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TEIE czwmms that form this W e  book were pmmted o r i w  
ss tbe Hilhn Root Lectures at the Council on Foreign Relations 
in May 1gB3. The three lc?ctums expanded into fonr chapters, but 
tHe has d e d  ~ b ~ ~ y  m b g d  I am grate 
fut to the &- of the Comd who gave me this 0-v 
a n d t o t h e m e m ~ w h o w e r e k i n d e n o u ~ t o l e n d ~ ~ l e t h e i r  
&entiua. The b k  was written at &s Center for btersaaiod 
iSkirs3 Haward Universityt created in 1958 to foster a d m d  
study of basic world problem by s c h o ~  from various disciphes 
and senior &cers Prom many cuu1ntrie.s. And I humbly pay my 
respects to that great American stateman whose name adorns 
this series. 

EDWARD S. MASON 
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of foreign policy b p k  
with the interests af the aid- 

b e G ~ 6  *& On bhXMX?* &b 
bnt for the f e i g n  aid 

" iatmS mm a 

M&g up a separate aid adminishs~ow @y, 
it Bows fnrm a desire to strengtheon the United Nations and 

and security. Aid from tbe larger mmtries is p%dd- 
tly bilateral, indeed, wemheImbgBly so. Well ova & per cent 

of the total Bow of aid from the developed to tbe less &we'%toped 
worH ia xc& was bilateral. In the case of the two largest aid 
c~~~trihtors, the united states and France, the geogaphid 
distxihtiion of aid suggests a primary interest in mutual sear i tv .  
But 35 is dear that., in this ac'tivity as e h h a e ,  Frme and tie 
United States do not espouse p r d d y  tbe same lgxli:erpr&tioa 
of mutual security- American ssktance hm&teIy &a the 
war was c h e I d  prdo-nelgr to Westem Emope. The Fat 
East and later South Ash and the Middle East then came to the 
fore. Recently, the emphis has to Latin iksle3Pica. FF& 



in Congress for t b ~  aid prqrapll. But tends to 
a a w e i g h ~ t ~ i n t h i s f i l a a s i n s o m a n y o & ~ * b d i n  

one assesses the barl%nce9 a d d a ~ o n  of aid 

g mntries. 
As an hstmmmt of foreign policy, however9 aid is a useless 

tool d e s s  it am be assumed that there is a strong axmnunity of 
interest between the aid-giving and aiderediving muantsiies. As 

and ather interests of the &a- 
dbmih- 

to detect the Werw from an aid pro- 
ts of the aid-receivers. If military 

assistance is hvohd, there is pre-bIv 4 s strong mutuality af 
security interests. Ib aid t&es the form of economic deveB~pmmt 
a.s&*w9 can a mutwd.iv of interest alsa be aiimmd3 

The interest of the aid-receiving country in mnomic dwelop- 
meat asktanr[le presumably requires no demo-gion, But what 
interests of the a ida-g  a m n ~ w  ate served in provide 



are ob-p certain commercial con- 
sideaztkms, bat for tbe main aid-giving corntries these are of 

If the inaterests d these wuntz-ies are thought to 
be because tihe h d  of a world iZ1 which the 

seose, to be a more seaue world tban 
largely stagrmant or can advance 

vagae stat-t of obj&es 
4 h a d ,  abe p h W  jdcai&n of aid is a subject that lends 
itself to rehtively d ~ g l e s s  but u d p  rewm&g prmm- 

is h s t  cmnp1dely Iacbg 
mrreet. I bave attempted to discuss tbe 

would have to say that the 
hetmen dmeIto~]oent asshnce and 

ent and between eanomic development: and 
is a vary W y  dtfvatd  

t contribution to tbe peace 
h o w d a W  
gtomaketotbisend, 

bHi@ ecmomic assistace h i s  fim 
n o n - C m d  com- in 1* 

e But one xeacEmm za 

countries, it would not amount 
n. It seems probable that d m  

~ ~ ~ w h i c h w e w w h a v e ~ ~  



~ b d n o t b e a b l e t o ~ ~ a s i @ ~ 8 g t ~  
per capita incomes. One possible c m s e q u m ~ d  indeed a 

rather Be1y ccmquaw in some countries-may be a m e t  
toward the kiad of atltwmtic gwemment deemed capabk of 
wminging &OM? a reluctant d & ~  tha s d c e s  needed to make 
god a shdd.! 9f f e i g n  aid. On the wbfe, this type typeof politid 

*e1y to M e r  our i n t m *  If 4?€mmde 
aid is d d d  to be an instrumat of foreign policy, it seems 

a r a t h m d ~ t t o d e a t w i t h s u & a v e r y l a r g e  - 
pbIem. W e  should not be tas ~~ &erefore if the r d t s  
are smmw!ht coxnznemte with the effort expended 

The 60 per cent of the total e a m d e  aid effort tbat represents 
tg, va mwb~ti0~1 is ap~m*t+ pmp~011~d €0 

of total n a & d  incomes of the aid-giving countries. As a per- 
. 

centage of n a t i ~ d  income, a number of countries in fact e d  
the US, coatributioaa, aad the con~bution of Fnmbe is more 

strong jwtikaaion for a U.S. boqkint of bqmtable 

6 part of 8 mutud security p r o p  whose h c b g  in- 
du'kes military assistaace and d m d c  defense expen&-=, the 
pietare dmnges. US. defense expmk%'tares are approximately 
three times the sum of the eqm&twes of all &her NATO 
mmtriesj d we fioance the greater part of overseas military 
assistaace. The 'United States, in discussions of Imrdm-shg9 
d d  like to eodder foreign ecanmnic amdstance as part of r 
totd mtlltd security program. But not dZ1 countries view eco- 
nomic dmeHqment assistance in this light, and there are obvium 
W e r a m  of opinion as to what the requirements of m u W  
secutitydyare.HencetheM s d  in Chapter 3, 
of reaching agreement on an equitable of the feign aid 
hd. 

M&ebu@a U.S. foreign aid is pdmhajndy b there is 
me area d the less wmld where we have e m w e d  
cm a re for Propss9 clhxs~d In 
tChpter q, is now only two years old and i s  o&rjim]ty 



a€! diimdm. The! 
d the -tUiame w d d  appu 

dm19$ in Latin heria a mdtiktteral 
ing m e w b t  sfmilar fun&- to those of the Org-W fur 
European Coopatiion d d g  the period of the 
Mim Ud~thiscanbea~~~theAniaecsfor 



m u  
ENT OF 

N POLICY 

H- 
f 
I a  wvz we to consider foreign aid as an instramat of foreign . 

( policyP 5.t seem appropriate to ask at tbe outset what is aid; what 
~ d o f a n h ~ e n t i s i t ;  andwhatmaru~aofpoIicyis it 
designed to save? It is obvious fmm the oonfusion attendant on 

%< 
5- 

the cumeat aid debate, a co-on. that appears to deepen every 
spxhg as May gives way to June and C Q I P ~ O ~  hearings an 
the a n n d  aid bill  pro^^, that there is  sub^^ doubt ia the 
pablic mind over why we are doing what we are doing and what 
we exped to get out of it. Everyme agrees that what this debate 
most needs L a clear atmat of our aid objectives. I am not 
able to pretend tbat ym are about to be given snch a statement,. 
bnt perhaps some of the k"~?Hevmt elements can be c M d  

Fmm the beginning the discussions about the objectives of 
foreign aid have ~uetmted between two poles. On the one sicla 
are th~se who regard aid as a relatively disinterested attempt to "$ 

j assist the poor ooun4ries of the world toward txxm&c detelup- 4 
6 --y mat .  On the other are those who consider that the only pssib~e"7 ;I, 

jdcat ion of aid is its contribution, if any, to the s&ty d t 
tbe United States. This dismmian goes back at least as far as " 
the M m M  PIan. Was the M ~ ~ P S W - P ~  a magnificent example 
of Asne15m generdty, or was it a dcu%ated, and successfnl 
attempt to stem c o - m  hmgh the ecommic and pofiticaX 
rehabilitation of Western Emope? In general the stoutest de 
f d m  of the aid program are those who believe that economic 



deveIopxmt ashtame is and & d d  be tbe primsry objective. 
It seems pmbbie that the pubEc opinion pb wbich regularly 
s h  a majority of those palled in favor of aid, regardless of its 
mpopdarity in Congress, are heavily ~ u m d  by the home- 

and hme-~~)un American view that we ought to do some 
help am nei&brs. &tics t e d  to be those 

w h o s e e d ~ a s t h e s &  
t with foreign aid. But even 

datkdy disinterest& ecmmm.i~ assistance 
that politid develapments in the receiving mmtrh 

s h d d  tsditi011 the gow of aid. And even tbse eredid'  
who emphasize s e a d y  recognize g e n e d y  that seaa i ty  in 
these days is a mutual d-ah requiring a co&dmtim of tbe 
divergat interests of other muntries in both the deveBoped and 
the undadmef.pSa world. ~ ~ ~ s q ' t z e j g ~ y ~  it may be that tbe gap 
b&wm these -0 p0k 0f 0]h)h$~n aS wide aS C Q - ~ Y  

s u p s d *  
Let me dwefop somewbat hdher some of the mgf.exities of 

aid considered as an element of mutual s d t y  policy versus aid 
ais an element of economic ~~ W f m  as foreign 
a i d f s d d t o b e a p a r t o f a  s e c d ~  program, 
questions arise c o x n c ~ g  the 0th ants, the size and 
character of their contributicbns, maad the manner in which thqr 
conceive of seadty. In 1961,86 pea cent of all foreign aid was 
&ended bikaedy. Of this bilateral aid, 98 per cent came from 
the members of the De~elupment AssMaace Committee of the 
Chgankafm'm of E " Cooperation and Dwe"E~pment plus 
Atstzdia and New . Most of these countries are joined 
with the United States in various military pacts. If we consider 
tEse question of equitable sharing of the aid E,~arden, a matter that 
will concern us in Chapter 5 it makes a good dad of dSexeme 
wh&w we treat eco;lodc aid as separable or inseparable from 
&e area m~ud smsitv. ~f it i s  >nseparatb~e, &en econo~c 
aid to 0th- eolmtriees b & e  part of a totd package of domestic 
defense expenditures, d m i l i t a r y  assistance9 and econodc develop 
ment assistanceC. The whole exe~ciw of burden-sharing is put an 



