to ail observe= that 
economic progress in Latin America, Africa, and Asia 7Rill serve 
important U.S. interests. Certainly there is m riecessqy co~ect ion 
between economic growth and internal political stability. Meed, at 
least in early stages growth and change are likely to accentuate 
instab'fity by disrupting traditionat social and politid relittiom and 
institutions and disorienting and frustrating hp~rtant goups. S i -  
lady, it is naive to presume &at growth and d m - q  go hand in 
hand. Much of the recent literature on polidcd devel~pment 
the need for centrakati~n of power as a bt requisite for 
integration and adoption of modemizing reforms.' FmdlyF neither 
economic progress nor democratic foms of gove have pre- 
vented nations in &e past from initiating or   TO YO^; wan. 

1 See, for example, Samuel P. Huntington. "The Polifid hfden6zation of 
Traditional Monarchies,'" Dmdarzs, Voll. XCV. No. 3. Summer 1966. p. 768, 
and '*Political hfodernhtion: America vs. Ennr~pe,"' World Politics* Vd. 
No. 3, April 1966. pp. 410-432, 



What basis is here, tben, to believe that economic progess in the 
developing countries serves long-run U.S. interests? I will udy sum- 
marize the argument here, since it has been stated elsewhere clearly 
and. in my opinion, pers~asively.~ The U.S. interest in assisting eco- 
nomic growth rests on the following premises: that umefietPed poverty 
and frustration w 4  breed extremism, which domestic and doreign 
goups will be quick to exploit; that most men, given fair prospec& 
for material improvement and a sense of growing dignity and acept- 
ance in their community and nation, will not resort to extreme or 
violent solutions to their problems; that education, mobdity, and 
participation in such institutions as cooperadves or credit unions win 
build capacit): for responsible po1iticaI participation; that a nation 
whose leaders and citizens are absorbed in internal deve1opmeat 
programs is less likely to look for scapegoats or for national presrige 
through foreign adventures than a nation that is stagnant or chaotic; 
that a politically united and economically strong nation is both less 
likely to be the object d external intervention or subversion than a 
divided and weak nation, and more able to participate consrmctive1y 
in the international community; and that growing wealth aad diversity 
of economic interests in the developing countries wiU offer broadened 
opportunities for Vade and investment. Thus, in the long run, devel- 
opment is expected both to increase htema~onal and internal stab'ity 
and to help create conditions for a m u t d y  kzlekial c: ~v 
of nations. 

Regardless of what tbe United States does or does not do, the 
prwesses of change are under way in every nation of the less- 
deveIoped world. The U.S. interest in promohag growth Is a cdcu- 
lated gamble that by speeding the process. easing- the degree of 
sacrifice required, and urging concomitant social and political refom, 
the benefits of gcwth may be more quickIy and widely felt and tbe 
odds in favor of szaSi!ity and democratic evolution enhanced. 

There is also a strong humanitarian basis for -&the US. interest in 
promoting economic growth. US. income per person in 1965 was 
$3,476. Average income per person in Asia is estimated at $87; in 
Africa south of the Sahara it is $100." This is a ratio of rouay 35 
to 1. Yet the statistics, strkimg as they are, fail to convey the real 

3 See, for example. Max F. Millikan. '*The Politid Case for Economic 
Development hid" in R o k n  A. Goldwin, ed., Why Fore<gn Aid?,, Rmd 
bfcNaIly. Chicago. 1 96.3- 

3 Sratiszical Abstract oj the Gni~ed States, 1966, p. 323. md A3.D., Statistics 
and Reports Division. "Estimates of Gross Xation& Prcxluct'" February 1% 
f 966. 
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gap to m a t  of us. It takes a stretch of the imagination to grasp what 
it means to live on less than $100 a y e z 4  ihe vends are even more 
appalling than the static comparisons. The gap between rich and poor 
natiom is growing, not narrowing. In some of the largest poor natkm.s7 
food production has not kept pace with accelerating population 
growth: less food per person is produced now than a few years ago. 
For many, the moral challenge of these facts is a more persuasive 
case for the U.S. interest in encouraging ecanomic growth abroad 
than is the argument from enlightened %If-interest. 
How does U.S. economic aid support these foreign policy objee- 

tives? Briefly, most of it is used for two pungostis: to accelerate 
long-term economic and s a i d  development, and to contribute directly 
and immediately to the security of nations in imminent danger of 
disintegration into chaos, insurgent takeoverr or (more in the late 
19403 and the early 1950's than at present) external attack. Much 
smder mounts of aid are used for various more and 
specific political or hummitarim purposes. 

Mmt A.I.D. efforts-about two thirds of doHm 
between 1962 and 1967-are designed primarily ts accelerate eco- 
nomic growth and social progress in the aided country. On the 
strictly ecsnomic side, economic grow& encompasses: 

I .  Dcveluprnent of technical, professional, entrepreneurial, and 
managerial skills. 

2. Increased productivity and output in industry and agricdture. 
3. Diversification ~f crops and industries, ta reduce dependence 

on one or a few mineral or agricral~turaI exports and consequent 
vulnerability to tvorld market price fluctuta~om, and to reduce 
relarive reliance on imported gmds. (The abs81ut~ quantity 
of imparts will h a s t  certaidy rise in m y  growing economy.) 

4. Increased savings and investment, to the pint  where self- 
financed investment plus foreign private investment 
output ta p o w  faster than popdation. 

5. Increased exports, to the point where 
foreign private investment can 
both consmp~on and investment. 

4 This is precisely the purpose of pages 33 $0 37 of Ep.ic &iibr8nxaerns bcmB; 
The Great Ascerez, Harper dk Row, New Ysrk 1963. 
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The priorities among these goals vary at different stages of develop 
ment, and the contribution of foreign economic aid also varies with 
the recipient's level of development. The least developed countries 
need first to develop basic skills and institutions. Technical assistance 
--trainin? and advisory services-plays the key role at this stage- 
Countries at the earliest stages of development also need some capital 
investment in schools, roads, ports, power, rvater systems-the phy- 
ical prerequisites for later growth of industry and m o d e h d  a@- 
culture. But construction of such infrastructure should not too far 
outstrip the country's capacity to maintain and use the new facilities. 
There is no point in constructing schools for which there are no 
teachers, or in building roads that carry little &Z&C and will 
deteriorate for lack of adequate maintenance. 

Therefore, although h e  least developed countries would seem to 
need economic aid most urgently, in fact they cannot use large 
amounts of aid effectively. Technical assistance is much less expen- 
sive than capital assistance. The average annual cost per U.S. advisor 
is $25,000 to $30,000 (and U.S. advisors are expensive compared 
to those from other countries). Trainiag persons from the developing 
countries in the United States costs an average of $5,000 to $6,000 
a year plus tramportation costs. In contrast, most capital assistance 
projects are reckoned in millions. Since the "aid package" to a very 
underdeveloped country should include cornparativeIy bigh propor- 
tions of technical assistance, the total dollar vdue of aid the country 
can absorb tends to be low. Moreover, at very eariy stages of devel- 
opment, wen capacity to use technical assistance and participant 
training is limited. Advisors must have more or less qualified students 
or counterparts to work with; these are hard to find where college 
graduates are numbered in tens and high school graduates in hun- 
dreds. Similarly, participants sent abroad for study must be at least 
partially prepared for their programs of study. Theoretically, of 
course, it would be possible to finance large numbers d operatiomd 
personnel-professional and technical specialists whose primary task 
is not to train host country perso~e l  but to perfom fhe job them- 
selves--to staff government services and even produche enterprises. 
?his would amount to a quasicolonial reghe? which would be 
palatable to neither tfre United States nor the recipient country. 
France currently finances thousands of teachers. t.ralron, and 
military personnel in most French-speaking African nations. The 
French expatriates are essential to permit the countries to function, 
but their number and inftuence arouse deep resentment. Had this 
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pattern of assistance not k e n  carried over from pre-Independence 
days, it probably would not have been acceptable at dl. 

As a country accumulates skills and builds up instituriofzs and 
infrastructure, the scope fur public and private investment in ind- 
and modemized agriculture broadens. Bdding and operating fac- 
tories and introducing modern fanning techniques require equipment 
and materials the country does not yet produce. Normally its export 
earnings are not great enough to cover the foreign exchange costs of 
importing the equipment and materials. Foreign private investment, 
while growing, is not large emugh to fiU the gap. Thus there is sub 
stantid need for aid-financed loans for capital projects, and the 
total amount of aid the country can use eEecdveIy incxeases shap1,y. 

Rapid growth may also generate demands for imported i- 
ties to permit aiready-esbbIished factories and transportation faf i -  
ties to operate at N1 capacity and to provide fe , pesticides, 
and other materids for mderui+ed agricu produdon. Such 
requirements are most eficiently financed through c o m d q  assist- 
ance. While the total amount of project lending is 

1 at which the recipient country can prepare and donors can review 
project proposds, commodity assistance is not thus encumber&. 
Thereefore, ,large mounts of commodity aid can be transferred 
quickly. Those countries receiving the greatest US. economic aid, 
with the exception of the security-oriented psopuns in Vie and 
Laos, are all relatively advanced countries whose economies require 
commodity assistance to maintain rapid and. whose goEcies 
warrant a degree of confidence that such aid will be used prdudveIy. 

Up to some point, a country's ability to use external funds 
efsciently for growth increases faster than its ability to earn foreign 
exchange. But as agriculturd and industrial growth become more 
efficient, diversified, and high-quality, the country is Increasingly 
able to compete in export markets. As future prospects for foreign 
exchange earnings brighten, the country can also afford to borrow 
from conventional banking sources of foreign exchange at bigher 
interest rates without assuming an excessive debt bwden. Moreover, 
the country's expaochg economy becomes more attractive to foreigp 
private investors who bring with them the foreign exchange needed 
to start their businesses. For atl these reasons, the countzyZs need for 
capital and commodi@ assistance on concessional terms5 tapers 
off. As its own educational and other ixJ.stitu~om gain seenra% and 

3 Loan terns (interest rate, repayment perid. grace period] are "csncesionaP" 
if they are more generous than a commercial bank would provide. 



as private investors bring in certain kinds of technical sirills, the 
need for technical assistance also itwindles. EvatudIy, the cousaplt 
reaches the p i n t  where it no longer needs concessiond assistance of 

; any kind to maintain its economic growth. 
The foregoing explains how foreign economic zid is wed at differ- 

ent stages of development to support funher economic growth. But 
does this not beg the basic question of whether such aid is ~ ~ C ~ S S ~ E ' J Y  , 
at all? Professor Edward C. Banfield has argued: 

Where cultural condiiions do not allow of it, economic deve'11aprnenP will 
not take place, no matter how much aid is given. O n  the other hand. where 
cultural conditions are right for it, devdspment will occur rapidly in the 
absence of any aid. Japan and Russia both deveioped rapidly without aid. 
No coun~ry is too poor to accumulate capital if its pesgIe are dispmd to 
save and to invest, and the technical kknswledge of the Westem W C O P E ~  is 
easily available to the underdeveloped countries-indeed, codd not be 
withhdd from them-if they are willing to avail themselves of it.& 

It is, of course, true that the obstacles to growth are deeply rooted 
in the cultures, social smctvres, and po~ioicd systems of the less- 

I developed commies, as well as in more mgib1e problems of lack of 
skius, inadequate institutions, scarce resources* population p r m .  
and &cult climate and geography. But as Profaor Ba&eId 
goes on to note, there is "an important middle qoup of c 
&at "show fair promise of eventual dew4 
cannot progress without substantial aid.' 
mental aid goes to these countries, as expl 
over, it is rjsky to conclude too hastily that conditions in phcular 
couazxies preclude gowrh.. In 1960, the idea that Korea might 
self-sustaining growth h the foreseeabie future was inconceivable. 
Yet since I964 Korea has made such strides that by 1966 both the 
Korean Government and the U.S. Gove 
to aid within a few years. The linle kingdom of lord- ariQ resowre- . - 
poor, and faced with the problem of ingegrahg bitter pd 
refugees nurnkkg a quarter of its population, to be cited ars. a 
classic illustration of a '*nonviable e m m y . "  Jordan had long de- 
pended heavily on foreign subsidies, British before I957 and 
thereafter. Yet determined leadership (plus U.S. prd&g) brought 
real progress by 1967. In 1960 Jordan finmeed from do 
nues d y  45 per cent of her expenditures. %n 1966, despite 

6 Edward C. Banfield, 'Wcrican Foreig Aid D&nes4'* in Gold., d, 
Why Foreign Aid-?# op. ci!.* pp. 12-13. 

7 Jbid 
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spending for development, she financed W J O - P ~ ~ ~ ~ S  of her budget. More- 
over, before the ArabIsraeIi War of June f 967, the BorMan ~ f s o x n y  
was growing racidly." Even the grave setbacks resulting from tbe war 
are not likely to revive the prediction of perennial d e p n d e ~ e .  

Many nations of Africa and Asia. and some in Latin Am&-, 
face decades before they can hope to be srlf*usGaing. Aid's 
role is marad. It c a m  create-&ouph it can encoumge-cundi- 
tions essential for growth. But a long time is not never9 and a marginal 
contribution may, at a critical juncture, make the diEerene 
progress a d  stagnation. 

The discussion to this point has conmmed economic 
But economic progas is bexlricably entangled with poW@s and 
social change. Moreover, even 8 it were feasible $0 divorce ewwcmic 
mxvt.h from political and social progressF U.S. interests go w d  a 
beyond the creation of modem. self-sustaining sonomier Ad&PrScpd 
gods are: 

1. A more equitable dstfibution of wealth. income, and 
opportunity arnong classes, regions, and ethnic groupZ and 
between urban and mrd areas. 

2. Progress t o w d  a syacm of gow ent h t  is stable enough 
to emowage de%7elopmen~ remonabiy rapmive to 
aspirations, capable of promohg Broaden& pBliaicd 
pation, and tolcr-nt of &sent ~ b i a a  broad bitse 

W'hile these gads we as important as-wme w6utd argue more 
we 

than about how 10 overcome econraaric car tedmicd problems. More- 
o'c7e:r, a l~ou*  most developiag counhs  will accept same fo~ign 
advice on economic and technical gpresfions, hey me more MeBy 
to resent aod resist what they view 3~ intemen~~n in their political 
and social dais. For these and other reasom, &e Unit& States Bas 
4ven less explicit aaemisn and e m p h ~ k  to these gods than to 3 

economic object.ives. 
A.1-D, activities increase the weEm or h- 
position of disadt*mkd goups? thereby 

increasing equity-for example. adult literacy cmpaikps, village 
for k!ated 



utd neglected regions of particular counuies, training for labor union 
leaders. A.1-D. has also pressed for redoms in laad mure, tzx  
structure, educational priorities, and athex host government IW=PII~~~ 

which will increase equity as well as p~fumoting growth. 
Very lit& U.S. economic aid contributes direP3j to broadened 

political participation and more reswnshe gouernments. A.I.D. 
generally takes an indirect approach gods, hoping tht more 
and better education, widespread experience in orga 
cooperaG-cs and credit unions, and the en;ergence of a landed 
pasmaq and a cornmerctd acd wchic'atI a d d l e  class will con- 
tribute ic turn to broadened an2 mpoosibte political pdcipatioo. 
But in some countries U.S. econocic aid may not have stcen&ened 
demxratic &ends, and may even have cmsolidated the sb.ea-g& OF 
mservaticye elites. A.I.D. nakes a h a t  no effort to assess long- 
germ impac~, whether intended or accidentaln on *he political structure 
arnd evolution of recipient countries. 

For years some people both within aad outside the agency have 
urged a more active effort to promote political developmead. Reendy 
Congress has instructed A.1.D. to desip its so as to era- 
courage the dewtopmen? of democrat'c iastitu o b ~ i i o ~  that 
democracy d m  not foI3.0~ auiomaric&j from ecoaao~c 
but It is Iess clear how much and what can be done ta hprowft the 
chances of democxatiif etso!mion. 

In the long ma, de\pelogmcntd i d  is e rmted to in- &e 
stabity of the new nations and rhe security of the United S~tes,  
Secretary of Defense Robert S. McNamara s ..sd this view pdcu-  
ladv -. clearly in May 31966, using data sh~~bing a s @ G g  came1ati~n 
between poverty and instabili~. and concluding: 

Roushl?; 100 countries today arc caught up in %he ama4sitiaaa to 
modern societies. . . . This sweeping surge sf bevelopmnt bas no pudltel 
in history. It has turned araditionally listless areas of ahe ~trilrridi into awng 
caufdaom af change. On the wx-hde, it has not k n  a very pacefuli prwes, 
. . . "Fhe years  hat lie ahead for the na~ians k the wan&em hdf of Lbe 
gIsk are pregnant with violence. Tihis would be iime even if no of 
Comwniot s~b~~etrsssion ex.is%ed--as it clearly does. , . , M e & e s  
n3St.s me InVdt.ed ar nox, violence mywhere in a taut .;k.arld 
sharp signals through the complex ymglia of internation& rel3tioms; m d  
the security of the United S~aaes is related to tbe security ad! stEli6y 0% 
na:io~s half a globe away. 



The Secretary hastened to add that he did not suggst the tiaitedl 
Smtes could OK should become: the 'Giobd Gendme.*" But %i 
growth appears to be essential (though not n d l y  sufident) fa 

those countries that need and request assistance. and are 
s~ably  able and willing 10 help 

Thus developmental aid, if ii is succsdul, is e x v a d  ulGma&& 
to promote increased stability wiLin aod mong nations. But !ong+ma 
economic and social progess is no cr to d i e  and sewere 

aid is 
also used, often in conjunction with d!.i aid, to try to ward off 
imminent violence or to cope with it once it has a s m e d .  
I961 and 1966 rou@ly a Mth of A.I.D. funds was 
immediate security problems. Recently the iasemified war io Vie 
has claimed a much larger share of U S .  aid. 

During the 1950's. a g o d  part of W.S. econ 
tary aid. went to increase defeme c 

munist China. Military assisjemce is the most ob%ious m r ~  oS help 
prepare for-ad thereby, perhaps, prevent-t- 
attack. BUE mainfain@ large defe 

inflationary pressures. In eocmnies where the U ~ t e d  States has felt 
it important $0 suppon a majw defense effort-at d 
Greece, Turkey, Iran. Pakistan. T&wm, Korea, Viemm-econ 
assistance has k e n  used to fiamce e 
the supply of goods people want to 
pressure. Morm~~er~ tbe imports are sold 
and h e  proceeds (or taxes on the p 
recipient government to increase its dfmse budget. 

countries against external attack has d h i n k h d  greatly since 1960. 
Soviet and Comnis t  Chinese emphasis has shifted &om overt 
az~esskn to support for internal subversive ma-ennena. M~lrrnver? 
severd af the countries 3bQadexbg the Soviet Union or a m  
increasingly aMe ta maintain both. sizeable defense f~mes  ma- 
~ t i c  de~eIopmex3t p 3 

9 Address "?y Secretary of Defense R&W 5, %qcN&mm before the Arne* 
Wie Iy  of hewspaper Editors, %fsnm&, May 18, 1966. Ha&%= taken 
from f h ~  original. 



elimiaa*ed. Greece and Taiwan have received ~ R B  A-1.D.. mkh 
for several years; both sustain r 

for 

stantial military and development expenditures waaut fmcign 
assisbn~t;. + 

However, the threat of internal unrest and ins~rgmcy - Y in 
the developing counlries has not diminirhed. In v~oh \I has in 

munist supplies of a m  and merr mav d a:=&vate &- i 
security threats, but rhe origid tensiow we h8me@0~m. 
hostility was the clear basis for the &sintcpba d law and o~dm 
and the outbreak of' a d  rebellion in Cmgo in ttae early I9Ws 
and in Nlgena in 1966, althou* forcip Co mist and o&er 

U.S. ~ n o r n i c  assiswce k used b& ta hdp gave 

rhe causes of the insmgea;. lf acdm wid- =barn or 
insurgency has already wcp?lmdn as in the Conga Iisl 1961 or in 
Laos and .Vietnam, aconmie aid wrvs as did "%kfe1[15e  upp pa$;^ 
progmas of the 195Us tco combat idadstam md su 

assistance to Lam and wemm. E m a o ~ e  aid b 

and security 

plies, and advisors for the 

police wad border patm!s. 
To a large eLxknx rhe a.ioIeace in Laas a d  Vi is ~ e d z  

warfare mxher xhm conven~iand -wadLm, L~ e8dvsill ddexase 
a i n s t  5 canvear6o*d amck h like$ ta forc'c t$r bwgea& to fa 
back upon guerrilla taet ic~ .~~ Surc~sful canna8 d pe~b w&m 
demmds the acri~.r cwpraGon of the I o a l  p p i e  i h e e a r r  em- 
namic aid is  Pso used far  relief Jnd q~ek-impza devcEopmmt pra- 
rnrams desiped to brinefit pmptly md wim the u r p p s  d r b 

In Virmhm, i4.I.D. has Prw~iocid I i e p m a m ~ ~ s  in ea@h d tlbe 



43 provinces, directing p 
extensiaa, comtmdlan 
adviri6,  

In certain other eoua 
under way, dkatfectioa in pa 
Northeast Thailand, for exampie, mditia~rmay has 
ihe remainder of the countrv. Its people 
~ a o  rather the mai. It is de tm~i not 
in the progress of the rest of the p a s t f e w y e a r ~ b  

tke isolated and pvem+~ckea Nodes t  has bea  a pe P& 
lem. Recently, disaffection has flared into widapead protest Om the 

ignored by the people of Lima and the coast watch a 

convert economic and miail 
lence. 
To provide concrete evidenoe of progress in su 

$0 create a sense of a s&e in the 

p~$.aMe waxer, sewcrqe, 

primaq education, 

subversion. Ilndeed, m a t  U S .  a o n ~ ~ c  ~d to 
the Noz&~z~P;  the 

into rhe region and for cash crops to find a 

of Jll&S of d.kW"2afit~ TXliZdS d&f 

These efforts are eoncemed bcah de~elopmnt and 
security. The emphw& depn& en the in~c&Q of the 



with the broader international conflict, emphasis on secu~tj- is strongb- 
In Northeast Brazil, where the threat is  vi~we"d as serious but 1- 
imminent, more stress is placed on wmeu-hat fongec-ma dwe!opmmt 
efforts. 

Economic aid is also used to counter smaUcr-sea1e~ more si~tliad 
threats to a nation% security and stabilit):, as well as to heip mbol 
widespread insurgency and to reduce regooat d i s f l d o n .  For 
example, Colombia and Venezuela do nat face widespread. Mge- 
scale insurgency, but are plagued with! s a m ~ d  bandit anrl tern&% 
groups weking, at least in part, politjeal ends. In both a n r n u i ~  
United SWes finances sizeable p s to 

other countries, but where there k no siM6cm I aid is simply intended to strenflen a basic 
I 

much like other public adminis-Gon asismee. 1 On 
men& have requested and the Unired Stam has pr~Gded 
control equipment to forestall expected dism&mcs ar to cope with 
&em once tbey have occurred. 

tee) rhe chances of pogpical development and &em 
such aid emnot ad daxe  poIiGcd ~xises, 
cope inme& to a anation'IIs s ~ v .  me~&1fom~ 
nods: aid is u d  of ways to try to S u e n e  the 
po13ti5:d situation in the aided owntry. where the O U P C Q ~ ~  ap 
important to more lasting U.S. interests- 
For example, woaaomk dad bas WE used in 

Republic, Guyana. and elsew%aerst ro buy time far new 
C O I I S ~ ~ & ?  their ~ o s ~ ~ I s  and f ~ m ~ I a &  
regimes often inherit ovewhe 
deficits, slonc~ms 3s::aan 
of commdiify 
&e government can 

dready-amblished 
emergency aid may 
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guverxument are chaos or extremism. 
Economic problems short of a general economic Mir for exam#e, 

unernpI.oyment concentrated in a pmticular re@on or age: group, may 
also represent a political threat, which foreiga aid on help lpto -- 
In Kenya demonsmdons and riots by un 
their teens and early twenties led the G 
create and 41.1-D. to assist a valulra 
somewhat like the Civilian Consemation Corps of the dep-m 
years in the Uraidied Sates. 

Economic assistance has dso ken  
outcome of elections, or simply to emre &at th 
In Venezuela temioritsts sought to sabtage aHe e 
1963, warning that those who weat to the pons w d d  be mails far 
snipers. The United States stepped up s for the Vaaelan 
military and police. U'here 
erament to relax mppalul con&09!0 or 
unrest, and a handicap fo 
has more than on= 
modity imports to 
nmic assistance h 
American countries after 
approval and to encowage 
to constimtload 

us&, dong \xi,& &pB10maq and other fore@ 
policy instruments, to try to influence recipients* foreign policy Gears 
-heir 8;rritudes toward the united States, their cold. war rde, and 
their behavior i ~ ~ t r d  their nei@b?rs and in &at 
Goas outside a Cold \Iu"ar context 

Perhaps the most oItst.ious of 
the United States. US. interest in 
festztian of &nefic;an dake to 
access are the prerequisites wi&out which U S -  S u e n e  on more 
specific issues will be c aid &odd pro- 
mote good will. But in practice, of ~~Z ttie very fact of &pendf:me 
on iassbance may prdurce rexnme:nt. 

doas &at am often attached to 
the k t  ckc 
conducts suhtmdd p gdaf iUperse is  
the. Ce s m d d  
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of the aid," thereby hopefully ensuring recowgaitin and encouraging 
good will, but io general, projects are not selected or designed on 
grounds of how much good will they will create. 

Sometimes, however, projects or even whde connw prog- 
are undertaken primarily to create good will for the United State. 
Independence Day gifts, the Mission DKectorrs Fund for use at his 
discretion to support small self-help projects, "pet" projects ardently 
desired by heads of state or other key pditical figwes despite a low 
development priority, and showy "impact" projects are all designed 
to advertise U.S. generosity and interest in the recipieat nation. And 
In a number of s m d  s u b S & a a  African nations where other donos 
finance most of the development aid required, the UG'led S t a ~  
provides limited amounts of technical and capital assistance lz~gejy 
to demoristrate U.S. friedship and encowage 

Turning from g o d  will to more concrete 
relations between recipient nations a d  the Unite 
aid is used to protect U.S. economic and m%taq interests. By law,= 
aid to a nation &at nationalizes olr exprprlates U.S. public or 
property without adequate compensation is suspended, as in 
Erom 7963 to mid-1965. \&%en Peru seemed on the verge of expro- 
priating a major W.S. firm, A.I.D. lo- were def to pressure 
rhe government to negotiate its differences with fgae In seved 
countries economic aid was fosmedy used to pay explicit rental for 
f i t a r y  bases, but it is no longer so used. "Were are sm, however3 
U.S. economic aid programs which are larger &an they would be we= 
strategic facilities not located inr the recipient countries. 

Economic aid is also enlisted to serve sh. cold war 
Countries that pernit ships or &craft under their registry to e 
goods to Cuba or NO& Vie ot eligible for eono~e9 

promise of aid hqs been used as a bribe to induce a corntry to 
refuse overilight and landing rights to the Sovia Union or to delay 

31 A.I.lD.-financed capital projecx must be clearly idrentifid as such by a 
plaque or marker. Food for Peace comoeJlibes 2nd amcks, md equipment h- 
poraed under A.I.D. programs are labeled with &e "Elas@ hmW emblem. 
Wde newspaper and radio coverage is mugba for announcements of new aid 
and dediazian of completed projects. 

= Forei-gn Assistance Act of t 96 X as mended, Section QZOC e 1. 
33 Fareign ,bistm@e Act of 1961 as mend& &tian d",Q(p). 
34 F& for Peace Act of 1966. Section IO3$d) (3). 



26 Ai& Influenct., and Forei+gn J%~li~3- 

developing nations from relying on 
reliance seems ike1y to lead to internal subversion or 
Soviet bloc or Chinese foreign policy positions. Such "burner- 
Communist" efforts may take rhe form of fulf-scale oountry assktt- 
mce programs, as in Guinea until Kavemkr 1966, or of more 
limited attempts to maintain U'estern contact and influence with 
key groups (police) or fields (mass media, education). 

Aside Prom the Cold War context, aid. (or the wiaoldhg of aid) 
is also used to encourage peaceful resolution of disputes. Aid has 
k e n  cut or withheld discourage aggression: &as, in rn unsracce~ 
ful effort to dissuade Sukarno from his co&ron&tiom policy toward 
Malaysia, aid to Indonesia dropped from roughly $120 
(including Food for Peace c 
Aid to India and Pakistan ded &wing their border war of 
1965-1966. 

It is true that the unintende6-&ou& often predictable-rdt 

to attack or threatem Itheir neI@bn. assistance a n  be md 
has been so diverted, despite paor~~iom in the: aid agreements 
Iahg that the equipment provided be used only for defense. 
ilas happened in the Greek-Turkish eodrondon over C~pms and 
in ttie lado-Pakistan codkit. E&iopia has 
planes to bomb and strafe border areas Econornie aid. 
can have a similar cfteci h&rtly, by pe 
more of iB own resources to use  out 
mend goah. n e  tk6te.d States has often ken sh~mi@t& in 
to anticipate such co=quen@es of ills aid!. 

Aid is dso wed in, quite a ~Mcrent way to support and eoco 
inttrnadonal cooperation, through development d 
responsible regionat and subregional 
and tecHnica3 assistmck hav 

g.roupIngS 

Findy, some ec~nomic d d  goes for purely 
The two clearest t y p f s  of humd&m aid are 
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support for the relief programs conducted by private U.S. charitable 
organizations abroad. 

Every U.S. Ambassador or Chief of Mission has authority to use 
up to $75,000 for relief for victims of disasters such as flood, earth- 
quake, volcanic erupfion, hunicane, drought and famine, landslide, 
or epidemic. The authority applies to each separate instance, so that 
if a country suffers several disasters in one year, the Ambanador 
may spend up to $25,000 on relief for each of them. Much Iarger 
sums are often used ~ 4 t h  permission from 1Vashingtoaa Food for 
Peace commodities is also available for disaster relief- For exampIe, 
floods and landslides on the steep and heavily populated hills of B o  
de Janeiro in January 1966 killed hundreds and left thousands home- 
less. A total of $72,000 in A.3.D. funds was provided for tents, 
blankets, and medical supplies and food from F d  for Peace sup- 
plies was distributed. 

Almost five hundred private U.S. agencies provide technical mist- 
ance and conduct relief programs in the developing couatries. Sixty 
of these are registered wish A.1-D.3 Advisory on Vohn- 
tary Foreign Aid. They include organk~ons such as Church World 
Service, Catholic Relief Services, the American Jewish Joint Distri- 
bution Committee, Fnc., CARE, and organizations set up by f m ,  
'labor, educational, health, and welfare gro .ID- pays ocean 
freight to 'transport books, medicines, used c took, md other 
contributions collected in the United States 
in fiscal year 1966, this freight biu came to over $5 
qeater support for &e private agencies is 5 

for Peace program. In fiscal year 1965 about $320 
and fiber was provided to 17 agencies for use in their overseas pro- 
orams. That year, food distributed by the voluntary agencies helped e 
feed some 70 niillion people, including roughly 40 million children 
reached tXuou& school 'func21 programs.1T 

A.I.D. also provides substantial support for health programs such 
as the World Health Orga&ation*s world~ide malaria eradication 
drivc; the campaign to inoculate all children in 19 \Vest African 
countries against measles, which there kills as many as a 
the children who contract it; and rhe progrm to fomfy Food for 
Peace dry milk, flour and c o r n e d  with vitamins and iron, p d c u -  
larly for preschuol children. Such programs serve an O~P$OW hummi- 
Brian purpose; in the long run they also contribute to deveIopment. 

36 A.1.D.. ~g~radiorns Repara, FY 1966. p. 22. 
2".f .D., froposed Economic Assisrepnce Programs3 FY 1967, g. 62. 
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Aid as a BIu1tipurpose Instmment 

Most U.S. economic aid is intended either to promote economic 
and social progress, or to help restore security and stab'rlity in coun- 
tries where terrorism, insurgency, or extend attack are cunent or 
imminent. Much smaller sums are used for more immediate political 
purposes or for humanitarian programs. But each of these general 
objectives encompasses many more specific goals. Moreover, the US. 
economic assistance program in any one country often is designed to 
pursue more than one of these objectives. 

Nor is there any simple correlation between the form of aid and 
the primary purpose of specific aid actions. Most techmeal assistance 
serves development purposes. But political considerations not S e -  
quently enter into the selection and design of particular projects, and 
occasionally technical assistance is used for primarily political or se- 
curity goals. Similarly, both capital projects and commcdity imports 
may serve virtually pure development purposes, almost exc1usive~y 
political or security goals, or a combination of objectives. However, 
when A.1.D. finances technical, capital, cr comudity assistance for 
political or security purposes, it nonnd1y draws on a special fund 
called Supporting Assistance, which has been appropriated by Con- 
gress specifically for such purposes. 

The fact that aid is used to serve so many goals c a w s  confusion 
and draws criticism at home and abroad. There is broad suppost 
among the US. public for developmental and humani&an aid, al- 
though many are impatient that the task of development seems to 
take so long. But aid for political purposes has a nasty ring. Yet spe- 
cific political uses of aid--for example, withho2.diag aid from military 
juntas to demonstrate U.S. disapproval-win widespread approval. 