8 aBd if, is true, the United S b t e  bears mole 
tban wits &zem Oe tbe domestic defense expm&bes, there is a 
strong argument that Western Empe shot& bear a latger p& 
of the M a  of x3ditary and economic assbtance to 0 t h  cum- 
tr ies*~ donotwkh togo into the merits oftbis argument here 
b n t ~ ~ y t o p i n t o u t t h a t  if aidis considered~olelyas an 
insbumat of security, aM policy tends to become an important 
aspe~eofonrr&~withoutW~mEumpean~s~ 

I f , 0 8 t h e ~ e ~ ~ w e t b i n l r o f a i d p ~ y a s e c o M K D i c  
dwd~]~bment assirtance, ma&w m g e  of problems comes into 

is,inaneway 
or 6 &-Fa 
%iK?&&rence whetha the amistmee takes tbe fonn d mi& 
aid a aid, or whether the lmdizrg is to covm tb;? I& ., 

anre~cg  axnpnearat or only the fareign &change component. , 

Important pEcy questions are invo~vd here, but essentidy ail 
aid Sua*rr*r.-- Masists -Ir.-r rrvsxr in~vidding r^r ,>r r A-----d=---.*.w%%>*sr* b m w d  access .A to . ,-llm>*, iii=a=~ 
ody one way of pnmihg tBis access, and &e general 1 4  of aid 
that needs to be f d  to support a given r& of developma ' 

ds on the trade earnings of underdevefo@ cuuntriesj and r 
hence on the m o r r c a l  policies of deveXopd countries, on the 
aeoepthrity of mddme1oped countries to pnivate investment, 
and on a nmnhr of other matters. W e  shall have cwasim to 
exambe same of the reh%E'ms of trade aad aid in Chapter 3 and 
some of the reEatiorps between aid and private bvestmmt in 
Chapter 4. Here I wish d y  to emphasize that aid amidtzd as 
exxmdc heIIoprnat assistance is inevitably amnectd with a 

. n m b  af otherpolicies &ecting the foreign-exchange available 
to derdmel+ countries. 

But whether we e m p b  mutual s d t y  or developmept 
assktme as the c%je&ve of aid, there is a sine qucr - of an)r 
senn%le pro-, ie*, ab%tyty p f _ t b , , r s g ,  .cQg~ptry -.-. to 
make ---,,.,-.-- effective ~ ~ ? & ~ ~ ~ - ~ ~ d . g d f  OX, whatever , 

policies, dw,rwl~ , .~ . . ;~+~uaw. ,a  A<-.- 
~ a t i ~ e ~ ~ ~ p c ~  ', " .' .+. 

es - 7C , .  wji&out - ' e r  .,.* which <,,- ; 

never more ih a :: 
.c._m_"'--+- 



of domestie meso- av&bIe for defense or developat 
a bm-oa The main &ort mnst t x r e  from the 

a2b-g wrtmtry, aad in the absence of tBe win ur the ca- 
to d e  this &mt3 aid may merely replace the d m d c  

that dgha otherwise 'be available; it may me+ malte 
@ex: the Bight d d m M c  capital from the corntry in qn-; 
it may postpone the initiation of n 
h a d  m-; a it may end up pockets of a corrupt 

cy. It is a suspa"ci~n-md in some cases more than a 
~ k b n - & f  aid may have pduced one or more of these 
d t s  that has soured many people on the aid programe It foIIows 
that an aqtabfe rationale fur foreign aid must concern itself. / .  

not ody with ends but with the oon&tiom mila which these ! 
Y 

whatever they may be, may expect to be s a W d .  

So ~ C S Z  for p m b d e .  Let us now turn back to tbe questions 
asW at the outset meemzing the meaning of afd aad the nature 
ofthe afd hstn.sm%gt* agat aid is not easv to d&, and still less 

J 

e a s ~  to measure is h&atd by the e x p d a e  t ~ e  ~ 4 1 0 ~  
meat AssSmw Committee (D.A.C.) in Pads. After wrestling with 
the problem for several ~ ~ s ,  the Committee gave up the 
attempt an8 W\K contents itself with an estimate of the total flaw 
of long-term finamid resources to developing countries. In 
thir flow added up to the ather impressive Ggute of $8.7 bilkion, 
Of ~ h i c h  n d y  $6 barn WaS p ~ b h  and $2.75 bW0xlt @vat6 
transfers. But private foreign investment has never been con- 
sidered aid, however much % may caapZE%uae to econamic de- 
velqmmt, and the publie flows represent a very mixed bag. 
Thqr include such it- as tea-year IQW repayable in hatd 
~esaclies at seven per cent interest3 POL. & shipments valued 
at world market p*ees, an8 consolidah credits which involve 



1 - 
C 

-: a o h d n m  . MI these may have some title to be d e d  
- ,, aid., but, if so, some aid is more "aid-liken than others. 

,.-.-'We might as a first appmxhation adt'ance the pmposition that 
.a 

: aid means a transfer of r m m  fnnn the government or citizars 
of one corntry a those of another on terns that, from the point 
of view of the receivers, are &er tban mdd be obtained on 

- the capital mark* This wodd exdude foreign private investment 
and suppliers' credit d m  the tmns on which these flows were 
d e  &&!able were s o f i d  by reason of govesnment schemes 
-a-g reppent  or in other ways absorb'ig part of the 
risk I t  would inch.de, of come, in the private flows, grants, soft 
loans, and tedmid assktance from ~OU&~QI~S, chmdes, adl 
other ckiaxitable institutions. Such a dehition would incinde 
most of the Bow of funds from gwements and international 
pubk i.nstitart50n.s. - 

Even so, there i s  a gat difference in the burden b p e d  on 
donor counties by a p t  req-g no repayment of principal 
or hierest and a ten-year hardemency loan at seven per cent. 
Attempts have been made to take account of differaces in tenns 
by co6vertbg loans to a grant eqIrivdenk. It is easy to do this 
given a scMde of repayments of principal and interest and an 
appropriate rate of discount. Thus a DeyeIopment Loan Fund 
forty-year loan at threequarters per cent interest witk a ten-year 
p c e  period has a $rant equivdmh of $73 per $la, of loan if we 
use a seven per cent discount rate. By the same token, a ten-ye  
loan at seven per cent has a grant equivdent of appx~xiimady 
zm.  

It might be interesting to consider what the application of such 
a fom& does to the rehtive position of the va150w D*A.C. 
member countries as mntributors of foreign aid. Oddiy emu& 
it d d t  do much to improve the position of the Uaaitd States. 
If we take the un-tmtd b i t 4  flow of funds: in 1961 as a 
percentage of gross national product, Portugal sutprises by QC- 

cupying the &st position with 2.59 per cent of G.N.P. France 
comes next with ~ $ 8  per cent of G.N.P., and the United States is 
a relatively poor thkd with o . ~  per cent. Applying the fom& 



maves Pomgd fmm &st to third place, and the United States 
from third to second But Francs remains far out ia h t  with 
R-68 p r  cent d G.N.P. in p a + ? t @ d ~ t  ai4 the U S  
amtxib'uttioan is 0.65 per cent1 

.hbe application d such a fumrula may be to tidy 
to take acc~mt of a mmtber of considerstuns that 

~ t h e d u e O f a i d t o t h e r e e e f i g ~ ~ e ~ ~ W h a t d o a a n e  
do, for i?xample, with PL. q8o sM-ts3 In the calA6m of 
the ;8aganhtion for I3ccmdc ChoperaZion and Deve10pmt 
they are v d a d  at world market pSrces. But if we try to estimate 
the d u e  to the U d t d  States of shipments ob s@CU%-d sut. 
pleses, we w d  b ~ b , l y  &e at a substantially mder 
amaunt. S u p  all current US. w n m e r c i a l  exports of 
agidltural products were offard for commercial sale. The 
paices we d d  receive fot wheat, wtt:Onl and other products 
n m  in surplus would cIIm3y be s u b ~ ~ y  less than world 
m k e a  prices. W e  might consider these lower prices an a p  
px~xiznatiion of the "cost" to as of qpEying the less developed 
wmld with P.L. & s'fiiprnents, or w e  might attempt to refine the 
d y s i s  further. But whatever was done to the ddatians, we 
may be sure that any economic vduation w d d  produce a figure 
sub-my less than the world market price. 

So d f o r t h e  value of aidfromthe Geypoint oftfie aid- 
giving countries. If we consider the value of aid fnrm the point of 
view of the receiving eauntries, mother set of msideratilons are 

cmngBe the q~estiion of aid-tying. The Ad- 
thst close to 843 per cent of an U.S. aid wil l  

soon be tied to US. exports. Other countries do not usually 
adopt snch fd t>ing procedures as the United States, but it, 
is interesting to obeme that it is extremely rare for a European- 
hd project in the underdeve10$ world to yk1d business 

1 In 1962 the United States, whicb had 58 per cent of the total 
~ O S S  w i d  d u c t  of all D.A.C. comtries, COLZWBUM 63.6 per: B cent of the ai transferred by these countries. France, with 7.z p a  
mt of G.N.P., ~0n5ributedt. ~3.2 per cent. Poagd, with 0.3 per cent 
of GsN.P.* mn%iSuW 0.8 per cent. 



h r  -a or 
member €?txmMa are on untied gssbce,  

we may take it for panted, I thinlr, that to tbe edmt it is prad- 
~eMetodos~alrwst~aidis~edaid.~ofcourse,isane 
rea~ae why aid fkquendy ffids domestic support in what a b -  
 wise t seean to be dikefy quartersC But whtwex ths, 
r- for aid-tying, h e  is w doubt tbat it reduces the average 
vdue of the aid d u b  to the recipients* It is ih3idt to estimate 
the amount of this ae$%u&uny d the impact of tying win 
o h i d y  vary greatly Inrm country to m~ratry+~ but World Bank 
expaitma? on competitive bidding for generatingy i n i % d s  and 
tmnspo-~on qniprneni h&ica ts  that there are large tMkmn(3es 
in p m m e n a  costs amcmg mMs.  