Congress is deeply divided regarding the proper goals of foreign 
aid. Some Congressmen steadfastly support deve3.opme.ntd aid to Latin 
America and, for example, India, but question the value and wisdom 
of economic aid for security goals. Others heady approve of aid that 
seems to serve clear security or stability interests, but challenge pour- 
ing millions-indeed, billions-into developmental aid. 'Ihe &pari- 
ties within Congfess regarding aid priorities axe illustrated by Senator 
Fulbright's and Representative Thomas Morgan's respective views on 
the wisdom of separating the military assistance and economic assist- 
ance b&. From 1962 to 1965, Senator Fulbri@tj as Chairman of the 
Senate Foreign Relations Committee, urged that economic mistance 
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legislation be divorced from military assistance bills, while Chairman 
Morgan (Democrat, Pennsylvania) of the House Foreign Affairs 
Committee insisted that separating the two programs would cause the 
economic aid bill to be cut to ribbons. As for using aid to promote 
immediate political objectives, Congress virtually unanimous1y con- 
demns the idea in principle, yet is quick to propose using aid for pro- 
tecting U.S. fishing interests or discouraging trade with Cuba. 
In the developing countries themselves, the fact that U.S. economic 

aid is sometimes used to protect U.S. economic interests or to try to 
influence internal politics or foreign policy positions of recipients is 
readily interpreted as proof that the entire program is part of a new 
imperialist scheme. 

The further question arises whether aid's multiple goals are con- 
sistent with each other. There is isno simple answer. To a large degree, 
different uses of aid are complementary. The outcome of an immedi- 
ate political crisis within an aid-receiving country may be crucial for 
its long-term development prospects. Reasonable security aml stabsty 
are prerequisites for economic and social progress, and in some cir- 
cumstances evidence of such progress may be an essential ingredient 
in re-establishing security and stability. 

But not infrequently, foreign policy purposes for which aid is an 
instrument conflict. Desire to maintain cordia? diplomatic relations, or 
concern for a regime's stability, or interest in maintaining access to at 

military installation may inhibit U.S. efforts to promote reform. Con- 
versely, insistence on development criteria may interfere with effective 
use of aid for short-nm political gods. The manner in which aid k 
used in one country may also affect U.S. interests in other countries. 
Military aid that stimulates an arms race is an obvious example. Less 
obvious is the disincentive effect that U.S. crisis support for an inept 
regime may have in neighboring countries. If the United States is will- 
ing to come to the aid of a gQvemment that has failed to take needed 
measures to avoid a budget or ioreign exchange crisis, others may well 
conclude that they need not undertake painful refoms to qualify 
for aid. 

In Ethiopia, for example, the United States has sought simultane- 
ously to maintain the right to operate an important military communi- 
cations center, to encourage modernizing forces in a corntry where 
feudal authority is still strong, and to damp down the long smoldering 
border dispute with Somalia Military aid is a quid pro quo for the 
communications center. But strengthwed Ethiopian military forces 
may threaten the precarious truce with Somalia, and may dive~st a 
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growing portion of thc budget from development uses. Moreover, US. 
arms aid to Ethiopia is a major cause for Somalia's heavy reliance on 
Communist arms aid. On the economic side, substanid refoms are 
prerequisites for real progress. Yet too vigorous support for moderniz- 
ing groups may antagonize others whose good will is essential for 
maintaining access to the communications center. On the other hand, 
modemizing groups may be expected to grow more powerful and a p  
parent U.S. support for conservative forces may jeopardize fuhne 
good relations. 

Some conflict among objectives is inevitable. However, there is a 
strong tendency in the Executive Branch not only to @as over con- 
flicts among goals in defending proposed or actual actions before Con- 
gress and the public, but also to minimize such conflicts in its own 
deliberations. Sometimes codicts are 'transitory, and muddling throu& 
may be preferable to borrowing trouble, that is, to anticipating prob- 
lems which may not materialize. Often, however, obscuring a potential 
conflict increases the chances that it will occur. Franker appraisal ~f 
relations among objectives and more eRort to anticihte the side- 
effects of programs would be feasible and almost surely us&& 



CHAPTER 2 

AZZocation Criteria a d  
Types of Cou 

U.S. ECONOMIC AID PROGRAMS are a veritable menagerie of sizes and 
shapes, reflecting both the wide range of U.S. interests they serve and 
the tremendous variation in the aided countries" own - . 

Criteria for Moeating Aid 

Three basic criteria largely determine the vdume and content of 
U.S. economic assislance in any p m i c d ~  3:ounq. These are: the 
politid importance to the United States d the country's s b b % ~  smi 
growth; the ability of the country to absorb external resources far 
growth; and the availability to the country of re-- on appropriate 
t e r n  from other sources. 

No single factor determines the importance to the Uaited States of 
mother country's stability and grow&. The couotryns size, ppuBaGoan, 
location, and resources clearly are taken kt0 account. 

Any special historic tie a country may have ~ 5 t h  thc United States; 
is likely to atrect the U.S. Gove nt"s view of i s  hpmnce.  me 
long-standing U.S. interest in Latin America is reflected in the special 
status of the Alliance"for Progress and in separate 
appropriation of loan and grant fudds for Latin 
annual Foreign Assistance Acts. Liberia has k e n  viewed b t ~ f i d y  
as the African ward of the United States, dating 
in the early nineteenth century by freed slaves from 
of special responsibility plus amcem that lack of pmpss in Liberia 
would reflect unfavomb1y on the United States has Bed 6s v e q  high 
per capita aid for Liberia for over a decade. (The presence 05 sub- 
stantial private U.S. interests in Eikga probably & a less Muenfid 

* This chapter is based on id& developed within the Rogam Coor&m~ad6m 
St& of A.LD. in 31963 and 1964. These ideas were used then and hater in 
Agency publications md testimony before C~ngress. 
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factor; similar interests in, for example, Zambia have nor led to a she- 
able i d  there.) Ihe U.S. hwrst  io Esrael led to grit- 

domestic L'.S. poliricd considerations c8-d us to continue asnomie 
aid for several years after Israel's own savings. expon e 
ability to amact foreign private inves~ea t  ant? support were ad 
for both defense and growth. 

Ties of m i l i w  alliance enter into the jndpent of a munVts irn- 
pos&nce to the United States, and affect priodtie~ for 
wen as military assistance. Past aid to Greece, Bran, and 
current aid to Turkey reflect thir facttor. 

The country's role in regional and in&m~ond 

resource-rich, aar e, largely ze 
smctive role En No 
responsible and energetic developme.nt efforts ~ & t  g r ~ ~ d e  a model 
for other nations. Jordzds role in moderaxi~g and balaodap Middle 

A nation's strong iidueact: in x @ o d  
taining ties and providing assi~tmee de~pite dkcomey or 

k g  aid, Thus md- 
at 4q.I.D- ass&ttnce and more su*m~mn~& for Peace for the 
United Arab Republic have been contiaued, while aid to Caogo (Ba- 
mville) was suspended in 1964 fo1b'ok.i~s.g a sed= of mp1 

similar circaamsxan@es. 
A country3 internal po~s3cal ~fienhGaa affects the 

to the United States of its stabaim and - S u k m a  US- svp- 
port for India and Ki'geria bas reiected not on& the size and 
and inrernational importance of both c o m ~ a n  but also ( 
tragic events of 1906 and 1967 in Nigeria) the promise bodh 
of developing viable, reasombay opm, and mprnive poligd s~as- 
tern. In canmt  U.S. distaste for hv&es's 

eradicadion proCIm; even thst 

the i~1an.d.~ This is nor ';o deny &at heavy US. aid h;rs ,gone r[s ~ Q B E -  

reprsentad~c a d  wen te?ressive 
Ijbd system is ens x - r . . ~ -  - many faetas eansider&; it 
often is oumei_ghcd i; : ': .-r f aaors. 



Existing U.S. Dade ties and imrcsment in a couaw, and 
for expanding these, also may inffuence the judwat of i 
the United Smtes. However, the impact lof these caraside 
ably las than might be expected. The buk of U.S. nonoit invemmt 

America. Histdc. securiaq; and ewnmic interests 
Latin America spe~f-t! priority. The oil-rich na 
to the United States, are not czandidlatm for s 
ance, because theis oil revenues can finan= their de 
men&. The potential for saibmnE8 grade 
the remaining developing natiom is far eenou& in the future so h. 

U ~ t d  Sws a 
continued stability and growth." But a rough judgment of how much 
it matters $0 the United States lies k b d  each decision to d d d  
put in a token eBort9 or umle a sizeable to grt;cweat & 
htegrahn or extremist control or seriowty to p m o &  mad 
economic growth. 

The second major criterion for 
which a country am m 
growth, If a country far[:- 
deckion to try to head off 
depend on any jud-meat. 

can weigh whether or not accelerated dewlopment in a 
try would sikmficanrly advance CS. hsexes~ ad] haw much aid the 
country can absorb eEec~veIy. 

PO &E ullkd Sm&S,,w b EbQ 
simple or single index or measure Same of the mare hm 
~ c ~ u d e :  

Iaw and orderfE" 
5 2. k 2 - d  of de%*e31oppnezit of the mmwfs 
, 
I 

I s m s m  
F. 
B 

3. k4xe1 of de~elopment of is &~~diaaal 
and saphixdadosx of b~om3 e ~ e S I m  
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local government, and private iadusu);, as weil as %be oqgo~m*~ 
tion and cmi~peteixrce of the w a t d  government- 

1. Nature and suensh of social and cultural &QC~S ito ~hmge, 
and the emnt to which these have kwme e m w i d  in 
organhdon and pliticd i s u s .  

&forks to mobilize the wumq5 a m  
these to the highest prioriy 

Rich natwl resources, including 
ously make it easier far a co 

for lack of some or au 0f 

capacity to use aid effectively comespod dosely w%th tlte sbge of 
growth 3 country has a i ~ e d y  achkwed. But at any sta.ga d dewfdog 

e m  sa~ng1y &em irs f r d e r  progress and the mount d aid it 
abrb-  

t 

r 

I 

i 
I33857 for go&,*. I 

Much anore sdg, d t  
advanced countryy or perhaps a comb 



geographic division of labor has cmctged: the Udted Sg5- prorides 
the peat bdk of aid to b i n  America: Eltrope i ~ a a ~ a  most of 
Africa's dcvel~pment a~istancc: and the? United S ~ t s ,  Eurap, d 
Japan all extend u;bstantial aid to vsious &an oratiom. The Jlrra* 
tion of U.S. aid takes into account the paatem of other doam* pro- 
grams. (Where the "other donor" is ihc Soviet Union. or m o ~  brm$agy 
the Soviet bloc and/or Communist China. the saai&t S O D O ~ ~ C  cab 
culation may be ou~eighgd by poltical m c m  owrr encssiw re!& 
an= on Communist souace, ) 

I Terminating aid to a eountq that h s  x b i e u d  selfewsthlining 
i 

growth is realfy an application of Phis t5ird criterion. Ia aPbiw woxdds. 
r the Wlnilad States has not Iat  interzmp iikn zhe con6md grgf,w%b d Ismel, 

Greece, and Taiwan, ali of which used 10 receive guhmhil A,H.D* 
assistance but now receive n9[gne, A!! tiire rzuuid s;tighi put to hiCmy' pra-~ 
ductive use any dd phal &ey wrrc g i ~ c e ~  But t b q  $BOW at&n 
their grow& *aagh their o m  sazvings and e x p a  fmeim private in- 
vestment, and bnowing amu@ ~oma11 so ch fis; sigh as 
the Export-Impon Bank. PU~ou& the iiatcrmg rates efiaxgd by am- 

I mercial sources are higher fhan A.I.D. Iwn luws. 1Be eaunaris' pra- 
spcaive earnings can e a q  &e dditjomI bvsdm of h d e r  la 
Therefore, rhe United States nwd. not prnide more aica $0 acbic96'c tlhe 
goal of rapid g m d .  In some caws. howeverr, the U-hdi States bas 

to any country is roughly dsremined by rhat romtxy% ian 

meat Moreover. praLgams derrlap their owa ineaia. 
clue %a how much $d g mmPn + wnl receive W x t  y m  k how mu& 21% 

ir b receiving this year- Bur &is p d y  rcilects &e fa thzt a 
imponulce, a b ~ v G \ p  cap.acit>, and hmcid S i ~ G o n  mrly cI$mge 
sudden$ from one ., vear to mo&?er. 1'3;"hea a ma& change io u d m e  
ar con~.nt  of aid to a specific couara): k.; pro F *& p 
mdly disc wi&h the US. GOY 

The p * and t h e ~ f a r e  the daipa, emtent, ;aw% 

widely. Aqv cl&,aerjara d t v m  e - d m u n q  



and xrme individual programs do nat 61 comfombiy inta &c 
Nonetheless, some gouping is esrmtid I niae is to grasp the 

gramsank nably dsriywd as finjag one caf three caliegmia: 
major develop 
storing security and stabilig; or limited prosms &$=& to om~weti 
goals. This classification is not a sy t ~ r  m&iag da%imsw 
description of the rsullts of 131s d n-making prwes. In 
words, k 1 . D .  does not cissify countries and &ereby deternine 
size and kind of aid psogm they shall receive- Ra&mw the Wftc allcr- 
cation criteria, county circumstances, and LLS. in$ pralu~e the 
paxtern. 

grams were comduc$d in a b u t  30 ~ o u i r ~ ~ e . ~  Together 
approximately two thirds of tohi A. l ,b  a k m c e  that period The 
p b q  piwpw of US. aomic msismee to these c ~ B x . ~ ~  is to 

1 accelerate their -rocanaomic and 
t garb. 

The 30 countries ranse u;ide.lv I in heir $age of dwelopen&, fmm 
very underdevebped Liberia to xbpbis&cc:a~d c. They dm 9~'a.q 
greatly in tlhe adsquacj- of &ek self-help eRam and capacity tor use 

Tbe a ~ b u ~ ~ a  of' aid mong the 
30 reflects these diRerenm- 
Pakistan, Twkcv, d Nigeria, Tzsnisia, and Cdopmbia- 

over the pas8 few 
vem.  Most are relatively advmced h wms of hluim6raad amd hdmi- 
&id suUaure, ~whicd &&, a d  a d m k i s m ~ ~ e  camptenem are 

! 
i 

world or rcpional aB&. 'Thereforej since 1962 &ex h v e  m- 

of dl A.i.D. assistance. Moreol~., 1 for crarmd~y kpa make 
up a large pan of A.1.D. assktaace TO eight of the nlw, re@eethg sub 

can probably reach WE-s 
s are ~[:@naduef& b iig a m b r  of hh 

~Xrnefica countries, &e BWippha, =d x v e d  m~om. ira 
same cases, &t relati7;ely small s k  of the aid p m p a  Gmpty ref! 
the size of tht comm. + For example, an a per capita b& U.S. 



/ ar.= to several of the ~entnii ~merican countries quite hi&. 
How~ver, a number of the countries receiving more m d s t  develop 1 merit assistance haw not taken essential reform meaura. Canpars- 
tively low leveis of U.S. assistance to these countries reflect the 

I 

I judgment that fhey have not demomtra~d their capacity to 
scale aid effectively. As they improve their policies. the United Stata 
will probably be bewing to provide more aid. A few of the African 
countries in which the United Srrates canducts rndmte4id develop- 
ment programs also receive substmtia! aid from other ~ODOFS;. In these 
counzries the rope and volume of U.S. r?id is iidjmwd not only to their 
stage of development and self-help efforts, but also to take account of 
other donors' pro-grams. 

All the development programs9 Luge and small. go b o n d  provision 
of technical and capital assistance to anemipt to h&uence the &piesat 
country% self-help efforts, that k, the cornpidon of its self-fi 
development proegams and the nature of its devdopment pokks. 
Why is such involvement-some would say inkmenlij;@saa-nav? 
Aid rarely fiaaaes more &an a small fiacfisra af a rc0uara~'s total de- 
velopment effmt Therefore. what the coua~y does with the remainder 
of the resources at its disp pace md pat- 
tern of its p r o p s .  . Aid for any 
particular project for atkaer uses 
(although the donor rare$ pays thr full costs of any pmjea). The 
United States may concentrate its dd. 10 a p d d a s  czeauntry in the 
fields of education and agriculture; but if &e hmt 
higher priority to industrial gou,%h and defense, it may shat some of 
its own resources into these fields. The neat cBat of US. aid m educa- 
tion and a,oricta!ture therefore wodd be increased hv&sment in h d w  
try and defense. 
la practice, the impact of aid an sod mowe dm8~0n is =Idom 

completely vitiated. But 30 make ce 
on the t8~d panern of developmeat expn&tlglla in a @omwr the 
donor must rake an interest in the entire development effoh not solely 
in those aspects it finances. Therefore, the use of aid to a u e n e  host 
country development efforts is a crucial aspect af effective assistance. 
Chapter 3 discusses techniques of encoumb@xg more ~igarous seH-heBp 
efforts. 

Major programs !mused on security and stavfiiry pmblem are eaa- 
* .. 

duct4 in Vietnam, Laas, T"3ailand. the Congo? the Do Repub 
Hc, and Qess dearIy), Jordan and &Evia From 1962 to 1965, swuzity 
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and stability programs accounted for a fifth of total A.I.D. comanit- 
men&. 111 fiscal year 1966, commitments to Vietnam doubled, caushg 
security and stability programs as a group to increase their share to 38 
per cent of A.I.D. commitments. 

The immediate U.S. objective in these proga.ms is to help the re- 
cipient government control insurgency or to alleviate social and e c x ~  
nomic probiems that threaten to explode into violence. The nature of 
the aid vaxies with the nature of the problem. 

VL+nam and Laos, of course, face llarge-scde, ex& assisted 
insunec:tE.ons. U.S. aid to both includes substantid ccprnmodi~ imports 
to stem idation and generate sales proceeds to help finance defense 
budgets. In Vietnam, commodity imports accounted for $507 miltion 
out of $590 million in A.I.D. assistance in fiscal year 1966- In Laos, 
$19 million 0u.t of $55 million financed c o m m d ~  Pn. bth, 
aid is atso to improve transportation and communica~om, to provide 
immediate relief for refugees, and to bring services a d  improvements 
to wal meas, in order 10 increase their 10ydty and 
operate with their governments. In 1966, A.I.D. financed 580 

I 
k in technical assistance for Vietnam,'l most of which was designed t~ 

bring schools, clinks, aSpicu1tural extension services, weUs, and other 
services to rural areas. In Laos, A.I.D. supports an intensive rural 
development program in selected "willlage clusters*g where A-I.D. com- 
munity development workers and Intensationat Voluntary Service 
workers five and work with Lao counterparts. 'We proCgam in Laos 
also includes rouphly S 10 million a year to airlift rice, hand tools, and 
other supplies to hundreds of thousands of refugees la remote hill 
areas. 
In Thailand there is no widespread rebellion, but ds&e@tioil and 

infiltration in the Northeast, near the Laotian border, threaten serious 
trouble. Here U.S. economic aid is almost entirely devoted to improved 
rural conditions and cormnunicariom. In the Congo and the Haomini- 
can Republic, insurrection has been put down but economic disruption 
continues. 'Fhe United States provides largescale c odity mist- 

i 
f ance to both countries to prevent intlation and provide operating reve 
L e nues for the governments. In the Congo, the United Nations and Bel- 
1 a =ium are taking p ' k - i r n a r u  responsibility for rebuilding administrative 
g services. The United statks contributes to the United Xadom Economic 
I Assistance program for Phe Congo, and dso p]co~+des m e  assistance 
i 

i 
i 

of this kind directly. In the Dominican Republic, in addition to 

3 A.I.D.. Operafions Report, FY 1966. 
4 IBid. 
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ate budget support, we are providing heavy capital and technical as- 
sistance to rebuild the economy and get growth under way. 

Recogqizing Jordan's moderating influence in the Mime East, the 
United States has subsidized that country's fragile economy for a dee- 
ade. U.S. assistance in Bolivia has been intended to support the heirs 
of the thorough-going social revolution of 1952 while preventing its 
capture by the extreme left. Both Jordan and Bolivia have received 
substantial budget support; in both, this support has been gradually 
reduced. 

Security programs, then, use the same instruments as developmemal 
programs-technical, capital, and commodity assistance- But techni- 
cal and capital projects are t y d c a l ~ ~  selected to produce quickly felt 
benefits. And commdty imports are larger-scale, relative to the re- 
cipient's economy, than wodd be true in any development program. 
For example, the United States, with some assistance from Great 
Britain, Australia, and other donors, finances virtually all Laotian h- 
ports and subsidizes two thirds of the Laotian budget. No develop- 
ment program looms this large relative to the recipient country's total 
Imports and government budget. 
By definition, security and stability programs are emergency opera- 

tions, and often must deal with fragile and overloaded gove 
For this reason and because a i 8 s  volume relative to the aided coun- 
try's economy is so large, these programs are extremely cd? to 
administer and control. imported goods are pilfered from ships and 
warehouses and diverted from their intended uses to the black market 
Charges of official profiteering are common. And Congression& and 
public concern is understandably aroused. Yet a massive commodity 
import program for a country b t h  administratively weak and preoccu- 
pied with more threatening problems cannot be conclucted without 
substantial waste. Security and stability programs are expensive; waste 
is one element of their cost. 

Although the immediate objective in security and stability pr s 
is to cope with a current and severe threat, the long-run goal in most 
of them is development. The judgment that chaos or Comurist take- 
over in a country would gravely h a m  U.S. interests b analyt3cdly 
distinct from the decision that the country% rapid pow$Ea would sub- 
stagtially advance US. interests. In practice, however$ wherever the 
United States has intervened in tbe past to prevent collapse or takeover 
-in Greece, Turkey, and Taiwan in the late 1940'~~ in Korea, Jordan, 
Bolivia, the Dominican Republic-we have soon become involved in 
major development efforts. Where the thread redted from internal 
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&sa.Bection, development has been expected to alleviate the causes and 
prevent a repetition of insurgence. Where the problem was largely or 
wholly external (Turkey, Taiwan, Korea), development eon- 
hued defense and deterrence while dependence on U.S. zid is gradu- 
ally reduced. 

In Korea, large-scale U.S. aid fiom the 1953 d t i c e  through the 
early 1969's primarily financed commodity imports to maintain the 
economy and support one of the world's largest defense forces. The 
price of continued military preparedness appeared to be prolonged de- 
pendence on the United States. But in the part few years, sound eco- 
nomic policies, high investment rates, rapidly rising savings, d 
skyrocketing exports have transformed Korea into a promising candi- 
date for self-sustaining growth. The older cases of Greece, Ttlrkey, and 
Taiwm illustrate stiU more clearly rhe evolution from security program 
to development program to self-sustaining growthh In the late 194% 
all three countries faced severe security h a t s .  Massive US. militsliy 
and economic aid was largely responsible for containing the Weat. 
The countries" own egorts and the faus of U.S. ssktmce shifted 
gradually to development. Greece and Taiwan were already relatively 
advanced in terms of literacy rates, supply of skiued professionds, and 
business and industrial organizafon. Both countries adopted sound 
development policies, and progressed in somewhat over a decade to 
the point of self-sustaining growth. The last year of k1.D. assistance 
to Taiwan was 1963; to Greece, 1964. Turkey starred at a somewhat 
less advanced level, pursued less sound policies, and made slower 
progress. But in the past few years, Turkey has gained momentum aad 
is now expected to reach self-sustaining growth in the early or mid- 
1970"s. 

Similarly, as the budget support component in U.S. aid to Jordan 
and Bolivia has steadily declined over the past few years, stress on de- 
velopment and self-help has increased. Aid to the Dominican Republic 
can be expected to focus increasingly on long-run development rather 
than on immediate relief and stabilization, The United States has an- 
nounced its readiness to support a large-scale development effort in 
Southeast Asia as soon as, and to the extent that? security conditions 
permit. 

In a sense, therefore, majox securicq program and development 
programs can be viewed as a progression, moving from contained 
threat to aided growth to self-susWmg grow*. The c 
is the intention to encourage, thou& aid, a far-reaching change in the 
recipient country's internal situation, the enhancement of its capacity 



to cope with its own needs and problem. Although rHre content and 
administration of development and security programs differ substaa- 
M I y T  both are change-oriented. 

It is striking that among the countria receiving sizeable U.S. assist- 
ance, those that have recently achieved or are e m n  m achieve 
self-sustaining growth are the countries in whic aid was i n i ~ ~ y  
and for some years after dire& to security s. The outstand- 
ing characteristic of these prcgpms was su q e - d e  mm- 
rnodity assistance. This assistance almost surely as a powafd 
catalyst for later rapid growth. Of course, other ~rs dso w n ~ b  
uted to rapid progress in these countries. Israel, Greece, Taiwan, and 
Korea dl bad relatively welldewloped human resources; Israel in par- 
ticular could draw on large numbers of skilled prcfesiund, techid, 
and managerial personnel. Poiiticd eVem played a role: refom 
governments in both Turkey and Korea ca much crdt  for the 
sudden acceleration of growth in the past few wan. But it is hard to 
avoid the conflusion &at in these counnies su&ainedy large-de aid 
had pump-priming effects-effects tbat could not be clearly fareseen 

i at the time the assistance was given. 
The effectiveness of thew security pro+gmms in promoting growth 

may have implicazions for tbe conduct of major dereB~ment-ofimead 
programs. In the absence of a security threat? the United States has 
been reiumnt to provide support on a scde c~mpmb1e to that of the 
security programs. Large c o m d i q  assistance p 
Pakistan are only an apparent exception1 bem 
ports provided is far smaller xlauive to the size of their econonnies 
than is the case in security p . 3r mav well be that in relative1 
advanced developing countries. incIuhg several in Latin 
U.S. ins'itence on rather rightly &awn economic criteria for aiJ has 
caused us to fall short of our developwnt objectives by restricting the 
volume d assistance to that for which development uses could be 
clearly anticipated. More generous assktaace, providedl with less con- 
cern for precise justificad~n d the level, might be more effective. 

The limited objective in contrast to de~eP~pment and 
k 
I security pfogms, are aimed at much narrower goals, and are not 

usually ch;irag-orienxed. The 1argest group 
i grams has been conducted in 19 nations of 
i of them former French colonies. Bv + dl of llaat 

it is appropriate that U-S. assistance to this group be modat in vol- 
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ume and purpose. While several have significant minerd resources, 
their importance in terms of size, resources, and role in international 
agairs is limited. They have no histaric ties with the United States. 
hbst are at the earliest stages of r'zvelopment. Moreover, they receive 
substmtial assistance from the former colonial powers--France, Bel- 
gium, and Great Britain. Average annual per capita assistance from 
European donors and the international agencies to the French franc 
area of subSaharan Africa is more than twice as high as the average 
for d1 developing countries, w~rldwide.~ 

The U.S. economic assistance programs in countries such as Chad, 
Dahomey, or Niger are conducted to demonstrate U.S. interest in their 
progress and thereby strengthen diplomatic ties with them, without 
supplanting the primary European donor. The programs are too small 
to have a substantial impact on growth, although most of the individ- 
ud projects-technical schools, scholarships, road construction equip- 
ment-do make a modest contribution to development. Therefore, 
these programs are informally labeled "presence" or "token" p r e  
grams. Together they accounted for less than 1 per cent of total A.I.D. 
outlay in 2966. Most are now being discontinued. 
In several of the more advanced Latin American countries, the 

United States also conducts very small programs with limited objec- 
tives. Countries such as Mexico, Venezuela, Jamaica, and Uruguay 
are able to maintain growth without assistance, although progress in 
Uruguay has been hampered by idation and deficit spending. Indeed, 
Mexico is soon expected to offer technical and capital. assistance to 
Central America. U.S. aid to these countries is intended to encourage 
progress in specific fields: for instance, low-cost housing and agricul- 
tural credit in Mexico; national planning and policy reform in Urn- 
pay; expansion of education and strengthened family planning 
programs in Jamaica The modest U.S. programs cannot be interpreted 
as the phase-out stage of earlier major development support progms, 
because these countries achieved their level of development before 
major development assistance was part of U.S. policy in Latin Amer- 
ica. The programs can be best understood as symhls of participation 
in the Alliance for Progress to the limited extent warranted by the 
countries' needs. 

A third group of limited objective programs is directed to counter- 
ing Soviet or Chinese Communist auence. The program in the Somali 

5 Computed from U r g e t i o n  for Economic Cooperation and Develop- 
ment, The Flow of Financial Resources to the Less Developed Cauntries, 
1956-1963, Table fI-f 2, pp. 4445.  
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Republic for some years wavered between a large presence program 
and a small development program. With the influx of massive Soviet 
military assistance and substantid economic aid in 1964, the U.S. pro- 
gram has taken on a counter-bloc character. In Yemen, which has 
received $140 million in Soviet and Chinese aid since 1957 for con- 
struction of a port, an airport, a road, and military projects, U.S. aid, 
though developmental in form, was counter-Communist in intent? 
Aid to Yemen was suspended and the A.I.D. mission was withdrawn 
in April 1967 following the arrest of two A.I.D. officers on dubious 
charges that they had tried to blow up an ammunition dump.' 
Afghanistan has long received extensive Soviet aid. The United States 
has not tried to match or supplant this aid, but has tried to make it 
clear to the Government of Afghanistan that it does not need to rely 
exclusively on its northern neighbor for aid, nor, therefore, to tailor its 
foreign or domestic gdicies to Soviet preferences. 30th donors have 
selected some of their projects with political implications very much in 
mind. For example, U.S. aid has financed roads leadbg to Pakistan 
and Iran, while USSR-financed roads improve communications to the 
Soviet border. But in the past few years, W.S. assistance to Afghanistan 
has focused more strictly on development. As one result, considerably 
more effort is now made to urge'the Government of Afghanistan to 
improve its development policies and programs. Until November 1966, 
a fourth counter-Communist program was conducted in Guinea, which 
had first sought, then turned away from, Soviet assistance to replace 
withdrawn French support. In November 1966, however, Guinea sud- 
denly expelled the Peace Corps and U.S. Information Service, claim- 
ing that the United States Government had been responsible for an 
incident involving detainment of Guinean diplomats in Ghana; the 
United States thereupon suspended aid. 

A few years ago base-rights programs would have constituted an- 
other group of limited objective programs. In fiscal year 1962, for 
example, $54 million of economic aid was used for explicit base-rental 
payments to Morocco, Libya, and Spain. In the past four years, $30 
million in economic aid has gone to Trinidad-Tobago in return for 
Navy base rights at Trinidad. However, as of early 1967, A.1.D. no 
longer has and is unlikely to resume responsibility for financing explicit 
base rend in m y  country. The base in &Morocco has been shut down. 
The agreement wit11 Trinidad-Tobago was completed as of July 1967, 

6 A.I.D., Proposed Economic Assistance Program, FY 1967, p. 125. 
7 New Yurk Times, April 29, 1967. 
8 A.X.D., ap. cit., p. 96. 
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The Department of Defense has assumed responsibility for basa in 
Spain and Libya. There remain a few programs, such as those in Pan- 
ama and Ethiopia, which are without question larger than they wodd 
be in the absence of U.S. strategic facilities in the countries, but where 
the content of the programs is substantially developmental. 

Finally, in the past five years there have been several small "holding 
action" programs conducted in countries where the current regime was 
so anti-Western or so difXicult to work with that the United States 
sought merely to preserve some ties with friendly groups in the popu- 
lation or to avoid the total collapse of diplomatic relations that would 
probably result from terminating aid. As one journalist put it, de- 
scribing the program in Ben Bella's Algeria, "In present circumstances 
there is very little the U.S. can do . . . except hang on, try to clear up 
misunderstandings where possible, and keep the Bag flyirag." Holding 
action programs were conducted in Ghana under N k m a h ,  in British 
Guinea under Jagan, and in Indonesia during the last year or so of 
Sukamo's control, as well as in Algeria. In Haiti, as noted earIIer, U.S. 
disapproval is so strong that aid has-been withhe1d since 1963 except 
for the malaria eradication work conducted largely through intern- 
tiond organizations. 
AU types of limited objective programs taken together-presence 

programs in sub-Saharan Africa, token programs in several Latin 
American countries, counterCommunist programs, and holding ac- 
tions-account for close to half the total number of A.I.D. country 
assistance programs. But during the last few years they have absorbed 
a small and falling fraction of total A.I.D. assistance-2 per cent in 
1966. 

The limited objective programs have recently hc1udd only one 
country-Indonesia-which is clearly d great importance to U.S. pol- 
icy and where aid can be expected to become large as Indonesia's new 
regime directs attention to internal growth and takes needed reform 
measures. lo Ghana and Algeria also have good growth prospects and 
play active roles in regional affairs; under current, more reqwtlsibIe 
regimes, U.S. assistance may increase. With these and possibly one or 
two other exceptions, the limited objective programs are likely to re- 
main limited, that is, they d not be trmfomed into more extensive 
efforts, In other words, since Zimited objective program are not 

9 Robert Estabrook, Washington Post, June 8, 1965. 
lo In early January 1967, Administratiou officials announced that they were 

prepared in principle to underwrite Indonesian economic stabidizaaion by pro- 
viding as much as $80 aillion during ?&e yew (New York Times, January 7, 
1967). 
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change-oriented, they do not have an evolving 'lZeqc3eq' like that 
described for security and development programs. 
O n  the other hand, while development-oriented programs are de- 

signed to work themselves out of existence eventualfg, there are no 
readily defined criteria for terminating limited objective programsI 
TheoreticalXy such programs could continue until aid no longer effec- 
tively served the primary U.S. interest, perhaps beeawe the country 
had progressed (with more substantial aid from other donors) to the 
point where it no longer needed external assistance. 
To summarize, in the five-year period from 1962 through 1966, a 

tittle over 30 country programs, accounting for two thirds of total 
A.I.D. country program funds, focused primarily on promoting long- 
term economic and social progress. Another set7en or eight large pro- 
grams were designed to restore security or maintain stability: through 
1965, these accounted for a bit over a @ah of total A.1.D. co 
men&, bvt in 1966 increased expenditures in Vietnam raked tEpe 
proportion to two fifths. Finally, limited objective programs w e e  con- 

C 
ducted in 35 or 40 countries, but accounted for roughly 6 per cent of 

1 total outlay during the +atire five years and for only 2 per cent by the 
find year of the period. The number of countries in each caegory 
changes from year to year, because the nature of some progrms 
changes, and because some programs are terminated and others are 
begun or resumed after being temporarily diseon~anmrtd. W 
groupI moreover, digerent programs show substantial differences. ohm 
reflecting: the relative staengtb of s e c o ~ d q  program objectives. 'Yhe 
categories help ro make sense out of an otherwise bea.ildehg of 
disparate efforts, but fall well short of accounting for the precise de- 
sign of individual country programs. 

is U.S. Economic Assistme Too Dispersed? 