Mbtions on tbe receiving countries' choke d shipping is 
another form of tying. Amelriaan ships carrying a i d - b d  eom- 
zwdities receive hi@t rates as high as three times the open- 
market rates. To the extent that US. aid sbipmerzt m 
US. ships9 tbe value of the aid d o h  is definte1y r d u d  Nor 
afe these d the cmsiderations that wodd need to be taken into 
account to mke: at a fair appraisal of the v h  of aid to receiving 
countries. F m h  -askknc&? goes ovemhehgIy to oouatries in 
the franc pme, d so d c h l  are the prices of both exports to 
and imp& fnnn that zone that it is cWEdt  mded to esthnate 
the cmptiitive value of French eommaty  assistance. 

It is impssib1e9 as I have suggested, to find a form& that 
would take d these elements into awmt mi? rdnw the t d  
flow of f u n d s  to a paat equiva1mt in dollars the recipient cam- 
tries are free to spend where they choose. But f might hazard the 
guess that if t codd be done, it would boil the nearly $g billion 
in total Bow of f u n d s  from the developed to the mderdeve10md 
world to ;a Gpre in the range of $2 6a1lion to $3 billion. TI& is 
wt, of mmse, to say that this reduced sum represents the net 
value to the receiving countries of the BOW of capJtaZ from the 
d e v e l o ~  world. In any kind of comercbl transaction both 
sides are expected to gain, and underdeweIo@ countries may 
gain more> d o h  for d c k 2  from private investment which has 



=J=mstoP hawever, ~ b t  such s e h o ~ e  qnestims 
as the aid to recipieats and the d u e  af 
the b d m  to tfie &d and talk a h t  the c h & a -  
ma of the U.S. atd cy izlsmment The to* 
of U.SS ~~CXB~IL- 

a c t i ~ ~  m d  by &be foreign aLd bin. 
i3?may %6& x3abn ta 

Ekpxt-hport B d  develop 
theBankisbynommalarp- 

txmcem. The Bank also on d o n  b r q & d  to d e  

, the U d t d  Arab Republic for example, 
Peace Corps is a rapidly 

thungh it is not a pd&1y 
very dosely *.ad 
Pesce Qp expects to 

e in the field by the a d  of 1- a d  13,000 by 
b e a d o f  ag6+OndontheTr- Depmmga ink ,  
fhe act as a mb'butor to stab-w . W d y  mitid 
fareign ~~~ have a way of ending up la the White H o w  



pmblena3 there an d 
Treasrvy F d .  Some unkind 

tothesantbof~~thepbaveaway 
of m g  with -g rqpkiiy.  Finally, we must indtlde 
m tbe bmd context of US. aid programs rn conhibutfo12~ to 
ht-6d agd- .  In the i iscd year I* appmp*~ians for 
this P T  m ~ t d  to $374 of which $150 

in the foreign aid bill while the rest repmsmted 
contributions to intemti9n.d agencies or special 

appqeaom such as for the Congo. 
M o f d t e s e f l m o f ~ 8 a f ~ d B i ~ , d d p ~  

are outside the activities @overed by the foreign aid bill. In fiscal 
year 19% appropriations d e r  the sid bin were $%goo mi&- 
of which 0x335  million was e m m r k d  for the military assistma 

m for m o d e  assisbnm. With 
Wd 
program of MI) in ftscal epproaehd $3 billion. E we ex- 
clude mpp*g z?i&smlcb! and Phe mthgmcy fund which, ss 
eq1- below, properly &'Bong with military assistances and 
add P*L. @-o shipments at world market prices:, expenditures for 
the Peace Corps, net lending by the ExpofiIImp.rt Bank for 
devel~prnmt~ and contributions to international agencies engaged 
in dwe19-t lending and techid  assistance, we arrive st a 
U.S. ix&,mmic aid program that ewrently totals about $4 binion 
a year. 

The nrajur aIbeations in the existing AIlD program apart from 
miMary assistance are develupment loans, develvmmt grants, 
supprtbg asme, the contingency fund, and con~%uem 
to the SociaP fiug.ess Trust Fund s ~ e r ~  by the htm- 
&nerkan hefopmeat Bank THe principal justification of sap 
porting as&=- is to permit @XmrlHe ww reeeivin1g n-likiw 
aid to divert a larger part of their resources to military buildup. 
Most of tbis as-- plus same substantid part of the cantin- 
gency fund, therefore, mast be considered primarily as military 
aid. DweIopmmt grants which total aboat $370 million this fhd 



asisknce. 'Fbge ranaias a p  
for deve3tupnmit loans aad $170 d i o r p  

Fmd. me latter is used in Eatin 
hpct progpms snch as houshs 

ed-gox), and M&. 
As ~ n e  s u r ~ e y ~  this -hat ~ 3 p m ~ h g  0 '  

senmt.501~ suggest tibmse17fm. In the &st pIace3 da%lou&h dl 
these sonaces of fun& have some title to be d e d  foreign aid, 
&marealsosh.ang htmsb to be propitiated. This 

of a @ d d  szup]E~ses and in 
the EkzmSng of US. eports, but it also pmeates 
of tbe W pmgmm. Seconay, one is struck by the 
t&W%msin*&aid-bareqdtobe 
Were it is expected to help in repding a-d or pot 
vadlers, &em it is used to shore up a gwement considered to 
be better, fnrm our paint of view, than available dtematives. In 
dne p b  it is ased to prevent a conntry from becoming exas- 
&eBy ilqmdmt on trade. with or aid h a C k m m d  country, @i. 
and k~ a&er mnntxies it is used for deveHopment ssbst- , fF 
ace. (We shall return to this mdtipkciity of objectives p~haenTEy* A" I@ &&& ;t, F W y 2  one is impressed by the &lEdty of m3)1&g these cMer* LV \ f i  erb agencies, M ~ ~ ,  ~t~~ and sources af fun& into a set , L: 
of ixsfmm-6 tbat can be d efiE&vely to promote any type $;+ 

of policy. This is a problem abroad wheret however, considable 
progress has been made over the last few years in Wding up, 
under the mbmdor9 country teams representing the politid, 
~ C ~ I Q ~ G ~  n&bry9 and inhrzna~od elemeats of U.S. p b q .  
It is a moth wne difGcult problem in Washington. It is a 
probfem compEaed by the fact that, on the one hand, 
aid pmgrams in any particulkr country need to be coordinated 
wit& &e activities sf: other coaxn%ries and i n t e m ~ d  instia~tions 
a88, an the &her, by the fact tbat C O Q ~ ~ ~ S  in enacting aid 
legislation ~ ~ 9 ~ g I B y - ~ d  s o m e a e  for good re&s.om-aB& 
Wbtims and con&tions that must be observed in the a* 
h ~ o n  of the aid program. One concI~50srI relevant for foreign 
policy, emerges from all this. Whatever kind of policy ioxeigi\ 

I 

I I 

I 



ed to saveI of the instmmmb a d b l e  ane 
b l g r  to be subtles flexible, and amv&ent tmis adapted to 

use and rapid maneuver. There hes to be m e  kind al: ' aia maws siowb ma- 4 not subject to h g e  in n- 
~ 0 ~ ~ ~ ~ ~ a n s l a l a w s .  

m e  ofaidssapficyinstnnnentwith-d 
&m to abe set of activities embraced within the h ~ i p  aid 
biu I am p a r t i d y  cmamd with some of the relations 
beenmilitaryandecoaOmic assistance, b e e n  capital trans- 
fers an8 t l d m i d  tlsisbmmt and b m  b & t d  &it d e -  
had ai& (I postpane to the last chapter s &sassion of tbs 
rehthm between the public and private sectors in aid progpaxns*) 

Military aod eamomis aaktanee o~ousBy compete for US, 
re sour re^ adable #ah foreign aid Ia many corntries the qaestim 
whetha U.S. interests are rebetter s m d  by &- resources 
from d t a r y  to eoonomic we or vice versa is conthudy 
review. But militam and economic dwelopmeaat program in a 

' m m q  c;e l3sudy to some extent also compPm- 
d kqumdy can be made more so. Fd-reI the 
of g&g out of the mli* z&sdsbnw bainess 
stmtidy on whether ~no;maic deve1agmmt is such es to permit 
recipient mmtries to asstme a larger share of their own militsry 
burden. Consequently, it is a matter of importance to consider 
briefly these relationships. 

The p a t  bdk of ~~ asdstanm fiours to nine cormfiles on 
tbe periphery of the Communist war1d. Apart from &we anm- 
Ma, most of the remainder is dmad for the h a m m ~ e  of 
rights to air or com&a~om bases or for the trabhg of troops 
in various parks of the world. The ~ ~ d l e n t ' s  Committee to 
Strengthen the Security of the Free World (hm&a d d  the 
Clay Committee) thought that military w%tance a ~ r o p ~ ~  
might be reduced to $1 billion within three years* Secretary 
McNamara considers this to be inpss%bIe More x@, even if 
all goes well. Beyond this, a further reduction, d depend not 
only on the military situation, pd&ly in Asia, 'but also upan 



lPOtR 33xeMng tas&bnmw 
shan af tHe W m .  
&d& a larger share of the b d e n  ob7ai- 
an the mte 0f ofeconomic dexdopment they an 

* - b q - r a t e d d b e b d i f s o m e  
%a& ddc 4 keign, naw put to mi&wy 

ase were divertd to p d a d v e  use. Thns, even on straight 
the question emerges both in the recipieant 

UGtd Sea- ~ h * p e r  it lbeww to ~ ~ ~ b *  
- 

term apdties, or to do the reversed Ohl ls fy ,  in i certain&= 
stioas there is no choice. In Viet-Nam the danger is ixmmsBa& 
and reaL In other 42m3nHms b W & v a 3  the competi~on between 
mW ckwe~qment and military Md=ap creates an im- 

set of pIiic"s7 issue for these mm~es as wen as far 
the United States. 

C o d -  the present sitnation in India. Tbe Indian gw-t 
has been d d & g  doubling its m%twy expm&itnres. This 
wouldmeanmincreasefrommghly$800&onayearto 
EOtl$@y $H,&Q &CRl Or, kt other terms, he"plf!ZW3 b t b r e ~  - - 
p e r r c e n t o f ~ ~ d ~ ~ t o s i x p e r c e n t . ~ t t h i s m i g h t d o  
to hcWs ~ w ~ I Q P ~ F s ~ ~  program is suggested by tbe fact that 
I n k  savings available: fur development have Been naming at 
about eight to nine per cent of natigld incomeP But this is a 
problem not ody for . Equipping an &gd and strength- 
ened military force will involve a sizable mi ti on of military 
hadw%~e. The United States and Britain have &eady agreed 
to supply $lu> million in equipment an an emergency basis.-~m 
mnch more win be r q d d  is not yet clear. Nor is the shipment 
of M h d  military items the whole story. If Indian p h  d for 
the WC~~OIEL and eq~pmma of plants far militaf p r o d t h ,  
k e  wilt bevhbly be a heavy foreign exchange component. If 
fie United States is asked to mp~$y a substantial part of this 
foreGgn exchange m p n e n t ,  we do so in addition to out 

large econdc  asdstm@e to India, or will it be at the 
of economic 2ssistmr~e3 R-ably our position as a 



mpporkr of both e a m d  b e l o p a t  and military hddwup 
gives us a of Mu- in bib on tbe dcxatiio~af 
funds between defense and deveIopaxmt. How tbat Muence 
s M d  be us& an hp-t poky i.ssue foz tbe U*d 
Stat;. 

&mgh has s a i d t o k d i ~ e t h a t ~ t a r y ~ c e a n d  
ex30-c dmlqmmnt compete to a Artaia extent for 
for&@ aid funds* urn* xditary t3s&bne wins mt i this 

~xxma* wdwtiion of economic needs. But in the receiving 
and ecowmic ik&Skmc& can also be m q I e  

mentary. It is obdoaks, that mrlitary roads and bridges can also 
m e  civfbn needs9 d it is possible, with fore&oughs~, that 
they might h serve them better. It is also obvious that economic 
development may in certain ways increase i m m d t e  as well as 
potential military apaciajes. But the possibilities are much larger 
&an that. 
In -y af the amntries to which we exted foreign aid the 

anny is the best org-~orr in the country and frequently one 
of the most fomard-I[mhg. Zn my oum ~ ~ c e ~  thoS is con- 
S H ) ~ O U S ~ ~  so in Pakcistan. It is a good organization in the sense 
that it attracts some of the best elements im the society and gives 
tbem a sense of W p b e p  esprit de c q x  and public service; it 
tdu?~ boys off the farm and gives them an elementary 
education, a knowBedge of English, and frequently some exprim 
m ~ i n t h e n s e d t o o l s . T h e a n n y i n t h e s e c o ~ n ~ e s i s ~ y m  
important amtri%ubr of literate and sd-smd persome1 to 
the rest of the economy, and it could be made into a much more 
effective training center with a little thought and &or~t;. F d e r -  
more, there are possibilitks of uskg the managerial skills of anmy 
&cers, prti&fy engineers, in supemking surplus mzulgower 
in the con-&on of various types of public works. ObGmIy, 
there are limits to the eHma the army can be used as an engine 
of economic deve~opmmt without injuring its capacity as s fight- 
ing force, but % is my impression that these M t s  are Usuany far 



I 

some distance to go. In short, I 
there are compIemmtary as w d  

relation of &taq to ~ n d c  

assisbee is n o d y  by dwelopment grants. Given 
elementary precautionss there is substanWy less danger of 
failureO in tbe sense of a deznomble waste af re50mces, in 
project and w d t y  aid than in t e c h i d  assistance. A prof* 
ect am be and should be c a d d y  surveyed, and its pdoriv 
establish& More a &-ma is made. Commodity aid is 
p r m b l y  tailored to a development pmgrm that d e s  sense 
to AID people in the fieid and in Washington. Fxdmmure, proj- 
ect and @ommodi@ aid Can be 8dXlXh&erd by far f e ~ a  pe0@ 
pec ddlar spent than techicaI assbtanw. The great majority d 
overseas pmnnelb in AID mis in tecWd assist- 
ance, and b B r s  such as The Ugly have cor~ditiontd us 
to shudder at what can kippen so many and such con- 
qhw Amenrim I7mmhg around in tbe field. 

I There is, however, another side to the story .  If the &&s of 
&dh,zre are greater in t e c h i d  assistance than in capital projects, 
the pos~ibilities of smashg successes are also greater. We Bave 
all heard stories of & e v e  xa&wia-di(ca.$iion programs at the 

I 
t 
I cost of a few cents per capita per year and of a@dturaB advice 
I that has yield& three blades of grass where one grew before. 

%me Of these stories are true* It now seems probable that tbe 
wata-resources project in the westem desert may add a few 
hnadred tho-d acres of h d  irrigated from rmewa'bEe under- 

mtm supplies to E ~ Q ' s  BghtenhgQly small stoclr. The 



~ c e o n t h i s p j e c t h a s ' h e e n ~ ~ f r o m t h e  
g. If the ultimate r d t s  approach wbat currently seems 

possible, the pmfitability of this exercise in teebnkd asdsbnce 
d d  be d&d anly m astmnodd figures. I have no doubt 
h t % - ~ @ I k a b z r H m ~ b e ~ ~ & e s t 3 1 ~ d f a 3 u r e s d  
t8chnid a m c e ,  the average r d t  w d  be strongly positive. 
But the fdmt3~0 are fiq1um.t enough and sometimes 1ugjjJ~ous 
ex~mg4 to provide a fairly contirow flow of good copy. In the 
field of weapns develiOP&ent we are dcienPPy inured to fail- 
ures i n t e ~ n d  among the successes to s h g  off the f o m .  
Our attitude toward t e c h i d  assismce in not so sophisticated 
Yet the rrew and the & o m  is probably as large an element 
in the one area as it is in the other. 
The chance ciE fdure3 and a few e m p l e ~  of palpable failure3 

no doubt account for changing attitudes and an -iaa(rea~ing am- 
bivalence t m d  t~~~ ass-- as an hstmmemt of foreign 
aid and of foreign policy. In tHe &ave new worIdn of Resident 
T m ' s  Point Four, dl thiop s e d  possible. Ttdmid assist- 
ance was going to Iift the unddeveIqd world by its boo&Wtp~ 
witbut the need for large c80m of capital* When these bpes 
were &sappinfed, there appeared on the scene the ecom~ 
m- bma&hg their sayings ratios and capitd-apt 
&&enis. They p x 8 c d d  to demonstrate that all thst w a ~  
needed to increase per capita income by 1: per cent per a 3 ~ u n a  
was a savings ratio of y, plus enough foreign exchange to p e e  
doanestic savings to be eEwtive1ly invested. These experts too are 
now summvh~ less vocal, and it i s  coming to be recognized 
&at there are more in ~ C O ~ O ~ C  d&e10pmmt than are 

have been laumhg somethg 'ah t  the art. hoangg &a things 
thqr bave Ieamed that mn-hdon on a few projects is better 
than attempting to *ye111 tbe mxatry with many; that if tecbnid 
skills are to be effdvely trdemedl ,  it is a question of years not 
months; that phe dernomgion by one farmer to his neighhs 
&at a new yields restilts is M a  tban talking 



about the technique te a hundred h r s .  There am many other 
things learned and stdl to be learned, and the waole exptzdmce 
in technical d - e  of the gm-ent, fuunda~ons, rand other 
oagmizagx'iom nee% to be d p d  and the proper lessons &awn 

I therefrom. Enough is ww kwwq howeverS to m&e it clear 
that tecbid ~~~, properly used, is an effective tool of 
eamomic dmeIqment and deserves a place dongside capital I and commdty aid as an instrument of foreign policy. 

i W d  over ninety per cent of US. aid is ~ m t l c y  b h t d  in- 
I 
t 

I I 

voMng neg~thtions primdy between the US. government a d  
I the gmemment of a recipient wmtry. The remainder consists of 
, oontributions to the Intemtiod Bank for R e c ~ i ~ ~ c t B i o f l  and 

Development (Id.RD.), the Internatid Monetary 7wd 
(E.M.F.), the International Development Assochtion, the hamC 
American heI<g~)nzma Bank, snd of regular and special con- 
tr%ua30as to a krge number of United Nations entities. In tbis 
abanectim the question naturally arises whether, if foreign aid 
is to be comihrd an bstmmmt of foreign poky, dl allthe tools 
of the h d e  should not be in U.S. h d s ?  The answer is qaite 
deirlhy TVo." Rather, the question in any sitnation in which there 
is a choice between 'bilateral or mdtihted action is how US. 
hvofvement can be most e~ective. 

Then? seem to me to be at kast three circum~ces that favor 
mdtihited engagement First, a sitmti~n may also be politically 
so sensitive that action by the United Stata is out of the question. 
A char exmtple is the Congo. I do not want to mgae the Congo 
question at this juncture. But it seems obviopzs that if the United 
States had decided to go it dune, it w d d  have cost very much 
more; the r d t s  h i d e  the Congo would have been pmbHm.- 
atid; and the results outside the Congo in the fom of attitudes 
and actions of suzmmhg African countries and of the oppor- 
tunity thereby given to others to fish in these murky waters wodd 
not have been at atl pro5Eern~~ttid. 