In fiscal 1966, A.I.D. assistance went to 74 countdes. To spread 
aid so thin, it is argued, oversstrains our resources and reduces the 
effectiveness of our assistance ia those countries where wdy major 
U.S. interests are at stake, 

However, a glance zit the distribution of assistance among of 
country programs shows &at this argument is less persuasive than it 
may appear at first Pfance. U.S. economic aid is in fact quite COEGZEH- 

trated. Three quarters of developmental aid gms to major develop- 
ment programs in eight countries. V'ietr;un done ;recounts for two 
thirds of security assistance. Conve~seiy. ma+> cuunnies receive very 



small amounts of aid. EIiminadng all of the limired 
woufd free only 2 per cent of total funds f o r  oth 
dollars are not the only scarce C.S. 
in particular is certainly more difluwd than &Uat ouday. Eiimimai;ng 
many of the smaller programs might improve the qudig of a 
?ration and analysis in the remainiog pru-mms. T h e  gains wwld 

iacumed by have to be weighed against the foreign policy I 
nating some programs. 

It may well be that these 1os.s~~ would not be @maa In oiher aronis, 
many of the limited objcdve proC-s may serve rek~vely low- 
priority US. interests, or, alteroa~elj-. d&ou& the fwerie @ky 
gods sought may be impomat, aid may lae an isueffeave in 
to secure them. For some years there has been a hot debate as to 
whether the presence 
aad effort expended 
been sharply criticized as not merely i ~ w - p  
in that they give the ap 

i we &appro%7e. 
In 1966. longbnding Conpss iod c.uckncem over the n m h  d 

countries receiving aid led $0 a series of anrenhe 

whieh different types of funds couid be used. 

20 c o u n ~ a  in Asia and 
Trt3chrkd a5sis~mcc was to be rmtricaci~d to 4.0 eowtzies outside of 
Latin Arne*. ALD. w s  then providing to 49, 

most 13 counaia. ""the number of combria mciv~ing such assistamnee 
at xhe time. The arnendmen~ o~&nif.td in &e Snate- The Hame 

hampered rhe conduct of fareip policy wirh c o m p e m ~ h g  
Committee observed : 

Cuering aid or iirnidng the nm*ber of m a w t ~ m  does noti grmede either the 
=u$dace or the m e a s  0% rdimting our fisreigm policy- . . It k nv4 It6 ," 

OUF advanrage to impose 
which tools can be 
means for dealing wixh siauations which may -w.p4 



The Stsaxe - ' - %  r:*pa;aileb in ~ % p :  Conference raon@jling d i E e r a e  
" . 

&tween the "s i.* : *? F A -wte venSoPm of the &dl, 
Regxdles t: :.; ' 5  vii .as a. T T the uxFalnas of the smd8 

- # it seems cte$w 3 . I  L : F  jdati* i q :  n the numkr sf wuw 
is a rigid and clvmsj device aad to dre wrong issue. The quation 
is not whe$he~ too many lcoun eive US. aid-a question that 
makes Iit3e sense as stated-but er whether G,S, fun& aad d- 

as PO reduce their e@edvenmq 
and whether individual programs or groups d p 
pi icy IbenefiB cornmemurate wikh their cats, 

gains in administrative and aoal4~ic quality ~ & t  be e 
aid effort cocfined to a smaller a m k t  of esum~cs, 
tion can only be answered by detailed e 
issue, which is done 311 Chapter 5. 



CHAPTER 3 

Program Planning 

THE PRECISE AMOUST and composiGam of aid 
is largely determined through an elaborate annu 
process. The process has h h e ~ n t  ler;31ticra%. which 

C:8ajlem f 8 ~  '&c 
stabiliq or the good will d the host pveramaIt-&e cod- aFill be 

The current p r o g m  Few rn 
capital projects are atmpleted in one wear.  II At any 
the buik of most country ~ ~ c e  
started several years earlier and not yet ceornplaed Tbe eaaaaq sitoa- 
tion, or U.S. jud-mem d p7; 
in the country may haw changed in the int 

ing relaxions with the aided eounsma 
analysis b inkadd as a ~ ~ 0 1 8 1 %  

a frmewarBr for htwe p 
who planned the cuireag 

properly cansnaind by the howEdge thar rhe taw p 

good p x ~ g m  analysis and pX 
additional measures to promope self-help-a 

quire sustained sffon. -Morec)rer, W.S. s o n ~ m k  
with periodic fads: commu~v development b the key to 
year: human resource dewlopment is the watch~qad a few yeam later- 
It may be ktxez to stick ~4th and amompkh a 'kcond 
than ta disrupt US. and host countq efforts m& 

A st31 more fundmen& eo 
about de~elopmennt 232 
changes should be great enough to dorr for 
errorg And ye!et, p~ccise1y because our 



gram ptaaaing must be flexible enough Po a w m m  a@# i a ~ d  
apprmchn. 'The line betweea ccnr~narity znd inertia is olten hard 
draw* 

F?naIly, mamy aid daisions are made oomplaeBj- outside Ihe mnwaE 
planning cycle. This is true of man?;. aoupf, not all. shun-run palioid 
uses of aid* 

These iansnaints sometimes make the p p l a ~ n g  p m m  

Yet for al: tts limitations. the annual p r w m  q d e  remaim the G D @ ~  
mat  irnpc3rtant channel for der;isioas 

others. The ~slume of co 
tioms attached m such assismnee 
analysis. Selection a d  design of 

types of country p 
much more xle 1 programs that emphasize security or i ~ a  p&iixil a b + ~ v s .  

I 

Among the p plangag p ~ c i p l a  &at hare 
twenty vars' exgasfieace with bge-xde f ~ m i i ~ s  i&i 
most basic are the d a ~ r l y  C6DCZP@ d C O U q  

and wncentmtioa Country progaming impgs both 
effom go the p d c  

P 

m d t y  aid e @ ~ - .  Concentration simply means f m ~ n g  aidi an a few 
I bi*&-pTiQTi~~ g d ~ .  

.Although &ese coneepa long pmdare the 1961 es 
tbe Agency for International kvelopment, earlier 

ce, deft- suppore, and .Jpecid 
: p o G t i 4  and certain sermiG 

f3ct that srpmtt agencies admi&~tt.;ed the s e ~ e d  
sjistance made it diEicu3.t to design md abi&cte~ total E.S 



to a ~ u n t r y  as an integrated program. The resulting pa- of aid was 
so diffuse that it risked having lit%le impact in an? field. 
To put the problem slightly diflerentEy, it is obvious that a p r w m  

comprised of poorly desigwd projecu r i l l  not achieve i ~ s  gads. But a 
program can also be made up of projects that are ca&lly planad 
and well-administered, yet fail to address the most inporparnt prob- 
%ems, 01- are tsa dkpepsed, or tcxa rly integatcd with eaeh 
and with host government efforts to have a si-&lcaat impact. 

The 196 1 merger of the 1ntemaaicsnd 
and the Development Laan Fund ww in 

nomic Assistance to draw up guidefines for the new agency and pro- 
gram, n e  Task Force R e p a  nored that '"our &arts to 
economic development in the past have suffered froar a piecmn& 
approach." Moreoves, r devdopment pl 
veloping countries rhemselves "hs k n  coadoned if not fostered b 
our own project-by-project approach to foreign as' *" 2 mre- 
fore, the Task Force urged &at future in each mmntq be 
based on a comp~ehensive mdysis of needs md eapabae md orn 
selection of a feu. key gods gn which to eoncenaate US. 

* 

It is common sense EO ConcenQate h i t e d  PWWCS (wat only daB- 
la=. but dso limited numhm aB qagaed U-S. spec 

1 where they fl 
do the ma% Moreoverv as the Task Force R e p a  implid, an- 
centrating aid is hprtamt far b t  mc of the hast wmtq's same 
resourn as we91 as the donofs. Each project that is 
ported by foreign asktanee 
Capital projects call for labor ly av&abIe rnatezkk. 
assistance requires host muany oBcids or teehaiGaas m work 
the ki -m advisors. Usually it also iaavdvm oflice space, 
gorta~irtbn, and suppfies. Moreover, reaching ~ w m e n t  on 

of the painfully &in l+er of topleud hast c o w w  
professiond ~ B c i d - ~ r h a p  the m e s t  rwme 
there i s  both a double nro~va~oo and a double r a ~ m i b w  to eoa- 
centrate assistance can priority tasks. 

Stated ahmedy, these principles s.omd 
Applied, they k o m e  more ron&~ver&zd, For e 



ing countries suffer appalling rates of disease, mdnu~tion, and infant 
mortality. Yef in some, direct measures ur improve health may 
far less attention than increased productivity in agricultureF which will 
contribute rapidly and directly to higher incomes and thus indirectly to 
improved health. Therefore. it might be concluded that little or no as- 
sistance should be given to some countries In the fidd of health. The 
decision to exclude health (or adult literacy. or community develop 
menf or any of many other fields) is likely to raise protests within and 
outside A. I. D. Evidence of what will curttribute most to zapid is 
seldom clear-cut Specialists in every field can point to the myriad con- 
nections between improvements in health (or labor relations. or police 
competence) and rapid growth. Indeed each specialist is likely to be- 
lieve that his field is the key to across-the-board development Partic- 
ularly if a country has already been receiving aid in a particular fie14 
perhaps for some time. terminating aid in that field may cause protest 
from the recipient government and almat certainly will be ~eskted by 
the relevant A.I.D. specialists in tbe mission and in Washington. 

Other parts of the U.S. Government or private US. 
may press for more action in particular fields, inadverte 
ing diffusion. For example, organized labor strongly urges A.1-D. 
action (and itself provides both personnel and 
assist development of labor unions abroad. Congress bas 
stressed the need to build up private enterprise in the dew1 
vies and has also indicated spzcial favor %or 
development, and local government as isls 
and democratic evolution. In autumn 1945, President 9 
nounced a program of bold '-new initiativesSS in the fields of a@cdtmern 
education, and h e m ,  involving A.I.D., other U.S. Gove 
cies, and the cooperation of U.S. universities and other private 
orga~t ionsS 

If special concerns are pemitted to force the in~dulction of 
particular kinds of activity into each country . repdess of 
Embassy and A.I.D. judgment regarding priorities in the individual 
country setting, the basic principles of coarn 
centration can be impaired. For example, i 
departmental eommitteek concern over internal secuity problems led 

1 to a sharp increase in funds for police in@odudon OE 
t such programs in a number of cou c r j i k ~  
I 
$ 

would not have given them high priority 

E On the other band, external pressures undoubted(y push AI.D. to 
re-exarnine its own priorities and agpjpr~acbes. XI.& Whe 

$ 
W 
; 

L 
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tions, tends to ossify. Statements by the President or Congress empha- 
sizing particular fields may also refresh public interest and support for 
foreign aid. President Johnson's "three initiatives" are undoubtedly 
simpler, more concrete, and more appealing than the elusive concept 
of individual programs tailored to each country's needs. 

SeE-help is a third major program planning principle. The develop 
ing countries' own broad policies-reasonable control of idation, tbe 
pattern and administration of import controls, incentives for foreign 
and domestic private investment, the efficiency and honesty of admin- 
istration in general-profoundly affect the productivity of $1 inputs, 
external and domestic. Therefore, once assistance goals have ken 
selected for a particular country, it is as important to identify the key 
self-help measures which must be taken as to assess what capital 
and technical aid may be needed. Kor does the task stop with identify- 
ing crucial host government action. Devising meam to encourage that 
action is an essential aspect of program planning* 

In principle, identifying and encoura-@ng major reforms are im- 
portant in both development and s d t y  programs-perhaps even 
more important in the latter. In practice, it is hard to insist on a- 
cult &-help measures from fragile and already hard-pressed govern- 
ments. In limited objective progas ,  the principle is less appE@able 
both in theory and in practice. Most M t e d  objective programs are 
too s m d  to permit effective Muence on important self-help meas- 
ures. Moreover, eEorts to exercise such Muence might jeopardize 
the main objectives of the aid. Huwever, when a program shifics from 
emphasis on security or on a limited objective such as countering for- 
eign Communist influence to more developmental goals, emphasis on 
self-help increases accordingly, as occurred in Korea aad Afghanistan. 

A fourth major programming principle is long-run @annine, that is, 
planning that itria to anticipate trends and problems aad to set appro. 
priate targets for several years into the future, rather than considering 
ody the coming budget year. Simcant changes can rarely be aceom- 
plished in a year or fifteen months. Longer-run planning pennits h- 
proved coordination and phasing of compHementaq proj- and 
advance identification of and efforts to avoid bottlenecks. For example, 
requirements for sizeable numbers of people with ce& skills must 
be anticipated long in. advance, since general education pius specikdked 
training may take ten or %teen years. A horizon of several years may 
also change me's views of relative priorities. Projects or targets that . . look questionable in the short run may appear much more- 
or even imperative in the context of changes expected in tbe next 



fie years. A.I.D. has pressed the devetaping folrnuKs to fwmuu!a& 
long-term national plans $0 pe r d n a a  pr-w 
realisfc targets. The same principle applies to A.I.D. iwkf- 

But anticipating wends is no simpge man= Data in b e l o p a  
countries are notoriously poor. Factors such as gditics. w ~ ~ ' E S " ~  ot 
world prices for key exports may have a profound impact on a: 
progress, but they cannot be predicted. These problem borh host 
country and A.I.D. planning. A.I.D. has the ad&~ond prob1m of 
anticipating the course of relations between the aided cs%dmW d 
the United States. aherefore, A.I.D.'s efforts to mndua long-mn 
analysis and planning have been concenmkd in thae couorrier wb- 
data are c o m p ~ ~ v e ~  gooti and b t h  in& polidd smftme am?! 

Iy a 3 d . k .  l-lbese are 
the major development programs. lo counPries where the United 
Smtes conducts security and s~ba i  
mally too unpredictable to pe 
vance; indeed, plans are often revised several times in tlhe c 

h 

i year to adjust to rapidly changing circ 
programs, the restricted naEure of U. 
efiForts unnecessary. Ideally, however* in most p 

f 
t directed to development, A.1.D. goals shwld be stated in tams of 
t 

changes to be brought a b u t  through joint host c o w .  U.S, and 
other donor efforts over a p e r i d  of several grew- 

Even rhough its application H a s  
merit progmm, the principle of I 
within A.P.D. rhan the principles of country p 
tion? and self-help, perhags in part 
analytic skills that most A.I.D. pewme1 lack. Still more contrav 
within A.I.D. is a fifth principle, that of fornay explohg seu 
alternative comes of action and spelling orat the pros amd corn of 
before setfling on the preferred program- Much of uhe press= 
this approach has come from tbe Bureau of the Budget, which 
requires A.I.D. to lay out the implieatiam of alternative levels of total 
assistance before recommending that the 
amount from Congress. These ~quirements were form 
broadened in aummn 1965, when %he Bureau 
all Executive Branch departments and 
were to adopt a new "'PI 

I 
(PPBS) based on principles developed in the Dep 

I A-LD. was already applji 

I 



and budget pro s from brad obi 
than exmplation of cuneot activities, anticipation of not only the 
budget-year costs of proposed aerion but aim the c o n h G ~ g  in 
later years. However, the system also laid peat stress on thomu@ 
and explicit analysis of alternatives. Althoua not a new idea to k1.D.. 
this certainly a-as not being Qnied out in p&icem 

This dois not mars that dtemativa are sot clloriaslideed at e v q  
stage of program formulation and review" In field misiom. 
oficers make themselves unpopular with technffal diuicion 
sharply questioning the need for pro 

Embassies may often press for a higher kvel d aid lhao A. 
believe is realistic to requen, or urge Lwaer pdof i~  for acthities that 
may reduce poiidcd mresr, or sugsdt: 
process goes on during !Vahin@o~ re 

mission proposed. (mmimaUy reviewers 
arowth might be aesuhmnriaUy acceieratrd by pr6~idhg mare corn- b 

modity aid than the field mission propod.) The cboiee d fields of con- 
centration and self-help conditions are e x m h d .  But this wnsid- 

111 

of the csslts and knslFi~s of each come under mnsidem~m. 
Lack of fomd and systematic analysis of d t e r n i ~ ~ ~ ~ m  is partly due 

simply to limited staff timc. It is often as much as h e  tield on 
manage (dong wirh i s  orher mpmibaida) to set f anh  a w d -  
reasoned and documented annual case fox a shgEt course of ahon, 
without also developing uhe arguments for ord a,gaiast \*&om dtema- 
tiv=. Morm\7cr, at caeA !wd, once review has ~ P B  camp1etd, xhc 
reviewers k o m c  advocates of their csermc8aasions. Thus, if a missic- 
sets fonh alternatives for {Vmbhgon to examhe, they are likely 20 kc; 
straw men inrended pharily to dewomma@ &e validity of h e  c a m  
endorsed by rhe mission. Sirnilah, A.I.D. is an advwa~te of its pm- 
m s  vis-h-vis the Bureau of th . Still a Wid factor is xhe 2- 

widespread feelkg in A.1.D- &at 
Qffic'ids in field k i o m  md \Vasbson find ie e x a ~ m h g  to ex- 

jusdfied lasr year and the year kfare that. (A co n AAD- corn- 
plaint: "They are dways, * pulling up the plmt wid 1mbg  at its r m ~  
ro see why it doesnf ~ Q W ; . " )  All this adds caamidmbBe re- 
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The Programnrkag Process 

The principles just outlined are applied within an elaborate 
annual program planning cycle. The cycle begins with instructions 
from A.I.D. offices in Washington to the field missionsY2 calling for 
each mission's analysis of the host country situation and its program 
proposals for the coming budget year. In assessing the host country 
situation and drawing up recommendations as to the volume and 
content of economic assistance, a mission consults with the US- 
Embassy and with other interested U.S. agencies working in the 
country, including the Peace Corps and the Military Assistance 
Croup. The Ambassador approves the submission before it is sent 
to Wash'mgton. 

In Washington, the field submissions are examined at several 
levels, culminating in the A.I.D. Administrator's review of each 
major program. Mission directors and their program officers are 
usually called to Washington to participate in these reviews. Repre- 
sentatives of rhe Departments of State, Defense, Agriculture (with 
respect to Food fur Peace), and of the Treasury and other agencies 
also attend the reviews to the extent that their responsibilities are 
involved. Although the field mission contributes an intimate a d  
up-to-date know1edge of country circumstances and the current 
program, Washington staff are often more objective3 have a more 
balanced sense of priorities among countries jn view of probable 
budget constraints, and perhaps are more sensitive to possible effects 
of proposed actions in third cro~11rtries. Brashington staff c a  also 
contribute experience from other countries in coping with similar 
problems. Specific questions or suggestions raised in the reviews are 
usually referred back to the missions, so hat the reviews are part 
of a continuing dialogue between the field and Washington. 

After the field submissions have been sharpened to the satisfaction 
of A.3.D. in Washington, working in comuhation with other inter- 

2 A.I.D. maintains field missions in aII countries to which it extends aid, 
except for some of the sub-Saharan African nations where aid is limited to 
small "presence" programs. Larger missions. like those in Indiz or Brazil. may 
number over 200 Americans. primarily technical assistance specialists and 
advisors pIus a few economic analysts and some adhnintistaeive personnel. "Fhe 
A.H.D. mission director. like the head of the U.S. Snfomatisn Service, the 
Peace C o p  representative. and the chief of the Military Assistance Group (3 
there is one), is responsible directly to the US. Ambassador. But the A.I.D. 
mission is usually a separate establishment with  IS own offices and A.P.D. 
personnel often substantidl y outnumber Embassy staff. 
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ested agencies, the proposed worldwide program, including some 
seventy country programs plus regional and other noncountry acthi- 
ties, is submitted to the Bureau of the Budget. The Bureau subjects 
the proposals to further review, focusing on larger programs in 
general and on any specific proposals which involve unusually large 
sums of money or politically delicate or important judgments. Some 
of these may be called to White House attention. 

Once the proposed worldwide program has been approved by the 
executive branch, it is submitted to Congress with a request for 
authorization and appropriation of the necessary funds. Congress 
does not approve the volume or content of individual country pro- 
grams, but votes on the amount of money appropriated for each of 
several funding categories used to finance different types of activities, 
such as, Development Loans, Developmen; Grants and Technical 
Assistance, Supporting Assistance (fur secllrity and political uses), 
and a Contingency Fund (to meet requirements arising during the 
year which could not be foreseen, or for which costs could not be 
estimated when the appropriations request was submitted to Con- 
gress). Funds for development loans and technical assistance grants 
for Latin American countries are voted on as separate funding cate- 
gories: Therefore Congress can indicate its views on the relative 
priority of Latin America by the extent to which it cuts Alliance for 
Progress funds as compared with funds for Africa and Asia. 

Although Congress does not vote on each country program, 
Congressional committees attempt to iduence A.I.D. policy toward 
specfic countries through committee reports and by their line of 
questioning wheo A.I.D. officials testify in committee hearings. Oc- 
casionally, particularly strong feelings about specific counq pro- 
grams appear as restrictions written into the legislation. For exampfe, 
Congress has repeatedly amended the annual Foreign Assistance 
Acts to prohibit aid to the WAR and to Indonesia under Sukarno's 
control. However, such amendments usually provide an "escape 
dause," that gives the President discretion to continue the program 
if fie finds that this step is in the national interest. On rare occasions 
Congress has even acted with respect to a specific project. For 
example, the 1963 Appropriations Act included a clause statkg that 
no funds appropriated could be used for any project costing over 
$ f 00 m a o n  -an effective veto on proposed W.S. assistance for 
the huge publicly owned Bokaro steel mill in India. But for the most 

3 Foreim Assistance Act of 1963, Section 301 fe) (31, adding a new Section 
620Ck) to the 1961 Act. 
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part, Congress exerts its influence by writing general policy guidance 
into the Acts and voting on the level of appropriations for each 
funding category. 

The entire process, from field missions' preparation of the pro- 
posed country programs to Congressional approval of authorization 
and appropriations bills for the worldwide program, takes about 15 
months. In other words, missions are asked in spring 1967 to start 
drawing up program proposals for fiscal year 1969, which runs from 
July 1, 1968, to June 30, 1969. Field mission analysis requires 
several months. Review in the Executive Branch in Washington takes 
at least four months, normally from September through December. 
Congressional passage of the authorization and appropriation bills 
may take as long as nine months. The authorization bill is introduced 
in early spring, but approval of the money bill usually comes only 
in late summer or early autumn, after the s t a t  of the fiscal year for 
which the funds are needed. Only then can each field mission be 
informed how much money wi11 be available for its programs during 
the remainder of the fiscal year, so that it can make a h a 1  selection 
from among proposed projects and negotiate agreements with the 
host government. 

Of course, planning for a period beginning 15 months hence 
must be tentative, and plans must be modified if conditions change 
-as they often do. Therefore, the "in-cycle" planning and review 
process described above is supplemented by an ad hoc process to 
deal with crises or changed situations as they arise. 

What role does the host government play in the programming 
process? Normally, all proposals for aid originate with the host gov- 
ernment. h practice, the specific form and design of individual 
requests are often worked out jointly by host government and mission 
staff. But the final decision to request aid in a particular amount ajnd 
form always rests with the host government. 

On the other hand, the mission is responsible, for the analysis and 
strategy recommendations which will largely determine the amount 
and composition of assistance the United States is willing to extend. 
In conducting analysis and formulating strategy, the mission takes 
into account host country plans, policies, and attitudes. If there is a 
national development plan that the mission judges to be broadly 
sound, mission recommendations will be designed to fit in with and 
support the plan. Aid officials view as part of their job the continuing 
exchange of views with host country personnel. An A.I.D. program 
officer or economic advisor is expected to establish contacts with 
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officials in the Ministry of Finance, the national planning organb- 
tion, and the central statistical organization or its equivalent, and 
with host country businessmen, bankers, economists, and other indi- 
viduals who are knowledgeable about the economy as a whole or 
whose views are influential. Similarly, an A.I.D. agriculture division 
chief contacts Ministry of Agriculture officials, leaders of cooperative 
and credit organizations, and staff members of agricultural faculties 
at host country universities. Ideally, there is a year-round exchange of 
information and ideas on trends, the nature of probfems impeding 
progress, the pros and cons of possible host country policies and 
programs, and what the U.S. might do to help. This ideal is only 
partially realized, but A.I.D. officials normally bring to the program- 
ming process a fairly thorough knowledge of host government 
attitudes. Their contacts outside oScial circles are generay more 
limited, which may be a serious shortcoming in countries where 
oEcial and popular attitudes diverge. 

However, e d y  discussions regarding the volume and content of 
aid the United States will be prepared to provide to a pdcdar  
country during the coming year are usually conducted privately 
within the U.S. Government. There may be some degree of informal 
consultation with the host government even at this stage, but several 
considerations limit the extent of such coflsdtation. A principal 
constraint is that field proposals are likely to be interpreted as in 
some sense commitments. A great deal can happen between tfie time 
a field program is submitted and aid is committed. Washington may 
disagree with the judgments of the mission and Embassy as to what 
should be done. Washington and the field may agree but Congres- 
sional cuts in total appropriations may force &astic revision d 
some country programs. The situation in the country or the nature 
of U.S. interests in that country or in others may change, altering 
previous judgments on aid priorities. Therefore, discussion of tenta- 
tive U.S. plans with the host government far in advance of readiness 
to make firm commitments is risky. 

To the extent that U.S. goals or meam are not identical with 
those of the host country, prior consultation with the host govern- 
ment is further inhibited. Tbe United States may want to promote 
development in a particular country where the ruling elite has much 
less interest in significant change than does the United States. Or 
the United States may feel that specific controtrersid refoms are 
essential to effective growth or stabilization, whereas the host govern- 
ment may disagree. Under such circumstances mission and Embassy 



proposals must suggest how to encourage the reforms, 2nd ideas 
regarding tactics normally would not be discussed at this stage with 
the recipient government. 

However, where U.S. and host country objectives coincide, there 
are great advantages in discussing aid plans with the recipient govern- 
ment from the outset. For example, in Taiwan in the early 1960's, 
and more recently in Turkey and Korea, the Unite2 States and the 
host governments agreed that termination of U.S. economic aid 
would be possible within a few years, and proceeded to discuss the 
timing and manner of aid withdrawal. Such advance consultation 
permits the host government to adjust its own policies a d  programs 
to smooth and speed the tramition to self-sustaining growth. 

The Content of Program .Analysis 

This sketch of the program planning process has identified the 
major steps and actors, but gives little sense of its substance. In 
theory, progam analysis moves through a. logical sequence covering 
the foUowing steps: 

1. Identifying the major U S .  objectives that aid is intended to 
promote in the country. 

2. Assessing the host country situation and trends. including its 
plans, programs, and policies, in order to identify major prob- 
lems and important lines of potential progress. 

3. Anticipating the probable role d other donors during the plan- 
ning period under consideration. 

4. In view of these considerations, selecting more specific goals on 
which to focus U.S. economic aid. The principle of concentration 
suggests that these goals be relatively few-say four to six--in 
number. 

j. 5. For each goal, identifying all of the important measures needed, 
g including policy or administrative changes as well as capital 
C 

i~vestment and creation or improverneat of skills md institutions. 1 Mrsy of the necessary actions can be taken only- by the host gov- 
ernrnent. The United Statcs may be able to encourage such self- 
help measures. Other donors may already be assisting with some 
aspects of the problem, or might be encouraged to do so. Finally, 
some of the needed measures will be appropriaze for direct U.S. 
action-technical assistance, capital projects or commodity as- 
sistance. Very few signifcant gods can be accomp1ished solely or r! 

F$ 
primarily through U.S. aid. Therefore, it is important that aid be if 

1* ' 
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viewed in rhe broader context of ail the important measures the 
goal implies. 

Actual programing falls cons3derabPY short of the ideal. Some 
of the links in the chain are much snooger than ohers- 
Ihe statement d U.S. objectives-the logical starting pint  of 

program analysis-is almost always a pro forma quotation from 
earlier submissions or from State Department dactlmtmss on U.S. 
policy toward a counu).. . The statement sets a general done_ova- 
riding concern for security and stability, or strong emphasis on 
development, or perhaps identification of some special US. interest. 
It reflects the current consensus within the US. Gove 
ing policy toward the country. It is seldom an inde 
statement of pol*. This is as one would expect. The A.I.D. gro- 
qamming process is not the appropriate chamel through which t~ a 
determine basic U S .  policy towad a country. However, as noted 
earlier, where elements of U.S. policy contlict9 the inconsistencies 
are reflected in the assistance program. This is, of course, a problem 
of U.S. foreign policy formulation, and only secondarily a prob- 
lem of A.I.D. progmming. 

AMuch fuller and more serious effort goes Into the annual assess- 
ment of the country situation. For larger pr s, p h c  
the eight or nine largest development p r o g a s ,  missions may su 
studies of several hundred pages, focused 
questions. The analysis covers recent uend3, future prospee&, aid 
host government plans and policies re,gsdhg public and private 
investment, savings, consumpdon, government re$peBues and expen&- 
tures. exports, imports. and the balance of papen@, foreign debt 
prices, and population growth. Hn addidon, the submission may 
survey the progress and oudook for major sectors--agricdtare, 
manufacturing, mining, education, 9nd so forth. MssI~ns responsible 
for smaller programs cut scope somewhat and reduce depth con- 
siderably. The size of the missions wodd not permit such ambitious 
analysis, aor the programs w m m t  it. 

f 
. The overall economic analysis generally serves three 
I !  Especially where aid includes substantial c 
, analysis of the balance d payments and internal monetary aod firal 

!i >trends helps to determine the volume of ssistance. In general2 mis- 
sions responsible for programs where c o m d ~  aid 
the most thorough overall economic analysis. 

X 



Suc5 analysis also helps identify self-heip requirements. In esti- 
mating progress over, say, a five-year period field &ioas do not 
regard existing host government policies. priorities. and administra- 
tive capacity as immutable. but rather as critical variables. On rhe 
other hand, clearly the mission does not want to assume radical, 
therefore highly unlikely, changes in policies. priorities. or efficiency. 
Much of the purpose of the analysis is, i~ f a n  to pick out those key 
~hanges that are both necessary to realize potentid gro~.tEr and 
feasible in fight of major constraints, including polidcai pressures 
on the host government and competing d a b s  on limited capid 
and administrative skills. 

Finally, in principle overall analysis provides a framework far 
more intensive sector and project analysijs. lo pm&cer for re 
to be discussed, analysis of sectors is often poor. and indim 
capital and acfin3ca.l assisrance projects me sdected and designed 
on grounds only vaguely related to o v e d  md43k. 

Assessment of the social and poli~ical wends and problems; in the 
country usually is much briefer and more suwficial than the eco- 
nomic analysis. It is common practice to -request the Em 
political section to prepare this part of the annual su~siooa. The 
resulting analysis is seldom well integrated into the re 
submission. Therefore, proposals for direct efforts by A.I.D. to 
accelerate social progress and political developrnena rarely rest em 
systematic and reasonably esmpaehensiwe analysis of the prob1enrs 
they address. Such efforts tend to be scattered, uncmr 
each other, or with m ~ r e  strictly economic asp 
Often they are undertaken hastily., ta cope with 
Worse, no serious effort is made to ;assess 
social and political effects of the aid effort as a 1wPaoIe. 

Although missions try to e&e into account other donoah 

permanent field staffs in the countries they assist. 
missions ask the U.S. embassies in London. Paris, and Bonn to 
inquire regarding their plans. But normally the other donors %em- f' f A. 

to specific countries, and might be he. to pass on such mfoma- 
tion even if it were available. Therefore, A.I.D. d e n s  can do - 
little more &an note that g%.niculas donors have iradimtd .interest ir, 
specific major projects, which are aJrnmt; ready for punding or sre 
in process of negotiation. %"here the major donors are members of 
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formal consortia or consula~ig,~& better i n f b n n a h  an 
others' plans may come out of umsultation and pled@ng sasions. 

The statement of U.S_ objectives, ment of &!he C Q T U B ~  s i t e  
tion, and expected roie of other do- provide a frammork with& 
which ta select perhap half a dozen gdis on whidt to c o o ~ a m W  
U.S. economic assistance. In selecting gods. mksiom arc aka ~ s k d  
to take into account the particular areas of s m g h  and w d n -  
in G.S. asisbwee, In some fields a.he Uni~ed States can Q&P 

Iarly well-developed techniques. equipment, or im~m~ond 
" 

ence (agricultural extension. road-building equipeat). In 
fields (for example, family planning9 to&sm) other a d v m d  cam- 
tries may be better qualified to extend assistma. Aside ftm ~ ' F r a -  

assistance mush m4th m e  excep?;omss, be used to p 
goods and services, the United Smm shou!d seek areas 
where it can proy5.de the required skills and 

is to depreciate the value oh aid." 

close$ related to broad economic policies; ohem mimidie 
sectors or subsixtors. Some are a x n ~ a l l y  q u ~ t a ~ v e ;  othe:~ lend. 
themsefves ro meaningful qumtificadon. Fairly 9jkyig:laaa g d s  nright 
include : 

-&orienting the formal educa~on system to kaer =me man- 
power axld other development needs. 

-Increasing a g i c d t u d  prductivi~.  paztic im expork eaop. 
-Integrating - an isolated and dbsident n g b n  iota thz n a ~ ~ a  

4 Consonia and cansul~zi~i~e groups ;i?He oompmd of ~presemtatives of hHus 
governmenrs and international asgdzatians aiding gmrtictdar emnku+gs, A 
consonium is pledged to pro%ide a ~allasmc of zsstamx adequate 10 muer 
requirements agreed besw'een xhe recipient the donam, A camrsuPta;lj~re m p  
is mose informal azad is ram colmwsix~ed ro mp, specific aid Iewci. bug pr;xwx!es a 
farum In which xhe recipienrr may presenx its caw sad dmom may 6 x w r a ~ e  
&elr views. 

5 The Treasury and the Department of C ~ m e x e  hawe urged. that h ad!& 
tion to tying &d ra U.S. sources of prwumm:mt A-1-D.. i m k ~  &at hpn.s; 
the U&ed Slam purchased '~3t.h A.I.D. dollars k addiriomb to the nomd 
value of rhe recipient na~ioa"s sdf-5nanncd i m p n n  from Eae iPT~it& %czs; 
Aside from xAc &a hat  rhe "homal 1eveE" of imports is &@dt  E@ asceoluh, 
panicuiwly where a caunxry hss Amxi~td  s u b ~ ~ t i d  US. aid for a Bong ~rn- 
edorcing "additiondky"" would probably force may c~amixie 09 pwchrn 
p d s  fmm the Unibe6 Sates &at she?; :su%d buy more chapiy eisewkm,. mi$ - 
wcadd help the C5. ?Skdm,c.e of ~ 9 j ^ P a a a l E S .  b u ~  KQCIP:~ mdkrxlia: the gu- of 
&e aid. 



-Doubling cxpm earnings by 1972. 
-fncreasiag the proponion of hosi goyerament cxpdiiturs 

covered by internal reweauceu to 90 pler amlt by 1971, 

Each of these g a s  calls for h a t  caunw ac~ioa as =dl as U.S. 
(and perhaps o h  donors') aid, Misiowr are asked ta pBbTi3Xe a 
detailed analysis of each goal, as a bajis for seleaing specific US. 
activitb and focusing U.S. influenre an k q -  self-kdp meamad 
Take, for example, the goal of recs~cnling the fttkrmd dum~m 
system to better serve d e ~ e h p m m ~ !  needs- In mkq d w c ! ~ h g  
countfis, graduates from high xhcaob a d  coxlllegs who haw ma- 
jored in arts, social science, or law haws rrauWc hading emplqmmbl, 
whereas there is an acute shonage of &cati6c llnd iahslical pa- 
S O M ~  in sllch C ~ ~ S U C S ~  mbg?l be iZ l& in tbe 
distribution of students at -secan* and hi&r ah, 1e~cf.s f ~ o m  g e a r d i ~  
to technical a d  grofssiod 5e!& of s 
and science 
such a shifx; 
exanr3mtiom for scieaoe cawse"5;, Ha rh9t case wliYmcc md id&- 
ence mi& be toelared an subreantalllr - incraing I%lr a m k t  ah 
qualified mathematics d siescce taehcs  ar tihe mBy 

scholarships for inpmna but a n p p u l s  &el& 4 taw& study 
such as agicwixumi engiaeefiag. Awoaea s9nbgm9 might be the kbo- 
ducxion, wer s v e d  years* of ~gmhd ~~r."g:h~cd a d  c 

wwM a B I  far &=I got7zrnm~nx wxion as we@ a $& 
At its best, ma1ysis doag &EX lines s a m n m n ~ ~ m  of 

U.S. aid on clearly deh~ra& rargets$ 
plan, Bur &e concepu of a shmpil; 
plan is sddorn redizd in practice- 

The seleaion of mest gads and the x?ammm of U.S, e 
wirhin each g d  depends much m u ~ z  aa h e  

vinudy evedy t o u n q  pr'ogmm comists of a c ~ k i h  

expanded, as is curreadr rhe c s e  b G 
s m .  de now ach  )ear md de~emirae nkm m r"ki,mamte V..SSS 
arsis~w. Tbuef~re* ZT;CE is a strmg rea#leaa d, tab * p e h s W  
hg activities in a cdar 6e9d4ua&s;p,a a&dtweb - 



under Iak1s such as "devebpment of human reso 
development," in order to comply with \%-ashiagtonS d 
projects may be well- or ill-planned individually and as a group, but 
superficial packaging adds no&& to their effectiveness- A serious 
assessment of the ration& for projects in a padcular field or far an 
endre p r o p m  is most likely to result from the arrival of a 
lady capable and aggressive new technical divkion chief or 
Director. 

Quite apart from the inenia of the ongoio 
fiat all or airnost dl activities shwM be ge 
goals is particularly hard to apply to capital project lo 
a bag .time to develop a ban p 
technical md economic criteria.. eoarviia only a hdfd 
of capital projects are ready for og at m y  given time* A.I.D. 
has increased assistance for surveys and engineering s g u d k ~  to identifx 

increased the flow of good prrl)jea prapds.  Therefore9 in 
countries A.I.D. k like?lv to finance a capital project which Bmh 
economically and technically sound aoci for which fun& on suitable 

little or no relation to fbe god smrctwe of the rest of the US, 
a c e  p3O5- in he country. As a result, six yeam after the Rxe1op- 
merit Loan f i n d  has k e n  h c o ~ m t d  into the rest of the U-S- 

integrated with oxher A.L.D. activities. 
Up to 1957, it has also k e n  &Sculx ro hw2"gte for Pace 

cuIrure, ProbabIy more h p f i m r ,  una 1467 the 
and relied mativations have outwei@d 

- in guiding h e  program3 istmioa. Kew 

i laxion in aummxn I966 smsses the need 
self-help efforts. and shwld pr 
a d  stknes foms of a0noPrn.i~ aid, 

S U  a fs 
 ad p4a;ns. Despite its many mMd e ALD- 

country - administrative sjnt.lsc and of A-1.D- 



Program Planning k5 

For example. the problem of increasing the supply of skills and 
trainable manpower cannot be approached adequaiely by examining 
the formal education system alone. The possibilities of expanding 
in-service training in industry, modernizing traditional apprenticeship 
systems in certain trades, and usiog the armv as a school for literacy 
and f o l  civilian skills such as auto repair must also taken into 
account. Nor does a survey of the full range of ipaten~al sources of 
skills training complete the picture. The forces iduenciog utilk~m 
d manpower must also be considered. These include wage structure. 
private and public labor policies, recruitment to d i e  
and a host of other factors. Even ex~emelv a corn 
enced speciahts in the adminisga~on of school sys~ems;~ amimHum 
design, or technical education cannot be expected to cope with tbis 
range of considemtions. Nor are most mmpswer or labor specialists 
sufficiently versatile to do the job, There are at best a hir~nht of 
men in the entire A.I.D. staff, worldwide, who haye the training and 
experience to analyze systematica!$ the problems d skill wetion 
and utidhtion, as distinct from hprovemeat of a formal education 
system. 

Similarly, agriculture divisions are staEd with experts jn 
tural extension, credi~ cooperatives. soils, higa%ion a d  wate 
agerncnt, and pou3tr4* production. Yet problems of m d  development 
dtxu]Iy extend into educatian, tmmpx"t, pricing pkicies, aisxa, 
and local governmen& to name only a few facton. 

A.I.D, lacks such expertise pady because it is h m t  im e 
to recruit. The broad-gauzed a e c d ~ d  eonarnkt, ducation 
planner, or health analyst is everywhere in short supply 
demand. Moreover, in some s such as edueadan pEi 
techniques and concepts of ysis are ody ~ o a ~  

focus of widespread research 
Nor can the problem be adequately solved by b ~ @ g  in hi&- 

a sector. Such studis 
zre rapidly outdated. 1Moreoueq any 
questions as it answers. Just as the ch 
tion n& year-round and>5is, so the ma@ areas or sectors on 
which A.I.D. concentrates ia dEom in anv .I parkdax owntry demand 
continuing analysis. Una az least &e Iager mkiom can k sWd 

! 

I 
1 social analysis, which is the centerpiece of the mhion*s 
i l ~ ~ i s i ~ n .  
d 



Scope and L i m i ~  of the Pmpmmimg 

Most A.I.D. assistance fin& its way to fie lrrses @ough the 
pxcgraxnning process described Irere. But m 
result from ad hoc responses to crises a d  oppcrtuoities. In 
1% aid for many of the political objectives sumeyed in Cha 
often u n g m ~ m e d - i n  other words, it is not decidd on 
the annual process of determining the volume and content of the aid 
program for the coming year. Aid to respond to an u o a n ~ ~ p t d  
crisis, or a crisis the timing of which cmld not be prdi&+ is 
obviously unprogrammed-for exmpIe7 one-me budget su 
to stave o£f a government's ooljapse. the aiwoihg of aid to ha- 
cate disapproval of a military coup d encourage 
etections, suspension of aid because a nation has exprccbfiad W-S. 
property, reduction of aid ro discoumge aa e foreign pfiq- 
Disaster relief, of courseq is not pieplanad. Similarlyy the M E m  
Director xiuses his D i c e c t ~ ~ s  Fund as op d&m& 
the Fund itself is p 
the year. 
%me A.I.D. acthities are eonductd on a, fg:@od or wor;3fd-~& 

basis, rather *an as bilattced aid to h&Gdud c 
is programmed in ad 
programming process disc 
contriburtions to hternafiond 
as &e meas!cs controi effort in 
clothing and u&er 

And rhe principles and analysis desaibwi apply U, ali 
program, daough they are most faUow& for devdoperaat 
proLms5 It is the nature of a security or  stab'^^ p 
will be more sq&les, mre  crises, more need rto alter pll 

muater-bluc and presence 



quantifi&; incomplete or iaadequate data and 
necessity d working with local aulho~a3e whose 
tid but whose own priorides and vdars m 

sovereign gwemmeats rather than local or 
common federal f mework ,  Moreover, US, 
a smaller h d o n  of most recipient m ~ ~ w * I  
is the federal contribution to many sme 
fore, the relationship betwen U.S. 
achievement is more tenuous 

a d  eBo* ta emcourage b ~ r  
parbnw* 

p n  is h w n M  m 
serve, not to dete toward h & B d  
countries. Not hfqueatIy 
times these me taken up 

purposesT and for shaping long-mn pofi~d evoludan are p 
priorities among foreign 
s;od%ct among 'them. At im bf &e g 
issues sharply, it  carnot m l v e  them. 



Part Two: AS bTENCE: 

CHAPTER 4 

Using Aid To Imp 

TMS CHAPTER c o n e m  one aspect of dewelopmend ai e use sf 
all lhee  types d economic aid 20 encomge h p r o v d  devetqmmt 

e pdicies on the pan of the recipient govcrament. Althou* X ! I ~  t e m ~  
"influence:' "levem~e." and "condidom*- Rave strong pogi~d con- 
notations, and e8om to promore bener policies do indeed invot~e 
delicate political considerations as 8veU as complex technical judg 
mats .  there should k no aconhsioa between penudow or even 
"*SXE-@$~ designed. to acclelerare gow& and the short-run p%~d 
of aid discussed in Chapter 5. 

For rwo reasons, aid's "inAuen5:e p o t e n ~ s  may make a much 
more impomat rontribudon in &e long m n  to pramolcillag 
thm its resource contribution. Fsrt. as noted earlier, tstd aid 
sources has connibured a f&on-rou~&y 25 per c e n t 4  total. 
inves&menr in the developing countries in the past few \;"ears. Ihe 
made of the self-financed 55 per cent is clearly m&e im 
in accelerating grow* &an is the use of aid alone. Second, polick 
and procedures-impon iiesasing memen&, hvsmmt d m ,  
marketing k d  pricing policies, potver aad 
turrs, tax pmvisiom, land tenure systems, to name only a ber*-&ect 

I * This thapkr draws an h.1.D. Paper So- 9. -&m&g EXdv'e 
DevtBopnrenx Polica"es: A.1-D- Experience in  he Developkg Coonnmks~*.) by 
Clarence Gulick md 3- T4el.m %@em*ber. 196: and an M-D- B k k m  
faper Xs. 12, "hI=um ao l 5 . n ~ ~ ~  &e ~ E E ~ H Y ~  Vse 02 &Qn by J a m  Nakm 
axad G u m  Rmis, rcrrighdly. p m ~ d  for a. c o d e ~ m  s p  j(okt!y by & 

, ~~~ 3Ckvdopmenaz Jaalriau~e and &a Ditchley Fmwda~m am6 kRd iim 
Englad June 25.13266. 

L 
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economic development at least as powerfuIIy as the availability of 
adequate infrastructure, technical skills, and imported raw materids 
and equipment. 

From the beginning of the post-Urorld War I1 aid program there 
were cases in which assistance was contingent on broad policy changes 
on the part of the recipient. Not infrequently project loans were con- 
ditioned on specific host country economic or administra~ve measures 
going beyond the scope d the individual project. Much technical 
C 

assistance has been designed to increase the ability of hat  govern- 
ments to formulate and execute self-help policies and measures: for 
example, planning assistame, establishment or reorganization of 
budget bureaus, or tax reform and tax administration. However, since 
1961, A.I.D. has tried to relate aid to performance somewhat more 
systematically and consistently than did predecessor agencies. 

; This trend has been noticeable m a w  among the development- - 
oriented prograxns, and particularly among those development pro- 

: grams that i&de a major commodity assistance component. AC 
f though the U.S. may be even more concerned to encourage reform in 

programs directed to security and stability than in major development 
- programs, the government may be too fragmented or too harried to be 
: % *able to respond to pressure, or too fragile to survive a major reform 

effort. In the very small programs, the modest U.S. role rules out 
significant U.S. influence on self-help measures, 

- A.I.D.'s early efforts to link aid more actively and explicitfy to im- 
k 
--% ved perSommce were mainly in Latin America, partly b a s e  

Charter of Punta del Este provided a mutually agreed framework 
objectives. Moreover, although the United States had conducted 

mall technical assistance probpuns in Latin America for many years, 
substantial concessional capital aid began in 1961 with the signing of 
the Act of Bogota and the initiation of the AUiance for Progress. In 

,contrast, large assistance programs in the Rear East and Asia had 
been under way for some ye=, and it is more t to introduce 
new practices into estabIisIhed relationships than to start off on the 
new basis. Moreover, several of the older large program in Asia 
involved strong U.S. military interests, which made it cMicu4t to link 
aid primarily to development performance and efforts. As of 1966, 

f however, economic aid is or has been explicitly to major and 
mutually agreed self-help measures not only in the larger Latin 
American programs but also in Korea, Taiwan5 India, Pakistan3 
Turkey, Jordan, and Tunisia. 
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Identifying Self-help Requirements 

The first prerequisite for the effective use of aid to encourage self- 
help measures is obvious: the donor must understand the country/ 
situation well enough to identify the most important self-help measures 
needed. Although easy to state, this is difficult to implement. There- 
fore, the thorough and continuing analysis described in Chapter 3 is 
essential for egective use of influence. 

Self-help measures may apply to specific activities-such as fina.n~-~/ 
ing the local costs of a dam or factory, or-ctiangiog Ministry of Edu- 
cation regulations to pennit experimentation with new teaching tech- 
niques-or to much broader efforts to reform tax structure, alter 
investment priorities between sectors, mod@ an entire import control 
system, or give substantially greater encouragement and freedom to 
private initiative. This chapter emphasizes broader policy improve- 
ments and the ways in which donors can support and encourage such tr" 
improvements. However, the success of any development effort de- 
pends not only on appropriate general policies, but also on innumer-'-; 
able more limited improvements in organization, management, andtt~ 
policies. These improvements can be encouraged and supported by 
dserent aid techniques, including many kinds of technical assistance 
as well as explicit understandings in connection with loans for capit& 
projects. 

It is dficdt to say what kinds of self-help measures are likely to be 
crucial, because country circumstances vary so greatly. Often devd- L, 

oping countries face severe inflation accompanied by a seriously de- 
teriorating foreign exchange position. In such cases a fairly standard 
set of measures are prescribed for financial stabilization: restraint of 
credit and government deficits, certain kinds of exchange rate adjust- 
ments, and tax and tariff measures to restore balance. However, as 
emphasis shifts from stabilization measures to policies and programs , k  
to promote development, it is often harder to identify the most appro- 11. 
priate steps for individual countries. A few general aspects of self-help q ) -  
can be stated fairly clearly. A country should : - 

I. Increase its supply of skiued manpower and strengthen the in- 
stitutions that play key roles in p l a ~ i n g  and carrying out de- 
velopment programs. 

2. Increase the scale of its development programs. 
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3. Increase the productivity of its development expenditures. 
4. Encourage broader economic participation, including creation of 

a favorable climate for private enterprise. 
5. Increase its own financing of development and reduce reliance 

on external sources. 
6. Increase exports, and economize on imports to the extent corn- 

patible with rapid growth. 

The relative importance of these targets varies from country to 
country and from time to time. The specific measures needed to 
achieve them are almost infinitely varied. The appropriate measures 
can be identified for a particular country only on the basis of inten- 
sive study of its particular circumstances. 

,."'These self-help targets relate most directly to economic progress, 
although they are likely to affect (and be affected by) social and polit- 
ical trends. Because both U.S. objectives and the developing countries' 
concerns are broader than economic growth, self-help should also 
include measures more directly related to social and political aspects 
of deve!opment, such as steps designed to: 

1. Increase capacity to maintain stability essential for developmeni, 
with minimal resort to coercion. 

2. Improve the distribution of income, services, and opportunities. 
3. Improve protection of fundamental civil liberties and the admin- 

istration of justice. 
4. Broaden meaningful political participation, and pewit a wider 

range of nonviolent dissent and criticism. 

But what constitutes "self-help" in the social and political realms is 
much more a matter of values and beliefs, and less determined by 
technical considerations, th& is t k e  of measures essential for ecu- 
nomic progress. Some (not all) aspects of social and political progress 
are also far more difficult to measure objectively. Therefore, the 
United States and other donors have given less attention to self-help 

I , . .  ipzq2, -. iq political than in economic . . realms. , , + -- - IS : >. Fm . , 
, , - .  . " d J . . < *  

't . 
,< *>? . - : a : 

F -:. 1 . 5 - '  'I: - ". .: ,.p.i^.; . , -. , . ; . , 
1 

. , . ; -  
;' -- - . 

. - - - * - *  , ,  ' . - .. .* , - - Techniques of Encouraging Improved Polieik .- . 

- \ One approach to the promotion of better self-help is to assess per- 
- formance to date and to reward those countries having a generally 

r" 
S? - good xecprd with generous aid allocations. In theory, this approach, - 

* 
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pursued consistently, should not only concentrate aid in those coun- 
tries that can use it most effectively but also induce other countries to 
improve their policies to qualify for increased aid. T h i s  approach is 
ex post facto, in the sense that donors adjust the level and content of 

L-4. thetr ad to past performance. 
A donor may go beyond the ex post facto approach and seek ac- 

tively to influence the current and future development pokies of - -  . 

recipient col ries, through discussio~ and persuasion, through offer- 
ing technic advice or financial support to make specific refoms 
easier, and p~ssibiy through conditions, incentives, or sanctions. I- 

t_. 

It would be convenient to rely heavily or entirely on the ex post facto : f2 i $**-: 
-J - A c  . " S  # . /  

approach, if this were adequate to bring about effective self-help ' 2 - .I,7 +. -,-=%= = IcL 

measures. More active efforts to influence self-help involve at least two-t~ , f4(y 
major and independent risks: the danger of being wrong about whak,-'5 s- 

was needed to promote growth, and the risk of being charged with '. : ' ? *  

intervention. If aid allocations are made simply in accordance with ' , I1 

demonstrated performance, the developing country has full responsi- :I' d G  ;/ 
bility for any actions taken or not taken. The problem d anticipating f a  

the effects of specific measures is avoided by waiting until at least 
partial returns are in. The donor runs the risk of adverse reaction only 
to an aid allocariofi smaller than the recipient country had hoped it 
might receiveT3 . , risk that caq hardly be avoided under any circum- . -- --- - 

stances. 6.; - *  ,-q * -  : -- z8 2 5: * .  
* '  1 4 - -  t - -  - - - * _  

Unfortunately, U.S. aid is not distributed among countries in such a -1 
way as to provide a strong incentive for effective self-help measures. I 
Because aid is used for security and political purposes as well as to 1 
promote development, the pattern of U.S. aid allocations does not : /  
favor good performers clearly enough to induce them to maintain their 
eiforts, or to encourage other nations to improve on poor past recurds,l' - 
(Nor, for the same reasons, do other donors' aid patterns c2osely re- 
flect differences in self-help effort among aid-receiving nations.) More- - 
over, specific self-help measures call for decision aad action by individ- 
ual host country officials or agencies. Except for decisions taken at -- 

";. the highest levels regarding broad economic policy, the connection be- p;_ .- 
-4- 

-/- 

tween specific decisions and the possibility of increased aid available in 
the future to the country as a whole (not necessarily to the agency 
that must implement the reform) is too tenuous to have much impact. 

Furthermore, some of the most important self-help measures require .. 
external support at the time they are taken as a precondition for suc- --" 

cess. For example, a country considering liberalizing a complex sys- 
tem of import controls, in order to give market forces more free play, 
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must anticipate and be in a position to cope with a possible surge of 
pent-up demand for imports when controls are lifted. If its fore* 
exchange reserves are low, external support is essentiai. n u s ,  U-S- 
willingness to make a larger part of its total aid available in the form 
d a program loan, rather than for specific projects, helped Pakistan 
decide in July 1964 to remove import controls on major industrid 
commodities and raw materials. The liberdktion brought about in 
part with U.S. support resulted in much fuller use of existing industrial 
capacity. For self-help measures of this kind, the ex post facto a p  
pmach is inadequate. 

Finally, the ex post facto approach makes no provision for support- 
- ing a government that promises to turn over a new leaf. For exmp1e3 

,-& Brazil in spring 1964 the Branco regime inherited an immense 

*.-- --. budget deficit and galloping idlation. The new government needed 
two or three months to draw up a stabilization and development pro- .. 
gram; without support in the interim, government services would have 
been paralyzed and the economic crisis deepened. 

For all tbese reasons, during the past few years A.LD. has tried to 

@ develop better means of directly influencing current and future self- 
help measures, to supplement the policy of allocating aid partly in ac- 

t L/ cord with past performance. Mihough external influence I s  no sub- 
stitute for host country commitment, governments are not momoEths9 
and the U&ed States and other donors can use a great many formal 
and informal opportunities to support groups that want to put through 
needed reforms. Moreover, some (though by no means dl) of the de- 

K* 
a & -  

~eloping countries face an acute shortage of analytic skills to assess 
r CI - their own problems. In such countries, the sheer additional analytic 

" -9 -- - capacity made available through A.I.D. staff? 'Ndd Bank teams, or 
, " other external sources is a crucial supplement to the efforts of the hand- 

i r ful ~f well-trained native economists to diagnose their country's prob- 
,. ' .. l Iems and prescribe appropriate measures. 
- ' The more successfuI instances in which the United States has 

actively influenced current policies have been based on long pnd thor- 
ough discussion between US. and host country oBcids, often eon- 

+-.'ducted over a period of years. Such discussions are facilitated by a 
! fairly close match between host government and donor s ~ m p t i ~ s  
! 
: regarding long-term goals and priorities. Because those countries not 
i pursuing sound policies and programs are often also less advanced in 
2 

! institutional development and analytic capabilities and less secure p 
Biticdy, the groundwork of discussion and consensus tends to be most 3 
difficdt to create in those countries where it is most needed. 

2.- 
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Recognizing, then, tha: specific eEorts to influence pdicies must 
rest on mutual respect and a continuing exchange of views, what are ,J 

the techniques that have been u,sed {(yencourage self-help measures? 
Poteriti&X$,-a1 f&hs of aid can be used to exercise intluen~e-~%me 
forms of aid are better suited to influencing rnacrwconomic policies; 
others relate more readily to sector or subsector policies. t51~re~~er ,  
some forms lend themselves not only to exercise d influence, but also 
to the narrower concept of leverage. I use the term -'leveragey' for 
actions that go beyond influence znd persuasion to condition aid, ex- 
plicitly or implicitly, on specified host country measures. Leverage 
may be negative or positive : aid may be withheld unless certain condi- 
dons are satisfied, or additional aid may be made available if host 
country performance achieves specified standards. Positive leverage is 
sometimes called "incentive programming." 

Much technical --- assistance is designed primarily to Muence policies 
arrd procedures. Technical advice, of course, is intended to influence 
policies directly. Training programs may indirectly sect policies, by 
sharpening analytic skills and shaping basic attitudes and urmprl0~1~. 
However, with rare exceptions, techicd zssistmce has been used for 
leverage only to facilitate the operation of the project itself- for in- J -  

---- 
stance,-refusal to enter into or continue a project d e s s  adequate 
coun~erparts are provided or the host countq f u ~ l s  commIme- re- 
garding office space, transportation, or other supgorthg services. The 
fact that technical assistance projects are rarely used for leverage on 
host countq actions beyond the scope of the projects themse1Ives re- 
flects the assumption that host governments are not suiFciently eager 
to get or keep specific technical assistance as to be wiHhg to alter 
sectoral or subsectoral policies or procedu~zs. Most technical assist- 
ance projects are relatively small. Often they reflect the donor's view 
of what needs to be done more than the host govementBs priorities. 
Many recipient countries do not count technical assistance as part of 
the aid level. 

There is another constraint on using technical assistance to exert re+==' 

leverage. Effective technical assistance depends much more dk2e-aly 
and heavily than other foms of aid on g o d  relations between the for- 
eign technicians and the organization or ofscids with whom thev vork. 
Pressure for reforms, say, in sectoral or subsectoral policy might le- 
quire decision or action fIom the couaterpm organintiion itself- ff it 
did, and if the pressure were resented, the gains from the immediate 
improvement in policy might be vitiated by reduced long-run e f f d i v o  
ness of the technical assistance itself. 
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Capital assistance for specific projects can be used to exert both 
general influence and specific leverage on host country actions. At the 
simplest level, virtually all donors, bilateral and multilateral, insist that 
engineering and technical criteria essential to the success of the capitat 
project itself be satisfied. These conditions may go beyond sound de- 
sign and construction to consider efficient use of the project after it is 
completed-for instance, provision for proper maintenance. Most do- 
nors also call for some host country contribution to local costs. These 
requirements themselves may have a constmctive inhence, by ducat- 
ing host country officials in what constitutes a weU-planned projen 
However, such conditions also slow the rate of commitments and &is- 

7 - > -  - bursemenu, making it difficult to build up and maintain deve10pmmt 
' i momentum. The proper bdance hem-een upholding high standar& of 

project selection and design, and maintaining or Increasing the vof~rne - 1 

; of investment depends on individual copmw ckcurns~tances- 
A.1 .D., the International Bank for Recons~ction and Development 

(World Bank), and other donors may also a& to aid for earpitail 
projects conditions going beyond the indi%idad project to the 
performance of an entire sector or subsector. For exmpleZ a sdbIIe 

c - 
9 .  :' - + :A.I.D. loan for road construction in Afghanistan was conditioned on 

* r * ..em 

gu>. a v 

, the Government's establishing. st i and budgeting for a national 
j highway maintenance department. Loam for power smtiom in Korea 

were conditioned on changes in rate structure designed to encourage 
more economical use of electricity and to generate funds for inm& 
investment in the power field. A ban to h e  Bolivian 
finance expansion and modernization of the private 
was not to be disbursed pending major refom of the country's mining 
code? a reorganization of the bank itseK, and the pasage and enforce- 
ment of new minerd export tax laws to enmurage investment in 
mining.% 

Perhaps the most important constmint on the use of capital project 

.., 
-aid for leverage is the fact thar for many developkg coantrie~~ the 

-+ % vofrrme of assistance zvdab!e from all sources for sound a d  w&- 
designed capital projects substantially exceeds the av&aK~q of proj- 

: ect proposals that meet these criteria If for dip1omdc reasonsb s~leral  
a 3 donors are eager to provide substantid aid to but wish to i maintain high development standards, they mill. ma= or 1 s  

openly for the most amctive projects- Such com~.Pi~on dew= dooors 
i from attaching conditions extending beyond the smpe of the pjecli, 

Even if competition is not a factor, donors often are ~Buetant to s 



diplomatic relations with the recipient government by delayioe @ cam- 
mitment - - of funds for sound projects. * - , -- 
. - 

A.I.D. bas thus far found loans for commodiv imports the most /:' 
I .  

powerful and flexible means of influencing macroccunomic p o l i c i ~  . . 

ir: those countries to which such bans are extended, Ihis is true far , 

several reasons: / 7 . > .  

1 .  Loans for commodity imporis are almost a lw~ys  --- larzrr -!-,--.. in \;olume 
th56 individual projects: in a number of countries U.T. progrm 
10ms substantiailly exceed totA project aid.. 

2.  Most donors are reluctant to finance commodie imports. 'Vet 
su:h aid may be badlv r. needed at certain sta,ors of dewlop-. 
ii: vmit fulter utilization of exisring facilities and to su 
widely scattered small capital improvsmenb. which m'e d 
to %;rxance on a project bask. 3dormve;. c dity aid Raws. 
quicklv: its effects on the economy a;e prompt. I f  aid is tied (that 
--d 

is. must be uyed to purchase donor country produrn>, c o m m d w  
aid gives the aid-receiving country the option af ~urchasing those 
floods which the donor produces cheap!) aod well. whereas aid 5 

assistance is strongly desired and has high ity vdue. 
3. Because commodity imports prwidc equipment m;rik9 mateas+ - - 

and spare parts far the economy as 2 w'nole. a Iinklag _- of -+-,. p r e  
gram loans to broad economic policies is more . _ - -  likelp -. seem 
reasonab1g to 'the recipient. The volume of p lenag is 
ustlA1.y bas& on & 
This analysis can easily be broaden& into a general review of 
the economic situation, c~nductcd johdy wish the hot% govern- 
ment, and resulithg in decisions regarding both rhe volume d aid 
and required self-help acrions. Recent progm 
with Brazil, Chile, Colombia, and Korea have 
quarterly rr~iews of the economic situarion ran$ of p 
particular problem. 

4. Bnce a dorm has agreed to finance 
normally reduce &e promised amount or plant abmdoarad 
h&-c8mp].eted is a waste of resources and a visible repmxb ub - 
rhe donor. BUX conundi~ cim _-__ be . -_ hcreased Y e - - r .  ---___- or decm&d at 

lombia have sdpuIated that assistance would be lreileasd in qm- 
ter]Iy slices contingent on host country perEamaoee as mms 



by a p d  indicators. When Colombia delay& ~ ~ c L B I ~  but w i d .  
decisions repding its exchange rate and budgt duri~g 1965, 
14.T.D. held up dirburxment of p tam 2nd d5d 

need4 As a result. A.Z.D. cco~rnmi~m~5 to 
dropped from 571 miflion in fiscal year 1964 to ady $3.6 d i q  
consisting entirely of technical ssktance. in f i d  year 1961.2 
international lending agencies alro cut off 
Similarly. in August 1 966 &e Unitcd Siata a 

undertaking a tax refarm prognm. Wheo b a d o r  pow& mmbk 
to implemnt fully thu agreed r&msv &a Uaited Sum waklid 

men2 with Korea pmi'idd S P % 
as an inctnti~s: for ~d~rrraranm sx 
funds were to be relead in [wlo imtdlmen&. For the 
months. the targets includedi ca&c.ctioo of bL doma* rewe- 
nues greater than 5 166 miltion. 4 the Lbnihg of met d m e k  
cred3x ro less rha.n 52 18 maion. The met b~ 
am! A, 1,D. reteasead $7.5 miMim,'": 

5. Commodity aid b parti 
kinds of refom such as 
in;f impart ~onwcak. Such ~~f~f i~ms 

d& %o S ~ S C  projaxs. Major impoxt 
En Pakism in 1964 and in $ad 

jump in import demand. 
acdvity may also ~ q u k 2  program urpgoa beesuse w 
provemrnts in thousands d s m d  private plantg w r  the rsr~ 
materials a d  spare parts needed to u 
ean be h-4 esciendy on a pro@t-b~-pm~~g~:d 



criteria were need for and ability to use the kinds of commodities in 
surplus supply in the United States without dismgting somd patterns . 

of comercia1 imports from the United States and from other a , g r i ~ u l - ~  
turd exporters. This pattern reflected the surplus dis m ativation 
of the original Food for Peace program. However, U.S. sth-ks af sur- 
plus agricultural commodities (except cotton) are now I .: - z-.:: y ex- 
hausted, and the 1966 legislation revamping Public Lau - i .-" : :.-s a 
new policy: that the United States should deliberate@ uus i ts  inimense 
agricultural productivity to produce commodities for grant or 52!s to . . 
the developing countries as aa aspect.~f* foreign aid, The new iegrr:~:- 
tion also provides that foad aid G- thc future is to bc Inked Hirh s l f -  
help efforts, particularly efforts to increase aL&cm9.twd produ&on-' 
The precise techniques of h k k g  Food for Peace assistance xrv4a3-s self- 
help remain to be worked out. Experience w-i& program loan nego!ia- 
tiom may provide some useful guidaace. 