S m d y ,  it is fiquently the case that pressure, to alter policies 
and practices W a d  to *'bhtion and d e v e 1 v m t  can be 
brought much more &dvelly by an intematiod insti~~ticm 



m & ~ m 9  and they were in a psition, therefore2 to pcsrtain 
of these conditions stick Since the m & ~ o m  were hvomHe to 

d y  an hpmnt of the subject of foreign aid as an 

s ided at f d e r  length in 
waly, nnderc*h 

device can an eEeMve way of reducing the US. share of . 

the foreign aid burden. Since 3 is d ~ o a d  p-y t~ 
the m b j e  of bwdm-sWg, &nit mweV here to B few 
~ g w e 5 .  ~n X ~ S I  the U.S. contxib~on to tbe ;&.I fiow of pubk 
Img-term harr~a resour- to the underdeyelaped world was 
slightly in excess of 60 per cent. (If P.L. & shipments were ex- 
cluded, the pentage wontd be substantially less than this.) Oh 
tbe other hand, the US* contribution to international dweBopneret 
agencies is a much &er permbge. To most o%ckf U.N. agen- , " 

cies, including the Bank and the Fund, it is around 30 per cent. 
, "  

Our share in i.B.R;D. is 285 per cent and in the I.M.F, 27-4 per 
cent. To the XntematimaP ~i~e110~330.ae Asso6ati.011, it bas been 
about 40 per cent. To the Inter-Am&= Dme8,opnnent Bank, it 4 

is abut 42 per cent. Insofar as these immenh can be used for 
i 
'I 

purposes in whieh U.S. interests go h d  in hand with those of 



ed, one of the advaa- 

d US. foreign goliqv. One 
redO Jf W.S. ccmbdhtions rise 

much above 40 pep of btal contributions, US. ~ ~ c e  

there is concern 

foreign policy- now to a acmsidesatirn of the pur- 
poses to whicE\ ma)r be pllt. 



OF A ONA 

1 laEm by the ward rCmai~nde" in Ulis h ~ t e r ~ s  Mle a Jtata 
1. 

ment of en&, mi% Of means appropriate to the attainment of 6- 
endst r~ar@ciently permasive to secure continuing support fmm 
Congress and the voting public. I emphasize Congress, and the 
voting public though the fmulation of an aid pmgram 

of course, be u n d e d a  by the acbnmtm tion. It is highly 
pf0babIe that a forceiid Resident wfao believes strongly in 
fareign aid can muster more support than a weak hdat who 
does not But Presidents come and go, and if foreign aid is to 
~~e as an essential element of our foreign policy, &ere must 
be continuing support behind it. 

Political support from eakin quarters can be had for the ask- 
ing. Farmers who want to dispose of agricultural sqlusest msmu- 
hctmers who are given relatif~ely easy access to various fore@ 
markets &rough the tying of aid, c 0 d M g  firms who do a large 
bwhes wrth AIB, and exp1.%ers who enjoy gumanted credits 
c a n b e ~ d t o s u ~ a t l e a s t ~ ~ p a r t s o f d e s i d p r o -  
gram. But there must be more &an this. And the more will nut 
be f & h g  unless a majority of the public and of Congress is 
~ 0 3 3 h d  that foreign aid is a meful and hgortxmt element of 
foreign policye 
To say that a foreign aid program will not be continuo+ 

snpported unless important interests of the United States are seen 

26 



s/-m AID: m saEARm OF A HAmONm 

to be SnvoIvd is not tD b y  that a humane concern for the 
of other people hap a]so bad s 

r *  H-- as at sno 
P ~ S P ~  di? h the ~ & Q X B  0f hdh6dp~d 
whether nada private or public auspices, in the mddeve1Lloped 
areas of the world. It reqnkes a certain amount of missionary 
spirit for a man to settle d m  in a pfhitive Ghanian or Indian 
&ge to teach the ~ocal farmers how to impme their agricztfttm 
practices even though that man is on the govemnmt payo& 
The activities of American fixmdati011~ and of religious and char- 
itabJle Wa in providing t8chn$d assistame in mderdeveIop3 
areas has been coqimons. The reaction to the Peace Corps 
among tbe partkipants and the genezal pubtic has kdicatd a 
large resm0iz of disinterested concern for the well-being of 
others. There is no dmbf &a these sentiments a .  reflected in 
su%,stanM sopport for a foreign aid program without reg& to 
national interestss It seems probable, ~conseg~ently~ &at an aid 
p r o p  of some magnitude would be supprtd on relativefy 
disinterested grounds- Indeed, if a relaxation of oold war tensions 
made pssErb1e a sbbIe reduction m military eqmditmes, this 
grogam might be substantial. 

whine reaqpbhg the hpo-nw of these sentiments, haw- 
ever, it is bpossibIe for m e  who has watched the manmvcm 
and has listened to the politid debate tbat year &er year pre 

the enactment of the foreign aid bill to a d  the 00ncIdo~ 
that the predto&mt consideta.6ions have to do with the s&ty 
0f &e U ~ Z ~  sfate. The fCW&@ aid PrOFaXn f0Rd8td  d 
promoted in an acim&&raave and pHitid setting that is not 
very amenable to h d m  wnsidemticm. The agencies of 

Yl"ht3 next few upon Chapter i of my bookp 
P x d n g  E m  The United Sfam a d  SuIltRm 
Asia (Ckmont, 1955) and on my mtribaion, "Competitive Co- 

1 
I &ace and Emo& Devekrpment in Asia," to the hem 

Assably v u h e  I f i t m o d  SW&y rmd Progress (New Yolk, , 
1 
I ~9571. 



gwemment reqmmibfe for the prngmms have m d y  to jnstify 
them Wore a C m g e s s  con- witb desntonstratiag to its 
constituents that their imtexests are being sewed. An adxrainb 
tratim mabZe to show tbat taxes levied in support of h i p  I I 

aid bave m e  fdy direct r&tEon to the ~ B O ~ C  interests of 
politid groups or to the dcty of the state will have 

di@de in mtiming these p r o p m s ~ d ,  probBIy, contintt- 
ing in v. Pr-bly this is the reason why tbe Prddmt, 
who, tn his bu@ Address nsed fine words to the effect that 
we favor foreign aid b a s e  it is the &right thing to doFm as Con- 
gp-essioraaH hearkip m the aid bill approache&, appointed an ad- 
t.iSory group with the rather pretentious title of Committee: to 
Sbmgthen the S&v of the. Free World. 
It~necessarytolabathis~jiatb~useincertain~m 

&ere appear to be expectations that a sizable htemaonal pro- 
of asismce can be estaHis~+ed witbout regard to the 1 

ea~n& and security interests of the cmtributbg countriies. 
Two d e n t  E-ra ~ x r o m ~ s ,  for example9 Cnnnar Mydd. 
and Jan T b k g a  envision aid as a Itwmtieth-century extensim 
in tae intenw~ond sphere of those pdcipIles of the welfare 
state that &e last hundred years have dtnessed in tbe domestic 
sphere? M y d d  presents this argument in a set of proposi~ox1s: 

That in the ehtegratedt, international society of tbe West there has 
been taking place aver dte last century, hge1y because of a revolution 
in m o d  ideas, a redistribution of income and an equalization of op- 
portunity* The effect has been that most citizens have asquhed a sense 
of prkiei.pti~~ in their smiety  that has krgely ebinated tbe signB- 
canoe of earlier class s&ugk%Oes. 
That an *integratedm internatid society acquires a similar re- 

distn'bation of wed& and income and of economic opportunity be-. 
4xonda of the west ma 

the underdeveHopd areas 05kL 

2Gmaar Myxiid, An I r r t m l o M L  Ec-9: Prublemr and P m  
(New Y O T ~  1956), Jan Tinkgm* Shaping the World Ecolzomy; 

Sugg&W for tm lnten*&imaal E m m i c  P~licy (New Y& z-). 



S / F W ~  AID: M !sl%i%R= OF A R A r n O N ~  

Thattbereipmxh~W&Yi~~ofaspreadaftheideassadVBZU~ 
to bning this abut, 

WJ&wt gu&Wg tbe change in moral &leas m-er the last 
century on what mnstitutes a "jusr &stribdon of home and 
ecaradc ~ H W ) M ~ ~  it is to r-k that such re& 
tribution as took place was p a y  facilitated by tbe shift in 
p o & ~ d  power made possible by tbe of d-~c 
practices and ~ ~ ~ 0 1 1 s .  On the interm scene there is asr 
yet no political structure 6f$lin waich a power fmm tbe 
7imvesm and the %ve riots" tan -take pkce, 
T k i e ~ @ b a s b e e n a g o o d d d ~ f ~ ~ f t l h r ~ t y ~ ~ f t h e  

mraf obligation of ricb countries to contribute at least m e  per 
cent of mtiond h a m e  to tha ewnomic development of poor 
mmfxies. Indeed, in a number of Westem European mmMes 
such a conhibntian has been set f~rtht as a g d  by leading polipi- 
c%l . As a matter of fact, L we consider aay flow of public 
long-term h i a l  resmmes as aid, certain mantries bave already 
a d d  h t  target As I pointed out in the first chapter9 
Portugd's long-term public investment in ~~$51 a m m t d  to 2.6 
per cent of national income. But zhis outBow was almost entirely 
on m m m d  or close to mmmcizaa term and was concentrated 
on PmtugSs overseas possesions. That h ~ ~ ~ n  consider- 
ations explain this generosity is d~uMut  The flow of public 
b& from Fmce zmomtedt to nwIy two per cent of nation4 
income. Mthough a large proportion of this flow is in the form of 
grants and soft loans, it goes overwheagly to the former 
French c6Io~es in Africa and the objectives appear to be pre- 
dominantly politid. French participation in mdtilateral financial. 
arrangements elsewhere in the world is marginal and an close 

Apthaugh German ;aii& hcIuding repmations payments, ap- 
proaches one per cent of national income, the average terms 
continue to be rehti~eIy bard. Excluding reparations, grants 
amounted to anly nine to ten per cent of the total flow of bilateral 
aid; and loans tupidy carry interest rates varying from &re 



per cent to dose to C O ~ ~ C : M  figcues. Recently some softening 
of these terms has been obsentab16.e. From the g e o p p k d  dis- 
pzsion and the types of projects favored5 it w d  appear that 
c o ~ e r t : ~  cmwidmGm play s relatively important role in the 
German aid p r v .  