Commodity aid, including food aid, often ka& to U.S. owner ski^ h 

or partial control d sizeable amounts of host country correnk, 
thereby providing an additional channel through which to exert in8u- 

2 ence. 'V5,'hen U.S. agicuIturai comdi~es are sold 'to a developling 
country under the Food for Peace program, the United States is 

2- 

repaid in the country3 own currency. The United SQ+S &en oms 
that currency. Moreover, when A.I.D.dnifx3ed hpr t s  are sold in &Q: 

recipient countrv, &en some part of the proceeds is set aside in a 
separate accoun; in the country3 Cenaal Bank. ?he United States 
does wt own this currency, but by agrzement with rhe host govern- 
ment, it may exercise joht control over dkpsi~an of the. fm&, 

The United States may use its o~mtrshig, sr coaratroI over 
rency to idhence resource aS3LocationZ that is. it may urge or &kt that / 
these funds be used to increase i n v a t m a  in padculas Gel&, Or it 
may use control over local currency to encourage other 
Pakistan, for example, U.S.-owned rupees wers used 
encourage increased public sayings. f a -  fiad begun 

j Five-Year Plan $1960-19653 with a 

1 sources through taxation: the tax yield was only 6 per cent of GW. 
The new Plan contempIated increased uxation, but by mid-Plan it wm 

f 
clear that rhe ! h i e d  steps lhat had been taken wodd pxduee ooly 

= Food for Peace Am, 1966. Seaions 2,103-z ma3 f 09. 
Tiwe is no economic reason w-h,- fwd aid Slhcdd be 3IiIBkd Po ia6 re- 

farms mther &an ;ta self-help eRons in an? other imponant field. But many 
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about haif the modest pianoad increase :n tax y4eids. The; A.I.D. & 
sioa estimated that ~aares would havr. 2~ be incr at Beast to the 
level projected in the Ran early in 1961, if other aspects of the Plan 
were not to be impaired. Before the founh year of tbe Pb, the 
United States urged action to increase taxes and backed up its ad* 
by refusing to release U . S . s a n d  .rupees, which wouM have allowed 
Pakistan to finance the four5;h-ycax prog~am witbout a tax innease. 
P d y  because of this pressure* and perhaps more 
Pakistani rec~@~ion of the need for greater self-help e@ofi7 
raked additional taxa for the year in aunt greater ti:,. J per 
cent of G N P ,  the largest tax increase In 
measures were enacted %he folfowc3ag yearp so &at 
Second Plan with tax yields somewhat over --I 9 p r  qent of GNP.X 

- Commodity assistance, then, provides a versatile a n ~ - ~ ~ e  

more limited leverage, wi.stan&rnap be 
'J \ advice ana.13.tic e v e -  m of Tehm, 

hproved self-help was set 
in the guidelines drawn up in 1961 by the Pxesident-s Task Forr~ an 
Foreign Economic Askimice, but has since k n  a- 
.This approach is the long-tern @s 

; stated: -- 

Perhaps the most sdirnpmnrt imen-tive for fthe devetopimg cmnwies1 wi l l  
be dear evidence that  where other countries have dome Ed of hame 
vc70rk we hwe responded with !cnn@riem EO 
we @an be in a pcssi.tlsn ao make the neces.saq Ion 
are requesting five-year "asaaowing a u & o d ~  fsmr 
partion of the overdl aid p~ogmm.~ 

Congress did not approve the q u e s t  for fiwe-yew 
thority, but did give &e neuv71y created Agency for 
opment authority to 
recipient country a s m e  of ask-= 

I years, subject to annual approp~~ion  d h.m&. 
f such commitments for any year was not expected to e 

with exercise Of this autho~sity. Long- 
made to India and Pakistan (mu CZEW]~, T a  ($10 



million over three yean), Tuaisia ( 5 1 80 million over three y 
Nigeria ($250 maion over the period of ber Six-Year Plan) .  But 
A.I.D. has not on balance found this technique ta be L and! no 
new tong-term commitments have been made sioce 1963. k a u ~  the 
Task Force stressed this technique lsxr s&on@~ md 

ity, the change in attitude calls for an explanation. 
Administrative and operating problem aceount for pm d the di* 

enchantment with long-term commimeats. The c 
covered d11 foms of A,i.D, asistarnce (and i 
FoQd for Peace), bur did not specify the pmpn 
skhm~,  project b ~ ,  p b8lS, and ( 
aid. Technical assistance accounted for a smd1 part of the tat&, except 
in Nigeria in any event recipient coualri 
technical asismice when wmidehs the 

and h e  smdt number being cokdcrd 
phcu!a.r b e  may take a year or ma 

given time period, aad because tah~ed and eapiwl am not 
fikety to absorb much d the aPae ~ Q D O ~  @ a d  under 

yond that which it feels is w 
rquirerneafts. pllr~matively, 
erase the flow of capid assistance4 Neither choice Er 
few cases fxicdon over hplermenution of iong-tem 
have negated the goad m31 
the hitid announameat of the comimenz 

More 3mpmnq b& &e s h p k  cxktenee of the 
the probability of some misunde~m&g 

contiming US. influeace 

rn#%sua needed under 
need for flexibility, but 
the core of self-help %.as 



buf probably places parer  ernphis than did +&the Task Force 
on maath-temontb adjustment of plicie md p 
to changing circumstances and accumulated e x p ~  
those countries where the bulk of developmem wiisme is ro 
mtd. the major fomai channel for US. influeace & not the long- 
term commitment but the muat  nego&~ons for p r w m  !loam md! 
in some cases more frequent joint reviews of the r&pimtt W W @ ~  

progress and performance. Sueh revies arr raluabIe not d y  a~ r 
fm 

spotting potential pmbiem. 
-.- 

OfEFjuni,-jin many c the U~ct& Sa&s is 
Lbe major donor. Rat oak ather bilaterd do 
Bank (IBRD), and Lu dblaao asiiace, the I 

nation$ Monetary fund (IMF). aad o&er mufltikatcral t.bm 

s-wbk mbtance p . Clearlye where mare thm one noajar 

use of influence. At fie yen. .w 1ea.s~ thr mcipienr m u n q  slis~anlld not E&ve 
to0&pe wit% several daarent donors u 

rq&emearts by playing doaon QE each lBeyolo$l tt]iaiis, 
minimum degree of ~ a ~ r d h G ~ a ,  8 &no= cam 

country. the prospect of persuad"mg the countxy ta aa aao&n& is 
enlhaaced, 
In -.-...+ tbe qast -..&...-- -> interest in h p r ~ v d  seE-help has a 

gowing concern of ail%aaohs. m e  U.S. h Men t ~ e  fad  in the 
OECWs Deve!opnxenr Lksis~anm 

Watern Erafapa n;ji3:ions, Japan, m d  the United S ~ I I ~ S ]  in wo 
08s a consensens on criteria far gau@ng self-help effoxts rilnllll 8he 
mosr uszful techniq~es for idenrifying key self-he8p .mq ea& 

The World Bank aod rbe IMF we generay ~ e s p a &  far their anm- 
perence and are rehti~eiv frPe of suspicicon d p%tid rn~~es:' al- 
though h e  IMF is nm ih.qquendY ace of ima&g Z ~ L ~ W ~ R E  



development eRe@lts of sabilbtian measures i t  reco 
ganbxiors are effective channels at inffuence. The IMF t s s d y  takes 
the lead in advising member =tiom in financial discultirs rewding 
measures for stabilization, and in coordinating other len policiej 
toward such countries. IMF Stand-by meats usually that 
the aided country attempt to obtain credit from other natwm. and 
that &ei~ credit be exendetd on c~nr4i~on that the r&pigt%t o C. 

the stipulations of the Stand-by. The United States has f-uen(ly 
worked closely with tfie Fund. The Greek stabai-ation 
mid-1950'~~ and agreements with B 
been supported by U.S. aid linked to observance o 
tions. In Chile, for example, g 
largely conditio~zstd on Chilean 
foreign exchange rate p1icies defined io Stmd-by 
1ME More recently, in 196-7, A.H.D. a?xsi 

Ghana was tied to s~ibiihrtitsn m recommended by Ihe Fun& 

In the field of deveiopme urer for yem the Mhr8d lh& has 
sent teams upon q u e s t  20 in a p d d w  mrntry9 

In the past few years the Baolr has taken a m 
role not only in advising dwelopkg countries 
ordinaxing donors' efforts. The lBRD spmors donors* corn* for 
India and P a b m ,  and chairs ceamuita~i~e groups for a number of 
other countries. The India and B-m C ap con- 
sortium for Turkey spmored by the OECQ were origioally estab- 
lished so that donors could agree o?lp rlht coundm' aid rqukem 
More recently9 the consortia aad con~drn~\~e groups are being 
to reach agreement not only rn what is needed from don~ris but 
on what would be appropriate to require of the redpieat nalion. 
instance, the Bank played an ioa P role h b& urging and organ- 
idng support for India's impart of 11965. N&oer@ corn- 
plex controls were clearly stifling private sector grad,  lndia found it 
dif5cul.t to dismantle the ooatr~ks, both for ide020@& reasrl~ms-h& 
had long been committed to a controUed and prorstiwe ecawmyy- 
and because it was not dear &at foreign exchange would be adable 

. After a long perid og 
cwionsj Indian Minister of 91)P 
standing aith !Void Bank President George W in April 1965, In 
resparse to fndids decision. the h& then took the lead in romhg ,<, 



up increased assistance pledges, and succeeded in eliciting promises 
for a tom1 of roughly $1.5 bitlion, including over $800 
modity assistance, for the first year of India's fourth Five-Year Plan. 
Previous years' pledges had reached about SI biUion in total aid of 
which $600 million was in commodity ass is tm~.~  The Warid BanL 
also took a leading role in encouraging India to take the srill more 
major and difkullt step of devaluing the rupee in, June 1966. 

Even where there is nu formal ~ ~ t i u m  crr camd~ei.ve group, 
the United States has found it helpful to conduct negotiations far ex- 
plicit self-help understandings pardel go, and where - join* ----- 
with, negotiations between the recipient and i 6 i w ( ~ b e ~ e  staWiza- 
4- 
t~on is involved), the IBRD, other mulaaged lending iCSrstitdom& 
and other biaterd donors. 

During the Marshdl Plan pe&d, th+ aided coun~es themse1va 
brought pressure on each other for improved performame through the 
Qrgankaf on for European Ecowdc Cooperation (OEEC) . Such an 
arrangement avoids tbe aura d tutelage-in rhe case of the deve1aphg 
countries, the f a r  of ~newoioni&mad creates a of mu@d 
endeavor. me c b ~ r  aadogy among the detce10phg oomtries at th 

far ~~ 
(CIAP), which was in pan on the M M  
PIan experience. CIM conducts 

perhaps the Ecanomic 
ment Barik, and the Asian De~elopment Bank-may assume similar 
functions as they build up their s and gain in experience and 
prestige. 

The de~?eloping cumtries themIves 
that donors have A legitimate interest in 
programs of aid recipients. The rep- 
recent unofficial conference on aid remarked that aided countries were 
now slower to winplain of gement of sovereignty than they had 
been in the past. He added &at finance ers in the dcve10phg 
countries sometimes incorporated agreements the Bank on policy 
measures into their budget Thebe is a dear &end towad a 
more mature pattern of rehKioaships based on the premise that &vd- 
opment is a mutual endeavorr and that aid therefore is neither 1 

3" Washingran Pw, 3um 22, 1965. These ~ c ~ u ~  very 
Food for Peace asitsfmce. 

r3 Overseas Development Insxitute E#ec&e Aid [Rcpstr of an hte 
conference hefd jointly by the Ditchley Fauh~daea"~~ a d  ODL Ifam 3-& I9661,, 
p, 31. 
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for which gratitude or political favors is to he expected nor the just 
dues made available to the new nations from their former exploiters. 
But a great deal must still be learned on both sides. 

Limits on the Effectiveness of External ]Enfluenee 

Although the use of aid as influence is still being explored, it is 
clear that major constramts limit its potentid effecoi~eness. A do= 
may be reluctant to jeopardize political or security foreiga policy ob- ' 
jectives in a particular country by pressing too hard for improved 
development policies. For example, the United States almost ceaaidy 
has been more restrained in encouraging improved deve1opment goli- 
cies in Turkey because of a desire to maintain continued Turkish mili- 
tary cooperation. 

Inadequate unclestanding of the development process itself, and of 
the specific factors at work in a particular country, also h i t s  effective 
external influence on self-help eEorts. In several outstanding cases, the 
combined aaalysis and judgment of the governem themeHves and of 
mu1tilaterd and bilateral donors, coupled with vigorous implementa- 
tion of agreed measures, fded to bring about the expected results. As 
in some branches of medicine? a good deal is understmd about causes 
and there are some fairly effective means of controlling symptoms, but 
no real cures to persistent problems have been discovered. For exam- 
ple, in ChiZe at the end of 1962, a decade of inflation had caused se- 
vere dislocations and prevented growth. Earag in 1963, We*s  largest 
foreign leaders, the World Bank, the IMF, and the United States, 
agreed to continue to provide assistance only after the Government d 
Chile committed itself to major poky changes to assure some degree 
of financial stability. During the next three pars, assistance was pro- 
vided contingent on specific major reforms agreed upon by Chile and 
the major donors. CMe enacted major tax refoms in Febmq ma, 
overhauled its internal! revenue service, and reassessed dl urban 4 
rural red estate taxes. Central bank credit expansion was hdd within 
agreed limits. a flexible exchange rate policy was used, and autono- 
mous agencies sharply increased their sawing. 'The Government a m -  
rndated large surpluses on current account, reducing the total level of 
spending while maintaining development investments. Yet the cost of 
living continued to rise. Explicit leverage linked to precise targets was 
effective in the narrow sense, but failed to achieve its reat god.'* Simi- 

Gulick and Nelson, op. cit., p. 22E 
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larly, stabilization measures in Brad succeeded in temporarily halting 
inflation, but at the price of recession. 

The shakiness of our prescriptions is surely cause for caution. Many 
observers and practitioners would go further, and argue that because 
donors do *..-+ necessarily know best, and may disagree among them- 
selves, it ir ~oubtful whether they should "back their judgments with 

/' their power and money." IJ However, the question is not really whether 
donors' judgment can solve all problems, but whether their analysis 
and recommendations taken jointly with host country judgment can 
encourage better policies than would otherwise be adopted. On bal- 
ance, this has almost certainly been the case. 

A third basic constraint on the potential effectiveness of external 
influence is recipient governments' limited political and adminis- 
trative capacity. The less secure and stable a government, the weaker 
its ability to formulate and cany out needed measures. Thus, as noted 
earlier, external influence tends to be least effective where improved 

,-policies and programs are most urgent. In such circumstances the 
United States may focus its efforts on narrower refoms which require 
less administrative sophistication. 

Even where administrative competence is not a major problem, in- 
ternal political pressures obviously remain an important constraint on 

*J 
economic refom. The issue of rice subsidies irn Ceylon is a case in 
point. Elections in April 1965 in that country gave a narrow victory 
to Dudley Senanayake over the incumbent Communist-supported gov- 
ernment of Skimavo Bandaranaike. The new Prime Minister inherited 
a set of difficult economic problems, including a budget deficit running 
near $120 million, of which roughly $100 million could be attributd 
to high rice subsidies. Under the subsidy system, the government buys 
rice from the farmer at twice the world market price and sells it, in 
turn, to the consumer at a third or a quarter of the pnxurement price. 
Moreover, the budgetary impact of the subsidy grows annually, reflect- 
ing population growth: the cost increased by $3.5 million in 1966 
over the $106 million bill incurred in 1965, and by $9 million over the 
original projection in the 1965 budgetI6 The World Bank has strongly 
urged a phased five-year reduction in the subsidies. But Mr. Senana- 
y&e thus far has resisted this particular reform, mindful of his expe 
rience as premier a decade earlier, when he cut subsidies and was 
promptly voted out of office. He has, however, been responsive to 
Bank advice on other points. Specifically to balance the rice subsidy, 

Is Overseas Development Institute. ap. cit., g. 33. 
16 Selig Harrison, Washington Post, May 26, 2966. 
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the Ceylonese Government has raised the price of government-disnib- 
uted wheat flour. me budget also imposes substantial new taxes and 
provides for increased noninflationary locat borrowing, thus while 
financing new growth programs, keeping the budget deficit well below 
the $100 million ceiling regarded as permissible in the 1965 World 
Bank White Paper? 

In a second recent instance, donors may have verged on excessive 
pressure for politically sensitive reforms. Inadequate foreign ex- 
change has hampered progress in Colombia for a number of years, 
due partly to low world priccs for the coffee on which Colombia relies 
for roughly three fo~rths of her export earnings. To conserve foreign 
exchange, Colombia imposed complex import licensing controls and a 
multiple exchange rate system. Economists in A.I.D. and the WorId 
Bank criticized the controls and aspects of tfde multiple exchange rate 
system on grounds that they distorted the pattern of trade and internal 
development. Devaluation, in principle preferable in terms of long- 
term effects, often has painful short-run consequences, Colombia had 
devalued in 1962 and again in 1965; the first effort was largely vitiated 
by price and wage increases, and the second led by s p ~ g  of 1966 to 
strong pressure on Colombia's foreign exchange reserves. In August 
1966, Carlos Lleras Restrepo took ofice as ColombiaTs President. 
Lleras had some economic training and was expected to provide much 
h e r  and more vigorous policy leadership &aa hi predecessor. He 
did indeed move rapidly to improve Naming. policies and programs. 
However, major donors urged measures to extend substantially the 
devaluation begun the previous September, although Lleras had made 
it plain he felt such measures were politically too sensitive to risk. In 
autumn 1966, the World Bank and the IMF rather suddenly hardened 
their position and insisted that their support was contingent on devdu- 
ation. Lleras announced in a major speech in November 1966 that 
Colombia w o ~ l d  forego their assistance and instead w ~ d d  conserve 
exchange by reimposing import licensing and introducing extemive 
exchange controls. Although the new measus  induded important de- 
sirable aspects such as a required registration of Culomb'i assets 
abroad (intended to control capital fight), on balance the approach 
was likely to impede and distort long-term development However* 
four months later, Lleras installed a new fore@ exchange system that 
amounted to a partid devaluation. The I A W  promptly authorrkd a 
$60 million stand-by loan. and in late Nay A.I.D. expended a $100 

17 Washington Pmr. August 12. 1966- 
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million loan.'"t is hard to say whether politicat opposition amled, or 
Lleras' initial resistance was primarily a feint designed to win domatic 
political suppart. Probably both factors were at work.lg 

- Excessive external pressure runs two alternative dangers. Such pre~- 
sure may strain a government beyond its capacity and thereby weaken 
it. Alternativefy, the g~vemment mav II reject the advice, confrmthg 
donors with the choice of withholding aid or undermining their OWTI 

credibility. As an excellent Washington Post editorial observed with 
reference to Ceylon, 4LRef~rm recommended solely on the basis d SO- 

nomic criteria and punued before a country has been psycholto~djr 
prepared could undermine the pofidcd foundations on which develop- 
ment rests. And the repeated rejection of pofiticdy untenable refom 
recommendations d d  in time tarnish the B&s weR-eamed pres- 
tige."?o The point clearly applies equally to other d o n n  Unfortu- 
nately, the superstructure of some of the more sucassfd h~tances of 
~ u e x 1 c e ~ o i t i o o s ,  agreements, quarterly review+& more readily 
visible than the patiently laid foundation of discussion and cxmemms 
between recipient and donors. Therefore, S U C E : ~ & ~ .  instances of aid- 
induced refom carry the danger of encouraging donors ta rely hexeas- 
Ingly on mechanistic devices. 

turn out to be the reluctance of donors to prow%& the level of support 
required by major reforms in the larger developing countriest Emno- 
mists estimate that a substantial increzw-pahaps a dloubbg-af 
total aid over the next few years is essential if a number of countries to 
which we have serious c 
capita incomes.2' h d y s  
memat have argued shaP if 
not only of imports but also of foreign exchange, 
fieIds, and to take the additional measure a d d  for ao eventual 
b r a -  to self-sustaining growth, this wodd mate a tempomy 

2% New York Times, April 15 and May 29, 1967, 
19 tieras' rallied strong political support. In 3Deeemkr, shortly after 

his s-h. the Colombian Congress passed a major increase ira gasoline 
Patenxially much more importank the Congress v~tted @y the ~~ twa- 

types sf legisfation 
including administrative reurganhxian and reform fmm ~ o - ~ *  of the 
Con,pss to a simple majority. thereby t e m p d p  removing a padyzbg 
comtiauaioml requirement- 

s tVarhinp~o~p Pasp, Augus$22 1966. 
-"I mwmd S. %faon, ~ ? W Q ~ ~ J E  Aid amd Foreign poky, Harper & ~ a w b  Mew 

York 1964 p. 6. 
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need for a dorrb!ed voiurne of external aid." U.S. assistance to India 
during the five-year period 1962 to 1966 averaged a bit under $1 bil- 
lion a gear-rougMy half A.1.D.-financed and half in Food for Peace 
commodities. Recently India has indeed devalued the rupee and taken 
measures to liberalize the economy, and the Comortim is being called 
upon t~ respond accordingly. India is the largest prospective claimant, 
but other countries may also be able to absorb large amounts of aid 
productively if they take needed reform measures. For instance, if In- 
donesia's new regime succeeds in s t a b i g  the economy, renegotiat- 
ing debts, and adopting sound development programs, Indonesia will 
need and warrant substantial aid. 

The question is one of the advanced nations' will to support eBeftive 
development efforts, not their capacity to do so. No a d v m d  nation 
devotes more than 1 per cent of b national income to foreign assist- 
ance, and the United States has recently spent less than one third of 
1 per cent of its income on aid. Nor is adverse impact on donors" bal- 
ance of payments a serious consideration, because the United States 
and most other donors require that aid be spent, with rare exceptions, 
on goods and services they produce. 

Xf donm are to place increased emphasis on self-help efforts in aid- ,- 
receiving countries, they must be prepared to respond to improveds 
efforts with the volume and forms of assistance appropriate to &e re- 
form itself and to the development opportunities and requirements 
created by reform. Such a policy might well prove not only m o d g  
appropriate but less expensive over the Ioag run, Economic 
suggests &at for many countries a more rapid development path may 
demand higher annual levels of assistance for a few yeats than does 
slower growth, but mat the cumulative aid bi91 to rhe pint w h e  the 
country has reached self-sustaining growth may be less for the fast- 
moving country than for one that makes more gradual progress 
stretched over a longer perid of time. In other words, providing more 
aid for a short time may reduce total aid required for take-off. Wow- 
ever, &us far the U.S. Government and public (as wen as other donor 
nations) seem much readier to press for more self-help from the deveI-+; 
oping nations than to accept the implied ob@.atio=d 
ti-f exercising thek influence. 

External donors thus asme a heavy burden of responsibility when 
they intemne vigorously and on a continuing a deve10pb.g 
counffy"s policy formation. This is not to argue such internen- 

22 Washingtun Posh Jme 1 4  1965. 
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tion. As we have seen, external influence may be extremely useful as a 
counterweight to internal resistance to needed change, as a supplaent 
to analytic capacity in countries lacking their own 
and as a stimulant to fresh perspectives in more saphiistic 
tries. But effective use of idhence also demands recognition of dw 
limits of our understanding d development probtems, the 
work toward a consensus on goals and means, and the w 
stand bv 0 the implicit obligations of the game. It is nor yet clear that tbe 
United States-or other donors-can consistently meet these s t a n k & -  



CHAPTER 5 

Using Aid for Short-Run 
Purposes 

is probably the mast 
controversial aspect of the foreign. aid rk 
Task Force on Foreign Economic Assbtaoce stated io its 1961 ,gouiidt- 

T%ie whole program must be conceived sf as ;asl e%xt, %&etching 8 V t r  ik 
considerable number of yeam. to daer the b s i e  s i a l  and e a l l ~ ~ r n ; ~  e m -  
diaions ism the less deve1oped world. 11~- must be recogg 8% a d ~ ~ - ~ ~ ~ g  
tool designed 10 prevent political and milikry etises such as: Z ~ C M  B%XCBE~F 

confronted in Laos and Cuba.. I r  is not a rm8 for dedimg with these e h  
after they have eruga&.l 

The Task force recommended kclrraihg among the d aid 
a Supporting Assistance caiegoy d~ieaared 4. far shon-ma sauritv w d 

port, access to bases, economic stabiffq under crisis 
and an dtemabve to excessiwe re!iance OW Ca 
However, the Task Force pmpwd 2 S U ~  

away from such objxtive toward e ~ a n o ~ c  md 
dongress endorsed this guidance in &e 1961 Foreign k l s s i i s ~ a  

.4ct. Two yews later it reuser&d &e primn2q of deuelopment ab@- 

I t  is the s r ~ e  of rhe Congress &at i ~ .  the adidmiajr8m;ion of ss~istmce fa 
nanced from DeveSapmenr Loan or Technical Asxiaaamx every 
poaibfc precaution should be rdeilicn to assure rbna srach msisr=ce is not 
diverad ro short-acml emergency puqxxies Q S U I Z ~  as b ~ d s % ' q  pur 
balance of pagmenxs purposes. or mi8ira-y pnrqx~sesj ~r my a&mr purpose 
not essential to the long-range esmmlc de%elopme~t of ~ i p i e m t  emn- 
tries." 
Congress has a h  coosktenaty pressed for reduction af lihe momt d 
S~pporring .&&stance within the r o d  add prqpm a d  far 
its use 10 a sbmt ]his$ of c o m ~ e s .  



A. I.D. has Indeef emphasized deveIoprnent. But substantial sums 
continue to go for xurity purposes, and many aid ac~ions--though 
only a small fraction of total A.I. D. funds-~~~z designed to serve im- 
mediate political objectives. A grezt deal of criticism has k e n  di- 
rected to the use of aid for short-run politicd purposes; some. but not 
all. of the critics also deplore the use of economic aid for securiv 
purposes. Fur example. Senator \ 'a>  nc Morse (Democrat, Oregon) 
dissenting from the majority report of the Senate Foreign Relations 
Cornminee on the 1961 Foreign Assistance .kt ,  argued: 
My difference with much ~f the program is over what seafry does serve the 
interesrs of the United States. 1 do nat believe that aid extended for mili- 
t a y  reasons, securirp reasons. or for reasons of poiirical intrigue serves 
our long-mn inzerests-and ahis is a long-run prog~am.~ 

A report on aid prepared by the Critical Issues Council of the Re- 
publican Citizens' Committee, chaired by Dr. Milton S. Eisenhower, 
states : 

The hean of the probtern [is] . . . the failuse, waste, and ineffecliveness 
arising out of the use of aid for shortrun gafitical purposes . . - a multi- 
purpose gadger to be Taken OGi of the kit as found convenient-a kind of 
bribe or bludgeon to accomplish any and all kinds of foreign policy 
purposes.." 

Prof~~sor Hms Morgenthau argues that although using aid for po- 
jiftcai purposes is neither immoral nor impractical, w r  efforts to date 
have been durnsy and ineffective. 
. . . Aid has been conceived as a self-sufici 21 technical enterprise cover- 
ing a multitude of disparate objectives a id  acrivities. responding hap- 
hazard;~ to ail sorts of demands. sound and unsound, unse?ated or only by 
accident relared to the political purposes of our foreign policy.6 

Before assessing the validit). of these criticisms and the assumptions 
on which they are based, it will be useful to have more clearly in mind 
the range of political uses to which U.S. economic aid is put and some - impression of its effectiveness in a sample of past instances: 

4 Foreign Assis:anre Act df 1964: fndi~iduat Views of Senator Morse on 
H.R. l i380.  88th Congress. 323 Session. Senale Rep08 3 158. Pan. 9, p. 1. 

5 Critical Issues Csuncii. Republican Cirizens' Commir:eo, "1335 Future of 
Foreign Aid," insened in the .CcPngrrssiond Rrcord. June 4. 3964. pp. 15,302-6. 
6 Haas 3fosgenthau. ""4 Political Theory of Foreiga Aid." Amcrican Polif- 

icnI Science Reviexi-., Wol.  EVI. No. 2. June 1962. p. 30 8 .  
The cases discussed here hhave been selecxed partly because they iIIurtrate 

clear-cut types of goals. but the sample also includes some cases in which the 
purpose of zhe aid action might be 5;zrespseted in more Ihan spat way. There are 
also many cmes In which the U.5. action ~eflccrs one major motive plus ~~e~~ 
~ubsidiary ones. 
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Between 2 96 1 and 1966, aid (or the withholding of aid) was used 
to: 

1 .  Buy time for new regimes to consolidate their position and for- 
mulate programs of action. 

2. Bolster governments faced with acute financial crises, due either 
xu special and temporary problems or to chronic conditions. 

3. Refie.-t politically threatening unempioq-ment, or counter other 
speclfic political threats. 

4. Attempt to influence the outcome of ekctions. or to ensure that 
the n?ections are Edd. 

5. Register disapproval of military coups and encourage the early 
scheduling of elections. 

6. On rare occasions, to attempt to alter the composition of a gov- 
ernment, outside the context of elections. 

;U1 these purposes relate to the recipienfs short-run internal political 
situation. 

Emergency Supper: in. Economic Crises 

Single-shot budget and /or balance-of-paymems support is the most 
frequently used means of giving a new government a chance to get 
organized, and ~f bolstering regimes faced with financial crises. In 
either circumstaace, the government finds that it is acutely short of 
foreign exchange or local revenues or both. It owes money to local 
suppliers of goods and services, and may be weeks lor months behiad 
in paying civil senants, teachers, and the armed forczs. If the sitoation 
continues, imported capital and consumer goods become scarce and 
prices 6se. There may be strikes and demonstrations, and muttering 
from  he armed forces abornr the need to save the country from disaster. 

Examples are legion of new regimes facing stasgring inherited 
problems of budgetary deficits, inflation or depression, and fgreign ex- 
change shortages. Some of the clear-cut instances in which the United 
Srates has cxlisnded aid to provide a breathing space include: 

-A 325 million Supporting r\ssis?mcz loan to tht Dominican Re- 
public in January 1962. The remnano of rhe Tr~jillo r q i m  had 
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been decisively orerr'nroivn in December, bur the new interim 
Council of State was faced with a looted Tre$.sury.' 

- - S O  million from the Co~tingency Fund for Brazil in Juae 1964." 
The Goulart regime had been o~eahrown In March, leaving the 
new Branco government (among other problems) an incrt.dib!e 
anticipated budget deficit and an inflation running at an annual 
rate of 140 per cent in the first quarter of 1964. T h e  new Govern- 
ment was formulating a program for stabilization and develop 
rnent. 3ut if aid were delayed until the program was complete, the 
problems would have been compounded. 

-I= spring 1965, SS.8 million from the Contingency Fund to 
bolster the government of Prime Xfinister Forbes Burnham of 
Guyana, who had defeated Marxist Cheddi Jagan a~ the polls 
the previous December. Burnham's governmen1 was drawing up 
a long-range devslopment plan designed to relieve explosive ra- 
cial tensions between Indians and Negroes, but needed assistance 
in financing job-crcating public works as an immediate means to 
this end,'(' 

A government that has been in oElce for some time may face a tern- 
p o r q  budgtt or balance6f-pq-meilss crisis resulting either from fac- 
tors beyond its control, such as the failure of a key export crop or a 
change in world market prices, or frcm econornicsllly unwise measures 
taken in response to temporary poIitical pressures. In 1962 the Gou- 
emment of Colombia relaxed import cantrob before a nationzrl dec- 
tion; a balance of payments crisis resilited. In this case the United 
States extended S30 million in Slappofiing Assi~tance.'~ In another set 
of circumstances, a gwemment may be making an honest attempt to 
cope with grave problems, but necessary economic reforms may have 
an initial effect of undercutting poiirical support. In Honduras in mid- 
1963, the Viileda Goverarnent. despite courageous measures. faced 
a serious budget defici~ agpvated by rhe impact of Central Amer- 
ican economic integration aercements. - The regime was under heavy 
rightist political attack. In Jonr (after having held back for some 
months pending Bondoran reforms). the Uni?rd States agreed to p r e  
vide 52 mil!ion in Scppodng Assistarr~e-~Vin Imn in autum 1961 
the United States f w e d  that a finaneill crisis mi$t bring down the 

s Nerr Fork Tba~ex. January 1 1 and 23. 1"362. 
9 Pbid., June 25. 1964 
""Ibid.. hlarch 5. 1965. 
!! A.1 .D. press release da:ed April 92. 1962. 
i"~shing;on POSE, Oci~ber 1 3,  i 963. 
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refam-minded government of Prime 54Izister Aii Amini, which had 
taken o%ce in Mav:::$ 524 rriifIion in Sumortinz Assls%ance from the 

d A - V 

Contingency Fwd =as made 

I 
Much more controversial EE principle we situations irvhere an stab- 

lished gcvernment doe :o inexperience, incompetence, or indifference, 
; sterns uaabZe to narrow a chronic deficit, or even asgravates the prob- 

brn t y  irresponsible poiicies and spending. Although support d such 
a regime is clearly undesirable, the United States nay believe that the 
dtemati.;e to the cuwnt government is either chaos or a tvorse regime. 
Thus the United States provided $8 million in budget support from 
the Contingency Fund to Ecuador in November 196 1, and S7 million 
in 1962. In the first instance, there were extenuaxing circumsrances. 
Although the VeEasco administration was known to be corrupt and 
inept, falling ?rites for toffee, bananas sad cocoa had con~ibuted to 
a foreign exchange pinch. In the second instance, declining exchange re- 
serves arrd gut7emment revemes threatened the weak administration of 
CaIos 3u1io Arosernena Monroy. Although the United Siates had lirrte 
enthusiasm for the regime, it saw no better prospects should Arose- 
men8 fafl.Iz 

,411 these aid actions were intended to counter aa immediate threat 
and to restore a modicum of political and economic stability. Yfherein 
do they differ from the security-stabi programs described in Chap- 
ter 2? The first distinction lies in the nature of rhe threat. In Vietnam, 
Laos, and Northeast ?"badand, and in the Congo in the early 1960'~~ 
insurgents seek to overthrow the government by force. In Jordan, 
bitter revanchist Palestinian refugees, spurred by external &Arab sup- 
port, constitute a continukg threat 10 stability; in Bolivia genera! poiit- 
icaI turbulence and the specific probIem of armed and exuer.is~-2ed - * 

tin miners in control of the key industry of tile nation create a &rank 
danger. Reflecting the more structured and continuing nature of the 
threat in these countries, A.X.D.'s programs provide continuing budget 
and balance-of-payments support. There is no expectation that these 
security/stability programs are single-shot actions; razher? they reflect 
a judLgnent that a sustained input is necessary because the political 
collapse of the countries concerned would substantially damage U.S. 
interests. 

The short-run 'bbaif-out" actions x e ,  in contrast, intended as onc- 
h e  measures to achieve specific gods. Therefore, it is fair to judge 

13 Mew York irim~s. May 31. June 6. August 4, 195l- 
;4 A.I.D. gitss release daxed February 16, 2962. 
13 rXJas/:.ingfon Evening Ssm, Xlay 2. 1965. 
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their e&ctirrencss in short-mn terms rather than over a period of years. 
Tfie 1962 loan to the Dominican Republic interim regime sewed its 
immediate purpose of bolstering the economy at a politically delicate 
aoment, permittirig the Council of State to consolidate control and 
prepare for elections while containing far-left elements. Without a 
prompt loan on lenient terms, the Council might have fallen either to 
Castro-oriented groups or to another rightist military coup, which in 
turn might well have led ultimately to an extreme-left takeover. Later 
events leading r?p to and including the overthrow of the elected govem- 
ment in 1963 do not qualify the success of tke loan in terms of its h- 
mediate purpose. 

Similarly, after the emergency loan of Jzlne 1964, the Brazilian 
Government successferIIy negotiated debt r~scheduling agreemerits with 
European creditor governments, Japan, and the United States; entered 
into an IMF Stand-by Agreement; and drew up and presented to the 
Inter-American Committee for the Alliance for Progress a stabilization 
and development program covering the period through 1966.16 Since 
then, it has become clear that ihe measures controlled inflation at the 
price of recession, and that efforts to gin devebpmeat momenturn 
have hha oonly marginal success. Xonetheless, the June 1964 b a n  suc- 
ceeded in buyirig time for the government to organize its program. 

In Guyana, in 1965, Burnham's new Negro-dominated government 
instituted a sizeable road-buddiilg program, locating some of the roads 
in the largely Indian area of the Cou~entpe. As an interim measure, 
Burnham also instructed the Rice Marketins B d  to continue paying 
rice farmers (most of whom are Indian) the ssmbsidkcd rice price in- 
troduced by his Indian predecessor, former Premier Jaga~. Relative to 
a total budget of about $45 million, the $5 million U.S. grant regre- 
sented substantial suppon for such programs. However. other meas- 
ures, which required no financial input (albeit considerable political 
courage), may have had as great an effect in easing racial tensio~z. 
For instance, the heretofore Iargely Negro police force was instructed 
to draw 75 per cent of Its recruits for the next five y e a s  from the 
Indian population and to change its physical requirements, which had 
previousiy eliminated many Indian app1i~ant-s.~~ 

The June 1963 decision to extend budget assistance to Honduras 
achieved certain immediate economic gods, averting a threatened nur 

3 6  Clarence Gulick and Joari Nelson. "Psonotin,e ERerrive Develapment 
Policies: A.Z.D. Experience in ihe Developing Coun;sies," A.I.D. Discussion 
Paper No. 9. September 1965. pp. 18- I?. 

17 Donald L. Horowitz. "Pi,ment Politics ia the Xewesa Nation." manuscript 
version of article published in the New Leader, f uly 4, 1956. 
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on government bonds and renewing business confidence. However, she 
government was slow to meet conditions precedent to disbursing the 
loan. Villeda was toppled by a coup in October 1963, just ten days 
before scheduled elections in which his Liberal Party appeared likely to 
win a fresh mandate. The 52 million in Supporting Assistance had not 
yet been disbursed, a d  was withheld along with orher pending assist 
a x e  after the coup.:F The simple announcement of budget suppoe 
may have helped gain support for the Viileda regime, but by that same 
token may have hastened the decision of the army and the opposition 
National Party that a coup was preferable to defeat at the polls. In the 
case of Iran, Ali Amini resigned as Premier in July 1962, blaming in- 
suEcient U.S. aid for his faaurz to close the budget gap.lg However, 
many of the reforms launched during his tenure were continued. 

While the eases of Honduras aad Ira3 are ambiguons, the Seast suc- 
cessful pair of cases in this sample of crisis budgetary assistance are 
those where the rationale was weakest initially: the loans to Ecuador. 
The Arosemena regime made virtually rso progress in meeting the 
country's problems, and was overthrown by a militziry coup in June 
1963. The m i l i t q  regime proved much more competent in adopting 
and carrying out needed measures, includi~g tax refom 2nd financial 
consoiidation, and also pronised to hold elections as soon as necessary 
reforms were under way. It is interesting to speculate whether events 
would have taken this course sooner had the United States not bol- 
stered the kosemena Government. 

Zhetnpphyment and Union Politics 

Aid has dso been used to address more specific political problems, 
such as high rmemg!oyment in a panicular area or group or potential 
Communist doanination of particular labor unions. For example, while 
visiting the United States in autnmn 1961, President Prado of Penr 
asked President Kennedy for emergency assistance to provide employ- 
ment relief for some 30,000 persons in the f uno area. T i e  area had 
sudfered severe drought; the Peruvian Govemaent feared that resnlx- 
ing poverty and unemployment would lead to political extremism and 
possible violence. President Kennedy agreed to provide the assistance, 
utd a $6 rnilfion Supporting Assisfarace loan was made available, t9 
cover roughly half the costs of wages, smdl tools, and supplies for 
work projects? However, release of the aid was contingent on satis- 

1s Washington Post, October 1 1. 1963. 
39 New York Times, f uIy 19. 3962. 
2o A.I.D. press release dated February 9, 1962. 
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facrorq. projects being -worked our. The mte of utilizarlon turned our to 
be slow, only a fraction of the sum azs  actually expended, and the 
remaining funds were deobligated after a Fear. 

As mentioned earlier, a more endemic unemplo\-ment problem h 
Kenya is b e ~ g  attacked through a Kiitional rioatii Serx.ice. The United 
States has provided roughly S2.7 million in vsistance to the Service in 
the past two years, including construction equipment and tools. uni- 
forms, tents and other supplies. and vocational educarion instructos. 
As of aummn 1966 the corps numbered 5.G00:  the^ are plans to ex- 
pand enrollment to '7.000 men and an equal number of youilg women.'$ 
It is too soon to assess the results of the Service; however, demsrrstrz- 
tions in Nairobi by unemployed youths have tapered off since 1965. 

Sitraterco, the Honduran union of employees of the Tda Railroad 
(a subsidiary of the United Fruit Company), had strongly fought 
Comaunist infiltration. In March 1963, A.I.D. provided S400,00C, in 
Supporting Assistance direcily to Sitraterco to finance union housing, 
thereby bolstering the union. Even though United Fruit provides free 
housing for many of its workers, the impoirtance d the union housing 
k suggested by one workeis comment: "This is the first thing I will 
ever have owned." 22 

Although direct sad ob~ious use of aid to support preferred candi- 
dates in national elections would be likely to backfire, aid has been 
used in vxious indirect ways to try to influence electoral results, OT 
simply to ensure that the efectio~s are held. U.S. support for the Vene- 
zuelan military and police was stepped up to help contr03 terrorist 
efforts to sabotage the elections of 1863. n i s  action undoubtedly 
made a modest contribution to the outcome. Despite repeated terrorist 
incidents before the election and specific threats to snipe at voters, 95 
per cent of the voters participated,23 SLY party nominees and an hde- 
pendent competed for votes, and Venezuela accoglisheb its h t  
transfer of power from one constituti~nally elected President ta an- 
other.24 
In some instances the United States has been concerned &at a pre- 

election economic crisis would cause discontent, which might hurt 
noderate candidates. In Chile k spring of 1964, Socialist and Conmu- 

23 Washington Post, August 18. 1966. 
2s Ibid., October 12, 1963. " CChrtiun Science AjSgonitor, December 5. 1963. 
'4 iVe&? Yotk Times, March 10, 1964. 



nist-siqported Salvador Allende was given a strong chancc of winning 
the natLnal elections sch~duled for September-perhaps the sole 
Ciiie where a  marx xi st candidate appeared l i~e ly  to win i? free elections 
in a major Latin Arn~rican country. All~nde u;as opposed by a reform- 
is1 and dynamic Christian Democratic candidate, Eduardo Frei. The 
United States feared that renewed inflationary pressure in Chile would 
increase support for Aliende,2E "and in May loaned Chile S 15 milliorx 
for commodity imports. Although the loan was part of a continuing 
program of support for Chile in response to serious stabilization ef- 
farts, desire to dampen the inflation in the pre-election period by 
financing additional imports almost certainly plqed a role in the tim- 
ing and volume of the U.S. decision. What effect this may have had on 
the outcome of the election is impossiMc to ascenain, bur Frei wsr, by 
a lapsided margin. 

In Bolivia, the U.S. Embassy openly supported Prcsidect Par. & 
tenssow in his bid for re-election in Mxcb 1964, believing he w2s the 
only political f iyre capable 3f preventing anarchy. AIthougfi no U.S. 
decisions to support new projects or provide additional aid seem to 
have been taker: to influence the election- Ambassador Henderson 
used inauguration of Allhnce projecls to de~onstrate support for 
Paz, frequently scheduling such apparances to coincide with rallies 
during the campaign. Paz won the elecrion (all opposidsn candidates 
withdrew, calling an voters io abstain from votin:) but was over- 
xhrown by the military in November of tfiat year."*' 

Delaying recognition a d  withholding assistance has become virtu- 
ally a ritual U.S. response to military coups in LaCn America. Chron- 
oiogicslly, since 1962 the United Staas has used this means of regis- 
tering disapproval and encouraging the early scheduling of elections 
irl Argentina (March 19621, P e x  (July i962), Guatemala (Marc3 
19631, the Dominican Republic (September 19631, Honduras (Oc- 
tober 1963), Bolivia (November 1964), and again In i4rgenbna 
(June 1966). The technique was dso used to discourage an abortive 
coup in the Dominican Republic in January 1962. U.S. assistance 
was not yet under way (the remnants of the Trujillo regime had left 
the country o d y  the previous Howmber), but an economic assistancz 
agreement had been signed wit!! the newky instaIled Council d State 
a d  a U.S. assistance team was in the Domiaican Republic surveying 

5 IJbid., March 3 1, Aprii 12, 1964. 
26 Ibid.. August 9, Nevember 22, 1904. 
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possible projects when the attempted coup o c c ~ e d . ~  Tfte team was 
promptly withdrawn and it was made clear t5at the United States 
did not recoagxize Ehe rnititary-civil jun~a; zS a counter-coup reimtaued 
the Council of State within a matter of days.'$ 

The U.S. responses to the coups of July 1963 in Ecuador and 
March 1964 in Brad1 were exceptions to this pattern of withholding 
recognition. In the case of Ecuador, military orfficcn of middle-class 
background moved against President Arosemena, whose inept admin- 
istration had brought deveIopnent efforts virtually to a halt; zhe 
legislature was paralyzed by political infighting, and Communist 
activities had been stepped up. The junta promptly announced that 
it would pass laws on zgrarizn reform, the civil service, the penal 
C ~ L ,  and other long-negiec~ed fields, and promised to hold dections 
with two years, although no specific date was set. In Brazil, the 
United States made no effort to conceal its delight at the replacement 
of &e Goulart reghe, under which Brazil's economic and political 
situation had deteriorated rapidly. In neither case was U.5. aid 
intermpted, and in Brad1 the United States shortly provided substan- 
tial commodity assistance. 

The more standard US, pa;tem, however, has been to %-&hold 
recognition and aid until the new junta annouaced a plan for eiec- 
tions. Elections were in fact held in Argentina 16 months after the 
1952 coup (Peronist candidates were barred); in Peru after a year; 
in Guatemala only after three years; in Bolivia after about 18 months; 
in Ecuador zfter &tree years; and in Brazil for members of Congress 
after 32 months. In Honduras a Constitutional Assemb9y was 
dected in 1965, and later in the year promulgated a Constitution, 
declared itsel a National Assembly, and elected the chief of &e 
military junta to a six-year tern as President. 

Halting - aid and withdrawing the A.I.D. mission may disrupt aid 
programs for considerably l o n p  than the actual period of suspen- 
sion. En the Dominican Republic, for example, the United States 
withheld recognition and aid from October to December 1963, but 
the adxinistrative and technical problems created by the withdrawal 
meant that aid programs did not really resume operations until the 
foilowing April. The six-month pause caused considerable hardship 
in h e  Republic, and at Ieast one highly placed oficial, former 

2s Ihid., January 8. 17. 1962. 
2% Ibid., January 18. 1962. " 'bid., January 19, 20. 1962. See also Abraham Lowenthd. "Foreip Aid as 

a Political Instrument: The Case of the Dominisan Republic," in Pidbix Policy, 
VoI. XW. 1965. pp. 145-146. 
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Assistant Secretary of State for inter-American AEairs Jack Vaughn. 
has stated that in retrospect, he believes the suspension may have 
been a 

The U.S. palicy has not succeeded in counteracting Latin American 
suspiciom that the U.S. military and the CIA are often covert sup- 
porters of military coups. Despite repeated official White House and 
State Department statements and actual U.S. behavior, former Presi- 
dent Frondizi of and spokesmen for Paz Estenssoro of 
Bolivia, Bosctr of the Dominicm Republic 3s and Vifleda of Hun- 
duras 3"have accused the United States of ctlmp9icity or at least 
tacit acquiescence in their overthrow. However, in gefieral the U.S. 
approach has won approval from Latin American governments. The 
policy has obviously not succeeded in preventing coups, bar it has 
probably played a modest role in supplementing more basic facton 
that discourage them, such as the shift in the social origin of the 
officer corps in many k t i n  ilmeriMn countries and a more generd 
broadening of the bases of political pourer. Moreover, the U.S. 
approach may have had considerably more effect in moderatins 
juntas' policies and speeding the return to civilian government than 
in deterring coups in the first place. 

Changing the Composition of $he Gorernmcnt 

O n  very rare occasions U.S. economic assistance has been used 
to encourage or virtually force a charge in government composition, 
outside the context of elections. Withholding of aid played a role in 
the events leading up to :hc coup of November 1, 1963, in Vietnam. 
From the beginning of that year, Buddhist and student protest against 
the policies of Ngo Dinh Nhu had FOWE increasingly bitter and 
widespread. The regime's repressive tactics not only failed to restore 
order but also aroused strong criticism in the United States and 
other nations. From early September, the possibility of cutting U.S. 
economic aid to force the ouster of Ngo and a change in policies was 
openly debated. President Kennedy discussed the question on tele- 
vision on September 8, at that time stating that he felt such a mob2 
would be il!-adt-i~ed.~%~twt=ver, the situation continued to deleria- 
rate and in early October the United States suspended the corn- 
memid (commodity) import program.s5 Although Ihe U.S. action 

30 %'~s.hingfon Pusf, Febrexzry 10. 1965. 
31 iVerr- York Times, May 26, November 22. 1964. 
82 f hid., h-overnber 22. 1964. 
33 W~sizigran PO$;, January 24, 1965. 
34 .New Yujtk Times, September 30. 11963. 
33 Ebid, October 8, 1963. 
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trnquestionab!y would have had far-rezchiag economic consequences 
had it been long continued, in fact the aid suspension probably 
acted pr3marily as a clear indication to groups within Vietnam of 
U.S. Government vkws on the crisis. The Kgo regime was over- 
thrown on November 1. The U.S. Government recognized the new 
government a week later, and promptly opened discussions on 
C 

resurnpfim of the commodity import 
Other cases of this kind are less clear-cut, and cenainly were 

not the subject of open public and Congressional debate. ft seems 
fairly clear that U.S. cornmudit); aid to Laos, which finances a very 
large part of the country's totaI imports, was suspended for some 
months in f 962 "as part of efforts to force the conservative govern- 
ment of Prince Boun Oum to accept xhe formation of a codition 
government with neutralist and Communist political leaders and 
&us to end the losing battle against leftist guerxilfas." ::' 

The examples given make clear the heavy concentradon in the 
Latin American region of efforts to influence internal political 
again. The United States has not generally reacted to military coups 
in Africa and Asia by withholding recognition and withdrawing 
aid.:3VAl?hough several countries outside the Western hemisphere 
receive continuing U.S. budget support, single-shot bail-out efforts 
are rarer than in Latin America. The pattern obviously re&cts 
stronger U.S. interests in Latin America. It may also reflect the 
view that democratic institutions are more developed and have deeper 
roots in Latin America, with its heritage of European cultural and 
political vaiiies, than in most other parts of the developing world. 
Therefore it is worthwhile not only to promote democratic evolution 
indirectly through long-term assistance for economic gro~qh but also 
to presem democratic institutions in more immediate a& direct 
ways. ,More frequent; U.S. action is also z result of she fac~ that ~e 
United States provides the great preponderance of all aid reaching 
Latin America; in Africa, British or French reactions '+~ould be far 
more influentid than U.S. measures. 

This sun3q of ways in ~vhvhich U.S. economic assistance has been 
used to iafluence internal political events in the recipient country 

" "id.. November 8. !953. 
"7 Waf! Srre-ez Joirr~rtrl, A u ~ s t  29. 1963. 
:<% The United States responded to the miii~asy caup of April 3967 in Greece 

by withholding major i~erns of niiitary equipmeni scheduled under the military 
assistance program. -4.I.D. assistance io Greece had k e n  terminasled in 1964 
2 .'e;;. York Times, %lay f 7'. 1967. 
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excludes many actions designed ta affect the course of long--run 
poiiticzI evolution by altering the attitrides of key groups, strengthen- 
ing voluntary and iocel organizations, and the like. These are dis- 
cussed in Chapter 6. Both the purpose and the techniques d 
assistance for political development have more in common with aid 
for economic developn~ent than uith the short-run, single-shot, 
limited-purpose actions discussed here. However, the l i ~ e  between 
aid to influeme the short-run political situation and aid to affect 
long-run political trends is not always easy to draw. Often the basic 
reason for attempting to influence the course of immediate political 
ewnts is to preserye the opportunity for constructive poiitical and 
ecunomic evolution in the long run. 

In d aencing Recipients' Foreign folieies 

As the brief survey in Chapter 1 suggested, aid has been used 
ovcr ihe past five years to try to inflwnce three aspects of recipient 
count.ies9 foreign policies: their bilateral retations with the United 
States their Cdd War attitudes and roles; and -stzeis beha~ior ~o\vard 
their ~tighbors and in international organizatio:~~ ourside of the Cold 
War context. 

Good Wilt Tawaad the Qnited Strrtes 

Among aid techniques designed primarily to further good bilateral 
relations with the United Stares, Independence Day @ ~ X S  are ths 
  no st obvious and noncon@o\~ersial. The history of diplomacy includes 
a bng tradition of governments presenting other gwernments with 
ifts on appropriate occasions; foreign assislance merely provides a O 

convenient way of financing an established practit:e. As various 
African nations have become independent, the United States has 
ustlally marked the occasion by announcing a gift-bookmobiles or 
mobile health units (for orMali, Senegal, Sierra Lrone, among others); 
schofsrships f Congo, Rwcnda, Burundi, Guinea) ; a iibrary of tech- 
nical Rims (Cameroons); and in a few instances, a light airplane to 
permit government officials to reach isolated pam of the country 
(Dahorney, Somali Republic, Upper Volta. Botswana). If unusually 
large @f!s to Ghana ( a  technical library) and zhe Congo (300 scholar- 
ships) are excluded, the average cost per country has been atout 
$70,060. lMany of the gifts were given in connection with broader 
A.LD.-imanced dewlopmentzl projects or activities. However, mark- 
ing the occasion of independcoce with an aid-fundcd gift 8oes not 





Guinea, or V.S. financing of the measles inoczi~~irions campaign in 
West Africa. 

"Pet projects" are still another via.: in which aid is o~casisndiy 
used to promote g o d  relations and diplom2tic access. "4 Prime 
Minister or some other key political leader may set his heart upon 
a particular project and press hard far W.S. s ~ p p ~ r t .  Clear-cut pet 
projects, that is. projects where the primary justification plainly is 
one of pleasing a key oficid, are ex~emeiy rare, Less clear-cut 
cases are undoubadly more frequent, such as a pmgoseb proje~t 
that is less than top priority bur has some mzrjr in developmertal 
terms. and is smngly supported by importaxlt polltical Ieaders. Of 
course, strong backinp by poligicd leaders in the receiving eoufitq 
is not only of political interest rc the Gnited Srztcs. but also Increases 
the chances that the project will rerehe susrained host countq sarp 
port and thereby contribute eEectively to growth. 

An impact pmject may be, but is ~Ior always, also a per project- 
The acceleration of work on the Djakana By-pass in Indonesia was 
intended both to have \vide public impact and to please a top oRciat. 
In 1962 the Z'aited States was helping to construct a highway 
to serve the port area of Djakarta and by-paso she congestsb 
parts of the city. The project was drtsipccf. .is speed up tra4iic into 
and from 'the gon area. and meet economic criteria. Phesibext Sukamo 
approached the American Ambassad~r and urged rhax the @-pass 
be completed by ~ h c  time of the Asian Games. The high\\-ay ran 
n c x  the site of the Games; the Chinese aid the Russians were 
building a stadium and a hotel for use during rhe Games, and 
Sukarno su~gsted that it would be good publiciv if rfie American- 
financed highway '*. were also ready for fnz event. The Ambiilssador 
agreed to ii-~ekrate construction. despite thc substan~ally increased 
costs invo1ved-not only kcresed dollar expenditure%. bul: $40 
friction with the Indonesian oEcials sharing responsibility for con- 
struction. 

The tokcpi or presence prsgai7ls in about 20 srrb-3at;~an d M r i ~ a ~  
countries, described in Chapter 3. are also justified primarily as 
demonstrations of U.S. int.erest. Unlike the orher goad w3l techniqzes, 
they take the form of a continuing. though mdesl;. aid flow. As a 
group, h e y  account for much more 8id than d£ fbe o$her forms sf 
.c 

good will aid together. but even so. thty use less than 1 per cens of 
total A.I.D. funds annually. 

The projects that make up these progms meet dewlopmeat 
criteria: typical examples are seccndq-level txhoieai schools, 
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scholarships for study in the United States esor ir? ofner Africa~ 
nations ~ 4 t h  more advanced educa~ional insaitutions, road-building 
equipment accompanied by severzi technicians to advise and train 
in modern construction and maintenance techniques. or modest a@- 
cultural projects. Technical assistance hu made up most of these p- 
grams, but occasional capiral projects have been financed. ~0ureverB 
C 

the total volume of aid provided-an annual average of S1.2 million 
per country between 1962 and 1967-has been tcc small to have a 
substantial impact on growth. 
By 1964, the value of the mail African aid programs b e p  to be 

increasi~gly critically examined withir. the Executive Branch, in part 
because of growing Q3csngrzssional pressure to reduce the number of 
countries refeivinz aid. Though now p s t  history, the debate is still an 
interesting study d conffic~ing eonsiderarions. Defenden of the 
presence programs argued that rhe t'nited Stztcs could not afford 
to be indifferent ta events Err even the smaller sub-Saharan *4fric;sn 
c~untries. despite heir small size (the largest has 5.3 million people, 

3 CI 2nd the median populatioa in the g r w p  is 3.3 miilion), their early 
sage of de~doprnent, and their lack of trade or historic ties with 
the United Szaks. Most fundamen~lly. the people cf these coufitries 
are a fifth of the population of Africa: their welfare and progress could 
not be isnored. Nor would ozhcr foreig pol;vers be indifkren~ re- 
gardless of our actions; bvth the Soviet Laion and &z f hinese Com- 
munists have been quick to exploit political opportunities in these 
countrkes. 

Afrhough the Frexfi. British. and Belgiaians provide most of the 
aid and exercise great influence in these countries. their vie%- (par- 
'ticuIwly French views) diverge from U.S. views on sam2 important 
issues. Therefore ir is impor-ta~r to rnainrh independent channels 
of coxnmunka~orn and influence. Mareover? Icavfng jcb 20 others 
might be self-defeating. The governments of these countries are pain- 
futly aware of their coiltinusd depsndcncc on rheir former colonial 
mien and are eager to loosen &e lies. . ; r P ~ k ~ c e  from another 
Free IVorld donor helps to lessen their sense a'f dependence a d  
may ease pressure to lum to Communist assistance. For dl &ae 
reasons, supporters of the presence programs condudsd that an invest- 
ment of I per cem of mtd ecsnomir aid was warmred. 

However, views diEescd vi-ithh the Execubve Branch .as to ~e value 
af these programs. Critics argizd that the lirnitd U S .  goals of demon- 
strating - interest providing modest developmenr s u p p a  and hprovkig 
dipiomaiie access codd be equalb w i 1  served h6~gh  a combinafron 
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of Peace Corps programs, U.S. regional aid ltctivities such as disease 
control. scholarship programs. or communiceljons systems, and suppan 
for .African regional organizations' deveiopmem pruk:ari;s. indeed. they 
suspected that the modest size of the programs and A.I.D.'s com- 
plex administrative requirements caused disappointed expeaations 
rather than improved relations. Moreover. they suggested that because 
many of these countries are so small and resource-poor. channeling aid 
through regional o rsanizat ions or projects to pronote economic CO- 

operation might be the most effective way to assist their degelopment. 
The advocates of presence program replied that whereas Peace Corps 
and A.1.D.-funded regional activities might have been adequate at the 
outset, it was qtiite a different maitcr to rcrminate bilateral 4. I.D. pro- 
grams once they had been under way for several yean. 'Termination of 
aid to all or most of the countries in the group would inevitably be in- 
terpreted as a decision to down_made Africa's priority in U.S. policy, 
and would have repercussions well beyond the ccumries involved. 

En summer sf 1966 the Executive Branch debare over presence 
programs, which had continued fitfully for se~erd  y e m ,  was caught 
up in a broader reconsideration of dtd policx in Africa as a whole. 
That spring President Johnson had requested U.S. !b.rnbassador to 
Ethiopia Mwin K o q  to conduct such a reappraisal. The President 
was particularly interested in rhe possibility of channelling moxe aid 
through multilateral institutions and dirccfing aid to regionat and 
subregional organizations and projects. The Kony Report. sub- 
mitted in August, recommended that future bilateral aid to Mrica 
be concentrated In hose countries whose size and human and natural 
resources offered good g r o ~ h  prospects. U.S. aid to other .Mcaan 
nations should go primarily through regional and multiiateml pro- 
Tams. The Report also stressed the particular importace in Africa 3 

of close coordination with other donor nadons, and suggested &at 
the World Bank was particularly wz!l suited fo r  rhis role. President 
Johnson approved the Kom- Repon, and A.I.D. plans call for end- 
ing bilateral assistance to most of the smaller .+Xi%can countries as 
soon after July 1967 as current prqjecrs can be sarisfactorily com- 
pleted. in some cases chis may take severd years. Thereafter. aid to 
these countries adJ :&e the farm of support for regional kstitzations, 
direct financing of regional projects. and participation with other 
donors in funding major capizal projscts. However, L.S. Ambassadon 
in these corrnLries wiI1 continue to be authorized to draw oa a SeE- 
HcIp Fund. up to a ceiling of S200.000 annually in each counq. lo 
finance small, siilgie-shot projects. Part of &cse funds mislit be used 



in collaboration with Peace Corps zctiviiies. AIthou@~ the new; p t i q  
grew out of accumulated experience wiah t5e special nature of devel- 
opment problems in Africa and the US. role as a reIatively minor 
donor in most of the continent, the  change w2s cenainly spurred by 
the Congressional action mentioned earlier, restricring the fiurnber 
of countries outside Latin America for whit& technical assistance 
andi development loan funds could be 

The "hoiciAng action" progzms disc~ssed in Chapter 2-the small 
program conducted in Ghana under Ykrurnah? Algeria under Ben 
Bella, Indonesia in the 1st year or so of Sukamoss mle. British 
Guiana under Jagan, or wherever the United States is unwilling or 
unable eto couperats with the existing government b u ~  seeks to retain 
some ties the population-are also a form of aid motitrated 
primarily by desire to maintain or improve relations with aid recipi- 
ents. Such progms are usually a imd either at key goups with 
which the United Stares seeks to build up contacts. or simply at 
parts of the public at large. In Ngeda, for example, modest A.H.D. 
and more substanrial Food for Peace asskrmce has concentrated on 
food-for-work programs to relieve u~en?p:~limear mid on clinics to 
combat the eve ailments that flkr much of the popula~on. In the 
pedod 1963-i 966, aid to Ghana consisted almost rnrirsfy of limited 
tccksnical assistance for mral agiculturd extension The 
much-reduced program planned for Indonesia in 1955 was to have 
emphasized public and business adminisaazion training in thr United 
States for amy officers and orher trainins proqaiis C for kev - C ,groups. 

Holding action programs have mo importznr public relations 
costs. They are a particular target of Con,gcssional criricjsm. They 
dso lead friendly and toaptrari~e ~ovcanments to question the 
crireria on which the United Slates extends aid, especially if they 
tbemse1ves are at loggerheads with the countries where the United 
Smtes conducts such programs. For example, X F W ~  Skrda& was in 
~ 0 % .  zr, Ghana's neighbors fourad modest but continuing U.S. t~hrd icd  
assistance to Ghana imitating and diScuit to undesrmd, because 

4 0  Staxernen; of ;he HOE. Heman K3eSne. Acting Assistant Adminis~m~los. 
Bureau for Africa EA.I.D.1. before the House foreign .4R~irs Comirse, ApfiI 
20, 1957. Also A.I.D.. S~smmar; ft~s~nrar.io ro fh&?r Con_g~ss~ FF Y968, pp. 
26 3 -103.206. 

41 Large loans EO Ghma ro suppon the ambici~-~s Vlolta River Dam and 
associzited afuminurn works were made in 1962 b y  .4J.D. md xhe Export- 
Im;>os Bank. The World Bank ds;o supponied L I E  projecr. The becision was 
made 43 a time when cmperarion with ?(;krum.nah seemed possible, and when 
repercussions of refusing ro suppon rhe .%stvan Dam in ~ k p t  were fresh in 
U.S, a%cialsY minds. 
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Xkrurnah was a disruptive influence in African affairs as well as 
openly hostile to the United States. Each of these programs, there- 
fore, represents a gamble that the long-run ad~antages will justify 
the current costs, monetary and nonmonetary. Sometimes the stakes 
have not seemed worthwhile: aid to Congo (Brazzaville) was with- 
drawn when cooperation with that government became too difficult. 

The Congo (Bramilie)  case illustrates the final use of aid in 
connection with general relations between the linired States and the 
recipient nation: aid withdrawn to demonstrate U.S. offense at 
behavior stretching the elastic iirnits of diplomatic tolerance too far. 
More recently, in November 1966, the Vnited States suspended 
economic aid to Guinea deer that country accused the United States 
of complicity in an incident involving Guinean diplomats passing 
through Cbana, piaced the U.S. Ambassador under house arrest., 
and expelled the Peace Corps and the United States Information Sen- 
ice from the country. e As mentioned earlier. in April 1967 the A.I.D. 
mission to Yemen was wifidrawn d ~ e r  demonstrations and rhe arrest 
of two U.S. personnel on an unlikely charge. 