The flaw of pubE5c f u n d s  fnnn the United Kingdom in 
f d  substantiany short of one per cent, and her loan tenas until 
mxmdy were relatively hard-the gavement bo-g rate 
plus a managma charge. Rather more tlhan half of British aid, 
~ O W W ~ &  rh tbe f0rm of gm, and h 1- e d d 0 ~ 1  of 
grace and repapent periods bas s u b ~ ~ y  rcjduoed the effec- 
tive interest rate on development loans. B & t d  aid, few 
~ x C @ O X ~ S ~  goeS tbe c016I3b a d  20 m€dXl% 0f the a-rn 
w d & ?  
The public wntribUa3ion of the United States, if P.L. q80 ship 

mmts are included, has run close to one per csnt of G & i d  
income in rmmt years, and a lage &action of these cozltributions 
has taken the form of grants or soft loans. There is no reasan to 
mppse that the huxllanitarian influence in the US. aid prognrm 
bas not been as important as in other countries, which is to say 
not neglgibBle, cak&dyB bnt also not prdo-L The US. aid 
program is a reflection of world-wide r 
&ex World War PI, and both the size and geopphid &ectim 
of aid suggests its p0kith.I character. 
If aid were in fact pp"dohdly  motivated. by a disinterested 

d e e  to promote the economic d ~ e 1 v ~ a k  of poorer countries, 
there might be less d.ifE@UHty in arriving at a ~811se111.s~; on the 
appropriate volnme and eqaiitabIe sharing of the aid burden. As 
it is, dSerences in ~ ~ t y  conceptions and divergences of com- 
mercial interests make this a cli@edt exercise, a discusdon of 

3- the attitudes in varhms Erxmm countries tmw4ud aid, see 
W. Fxi* "ha&& and Polieier of PIsincipaB Donor Camtries h 
Public Internatiod Developent Fimciag: a Preliminary A p  
praisaY (New York: 1962)~ Mimeo. 

On the British aid program, see Aid to Dmebping Cwtetdet~ 
(hdon*  Cmd. 2147, ~963). 



~BscbWmcancerna~inthenextdtaapam. it may become 
p&Me art some stage to comLdw aid es a m d  i$b-t of 
rhe d m  state designed to promote aa integrated internationad 
society, tHe &dace suggests that such a stage is not yet. 

IF AID is to be 1codmed as p 1 : d b G y  a politid hstm- 
nentv wbat kind of policy does aid serve3 Let me r e d  oertain 
poiats set out in the fvst chpam. To the extent that foreign sid 
is o%limted tawad a m-d w t y  objectiveI it will be necessary 
to m d d e  other conceptions of security than our own. To ahe 
d e n t  that fa&ga aid L e6~1md with the ~n;gmic develop- 
ment of mdtm3welOpea m M m ,  the rehation b e t w e  aid and 
other mca of foreign excbmge needs to be d d e d .  Aid is 
d e r  certain conditions an dt-we to bade and p&ps not 
dmys the best altemah. It should be &at aid grmst 

r m w  av&bIe in the retxivbg anurtryt either for military 
buildup or for economic development, m d  hence the efficiency 
of aid to serve whatever it is earp&& to save wiIl 
depend on the capabilities in qu&m to mob& 
its own resow=* Finally3 in view of the mmpfexities of cow 
ortha-g the various American aid-giving and irttmmatiod 
agmd-, the possibf~ & ~ q = a  h e w  d am &s, and the 
rehtias between foreign and Saw rmww in LJle aid- 
mceivbg countries, foreign aid is not HceIy to be a subtle and 
flexible izstnmmt adapted to tac t id  use. 

llaxndy there have some highly dtid and, on the 
whole, u d  evaluatbm of foreign aidi from schx018~~1y quartern. 
I refer in partic* to the observations of Hans Margendlhau of 
the University of Chicago and of my colleague, Edward B d d 4  



at l!ikmnL4 Tl.lme point ont: (I) thst a ddevdopd . 
p E t i d  &wxy or politid mtionde of f10rei.p aid is almost am- 
pletely laeking (2) &at fhe e w m d c  dewlopment of mthez 
m q i s  not,from the pint of view of the United Sates an I 
end i itself but must be dated to some significant b e x i -  
htw* and (3) that it by rm Jlleans f0Hows that ecQ& 
dateliopment, even if it can be brought about through the agency 

aid, will serve signisamt US. interests. The MC 
tbe aid pmgnm, according to tbis d y & ,  is tbat 

& denies the "s~~ereignty" of politid interests. 
1 for one, admit the sovereignty of p o U t k s  in questions of 

foreign aid and ask ody what are the poEtid interests we s h d  .- 

a m p t  to During World War I, Cimermau &oawerd "L 

thatwaristooimp~tanaffairtobel&tuthegenerafs.Rans 
Morgmhu has recently cliscovered that foreign aid is too im- 
portant: a matter to be left to the ecmonaists. But, as I read his 
lamed history of tbe rises of politid k b r y  and their possible 
applicatiion to the merit scene9 I find myself wondering whether ,- 

foreign pEey is nut too important to be left to poBtid experts. 
Ke contrasts the politid q W c a ~ o n  of the Soviet. aid pro- . 

gram with the mSvet6 of our own. The classic example of this 
error is the Amezimn rejection d the Afghan request for paving , , 

the streets: of Kabd as ex~noxptidy  sound. It may be maed 
in passing that the Soviet Union, p m h g  a pE.t idy  oxiented 
policy of foreign aid, g a v d  the streets of Gbd, even thou& 
tbat measure had no baring upon the economic deveIqmmt of , 

MghmhtanP5 
Perhaps this was a classic error; I do not know. But to demon- 

4Hans J, MU~~-&SUI~ YBkdace to a PoBticaI Theory of Fure@ri 
Aid," Anwrkazs P&wZ Science fkoieu, June, 3962; rqrietced as 
Chapter 28 of P & t h  in the 20th Century (Chicago, x@g). E h d  
C. Banfield,, "American Foreign Aid DoctrinesZ'' &st 1pubIisIhd in 
Pulblic Policy, Graduate School of Public Administra*q Harvard, 
1961; Later a revised and &ged vmim was published by zhe . 

Amerean Enterprise Institute* Jan. 1963. 
5 P02W in the 20th C W q ,  voL III, p* 261. 



strate it was an error3 it w d  ~ e e m  in-beat on Morgmtka 
to tell as what p B t l d  advantage the Soviet g u v ~ e n t :  got oPrt 
of its p h g  project as against the Asneeam advantage in 
W h g  a hyhlecMc dam. All fhat he says abwt this is tbat 

ce d t s  for iseve& years. 
There is, in fact, continuous pressure to use foreign aid for 

tactical poEW purposes. Mu& of the aid thus used is, in mp 
uphion, wasted. Every iimeri- a m b d o r 9  even the m k -  
dm to tbe Upper Volts, finds it useful to have an aid progrsm 
which he j d e s  on politid gmm&. It d e s  it easier to tallc 
to the minister of h e t  and it promotes good relations with 
other gwmment QB&. It does not follow that the United 
Sham has imp&& interests that need to be sewed in Upper 
V&. Dip1mwts are fiqueafxly w o m d  by voting records in' 
the United Nations and suggest that an increase in aid to thefr 
parti& country w d  hpmve this r m d .  But corma&es 
d y v a t e  in the United Nations in wsys their i n t ~ k ~  what 
thqr consider to be their i n t e r m & e ,  And if this does wt 
pen&% the United States to a c c o ~ & h  its pmpses through the 
United Nations, there are other e b e k .  Some ambassadom, 
having established workable rlehIki,om with a pasti* govm- 
mat* tend to think that the interests of the United States wiU be 
adversely affected if dais gov-ept f d s ,  and they b o m W  
Washingtm with pleas for more aid, lest it in fad fa. I do not 
say that foreign aid cannot and should not be used for h a b  
a d  shortatem politid advantage* But I deny that this is the 
main, or even a very iqmtanc jd~caz ion  for aid. 

One does not bave to recognize hm&te tactical advantage 
as the primary purpose of aid ia order to concede the 0 w e r - d  
primacy of political ends. The principal purpose of foreign aid 
in view L to promote the s d t y  of the Unit& Suss ad, 
insofar as our security is dependent on others3 foreign aid is an 
mm&I part of a mum1 security policy. In certain under- 
developed corntries this requires assistance in tbe form of &- 
tary hardware plus enough e&om~mi~ a s w e e  to gemit these 



amnWes to m~&iIkize %B& aam ~~ for znzkary . . us@. Jik 
the essemtid objecthe of U.S, foreign aid is the sa~pprt 

aF g-b able aad wihg to ~~ &ir M e -  
& -c2xm3& marml* 

of the 
is a clear q r d m  of essentially politid aima The s e v d  
e m n ~ i c  aad military p- a u k W  by tbe Foreign 
b k t m c e  Act are dim&& towad a single goal: To as&t other 
amntrie?s that seek to mabtzdn their hdepdmce and to develop 
into seE-mm*g me-? 

The poBB3ic-d objective is obviolasr in what is d d  the strategic 
ia5s-w p m w  embracing military S S S ~ ~ ~  suppmtbg 
assisbn-, and &e con&gmv fund. The= pro- a-P 
for newly Uf of tbe total ques t  for Rands for foreign aid far 
fiscal year I&, $s,,rgo mi&m of a total of $43525 d k m l  Three 
Qaaams of d t a r y  m- sows to nine calXnMe on the 
~h~of&eSd~UnionandChina,andmostofthere- 
&der is dlixatd t~ i o t m y  training prop- and to expendi- 
iures d & p d  to secure military and comda~m facilities for 
hdm use. Well at- half of the $435 n6Uiu11 requested for 
defense support is designed '*to strengthen the d~ary+xoaorniic 
@Tim of four countries on the hinge of the blocq 
Maw assistance and at least this portion of defense support are 
pmpedy desaibed as 3trategie asisbnwtO a d  are i n s t m a m e  
of the Img-t- swmity 1poBey of the United States. Ghanges in 
thesizeaadcom~tionoftheas~cewiUcomewithc3ztng&~ 
in anr appmisd if tbe strategic situation. Indeed, such a change 
has ocamd in 2 9 b 6 3  with respect to d h y  assistance to 
Indiae But very of this assistance fs devoted to immdhte 
tactical objectives. 