Aid is used to protect and promote not on$ good will but dm 
specific U.S. economic and security interests. Written indo the For- 
eign Assistance Act is a provision that assislance shali be withheld 
from any country that nationafizss or expropria~es the property of 
U.S. citizens wi1hou;t adequate compensation. In Jane 1962, Ceylon 
naticnalizcd 63 gasoline stztions owned by Esso Standard Eastern, 
Inc. and CaItex Ceylon, Lrd. After unsuccessfui efforts $0 arrange for 
compensation to rhe firms. economic assislance was broken off in 
February 3963 and was not resumed uunt July 1965 after the new 
Senanayake government had come to pmtr  and had agreed to 
compensate the firms.+;' 

The case of Peru is less clearcut but perhaps morc in~esesfiag. 
The htermational Perrroleurn Corporation (IPC), a w3olly-owned 
subsidiary of Stlndard Oil of New Jersey with assets of roughly 
$180 million, had long enjoyed special tax concessions in Peru. For 
this and other rcasons, it $?as a favorite whipping boy of Penwian 
nationdisrs. When running for the Presidency in 1963, Fernado 
Belauode Terry promised to settle fhe issue. ~ i d m u t  making ckar 
whether he means expropriation or renegoriazion of the wmpmy'~ 
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f z ~  privileges. Mttr his election, a bill was submi.sfed to the Peruvian 
Congress annulling aspects of the fPC's privileges. As long as Peru 
did not actualIy expropriate the firm, fhe U.S. Executive was not 
legally required to suspend aid, and could use its discretion as to 
what measures, if any, were advisable. To discourage passage of the 
bill and to persuade the Government of Peru to negotiate its differ- 
ences with IPC, ftie United States delayed a number of pending 
loans. Technical assistance, Food for Peace, and military assistance 
were not In the event, the Peruvian Congress ~eturmed 
the expropriation bill to the Executive, and negotiations were indeed 
begun, but since have limped along inconclusively. The U.S. action 
probably helped to discourage expropriation, although it did not 
bring a satisfactory settlement. However, the cuss of this partial 
success may have been high. The Belaunde regime is regarded as 
one of the most progressive and promising in Latin America, and 
it is likely that substantial capital assistance would have been made 
available were it not for the 1PC dispute. A number of C.S. o%cia!s 
had opposed rhe policy from the start, on the grounds that it was not 
likely to succeed and was interfering with suppor~ to a promising 
regime; long-run and major U.S. interests in Pent's development 
were being sacrificed to shortcr-run and more limited interests. This 
view was stated publicly by Senator Robert Kennedy (Demomat, 
New York) in his tour of Latin America in autumn 1965.45 The 
policy of withholding loans was always tacit, and therefore no 
announcement was made of the decision to abandon it, but early in 
1966 A.I.D. approved loans ro Peru for agricultural credit, rural elec- 
trification, and a development bank. 

Aside from the negative fhreat of withdrawing aid if U.S. property 
is expronriated without adequate compensation, A.1.D. has a variety 
of positive programs to promote private U.S. investment abroad. 
These include an information program (for example, publishing and 
keeping up to date a "Catalogue of Investment Opportunities and 
Information," which makes available ;he results of thousands of 
investment surveys); sharins the costs of investment surveys with 
potentid U.S. investors (if ;he investor goes ahead on the basis of 
the survey, he pays the full cost of the sumey; if not, he is reimbursed 
for half the costsf; and several types of guaranty programs to reduce 

'4 Wasizingtun POSZ, February 1 3.  1966; New York Timer, February 10, 
1966: The New. RepubJic, January I, 1966. 

4.; Neit. York Times, February 10, 1966. 
36 A.I.D., Operations Repor;. FY 1966, p. 29. 
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investment risks. These programs are primarily viewed as ways of 
increasing the flow of private U.S. resources to the devdoping cum- 
tries in order to accelerate their growth, but the benefits are expected 
to be mutual. 

Aid is also used to advance U.P. trade prospects, although this 
purpose almost never dominates specific aid decisions. Most U.S. 
economic aid is "tied,"' that is, with certain excephns it must be 
used to purchase U.S. goods and services. This restriction was intro- 
duced in stages in the early 1960's, when the U.S. balance of pay- 
ments, which had been in surplus throughout the 19503, shifted 
to a deficit and Ied to acute concern over the dollar and p l d  drain. 
As a result, U.S. a36 dollars finance U.S. export&. (However, a 
recipient nation may simultaneousiy reduce the quantity of goods 
purchased from the United States with its "'free dollars"-those 
earned by exports or available through foreign private investment- 
so that the net increase in U.S. exports to the aid recipient may be 
less than the full quantity of aid. The proposal that the U.S. insist 
upon "additionality," memioned in Chapter 3, would address this 
problem but would undercut more basic assistance gods.) Aid is also 
related to U.S. trade interests in the sense that cauntries that tradi- 
tionally traded almost exclusively with Europe are becoming 
acquainted with U.S. goods and services financed by aid, and may 
come to prefer the United States as a supplier of particular kinds 
of goods. 

Although tying aid is a defensive policy related to balance- 
of-payments problems rather than to iong-run trade interests, and 
broadened acquaintance with U.S. gmds is a by-pxoduct of aid 
undertaken for other purposes, there are two ways in which aid is 
more deliberately geared to trade promotion. In selecting specific 
loan projects, A.I.D. officials are instructed to consider among orher 
factors the possibility that the project will generate follow-up orders 
for U.S. parts and equipment in the fur~re. The importance of this 
consideration should not be sxagserated. No project wou'ld be under- 
taken primarily because of its potentid follow-up orders: the con- 
sideration normally would be an addidond factor strengthening the 
case for a project viewed to be desirable on deveIopmental grounds. 
Second, there have been a few instances where loan proposals hawe 
been turned down because they xvoz13d have helped to finance pro- 
duction of goods which would compete directly with U.S. exports 
in world markets. In at least om case the private U.S. interests 
involved brought strong political pressure on the U.S. Government. 
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There is a strong tendency in Congress and perhaps more widely 
among the public to want to use aid as a lever to protect other 
specific economic interests. For instanc-, in M2y 1963 two U.S. 
tuna fishing boats were seized by Ecuador for violating its temtorid 
waters, which it claimed extended 200 mites from This was 
not the first incident of the kind off Latin American coasts. Senator 
Thomas Kuchel (Republican, California) introduced and the Senate 
passel an amendment to the Foreign Assistance Act to bar aid to 
any nation interfering with U.S. fishing boats in waten the United 
States regards as interfiationd.'8 VVMe the amendment was deleted 
in conferen~r,'~ morc general language was added to later iegislation 
stating the sense of Congress that countries failing to observe interria- 
t i o d  conventions regarding territorial waters shouid not be eligible 
fur aid.50 

Economic aid may also be used to maintain base rights. As dis- 
cussed in Chapter 2, a few yezs ago more than half a dozen develop- 
ing countries received substantial economic assistance annually as 
more or less explicit rental for US. military bases or communications 
centers on their soil. By June 1967, however, all such payments 
for bases still in use will have been shifted to the budget of the 
Department of Defense. This will leave one or two counn); assistance 
programs where major U.S. military or comunicatcions instalIadons 
lead to sabstantially greater economic aid rhm wodd be made avail- 
able otherwise, although the aid is not explicit rental and the 
specific prajects financed usually developmental criteria. 

There is little queatioil as to aid's effectiveness in maintaining 
access to strategic bases or communications cent==. Ihe only ques- 
tions are whether the gains are worth the direct and indirect costs, 
and whether economic aid is ihe most appropriate form of payment. 
Financing of ce~tain base rights has been transferred to the Depart- 
ment of Defense primarily because Defense is better able tkrm A.I.D. 
an3 the Eepartinent or" State to judge the value of the bases and to 
weigh this use of funds against alternative uses of defense funds. 
However, aid has the advantage of serving two gods at once: it 
maintains access to the base or center, and B promotes economic 
and social growth. Other foms cf payment may also support growth, 

I 47 New York Times, M2g 29, 1963. 
4s lbid., November 8. 1963. 
+o ibid., December 5, 1963. 

Foreign Assistance Act 01 1965. Section 3631 ( 6 )  (4). adding a new Section 
62010) to the 1961 Act. 



I Using Aid for SAorz-Ru:: Political Purposes 113 

but there are ~o devices built into such paymaits to encourage 
developmental uses. 

I Cold Was  Attitudes ~ n d  Roles 

I To the extent that economic aid promotes good will, it may im- 
1 prove understanding and support for US. Cold War policies and 
I views. Aid is also used in more specific ways to buttress Cold War 
I 
I policies and goals. 
I The Foreign Assistance Act of I963 prohibits giving economic or 

military aid to countries whose ships or planes carry strategic goods 
or "economic assistance" to Cuba; this prohibition has since been 
extended to cover trade with North Vietnam.5WMilitary eid to Spain 
was frozen in February 1964 because Spanish ships and aircraft 
continued to trade with Cuba; Greece and Morocco were also tempo- 
rarily affected. (The Spanish instance iitustrates a clear conflict between 
two shortrun political objectives: preventing Free World trade with 
Cuba, versus maintaining access b naval bases in Spain for which mili- 
tary aid is the quid pro quo.)":' The 1966 legislation revising and ex- 
tending the Food for Peace program introduces a similar restriction on 
food aid to countries which trade with Cuba and North Vietnam?' 
On occasion the promise of aid has been used as a bribe to induce 
a country to refuse overfight and landing rights to the Soviet Union 
Sthe effort failed), or to indefinitely delay recognition of Communist 
China (this effort has thus far succeeded). Such efforts are rare; a 
major and obvious shortcoming is that they are an invitation to 
blackmail. Yesterday's decision can always be reversed today. 

U.S. displeasure over strengthened ties between aid recipients and 
Communist nations may have been a factor in delaying aid in certain 
cases. In summer 5965, President Johnson instructed A.1.D. to make 
no new aid commitments until the appropriations bill then before 
Congress had been passed. The order was explained in terms of 
deference ta Congress: some Congressmen had complained that 
A.I.D. sometimes made aid commitments before funds had been 
appropriated for the current fiscal year. (The appropriations bill 

"1 Foreeim Assistance Act of 1963. Section 301 (el I I 3. mending Secrion 
620Ca) of the 2961 Act. 

x Foreign Assistance Act of f 965, Section 301 Id 3 (4 1. adding a new Section 
6201x1) ro the 1951 Acr. and Eoreijg~ Assistance Act of 1966. Section 
301 f h )  54). furrher strengthening 620In). 

53 Christian Science iWonitor, February 29. 1964. 
-x Food for Peace Act of 1466. Section 103 (d) (3  ). 
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often is not passed until two or three months after the beginning of 
the year, and A.I.D. normafly makes loan co-mitments arnouIPting 
to a smalf fraction of expxt2d appropriations before the funds are 
actually in hand.) Although aid to several countries was affected by 
the crder, the most immediate and obvious effect was to postpone 
a scheduled meeting of the Pakistan Cornortiurn at which donors 
were to pledge aid for Pakistan's development plan. The Adminis- 
tration was known to be upset over Pakistani overtures to Com- 
munist China, and this fact was inevitably associated with the aid 
freeze, causing sharp resentment in 

Considerably more important in the context of Cold War politics 
than such single-shot uses of aid is the effort to prevent excessive 
reliance on Communist sources of assistance, th5rt is, a degree of 
reliance that seems likely to lead to intzrnaI subversion or foreign 
pdiq- alignment with the Soviet bloc or Communist China. The U.S. 
Cover~rnent does not view axy and all Communist aid as politically 
threatening tu the recipient. SubstmriaI Soviet  aid to a pditicdly 
sophisticated ~our.rrJ; such as India is more likely to be welcomed 
as additiond. developmental resources. Wowever, the Communist 
inRwr into Zanzibar immediately following its independence, and 
into Burundi during the height of the Congo crisis, caused deep 
concern. 

Probably the clearest instance of "counter-bloc" assistance in the 
past few years took place in Guinea. In 1958. when President 
Charles de Gadle offered the then-French colonies of sub-Sahama 
Africa a choice between joining the French cornrnunig- or complete 
independence, Guinea alone chose the latter course. France then 
withdrew both the budgetary support and ahost d the hundreds 
of civil servants, technicians, and teachers in Guinea as in 
most of French-speaking -Africa, permitted the govensment and 
economy to function. Guinea turned in desperation to the Soviet 
Union, which responded with substantid technical assistance and 
with ]oms to be repaid over a number d years by Guinean exports 
to the Soviet Union. Within a couple of years, Guinea became dis- 
illusioned with reliance on the Soviet Union. Soviettechnical blunders 
and Guinea's realization that she had mortgaged her exports un- 
doubtedly contributed to  he change of attitude, but the primary 
cause was inte~erence in Guinean politics by the Soviet Embassy. 
The Soviet Ambassador was expelled, and Guinea turned to the 
United Sttes  to reduce its reliance on the Soviet Union. The United 

-5s Wnshingron Pos:, August 23. 1965. 
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States responded with substantial technical, commodity, and project 
loan assistance. The diplomatic crisis of November 1966 undoubtedly 
would have caused a reassessment of the U.S. aid program in Guinea, 
but the concurrent revamping of U.S. aid policy in Africa as a 
result of the Kony ~ e ~ o r t ' i e d  to the decision that U.S. bilateral aid 
to Guinea, as well as to most other African nations, would be phased 
out gradually over several years. 

The objective of preventing excessive reliance on the Soviet Union 
continues 10 be a strong element in G.S. aid to Afghanistan, and figures 
prominently in several other country programs. In Afghanistan. how- 
ever, U.S. assistance is considerably smaller than Soviet aid; early 
Soviet-U.S. rivalry has now evolred into a tacit pattern of semicooper- 

Desire to counter Communist influence and aid must be weighed 
against other considerations. For exampte, in summer 1963 the 
Sornafi Republic, which has territorial daims in both Ethiopia and 
Kenya and had clashed repeatedly with Ethiopia on the frontier in 
the Qgaden regionPs pressed both the Western powers and the 
Soviet Unbn to kdp her build a larger m y .  En August the Somali 
Prime Minister visited Moscow and was offered approximately $30 
mitiion to build up an army of 20.000 men. ('The Somali army at that 
time numbered about 4,000). The United States was nor willing to 
counter fully the Soviet offer. To do so would infuriale Ethiopia, where 
more major interests were at stake; would make the United States party 
to a sharp escalation of the arms race in the Horn of Africa (in which 
we were, however, already involved through substantial military aid 
to Ethiopia); aazd would also give the United Statzs a.t least indirect 
responsilidity fur an excessive budget burden on a very we& economy. 
The United States did, however, join with West Gemmy a d  Italy to 
offer Somalia defensive military equipment for an anny of 5,000 to 
5,000 men, plus engineering equipment, which could be used by the 
army for internal development projects. The total oEer came to a third 
or a half of the Soviet bid. and was contingent on Somalia's agreeing 
not to accept m s  from any other source. Not surprisingly, Somalia 
took the higher 

Sometimes, the threat is not so much overall ecooomic entangle- 
ment as externai Communist influence in semi~ve fields such as mass 
media, education, or police. Tnen an effort may be made to pre- 
empt such ateas for Western (not necessarily U.S.) influence, or 

56 If W ~ S  not clear which nation had provoked the fighting. 
New York T i m ~ s ,  November I I ,  December 13. 5 963. 
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at least to counterbalance Communist ifiuence. For example, in 
S~malia the U.S. has for some years given substantial aid to the 
Western-oriented police force, in the iom of equipment. training, 
and financing for a police academy. In the context of heavy Soviet 
assistance to the Somali army, U.S. support for the police takes on a 
counter-Communist significance.;' Similarly, U.S. assistance to Indo- 
nesia in the fast two or three years of Sukamo's control financed 
mansgement and administration courses at ,American schods for 
several hundred Indonesian military and ndso provided 
local currency from Food f ~ r  Peace sdes to help finance the army's 
fam improvement and public ivorks programs.BrJ Ihe army was 
considered the major countemeight to the Indonesian ~ ~ u ~ s t  
p*. 

blere  the volume and much of the conlent of a sizeable aid pro- 
gram has been largely determined by counter-Communist motives, 
it is fair to test aid's effectiveness in terms of the country's internal 
politicat evolution and international alignment, though one must 
recognize that aid is onIy one among many factors at work. On this 
criterion, aid h s  contributed to a few clear succes~s, such as 
Afghanistan, where a consistently neutral foreis policy has been 
combined with gradual liberalization of a tradiriond political system. 
U.S. assistance dso made it possible for Guinea, to maintain a foreign 
policy that was independent. albeit more radical in many respects 
thar, the United States would prefer, without risking complete ecc+ 
nomic collapse. There have dso been failures, such as CanWia, 
where counter-Communlsr motives played a major mle in the s u b  
stantial aid program terminated at Prince Norodom S3mo&s 
request in autumn 1963. In this case S3anouk"s judgment that 
trends in Southeast Asia favored China rather &an the United States 
undoubtedly was determining--and appropriately so, fzom fiis stand- 
point. It seems fair to conclude && aid cannot persuade a governeat 
to pursue a line it does nut wish to follow. It can, however, reduce 
the costs of the country's following the policy it itself prefers. More- 
over, where zid can bolster the power and eEectiveness of moderate 
groups within a counq? it may influence the outcome d internail de- 
bates over the approprize foreign pdicy for the country. 

5s Perer Schmid, "Somalia's Inssanz Amy," The RT-W'TPT~ ',pternmkr 24, 
1964, p. 59. 

59?7nis was not militav training. which ~0~336 be finaced from military 
assistance. 

60 Aye, Y ~ r k  Times, August 2 1, ? 964. 
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Jattetaaei~sr T E  Ceopenatian and PeacefwE 
SeUentent 2f Dhpzettzs 

Aid is ako !sed, apart from Cold RTar strategies, to encourage 
peaceful resolut'on of disputes among developing countries and to 

/ support the evciulion of efleztive regiond organizations. By law, 
1 A.11.D. and Food for Peace ~ssistance wc prohibited to any countrq. 
1 which the Preside.~t determines is engaging io or preparing for aggres- 
1 sive military effofi againsr the United States or US.-aided co~ntr ies .~~ 
I 
I In an effort to lissuade Iradlonesia from her codronrzitioa policy 
1 

i toward Malaysia, s s  well as to register U.S. oEe~se at increasingb 
I strident aati-U.S. .:e;EEemerzB and actions, aid to Indonesia was 

drastically curtailed between 1963 and 19\55. Substaac*id c o d -  
meats had been mar e i2 earr.- 1963, when rhe W'esr Irian problem 
had just been settled, the Mn.avs;a &sue was still over the fiorkon, 
and the United States hoped ,:Gat S~karno wodd turn his attenti02 
to Indonesia's inmeax i.::en~a: &e-."eEopm:nt prchlerns. Over S35 
million in A.1.D- fund; p us SP6 million in Food f r ~ r  Peace sales 
agreements (net of U.S.  US^ s )  were provided in 1963. By fiscal 1965, 
A.I.D. funds had been l.zl cd and food aid had d~indled to ody 
$3 million, financing r4tli:f programs nm by pii~ate c h ~ b b 1 e  
0rgari:zatii~ns.~~ 

The 22-day war in 1965 'xtween indis and Pakistan over Kashmir 
caused acute concern and ~~rsiderable soul-searching in Washington. 
Both countries were recipi :rJs of massiTre W.S. ecoaomic aid. The 
war was not only directly r os!ly, but dso threatened to divert addi- 
tional resources from dev1;Fopmen;: by szimuiazing an arms race. 
Moreover, the Indians had. Img claimed and some C.5. oEcids 
agreed that U.S. militmy asistance to Pakistan gave that country 
the means to pursue an ~ m x d  solution to the 18-year-oId K a s W  
dispute. Former Ambassador to India John Kenneth Gdbraith testi- 
fied before the Senate For:ig~ Relations Committee that in kais 
judgment, "If we had not su3pfed anns, Pakistan would not have 
sought a military solution. T:?at. beyond the slightest possibility of 
doubt, was the price of the Duiles policy [of arming Pakistan as 
anchor ::;airy in the CENT0 and SEATO pacts]." " 

61 Foreign AssIsrm.ce .Act of 1923. Section 301 t e j  (3 1. adding a new Section 
620( i )  to the 1961 ACT. 

62 Technically, the balence for ihax year is minus 56.3 mitlion. represenxirig 
deobligation of 'funds previo~sly rrit~mitted far nox-cancelIed pro-jects. 
63 A.I.D.. U.S. Ow~sesis Loans a:zd Cran!s, 1945-1 965. p. 62. 

Selig Harrison, Washing$~r: Pt~s:, June 26. f 856. 
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Commodity assistance to bosh countries ~ V Z S  S U S ~ L " R ~ C ~  durkg the 
hostilities. The ban on all but marginal military equip me^ was cot- 

-" * * tinued after both countries agreed to a cease-Are. In Ape'! ! 4 h .  Si, 
U.S. Government announced that it xvorr7d nu; rcsurnz ams aid 
to either country, and would withdraw its military ad~isorj and 
su~pIs  - r. groups." Moreover, in mid-1966 a quiet diplomatic effort 
rr-as made to link long-term economic aid levels to defense budget 
reductions on both sides of the border. Predietzbly, the effort v;as 
erected coolly by both countries. India zrgues thar it must mainrain b 

an adequate defense ageinsr China and cannot scale ~TS military 
power to Pakistan's fezrs; Pakistan regards %- the totality of Indian 
forces as a threat, and argues that if the United States were willing 
to use economic aid as leverzge on defense budgets. it might also 
consider using leverage OR India to settle the Kashrnis dispute. The 
amount of pressure the United States is prepared to exert an PaIristan 
is undoubtedly affected by the U.S. interest in maintaining access 
to security installa~ions there. U.S. bSp4omatiz: efforts to limit arms 
are also undercut by continuing and substantial Chinese arms de- 
liveries to Pakistan. fhe Soviet pasirion is ambiguous: it has appeared 
to be tom between its well-estz5lished role as 1ndia.s source of 
certain military equipment, ai'd desire $0 f01104~ up sn its role as 
mediator at the Tashken~ Conference.sd 

Long predating the 1965 war is U.S. sapport for the Sadus Basin 
Development Fund. \Vsst Pakistan and northwest India share: a com- 
mon river system. Diversion of she water suppjy has been a perennial 
source of dispute. The Indus Waters Trsaty dlocazes the waters of 
certzin rivers to India, but Pakistan is ro be compensated by con- 
struction of works 20 improve is wazss strpgly. The Indus Basin 
Development Fund, which is administered by thc \I-orki Bank, was 
organized to co~struct these works. Hence U.S. supporz for the 
Fund contributes not only to development in bs& coun~es,  but 
also fo easing friction bsiwesn them. 

in the Middle East. the US. interest in prcvendng open fighting 
and encoumginp stability and moderation has providsd the basis for 
continuing support to Jordan. The UAR presents a more ambigitous 
and complex case. Since 1962. the Uniied States has sold Egypt 
roughly SL30 million amudly  (net of C.5. wes) ig Eood for Peace 
commodities, mostly wheat, for soft currency on lenient 

*;VV-enxe York Times. AprII ?3, 196'. 
6t; W ~ ; S ~ Z ~ ~ ? I ~ ~ G J I  POXI*. June 26. 1966. 
t;LA.I.D.. U.S. O ~ c r s ~ a s  Loans find Gre~~:zs 1945- 1965. p. 12. 



&spite Nasser's periodic acrimosisrrs outbursts to the contrary, 
the U.AR urgently nceds the wheat; me Soviet Union finds it diAcufr 
to provide largc quantities d 8,~heat for us? zbroad and no orher 
ready sources are at hand. Food aid has S e n  opealg and repeatedly 
used to try to restrain E ~ p t i a n  in.r.otvsme:~t in regional affairs-the 
Arab-Israeli dispure, mifitmy intenention in Yemer?, political pres- 
sures on Jordan and Saudi Arabia. aid to the Conp!ese rebels--as 
kvell as to exprsss U.S. annoyance at syrnboiic gestures on the pm 
of the GAR such as permitting thc Viet Cong to o p n  a Cairo office. 
Food shipments were suspended for six rnorrzhs in 15tm65, and were 
resumed in June after "relations improved,*' that is. after the UAR 
halad zssistance to the CongoIese rebels and moderated its state- 
ments on rhe Arab-Israeli dispute.*;' A year laser Food for Peace 
programs were again suspended in response to renewed UAR psspa- 
aanda attacks on Saudi Arabia and Israel and C.S. annoFance over 5 

ahe Wet Cong office, as weH as W.S, donestic political ~onsidem- 
~ 0 ~ s  .":* 

The dispure between Turkey and Grezce owr  C?*pms ~ n d  rhe 
Ethiopian-Somali border conflict in the Ogzdrn are cases where 
U.S. arms aid had rhe unintended though predicxrtble effect of 
heightening the disposition 10 reson to arms. On ;be o&ss dde of 
the ledger: economic and mililaq assis~anee eoat*3'!uted ECI good 
U.S. relations with each country. presumably inesrasing our ability 
FO zxercise a restraining influence. If the U~i*Lrd Srates had g i~en  no 
military zssistance, it worrld be fizc of any indirect respsnsibihity for 
the conflicts. However, Greece and Turkev are N,4fO menlbers 
and a r m  aid has been viewed as esscntiaE ro SAT43 "Tree pals. 
Erhiopia is the site of ;m irnportanr communkaxioas center; U S .  
military assistance i s  a quid pro quo for :he sire. f h e  r r ~ b t e m  is  
again one of weighjag conflicting f o i ~ i p  policy objecGrcs. In some 
cases it has seemed likely that a country denied a m  aid from fhe 
t'nited States wiiS seek and abrain ir dsewhcre, In such circum- 
stances. withhallding U.S. aid absolves the Unitxi Spares from 
responsibility for, but does not prevent, possible s~:&eqtrent mis'tse 
of the anns, while costing Gie Uzifed Stares some meas~re of good 
will and perhaps some influence aver the use of the m a n .  -is 
reasoning en~tred into the decision, for example. ro provide Jordan 
with certain major rni1iaa-y itens In 1965 and 1954. 

U.S. support for subregional. w$onal. and inteLmalk?na! o r g a e -  
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tions as agencies for peaceful resolution of disputes and for cocpera- 
tion on developmental tasks has k e n  much less ambiguocs &an the 
actual (as distinct from ilrtended) U.S. role in disputes among pairs 
of countries. Through both diplomacy and financial assistance the 
United States has strongly promoad such organizations. 

Annual A. f D. appropriations include con~ributions to international 
organizations and programs, most of which are directed b~ or af- 
filiated uith the Uniad Kations, such as the U.K. Development 
Program and the U.W. Technical and Economic Program for the 
Congo. Regional organizations like the Asian and .4fricao flevetop 
meat Banks may elso receive A.1.D.-financed rechnicd assistance; 
subscriptions to capital funds' require special Congressional authori- 
zation. Subregionai organhtio-rs such as ~ h c  Eas: African Common 
Services Organization and the Ceilirzl American institutions working 
toward integration have received substantiai technical and capital 
assistance. These organizations are concerned with furthering eco- 
nomic growth; however, by their nature they contribute directly and 
immediately to the U.S. objective of increased international coopera- 
tion, whereas developmental aid to individual countries contributes 
to that end onIy via the Ions indirect rourc of creating a poiitical 
and economic climate ccnduci~e .to coopera~oa. 

A few international programs to which the United States con- 
tributes rhrough A.I.D. are diresrly concerned with peacekeeping. 
The clearest examples are the U.X. Emergency force, which 
kMay f 967 patroled and acted as a buffer force on the borders between 
Israel and its neighbors. and thz U.K. peacekeeping operation in 
Cyprus. 

In zddition io financing technical and capid support for inrema- 
tiond and regional organizations. aid has been used on rare occasions 
to win diplometic support for such organizations. Probably the ckar- 
esr example was a $5 ,nillion bribe ro Haiti, to be used to consmct 
an international airport. in rziurn far Haiti's supporting vote for the 
Charier of Punta del Este estzbiishing tbe .Mliance for Pro$ms 
The Chartzr v o a  xvas expected to be close, and Haiti's '5"ote &erefore 
zppeared imponant." Haiti voted fsr the Charter. Funds far Xhe 
s?irporr were later cut off when rhs enxire U.S. aid pro-eram to Haixi 
--as suspended at xhe end of 1962."" 

Anhur SchJesinger. Ona Tl~e~!rxa.vd DL: J'S, Ho~ghaon-IIifiiitl. Boston, 1%5, 
pp. 752-783. 

7 1 iF~r"sK~Jnyat~n Pon, J anuaq 5 6, f "36. 
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Political Uses of Aid: Morality and Effectiveness 

This survey suggests the great variety of short-run political uses 
of aid, and may give some idea of the past effectiveness of aid for 
particular purposes. At the risk of repetition, it should be under- 
scored that the total amount of aid used for all s ~ c h  purposes is a 
small fraction of A.I.D. activities: the great bulk of U.S. economic 
aid is used lo promote deve!opmcnt (about 65 per cent) or to corn- 
bar immediate and continuing wcurit)i problems (until 1967, 20 to 
25 per cent). 

The use of aid for immediate poliiir~l purposes is criticized on 
four counts: that such uses are immoral; that ihey ohen coa%ct 
with more permanent and important interests and therefore are 
ill-advised; that aid is usually an ineffective insmmen~ for short-mn 
political gcds; and that such uses of aid are costly in term of Con- 
gressional and public relations in the United States and abroad. 

The long-established U.S. principle of nonintervention leads many 
Americans to view efforts 10 influence another country"s internal 
political situation as irnmoraI, regardless of zhe means. A sepzade 
s~randl of criticism on moral grounds concerns means rather than 
ends: atthough most -4mericans would applaud the goal of assuring 
approval of the Charter of Punta del Este, many x~ight condemn 
the use of bribery as means, S-~sgicion regarding goals as wefl as 
distasts for mans  colors the language ;of the Republican Citizens' 

LG Committee report quoted at the beginning of this chapter: . . . the 
use of aid for shofi-run pditica! p~lrposes . . . a kind of b r h  or bludg- 
eon ro accomplish any and all kinds cf U.S. fmig policy purposes." 

American attitudes toward artemprs to influe~ce rhe intcmd po- 
litical situation in another c w n q  are curiously inconsistent. Mmy 
persons feel thar q i n g  to influerice the outcome uf elections is im- 
moral. Most might question exedm of direct pressure to change athe 
composition of the govemmtnr, as in the case of Lacs. But most 
Amelrlcans applaild &c policy of withdrawing aid from r n i l i q  juntas 
that have takes power b~ force. Ssnazor 3f~rse, who has been a 
particularly caustic cridc of s h o f i - ~ ~ n  aid, publicly and strongly 
advocated this response in surumn 1963 afzer coups had occurred in 
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the f3ominican Republic and Honduras within a ten-day p e r i ~ d . ~ ~  
And most persons prob~bly would not view as immoral the god of 
sustaining a new con;titutiond regime until it has bad a chance to 
organize its prograK and policies. Yet pressure on juntas and s u p  
port for new regimes are both forms of intenenxion. 

The kind of intenendon in other nations' poli~ics which is probably 
moraEIy acceptable to most Americans is that intended to permit 
internal political processes to proceed in an ordedy and constitutional 
mamer--such as actions to remove %he threat 05 collapse due to 
temporary financial crisis, to relieve unemployment among key 
graups or in key areas, to suppress terrorist attempts to sabotage 
elections, to discourage military intervendon in polirics. U.S. action 
t d e n  to infiuence the orttcome of pdittcai processes is viewed as 
much more questionable. In principle many persons even in the 
developing countries might find &is formulation acceptabIeS but in 
practice the distinction is hard to draw. The principal actors in a 

an action the United States resardcd as an eBort to permit orderly 
procedure. The strongest defense for U.S. eSfofis 10 influence dlxectly 
the outcome sf political processes is pragmatic: in some circum- 
stances, if immediate evens go wrong, the f~ ture  may be forfeited 
for many Fan .  This argument is probably used tw frequently, but 
it is sometimes valid. 

The clearest instance of a political use of aid which is widely 
vizwed as an immoral mems of conducring foreign policy, regardless 
of the validity of the objective sought, is outright brikry-the 
explicit oEer of assistance in return for spscific hos; country action. 
As Professor iVorgenthau has obsenyed, -'Bribes offerzd by one gov- 
ernment to another for pditical ad~anrase were unrii tfre beginning 
of *e nineteenth century an integral part of the armory sf diplomacy. 
No statesman hesitated .to acknowledge the giving and accepting of 
bribes." ;:$ LMorgenthau attributes &e current reluctance fxl) admit h e  
use of briberv to "a c!imate of opinion which accepts as universally 
vdid the that the hi@y developed industrial nations have 
an obligation to transfer rnoiley and services ta underdeveloped 
nations for the purpose of economic development.'" I am more 
inclined to account for distaste for b ~ b e ~  in &e fntemasiond redm 
as an extension of nineteenrh- and twtn;t2eth-~:entrq- atriades toward 



bribery in domestic politics, business. and pu bl k administration. If 
this is conect. it is fair to note that internarionzl politics is less 

I structured and incorporates much less agreement on guiding pdn- 
ciples than is true of domestic politics or business in the dewloped 

I countries; therefore, to apply the same moral criteria to the d:ff r erent 
i realms may be unrealistic. In any event, outright bribery plays a 

very minor role even in that fraction of total zid activities d:rectly 
I 

aimed at political goals. A much greater part of political aid is more 
acc~rateiy described as the eRort to create a dimate in l;t*Sch the 
recipient country will khave as the United States prefers-rhat is, 
one in which internal political processes can proceed in an orderly 
manner, good will toward the United States prevails regzdfess of 
possible disagreements on specific issues, a d  excessive reliance on 
Communist aid and consequent subservience to Communist desires 
are unnecessary. 

The morality of withholding food aid as a means of accompiishg 
political goals might also be questioned. ?V"here rhe god is adoption 
of better economic policies, perhaps the m a n s  caa be justified by 
the benevolent intention. This was a major element in rhe temporary 
U.S. delay in grain shipments to India in aununn i966. Though 
severe drought threatened in early 1967, and limited port capacity 
meant that a break in shipments would risk a conespondi~g drop 
in daily p i n  rations in droughr regions, it had k e n  evident for a 
long time that basic mfoms in Indian aspcufturai policy were essen- 
tial for long-run progress. Even so, the timing of the pressurz could 
be questioned on moral grounds. \%%ere the objecrive in withholding 
food aid is not to press for betler developmenr pdirits but to idu- 
ence a nabon's foreign poticy (as in the case of the CAR) or to 
serve other gods of interest primarily to the United S$at2s, the ques- 
tion becomes still morz doubtful. The issue arises. of ccune, ody 
where the country's own food suppks are ex~emely Icmr. 