3s 

~esarne&gmotbesaidoftbe of m p a i n g  
asistmct? and of &e uses to wbich the contingency fund may be 
pat Neae we are a m e m d  \rrtith imm*te b&d objectivess 

contribution either to di tar )r  strength w to long-tam 
em&c dmIopmt. These fun& go in general to camtries 

by m o w c  and p&d Wbfiit). (na~om whics 
Vnitd States has a stmtegic iota&), to camtries that are aces- 
&ely d v d m t  on Soviet aid, a d ,  in tbe case of the ccm%gmcy 
ftmd, to meet udor- sitxmti~11~ ia which the security of the 
United States may be hvo1vd. In fiscal year x$xz the major rises 

of the coratbgaacy fund were the suppat of ~ ~ ~ g m ~  
a&vitks m Southeast Asia and the meting of emergency eco- 
nomic needs of p o E ~ ~ y  &embIe oomtries d y  in Latin 
Amaka and the Middle East. 

It is open to question whether &tary assistance and defame 
support are h y s  used with ~ U X Z B  effectiveness. Tbe Clay 
Codttere qn&nd whder in certain Far Eastern cam~es 
we were not stkzprthg l d  form excesive11y Easge for purely 
d d m  purposes and h ~ & e r  mW helping lMk&th f2&lbbb 
ments of little ndi* v h e .  It is dw possible to &tiche certain 
ases to which the c o n ~ g ~ c y  h d  has been mt. One wonders 
~ h e k ,  on masion, udad states Lb-dors 
pressed the case for emergency econo&z: dssjstmee lest the exist- 
ing gov-ent fall, it might not bave been better to Let this 
B a p p  But these are matters of judgment in which sbong 
diffem- of opinion. can be and b v e  been mustered. nere is 
no doubt at all that with respect to that part of the foreign aid 
program desip8td as strategic assistance the objectives are 
essentialzmy p o E t i d  The &ty interests of the United States 
and of tha free world are cleauly involved, and % is this part of 
the program that tends to =a least resistance in Congress. 

l a e n  we tum to wbat is did ec(anoomic development assist- 
anee we enta a Merent realm of k w e .  So far as the Agency 
for Intermatid Development is concerned this hc'zuda ap- 
propriations for &veI~lt!meut grantsp for deveIopmtmt loans, 



k &e A&nce far Progress. Approgrhtiions for these categariies 
€klncmnted tb $1,929 3XliEion in fiscal year 1963 and the a w -  
htim reqoest for fiscal X& totals $2,167 maon. As I attempted 
to make char in the &t chapter, the ALD fun& for econodc 
dmHopm~t do not by any mans aceoat for the total U.S. 
foreign aid pmgmm. It is necessary to add PL. &I shipments 
which, d u d  at world market p&xs, have been mmhg at about 
3a.5 bilEbflt a year; e v & m  fa the Peace Corps whichy in 

to abont $70 &on; net 1 0 s  of the 
development puqmses; and US. contri- 

butions to the h t m ~ b ~ o d  Bank and other U.N. agenciesI Al- 
together the size of that segment of the U.S. foreign aid program 
that might P F O ~ ~ Y  be d d  ~ ~ Q R O ~ C  deve~~pmexpt 
in rg63 was appmximateXy $4 billion* 

It is, k w m 9  d y  AID appmpriatiom that are subject to 
se15ms contrwelhsy- P-L. shipments and Expo~-ImpoIZ Bank 
lams aae closely tied to d o m d c  econos13i.c interests. The Peace 
Corpsisa and generally ppdax~ program. And US. con- 
tzibutkm to the Enterina~ond Bank, to the Internatid De- 
veIvmmk Asso&t30n, and to other UN. agencies concaned 
with economic development o r h d y  meet with Btde Cbngres- 
&0d ~ S f S b l ~ e *  

TBe opposition to AID appropriations for economic develop 
ment assMan- focuses principally on three issues. First, is it 
p i b I e  &rough external ec~nomic assistance to promote a type 
md rate of economic deveIopent in mderdeve310~ areas such 
that h the not-t&nt & b e  the aided couries d b m e  
independent of extend assistance? Or are we, in certain coun- 
tries, engaged in a task of Sysiphus which can never be carried 
&rough to completion and, in others, Ixxause of govementi.4 
iodficiency and corruption, the unflingness of privileged groups 
to d e  necessary social and economic messions, or for 0th 
reasons simply thowing money "down a rat holey 

Second, assuming that extemd assistance can make a necessary 
contribution to seEvsustainhg growth, is this Ee1y to be &- 
campanid by a process of poiitid dwe10pmmt such that, at a 



S / ] F O ~ G N  AID: ZN s33ARm OF A RA?rXONAL;E- 

a country's indqndme of Communist Mpxence is 
y strengthend? Under more favm'bile &-mm, 

likely to b43mme mmbers, in tbe words of the 
AID Program tZ-ui&m W a cormnw~ of free nations 
moprating on matters of mubd coxlm,  basing their politid 
s y s t m  an .consent and pro 
social judkep If the essential rationale of the rttd propm is 
goEticak, what poZiticaaZ mmquemes favorable to the United 
States and to the free world are likely to merge from ecandc 
dwezopmt? 

Third, even if we amme tbat the economic and political oon- 
sequences of economic deve81ognent adstance are favorable to 
the interests of the free work& are we nut bearing too large a 
share of the burden? If PL. shipments at world market 
prices are included the United States acmmts for appro-eely 
60 per cent of the tatd flow of Iong-term public fun& from the 
developd to tfte mderdeveI~ped corntries in the free world. 
Fdemore, the terms on which we mppIy assistance sue 
nutably softer than those of any other country except France. 

A discussion of the problem of "Ibwden s h a g "  will oocupy 
ns in the next chapter; here we are concemd with possible 
ewnomic and politica1 consequences of extemd asdsbmce. 
ObviousIy this is much too kg8 a subject for the compass of this 
slim voHume* F ~ e ~ o r e ,  it needs to be said tEat much too little 
is known about the process of economic deve1oprnent and the 
relation of economic and p o H t i d  developmeat to p e e  fmm 
prmomcements. Aa I can pretend to do is to interpret same of 
the experience of aur Eftm-yar history of fortip economic 
assistance and to oEer a few reflections on the problem of formu- 
lating public policy in an area of great u n ~ ~ t y .  It must be 
r-d, however, that foreign economic assistance is not the 
onty area in which action-ur k&oax-b to be ~ ~ t d e d e n  on 
thg basis of an inadequate howIdge of the consequences. One 

8Agency f a  International X)eve10pma& Pmgrum C u ~ n c e  Mum- 
ucil, Aug. 1, q6z, p. %. 



in foreign assistance 

the a tim 
sitwk~m *h ex- 

ternal asistan- is a nemsszuy and d & m t  condition for eco- 
situa60ns in which it is a necessary bnt 

endobWa1dWarLTp&allthe emen& for recarepy 
and eontinued dwelopment except that of CO-d over fornip 
g x b g e  needed to rq14m-ish their stocks of working capital, to 
repair end replace destroyed prsdguctim facilities, and to make 
it possible to more the fZow of intra-Eur~pem bade? This the 
BtfarsW Plan p r h d d  Most of the undexdweI0pea countries 
mw put f o d  by the Agency for Intanatiod Dwe10panmt 
as Mmccess storiesm belong pretty much in the same category* 
In addition to the Marshdl PIan e%amp]Ies, Ja~an, Spain and 

Lebanon are cited as countries in which tCemn~xnic aid has ended, 
because tbe ;comMes concerned are now able to move ahead on 
their In Spain and Lebmm foreign aid did Tittle mum 
than supply weI@orne quantities of foreign exchange. In Japan 
the American axupation was a c m r n e d  by various MR 
tutiod chges, of which land refom was mdotlbtdy the most 
imprtant. But with or without land refam there is no doubt 
&at. Japm, given Wtid assistance in the form of import h i x a g ,  
was ready for renewed m ~ c  dwe~opment. 

A second gmup of ~ r n t r i e ~  is described as CCap~r~a~hislg self- 
~ g g m ~ a n d t h e d a y w h e n 8 ~ 0 ~ c a s ~ ~ c a n b e  

9% extent of US. bme~~tb in domestic policies to assfst 
e ~ ~ n o m i c  recovery in Westem Eumpe will be ansidezed ia Chap- 
4 in connecpion with a discastion of the AiIiance for F m p .  

lOStatemen8 of David E. Bell, P* Asktame Act of 1963, 
Hearings More the Committee on Foreign, Rdathns, Wnisedt States 
Senate, 88th Gng., wt -, p. 68. 



M W y  nndeMaa by foreign aid is now f i n a n d  by B m i c  
satYbgs, the lTEzr@ svhg5 rata is high, and 
&3W23Xd OV~TW&~ c % ~ T Q I ~ ~  bd%kW=OfL~8JTEl 

goshvia w d d  also have to be add& to the list of counttk in 
which the oodi.93'ons of growth were ptesenf and alE that foreign 
assistance codd and did supply was access to itnc1:eed imports. 

A thW group of countriesj hcBudin8; India3 Pakistan, Turkey, 
Nigeria* and ~dmbh, are d-w as " f 0 n a g  s d  de- 
w1apmenia.I polides a d  madng g d  progress, d&ough thep 
are not yet so c1me to tihe date when aid can be ended." There 
are also a number of comtries-Clde is mentioned as an example 
--in which ow matn concern is with dwelupentd assistame 
bat whexe, &given past perfomame, assMan= mnst be wndi- 
Hone8 an improved pHJFa-ce." Altogether there are some 
thirty countries in which f is said the 'U.S. effort is directed to 
d i d  and lasting ecmomic and social develi~prnent.~ These wun- 



tries: absorb approximately ~ e e - f o ~  of current U.S. ec0lnmn.k 
2ksskbmce** 

Them are seven coun$iesS h d u h g  Korea and VW-Nm, in 
whicLonrp0 interest is dmffJiM as the m h t m w  of 

a n d r a  security with ecansmie deveHopment as a 
long-lnxn god'' F w ,  there are some fortydd mMes to 
which US. aid h b n s e  other codzies, as ia the 
franc zone, are , or because of marginal 
stzategic sil@wws or, possibly, because it is judged that d e  
veXoprnentd are dim. 