A second major cridcism of the use of aid for immediate pofi6cd 
~ a l s  rests on rhe judamenr that such gods are often low-priority 3 

or ephemeral, and conflict with more lasting aab important objeefi~es. 
Some political goals, such as prevendng wade between Cuba and 
other developing counnies, or excluding Comrnunisr -a from thp 
United h'ations, are criticized as setbdef~adng~ Delaying eapitaf 
assistance to Peru in an eEorp, to promote a settlement aith the 
International Petroleum Company was a classic case of sadicing 
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marginal (whether tbe elections produced tbe U.S.-p&emd 
or not), but there are one or WQ cases where its buhon may 
have been significant (mrelv not determining). The sca-d an 
providing alternatives to exexksive dependence on 
of aid, and muwring ex%emd in c 

Aid is less likely to be eBective L 
when it is used. .an a '*cs2sW7 bask, with 
the chances of success b the particular siwd~m. The mcre saz- 
ful plitical uses of aid are o k n  not crisis m a w s ,  but activities 
and p r o m s  designed to address a oonhaahg r ~ l i t i d  pmbBm 
over a period of rime. Am1ysiis of the problem aod 
how to cope with it then kames a part of the negalar 
pkndng process for the country c(0nemdI 

A.I.E>.'s efforts to adhere to developmmt criteria reduce aid's 
effectiveness for many p g ~ d  uses, fid- H 
Morgmh22 has noted that akt for UpreS%e9" and "brikqM p 
has been represented as developmen8 aid to o V J ~  well & 
the recipient, kreby  h ~ d u c h g  &eBtvmt mtbre 

timecoasuming studies and reviews. which s h  dam the flaw of 
aid. Moreover, a forest of legal and 

p e s  of aid (such 

doas and State Department 
asprated by A,I.D,"s 

Joseph S. Farlaad &ed &p 
August 1963. His major gricvmce a-as uhat A.1.D. 
tonno1 over the use of U.S. money. He had favored a 
of e2cpen&tm for impan 
s w q s  a d  feasibility 
African corntries w wxs*ced that 

g d  will. 
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The f d  and final charge &- against p E d d  uses of aid 
is that such uses, even when legitimate and e 
public aad Congressional understanding and s 
ZWkt te  effort and m h  its bage abr08dd[ 
of foreign aid concerns the m m k t  of countries aided and the d " i  
nature of aid goals. !Ye have see 
assistance griogmm are intended 

of these pro- would cednly zsult in a 

the volume and content of aid pro 
But it is not clear that freeing the assktzmw effon from 

port for foreign aid. There is no pub 

wa" aid, C o n s a n  are 

kind. It is, d course? less expensive ro GUold aid for p g d d  
r e a ~ ~ 1 1 ~  than to give it for such p H o w r z ~ ~ a ~  the p 
much the same, 

The public relations costs of pogficd uses of aid am more c1 -a  
lxies &esn=Iva* nase c~nmraa!d with the: 

see evidence &at ithe p 
neac01olrifit in &C fact &a% ma% aid b 
gods and semias, !in the ~ B Q R  to exert 
deve10pment plicies, andl in slag use of aid 
U.5, investments. Those who pMd 
instances wbexe aid has k n  hxemezm, 
United Stares as an a g d v e  militmist power 
of aid $0 IXI&& b a ~ e  d&~. S~ndeve,10pmta@ aid, 

tmti'on. of dereloprnc~a a i ~  cl~ud 
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generous, "no-strings-amcheP support for mu Y I.wnefid 
growth. 

It has been repeatedly sugested that many of these probl 
could be avoided by giving &%e Depmment of State a "slush fin@' 
for political purposes. This would avoid con.fuslion with aid 
and consequent erosion of the aedibIEty of deve1Iopment criteria. 
Such a fund would al-if Congress so designed it--be 
exasprating and irrelevant economic wld a stxative c r i k ~ a .  
Despite these advantages, the slush fund idea has serious dmtirrbaackr 
If the fund were large enough to deal with major crises and p r ~ b  
lems, Congress almost cemin1y would impose con& on its 

an=-which, after 4, is designed to serve such p 
many crises Have important ieconornic as well as 
and their solutions have impEca~om for future 

current or potential development ssktmee. a eleady IakId 

more often) the recipient gave 
anw d "respectab1e" eecowmic aid. Fmdy, the SeE-help 
most aided countries can now finance a wide variety of small 
with a minimum of red tape, meeting the need for a flexible hbru- 

ment av&b1e for uses where mare elatb~iahte re~uiew and control am 
not warranted. 

Desire for an ins%mment m m  responsive to 
pressures has occasionally led to more 
1964, Undersecretary of State 
appointed by the President to rev 
dismantling of A.I.D. and the 
s ~ v ~ ~ R ~ J  hlIIlt?d ~d PiTOflallX 

proposal, of coune. roused 
decided against major changes 

Aid's limitations as a political in 
dZfereatS ah055 opposite coaclusioa-&at 
make aid more responsive to immediate poEGcd req 

other htmnsznts of 19-5. foreign policy. Ht 
goals deters Embassies from ex@~r- 
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k g  less obvious alternafives, including the whole arsenal of nadiiticbd 
diplomatic techniques. 

Neirhcr State Department desire for firmer sontrot over the aid 
program, wr A.I.D. yearning for a "pure" ~ i s m c e  pre 
gram is likely ro be rsoIved. If aid is to sewe predooninantly i d -  
opmental goals, semi-bdepadent admihtra~nt  is essential. If it is 
to be closely integrated with other elemeats of U.S. fmeiga policy, 
it is kevitabEe that some aid will. be 
purposes. None of the four likes 5f c.ii6cism 
conclusion that short-mn political ma of econodc aid should be- 
or could be-e3Imioated. W of them, however, suggest the teed for 
considerably more di rn 0 use of the aid &me 
times the odds are so clearly against suc use of aid &at the 
effort js unwise despite the imp-ne of the goal. Howevan probably 
the greatest abuse is not i m n g  xhe chances of fawe in 
terms but neglecting to cornidler the impact of potified 
higher-priority gods, 



i CHAPTER 6 

Using Aid to Pro 
Long-Run. Po 

THE FOREJGN ASSISTASCE ACT of 1961 called for an "historic 
demonstration that economic grouth and polidad dem 
hand in had.  . . ." nz function of the economic assistance 
that the Act established was, in shorf to promote p 0 5 ~ d  as w d  
as economic development. 

Yet political deve~~pnrment hsls k e n  deckred ""the ing 
sion in American policy toward the developing nations." Little aid 
activity is directly addressed political deve1opment obj w h 
the elaborate process of program planning? the a and ptenM 
impact of assistance on political deve10- receives 
attention. 

The past two years have seen inmasing adekm of the aid pro- 
gram on this score. n e  Foreim Asshanee Act d 1966 added 
several provisions to the basic foreign aid le@Za~<gn desigad to 
spur increased political development efforts. Befare e * - 

P=* 
psals for more vigorous action, however9 it is useful to c o k d a  
what is meant by  political devel~pment~ the paaem d part A.1-D" 
eEorts, and thp Teasons for the relative neglect of pHifid &relog 
ment. 

An adequate definition of political deve10pment bas been the topic 
of innumerable scholarly codereaces aod articles for more 
decade, It Is less 



and political development tbat the United States seeks to pme. 
These include: 

1. Administmihe competence: reasomb1y eflicient and honw 
adminbtrarlon, capable of mainuhing civil peace and carrying 
out senice and developmental hc~iolors~ 

2. National integration: growing idenaa~on with the nati0aa 
rather than with local, region& e reG@omp oh m w  
loyalties. 

3. More equitable  butio ion of wealth, incomey smiasz d 
opportunity among classes*r regionsa and e e c  group aod b 
meen mural and urban areas. 

4. Fudamena  civil fikdes: o&mms:e 01 due 
from arbitrary arrest freedom of assxiation. 
movement. 

5. Provision for tbe orderly transfer of pa,Kaicd power- 
6. Deve10pment of democra~c imtitu~ow, that is, 

pIomote broad peeipation in gove 
popular review and sanction of go 
in turn requires provision for orwide 
of iafomatiw; tolerance of nonvi~lent 
aod group opinion, ioelwling 
ment of rsp3nsibIe md q:ffrw:tive vol 

Political development is, then, a broader mncqt than da-aic 
evolution. Not all aspeas of p o ~ ~ e a  developmeat are or 
even necessarily associated with demormq- 

Adrnink?rative eSciency 
and totditxiaa reeghes: ind 
in the developing countries 
than democratic regimes. 
ancj not aehievd-uasder 
coaaict is nomay  more 
tarjl&m. AU foms sf 

€aian. systsrns. 

I 
Broad pmticipatiion in 

I ntd au&od&, I is the 
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evoHution. Policy makers have long 
the appropriate U.S. policy toward a regime that 
cerned for equity and growth, and 
liberties9 but has sharply curtailed 

Pakistan, the military junta that took over 
B ~ I I C O  gowxmaent in Brazil. The U&ed 
ported such regimes, while h&ca 

I clemmtir: p r m ,  
I American publie: and aade 
I 

t Sag* A decade ago, b%h mil 
t rejszed on principle both by the interested 

political scientists, The public 
s_vstems3 although antip 
by such cases as AyulD's P 
dor. M a %  s c h d w  now c1ear31'3: 
pol i t id  development from the 

are prerequisite to (rhou* no 

of democratic h s ~ h ~ o m ,  

plixkal agixati~n9 is vheldy s 
More pcss167r'e1yv ecoaorni~c gra'ls sh is 
unify disparate re@oa3rs3 relieve 

middle elass and a 9mdd 

assdaxio.ns and interest gm-x~ps, are expected PO 
qrcw%* 
C 

Yzx the relationship bemen eeaaemk a d  
is not Lways m u r d y  bewfieial. 
whole sxid c 3 a . s ~ ~  a d  *atem 

groazh can hei@en ePhn-ic. ~li@ous, ar 
hostile groups into dme r~waaa 



Nigeria ~ ~ p l d e d  into Id rioting and massame Pa 1966. f adi- 
tionai tribal enmity had exacerbated by ikr eoatrcf ol p r d e  
sional and ~51nka.l positkms and a good deal of b i a s  in 
Nofi ,  

Some aspects of p t i t i a l  dmelopmena: iae 
grow&; o & m  are compadbie wkh gm%h but am 

competence plainly promote A d e ~ e  oati 
integration Er also essential, because u a c h s k d  a - E ~ a ~ a  Mng 
politicat chaos and economic slowd~wn or collapse. as in the Cmgp 
in the yean immsdiately afm iadepndeance. Ewm where k m  
threat of widespread violence or ar m&md tqdh 

-for example, by iaflueahg 

in the civil senice or in scho! 
The reIathrwhip k w e a  

require heavy initial hxramelasa a d  g& nee 
ices cantribate odv iacaircdy a d  ira 
emnomic growth. * ~ e r  uses d h e  
growth more lapidy and &&y. upan &p& P U Q ~  
opacity to provide emplfljgpmenr. s m M s  d se~a:ikxs~ and 

wber-eas privisqedl group wd should k m  

the requkemca~ of ccanomic growth. 

of a ,greater sh jn  in iw 
n~mal$ s-id 

measures ao hcseaw 
tms, for kme. 
paups ia law B & Q P C ~ ~ B D ~  %me ~ c w q  m& as s&* @ax 
ahhisrmdw, may c ~ m  im+= mronum we@ as 

e m 



sonomic: grow~h. Coobds on movement aurd ~ P ~ G O R  are w&& 
costly to adminis~r as welt as desnomlliziag, rvhiie & a ~   an^. 
and lack of due pr- probbly inhibir sow* by njAing ia66aliv-r. 
But progss  in the Soviet Wa.ian a d  wt7e1-d 0% 

prevent growth. 

part in d sup- deve 
2i.d aspect of &Eativc 
may be stimulated by 
organizations, inc!;ridhg 

foms of government. 

initiative and p a m m .  
d&sugh w$d%%pmd pd&paG~a h de31'~I~pmmP CBS~ d ~ b  

promotes economk pwtlhm brmdemisd eipa~on ih p b k  @q 
fanndafion may or may I no"d do so. AX the f 
declsioa making has 
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%end= under Perm and shce his ol;$ 

most striking 3iwmGooa of i 

leaders in the developing mmhicr 

politid deveiopmeaa 



meat invotve more conrplicaa &pIomafx and 
eratius. 

Berause adminkmGwe camp&- md ab&g to maiD 
peace are prerequisite for economic a@& I.II~ &se:tqiq 
coun&ies themselves are eager to develop such ~anptme~ A w I e D w  

is noncontrove~ial, and rhe pmbleas of rnadi& md rkL 
later in this chapxer do not redly apply to f Hwtvmr d a m  to 
improve adrninismrive capacity may oMgn bavc 
mnceIvd Esr example, 
mental projects to give lawerr;, a 
problem, so that bev I will1 use &eixP 
and hrerpredng taws a d  rqp310d 

ate &reat sf extrearn  a d  
east B d ,  the Pem- 
appear as pressing3 there bas been b ~ e  deGkm@ effort lo a&& 
ways to promow h*~dGon. 
roads in Bdivk  .and air@eIds9 xm 
ably wnuibu~e $0 pfftid 
but the long-mn qpafitied 

is, it has bad no cEwt on &e design of the g 
b l d y   bid clashis of 

gram In Nigeria did, .inelude h,ge-xde 
gmjets :n h e  KO& xo hdp to 



p r ~ j e c f ~ ~  patable water and sewerage p c o j ~ ~  JI kpo&-e &e 
and faciii23es available to less pfi~lleged 

play d i r d y  on rhe 

for coopera~va, labor uniom, and credit 
the economic and political power d previowIy 
ineffective groups. 

However, A.I.D., like the developing aua~a & m s l v ~ ~  mas% 
constantly seek a balance bemeen e f b k i  to inerase imm 
the income, services, and opprtuniGa of the least gri~i legd~ sod 
measures which w311 best accelerate ~8z*, For p!e9 tibere have 

(cash, sometimes expsi) craps or types of 

group of "&a&rtisn;nli" ers who we more 
more resistant to change, but wh 

A.I.D. has done Gtdc to fester civil 
dud judgment &at interweation b this sphere k meiy t@ be rente& 
and that improved obxammc'e of such libe~es is not of b t  im- 
postaae for ~onomiic g o ~ a .  Police naining in m w  eountriai does 
stress respect for civil Bkrties,  d~au& police made c#Ikimt 

and equipment may be and have somches 
k e n  used ito suppad: repressive xe&mes. Impmvd 1e@ dum~aaar. 

may promote this aspect of politid development, ;as well 

The United States makes a greater effort to c o n ~ B ~ & ~  or 

and mow responsible public panici 

f0m of attemps to broade 
Ifs the h h  

leadenhip training prokmms eandwted in Lath 

These combbe 

arbim~on s ~ ~ I I s - w M ~  p 0 f i G ~ d  hda~a8~0a w ~ $  \&6S 



country to country in intensity a d  approach. Olle 
large number of labor training 
unions which, concerned over 
abroad, have contributed tkoek o m  fun& and urged brig 

Government programs ~ c r  combat such tnmds? 
Aside from &e labor leade~hip p r ~ a m s ,  ego* to intlw- Irw 

groupsS attitudes are rather scattered. SmaU p u p s  of pdi~d 
have been brought for observatioa t o w  d US. @ideal 
For example, five high-ranking K e n p  poiitical leaders were hat 

Government at Syracuse University, and xourd polling; plaoes io 
'Vermont during primary eledoas? Groups of young 
can leaders from various 5lerl&-chingv b b r T  %rwb=, 

offered by Loyola University, which featwe n(~s-hoI& 

The League of Women Votes, with A.I.D. s u p p a  mggldBiy sel 
and trains a small amber of Latin -i$.meficm wamm in tmMq~a  

U.S. Ambasador and the A,I.D, ioa &&or kou@t a 

in p l i ~ d  
Some short-term actkm, such as wiwIJ;l&ng aid to demommte: 

disappma3. of a coup or helping $0 emwe &at 
I an orderly atmosphere1 are expected! not only to 

gals but also to contribu~e to Bmg-mn 
democmic prmesss. For 

made a modest mntribdon, probably greatly s ~ ~ @ e n &  Vene- 
zuelan confidence in democracyv aad may haw h d 
foxes in other Lakin =ii.mefiw ceaunties. 

I -" % S X b  of in plf3.e W&E&~K~OOR Pm8 @E "bbf~ Cold W-~F**" 
swnimg December 30.1965, 

Free Press Burhgesa, Vemonz, Sepemklr 9! 1964, 



in economic activity. 
dit, purchase equi 
individual fanners 
savings and invsmeaa. The U.S. 
A.1.D. h n c i n g  has se2ectd md 

ing p u p  decisions, will create capacity for 
in broader public piicy realms. 

A.I.D. dm provides extensive assktmee for 

even~aUy will Lead to broader and mom 

I 
I expected contribution to p b ~ d  deweiopm~ is a 
I A1.D. provides extmsivc t e c ~ d  wktance and 

an;d equipment for amivesity dep 

secondary kd, A.-1.D. has 
tial backgowd for Paiaiag in rechirlzd md e 

development objective. The 

particdm seem weU 
Ihe effectiveness of aid efforts depends not ody on the amber 
and variety of projects $0 a p ~ ~ b k m ,  but on akmm 
and relevance. In most oB its fieads of a&~,ity? A,I,D. 
(albeir inadquate1y) to assers &e 
Wlor &e pattern of actki~es 

analysis, nor do &ey form 



and to devise 

to far-reaching c h g a  in politics and the 

and partly because of 
Cuba. The Charter of 

goals. miis cowmm 
which are no# tnthusiastic: ahu% the values a4 

d each country desk. This mmsment is not 
region. Howeverv it is d i d  to sxxr~ our the e 
tiond smctux h r n  the other special 

ALD. ac% as if it believed that if it x&a 

onfy may such effons jm 
they may defeat the5 p 



nomk pticies- 
Second, mest A.I,D, oficiaIs 

Politid development is at X-t 

maze is . S o w  asan on the 

nomic and social variables wbicihich A.I.D. ;itcdwiiai:es mi&t &kcb are 
&s extremeiy s p m .  

Moreover, A.LD.'s potential Muma in the 

direct ana-ibudom 
to be much less 

ing Impn COBWQ~ SJ~WZXE 

economic policies may 

as 0x3. idiuenee, m a y  
cluck rhar they should cancenmk their efforts an the 
better equipped lo haod.k-@c~na~c gronrh. 

A W d  reason fQa mlumnw to k ~ m e  bv01v& li%c p W d  dew& 
opment eBom is probably doubt &ie 

met hvo3vemenr ~ i z h  p~ 

their conaca to b a t  
a touch of the tech 

stmahe q70rk of 
me FX.T~@& but do not 

development To argue k t  it is 
mo&cr counayi p o G 1 ; ; d  evdu~on is to set up a 
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In any sbeable and continuing program, the United Smw carnot 
chose nor to exert politicai influence. Regiu&ess of US. inteat, the 
~vor;lme, content, and adiminislxatiorn of US. aid %-Ill iin some measure 
foltifv or undermine the distribution of political power and affect 

fbntent of political pressures and the extent of pdidcal p d G -  
ptioa. Deliberate intervention, thesefore, is not an dternative to SO 

;ltervenlion; it is an alternative to Erradveflenit htmen~oas, wjgdich 
may be adverse. 

The tmdibonal American antipathy for interwention is ohen kid& 
to a cWerent pint: &at to i m p e  U.S. or Westem Euro 

- 
B! 

tutions and procedures on developkg countries is wither feasible 
nor deskable. Those who advocate stronger p&ticd develqment 
efforts usually are well aware of the need u, adap Western forms aod 
to develop essentially new institutions in response to different nadod 
ckmstances and politid cmjltu~s. They do not have in 
carbon copies of US. or British khm~om. But as noted 

particdar1y equiq and broadened gaQliticd p 

and development of civil Iikdes. These priodies renay be quite a p  

istmtive competence and capacity $0 ma dvia pace, oa national 
integration, or some other aspect of gorlitid dwe10pment may take 
priority. h y  direct or indkect gmotion of p&ficd detoe10pment 
should be based 0x1 a far more careful assessment than the U.S- Gov- 
ernment now attempts of hdividud countriesT pEticd deVeI1opment 
wends, prospects9 and priorities, 

Asswnhg such analysis were awilable, what are the chmces &at 
foreign aid could redlv influence political dewe1opment? No one 
really knows mig& be accomphhe& became 
has yet k e n  made. lit is slew *at the two m 
our own ignorance and host cotm~ntq smitivitj-- 
for a cautious and eexperirnental approach, rather 

axding risk, however, Ir should be noted &a% p&Gcd ~ ~ P T ~ ~ Q ~ P ~ o ~ ~ B L P ~  a 
activities do not haw to be identified as such. Momvery not 

country- %+%en US. go& coincide v&h the Bast 
the topic is nor extremely touchy, fairly open comultgtim d ecog 
emion may be possible. for e le, there may be m 
in strengthening l governLent insdmdom or gmmohg mgi 



integration- Fmally, if an it is pobably 
some risk, The United States bas 

believes there is a reasamble chance Qlil Wueneiag h a t  
action. 

Nonetheless7 doubts abol;t the prudence, lem&1tiwv adl 
ateness of political development leffarts 
action in tths realm. Does the De 
interest in pol id4 de 
developing corntries 

sis centers on c m ~ t  events 
than a yeat or 18 months is 
analysis focuses on other @omtrier' a@rn~s towmd rbe 
States and their positions on fosip policy issue of 
United Staks, rather khan on a~faaada and an& 
intend piiticd dme1opmea Them b 

policies with healthy poli~cd euolufion E 
focus on brag-rszn prob~ern sb: pogfid dm 
implications fox concrete U.S, 

qukd to report M o m a ~ o n  

relations, xo encourage mde 
and perhaps rn have 
In a country. But no one 
action or inaction of 
in tbat country five or ten yeam earla. 

Propads for More Tigemam Politid DcveBoprnemt 

Concern that inadequate atteation is being given 10 the and 
potential hpacx af aid on 
the foreign aid p r o C ~ .  
mi- A.I.D. and Congressioad cxi 
hrensSed. la au 
addressing an zn codmnm on 
the Uni~e;rsi?cq. of P e m y l v e q  
insfi~tiom and support for brmdend 
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portant aspects of A.I.D.3 goals. He s u g d  that mare vigorous 
and imaginative efforts might be needed, 

kPuring 1965 and ea!y 1966, Representahz Donald Fxaser 
(Democrat, Minnesota), a rhougbtful and coashUip1g advocate of 
greater attention to political deho-t, kcuBated in 
Washington a paper on the prob1em and felt A-1-D. 
should play. Fraser defined pogiticd development in of Ccfos~er- 
ing, stimulating and guidance of fundmena -id structures aad 
behaviors that make effective self-gove 
an analogy between current A.I.D. g 
mating economic growth and providing assistance 
security threats, and parents who see to their children3 physical 
security and nutridon but fail to guide and supprt their ~ o ~ o ~  
arrd social maturation. Fmer argued that m e  reason for ~teglc t  of 
the major fore@ pGcy objective of goiificd development was lack 
of a focal point within the U.5. Govet at where respsgilsib08Jty 
for and operational competence in pol.itid development was con- 
centratd He did aot believe. that &e Dep 
take on &,is assipnea~; in Itis judgment, the 
beyond the provision of broad policy @dtB;ins> was to "deal v&h. 
existing guvemeats and provide reports aml andj"sis." Me con- 
cluded that the most appropriate existirag agency to assme primary 
respons1bXty for political development was A.1-D.; 

At about the same t h e  a group of 25 Republican m e m b  of 
the House, led by Represmaa~ve Bradford 
Ma~sachusetts]~ were formulating a set of 
prove &e aid probgmn. TWO main &erne adep:ky m a t  of their 

in the developing countries, and more stress m ppdar pdcipiorP 
in and wid* sed benefits from devebpment, The report urged 
that "no government-to-govement aid should be extended to a 
country that shows no inkrest in h01hg ppulm e1ecticdm, =tab- 
Wing broad suflrage, or creating a c i d  service based ar; merit . ,"" 
or to govements where cormption and ineficiencp bloekd p 

More recently, Vice-president Hubert H. H m p h y  
in a speech reportedly screened at both the Wae House a d  the 
State DepartmentG that ''Ow people and leaders [of the United 

4 Congrrsxional Record? July I 3. 1966. pp- 14765- 14767, 
3 Conpr~si~nal Record, 3 8 a ~ h  15. t 966, p. 560 1. 
*; &Ycac Fork Times, November ft 1. 1966. 



States and the Latin American republics] should ccmider gi~kqig tbe 
same attention to political development mat has bern @yea in the: 
past turo decades to economic deveIop,ment" The Vice~Pnsident 
continued: 

Economic and social devet~pmena can help siei5cantly to prowide the 
basis for civic advancement, but it will not ~ ~ 0 1 1 1 k e e  it.. The p Z  and 
prospective inadequacy of economic and sacid P P Q ~ Z S S  argues strongly 
for more conscious action to deeBop golidcd systems &at carp enasbk 
rapidly changing societies to contain and manage expIssiw 

Much of this growing interest io pditid devePopmat 
in a new section in the Foreign Assistance Act of 1966. Ihe Hmse 
Fareign Maim C o d -  r e p a  on the 1966 bio statad: 

There is a close relatiomhip between popular pmidpdm in the pr- 
of development and the eEeetivlenes or" this praxss- . , - F9iBm W emgage 
dl of tf3P avai9abIe humarm resources in the task of devreIapet mt ody 
acts as a brake on economic growr'~b but Jss does little to amre the basic 
c a w s  of wid and political instabiliw which &h~eiat to &e 
gains being achieved on eonomie fronts."* 

Therefore, the 

of Democratic lastitutions in DeveEt~pment.~%e Title 

In c q . i n g  out xhe programs apxthas~zd . . , emphasis &aU be @aced an 
assusing maximurn partidpation In ?he task of deve1spwemtt om &e part of 
the people of the developing counpsi~, rtbrou* a h  em mt Q J ~  
democratic private and Imd govementd iimdmtiom. 

Congress dso ins~rwad the Executive B 

account ". . .the degree to which rhe xdpient country is 
progress toward respect for the rule of law, 
and of the press, and re@okdtion af h e  
freedom, initiative, and private enterprise.'" 

Many of those advocating stronger p&~d developent eE- 
also urge more spxif~c am*m 

sponsor "a new insrirltute ti, k termed 
velopment to carrqz on &ose adxities which the 

dent H u k n  H, H m p h y *  Ope-n h i e  
Dinner* ??a henericw Union, w&h@8aa, D-C-, November I& 19%- 

8 89th Zlonpes, 2d session, Hcrusz Repon No- E 65 1, d m  23, PB& 
Foreign Asis5ance Act of 1966 Sections 102ls)6(2i] and 103ia)(lt), 

mending Sections 201 {b) and 21 31 of the 1968 Act 



and others have called for exchanges of Nor& 
American poiilicians in order to promote @ i G d  d w e m e o k  The 
RqubIicm group advocated3 among other meaaura, the iss&%- 
ance program give higher prioiity to ~aining of so* aad pEitid 
science teachers and p q m a ~ o n  and disaibu~m of texts on w&ea- 

of pliaicai8 den=." wK" Mom 
have suggested oBe 

the need for development of potitid 
p E ? i d  dcveiopmnt, and wnefuded 

Proposals to assist and aaempts to auenee exdsdy p d i G d  
institutions and groups may k labell& the "d a d m  a p w h , "  
Most direct action pro 
in a l e  and &rou~h~ut  b l i n  
have reminded us, if re sf sdd7cih this4 
realm. C2me10t3 &er a, was to have k e n  n ~ t  m a@:~on 
but Government-spomored research into the ca 
stab'ity and instability in e. Aside kom &e maat= of pm&na, 

There 3s much wider scope &OU& ira s 
and g o v e ~ e a ~  agencies to ceaoPaFas oaGond * 

wide and responsible p d c i p a ~ a n  in decision m 
respect for a i d  Ewrties and dcmmmtic pli~d 
al~ough the in r approa@& may ap s ~ ~ w e r ~  it 2% !as 
more flexible, and in rhe long mi probably more pwedd. Bsth 
political sensitivities and our Limited undemmdhg of pdigd 
processes in tbe de~e3.10phg counnis it ad*b1e to 

fO C~a_w~ssio~ad Rui-o~d, March 15, 1966 p. 5643 B-5Ml"- 
1 2  5. P. Hunsingmn, ''Poli~ical kueiapmeat md Politic$ 

PoJt~irs~ Vd, XT731. No. 3. Aprii 1965, g. 429, 
For a 3FluQer discussion af some af &e  prom^ we Robert Packemh, 

'*Forei,gn hid md P o l i h d  - V ~ ~ Q P ~ ~ B ~ ~ P . ~ .  pitper paepawd far a 3 y m m r n  QIIF. 

"TRc Theory and 'Bmaice of Polizial &veiapmewL"" sp~ro~-x4 by i&e BumBB 
Ings Instiiirn&m md held ax A!iislie Hause in Sepccmkr :96. pp- 23-25, 



#om to influence plolitir~'a'J 
slow routes of buildkg i.rstjtutio 
instim~om), qki.g u, inplue 

s re, which in turn will 

more accessible zaad e 
ment than do porttical v-bls per YP. 

I t  is tempting to list 
tively n e e d 9  and 
without rw5~us risk. For 
and other ~ o n n a h n  
assumedl &at the U.5. 
for &h m. &%7~~a9 us&% 
u n d e s ~ & n g  and - l e e  
tiom ion htcmafioa& issues, 
hken, in csopra~oa with I3 
for infond and 
metic s: wwzu 233 

ties to encourage farsighted aod S a m &  

tion could be more s p r r i f i d y  and iaoa-za~v~ely designed to 
tribute 10 pofiticd dieve10pment 

t 

groups or tribes might *be helpfd. 
But intrduc~on of new act iv i~a or 

efforts wouM merely extend 

on selected, dearly d e h d  
specific projects, mar. m,,a 

countsies is to s&eaLrg&ea &e 
should be asking whexher, under 
&is eExx is dahbie,  If it is 
aa3Wg4an  ~ E T  rhe impact. Such qus~~m do wt ero~ge %am 
a projm~~eaaed approach. 

Wbat is n d d  is the h&ducfi~n of a ~ d o m  @ h d  *dw 



comp*a of their priority with &at of other 

rhe aid program as a *ole, id 
to promote economic growth, may be 
long-mn go3ifica.l evo!ution. At a 

p r o m s .  uerea;zt comm 
w3hicH they kampmtd a d d i ~ o d  e1emuz:nts 
deveHopment objectives primarily in 

on the indirect approach, rather 

staff mpn,~bIle for conduekg p E d d  derelqmesat 



GE mid- 1 967, xhere is a three-ma division i w  the waldwi& P d i q  
Planning Oftice as5gned to p f i x i d  
Far East Bureau has a asmall poiitical &vei 
two field misbons have skzi!' m m b ~  m1& 

in Title 1X, A.I.D. will probably 

build up a large st& iin this redme 

effort will h4: I ~ C  draw 
much mom extensive 
of Staxe. The Pepartment*~ Bmau of hea 
and &e Embassy 

immediate pressurn. aal attipuda tcnvwd tBe United States 
than on problems of under1yhg pfi~d rudues m d  
shift some pm of 

s ~ h  QUP ifhe ~ 1 i 4 2 ~  hpak3M~~ of idkiek W @ F ~  fCS 
enrs sf the de 

eovzmm+mt pdicies md + The Iack uh @qs&aaed 
r x m h  and f d u n  to ?ry to awLy the F S ~ B  of h m d  



course a visiow c k k .  Title IX*s greatei~ wn~h6m may turn 
out: to be srimulation of efforts m bridge the gap be* 

lust as we have had to k.zim that pnnno~ng self-$ ng SO*& 
@ run in the lessdeveloped world is a much more wmpIex and loam- 

task than restoring war-ram Euiop= so we haye had to Iearsl that 
the connection between economic p r o ~ e s  aml d m  p W d  
trends is much more taamous in Asia, Africa- a d  Lath 
than in Western Europe. We have barely kwa to explorr rlhe 
and warj in which economic assistancev doag with 
of foreign policy. may be used ta promote p ~ B i G d  b e  
analpis gets mder way and s 
the principles derived from e 
better economic policies may prove a us*.Ful guide- The 

~ O D O & C  ~d8m"j, W- 

extensive and dexailefd 
addressed, often condu 

host govem~at ,  In some cases h e  h d  *mpe~~~ ta refom depe 
partly on U.S. wilsinpss to risk mmc dip10m~c Win and same 

dewlopmcnt ace Likely to be B L Z  & i t ,  !&e 
are relevant* 

Similarly, b e  factors; c ~ n ~ ~ n ~ g  aidns eBwGvenas in earn 
economic refom w2S also limit the impsct of p B i G d  &veBopma 
-eflFsr%+oncem &ax prmwe for ~ f 8 m  may j ather hiLt+ 
pdoriy U.S. objectives, inadqraste undef ikhg  d the d.MBap 
merit process and the mcawes needed for p e d m  lk.ib& a# 

less secure and capable xhe re,gkme, xhe 

a d  are often &e mast semixivc a d  

dishy,  Bur in r~dhns, donors shda@e 

Cc!sTs md ~ n s  of =fa-, ThE3 is  a 