A good deal of thought has beeB given in recent years, both 
within and outside the AID, to toe process of wa&c develop- 
meat and how this process s h d d  Muexice the aEmhti01lt of de- 
v e I o p ~ ~  assiskrrce. One result of these cogitatiions bas been 
a certain rnz-wmh- sf assistance in cuunMes in which de- 
vdqment prospects are favorable. A ssraad r d a  bas been a 
dam examination of the oonditom, aver and above the pro- 
visions of foreign exchge, ~ ~ a r y  to deveIopment and of tbe 
extent to which the United States, nsiag w h t w ~  iEximmmb 
ate available, can Muenee aid-rexiving countries to meet these 
con&ai.om. Tbe primary focns of this attentiom has obvS.0~~1y been 
in the tbktydd mm%ries which are the main recipients of d e  
veIopmentd asdstanw. As I have m g b h d  above, the cotm- 
tries that either have moved or are abut to move beyond the 
need for htk aid are, in general, c9unrhes for whom the pro- 
vision of increased access to ~~ is a necessuy and d & m t  
~ i f i t i m  for economic deve31opmnt. The others range from 
colctntries in which such access over a longer period of time may 
be s&cient, to cumtries in which something more than this is 
d a a d ~  requird- 

What is thip amore"? In certain wu11txies it may b the btro- 
duction of policies conducive to monetary ~kabikation~ d a 
vhb1e exchange rate. In others% it may be "seE-.keIpm measures 
designed to haease the contribatiion of local r ~ ~ s  to de- 



d q m - t  In mmq various social dorms indudirrg h d  reform 
may be d d  for. To what extent is it possible an& desirable, 
nsiog ~ h a ~ e r  levwage is pmvidd by foreign ai4 to idurn- 
dm- p o b  in the ikhxtirn of eCOz18Bli~ p & 3  

TO RAEB this question is to introduce the controversial questicm 
af the *stringsm that may or may not be attached to aid, a subject 
on which B lot of n0~1smse has been n m i t t a ~  The demand in 
many mdedeveBopd tmm$.lies is for "massive d witbut 
&rings.'@ But aid is never supplied without cm&tions of same 
sort. The ody questiom worth &cussing are what kind of con- 
&Hm, by whom, and under what &cumstmcw? 

The United States has long ago, after a number of unfo-ate 
e v ~ w 9  given up the attempt to condition aid upon the 
aceep-m of mutual security ob~gbztiom. There remainsf of 
=Se7 the question whder om aid to countries allied in various 
security pacts should be mare gene- than to countria con- 
sidering &-he to be "wnalignedt'? The cunently most d t -  
id situation is presented by India and Pakistan. Despite the k g e  
~ I m e  of m & c  assi%tance now flowkg to India and recent 
and prospective military assistance ~naffibutiions, aid to Pakistan 
on a per capita basis is stiIl a multiple of that proVldd to India. 
Certainly US. aid policy has become more flexible with respect 
to tlhe pollticd attitudes of recipients, but massive aid p a  capits 
stilt goesinthemain to-&& whichare johdwithns in 

Aid amhues to be u d  ia various m W a  with hnxrdhte 
poEW objectives in mind. U.S. pressure surely bad 
ta do with the disappearance of the N~ee governat in  or& 
k to give kther support to the Diem regime in 
Vie-Nm prepxed tfie gnsmd for its ~;v&ow. .There was a 



war when gmelEnrnmM pk"& in 

a m p a n i d  by the tliswvv d a 
greater mtu&ty of bterest than mode aid was wer able to 
invoke In additon to hese an<a dhrer examples a sa~bwW 
mount of U.S. aid, as I have suggested, has the shortIran political 
pqmse of preventing excessive dependence on Soviet so- 
of supply, i d u d g  bebavi~g4 in the United Nations or other 
forumsT or keeping in pmvw gov-t deemed mors Eavmb1e 
to our interest tban feasible dtematives. I have also suggested 
that aid is &qaaentBy not a vexy useful instrument for .these pm- 
posa. Since the Ug$inmte goal of aid is, in my view, e s s ~ ~ j  
goEtid, it is not the poEticaH orientation of these uses of aid that 
I q u a m *  but merely the epprup*Penas, in s a m e  cases, of the 
instmment used in rela"ron to our long-term objectives. 

Here, hmwm, we are primarily concerned with e c m d c  
strings in the provhfon of assistace to those m'~~1tries in which 
we are attempting to promote economic development in the inter- 
es t  of longer term objectives. Many of the CUIE&~~Q~XS &&g the 
nse of aid are Isid d m  by @anpas in the ex~bhg  legislation, 
Some, such as the provision requiring t~~~ and financial 

for fi-dg, are designed to 
e direction of the funds en- 

trusted to them. Others, such as %he section of the Act requiring 
notificaaion to U.S, small business of AID hancid promremat, 
are designed to achieve essentially domestic objectives. A nunab 
of prodions ape intended to prevent aid fnrm going & d y  or 
b&ecdly to p1itiaN-y m c q t a ' b ~ e  mmtries. In the xg6s 
~egishtion a section was sddd-the d d  Hiekdiooper 
~ ~ h ~ a - ~ h i ~ h  r q ~ . & e  the President to stqw~~idt assistance 
to the gm-ement of any country which mtiom&es or expro- 
priates W.S. property without adequate ~ i k ~ m .  ~ a n f  of 
these conditim are intended ta inmeme the &e&veness af 
and none of &a inc%.udiag the KicWmper mmdlmat9 which 
L shaU &cms later, cen be said seriously to impair the usehibs 
of aid to the recipient c ~ ~ .  



Mnch more sigfnsicant is the in-& tyiag of aid to US. 
is a @oniWon bpd by the admrmstra 8 ti- 
grew> though, of mu1tses Congress would 

egislate in this area in defanlt of what it considers to be 
d&ve executive Won. When aid is ~d both to specific pmj- 
eets and to US. proanemf  it is padi&1y z&xi&e. 

-of-pyments sum leaving the miviag cam- 
to & m e  & m ~ 1 d H w  to be p m a d  in 

the United States, i s  considerably less reshictive. Neverihe1ess;, 
despite the fact that less- &e d u e  of: f&e Sd 
d 8 k 3  thae bas been ~ ~ e ?  0 0 q b t  of this type 
of strkkg. 

Arguxmmb appear when economic assistance i s  used as a lever 
to attempt to bring about changes in domestic policies thought 
byaida- C tors or others to be oonducive to deve3topmegnt 
in the recipient country. With respect to US. attempts to tie 
economic string to aid, the receiving countries are distributed 
in a wide spectnmr with India at one end and various 'Latin 
h e r i m  countrim at mother. The American attitude toward 
Indian deve1opment policies and programs has, to date, been 
extm0r"dindy permpermissive. W e  have tended to take the varim 
Five Year Plans and the acxxnqmeg policies as given and to 
mncem ourselves with the problems of providing the rqxairred 
external haneing. I sshaII return presently to Ehe qu&m whether 
we can OP s h d  take s Merent attitude. In Latin AmericaI) on 
the h e r  hand, we have frequently engaged in tough b h a d  
bg-g in an attempt to bring about substantial changes in 
domestic economic policy as a condition of h t h e r  5pssisbnce. I 
shan dismiss some aspects of economic assistance mder the 
Mhnw for Progress in Chapter 4. In between tbe In& and 
Latin American aampHes there are various degrees of permissive 
nes. 

The US. aid administratiup1 has bean wining to accept Indian 
a d  programs without much cavil largely because fhe 

h&n gov-mt: has s h m  i ~ I f  wining to make a serious 
attempt, at com*derabIle sadce ,  to m o b h  the c~ulatry's own 



the phmdng effort has on tbe whole been 
bteEgenf and b u s e  in an economic situation of 

b3at C O ~ ~ Q B  b ~ 8  ri& been h3~3:d On 

gs to pqects tBan to 
&ti8rnj after all, are Mtd to 
aciversdy hvolve policies &ec&g the economy as a whole. 
Fde-6, they are typicdty of a sort that would ammpmy 
my sensible bank loan and 9 u e n d y  haw an a~x~pt~ible 

. Nat-las, conditiom conneed wLth project as&&- 
aaee can, on cmasiora9 extend to more general policy areas. 

Negotiations in 1963 on possible AID h & g  of the prapased 
B o k  steel min in In& is a case in point. ImtestigaaSow by a 
team of experts from US. Steel pronounced the project tech- 
nically p i b l e  but sug&ted that raw mad reserves be M y  
proved before h d  decisions were undertaken. It was props4  
and accepted by Endim negotiators, that not ody the COIH#NCI 

tion but the managanent of the enterprise be in foreign h d s  for 
a cms3marbHe perid of time. It was also suggested that s h e s  
be sold to private investors, whicb the Ir]:&m gwemmeat has 
been loath to do in the case of other public sector enterprises. 
Fhdyr the negotiations s&ousIy dd hto question mang 
aspects. of the Indian gavemenfPs price policy with respect to 
iron and stel. Pa other words it had ken made clear that if 
hancing were to be avdaB1e at al a n l ~ ~ n k  of oonditions 
would have to be met.k3 

1s Since b h ~ o  ( R E T ~ S ~  h g e b  into the debbmafi~m of the Clay 
Cornmi- and s h e  it has been a&vely iEsmsed in Con@&& 
Heahgs, it seems advisable to add a few words on &is subject. There 
is the question whether a public so& enterprise of this size could 
bc expected to perform better or wen than a private-sector eaterw 
prise of similar size in India. (A smaller mteqmhe in the plivate sectcn 
mu1d obably have been msible, given willingness on the part of 8 8! the In 'an g0v-d to o er the same guarantee for a D.LF. loan 
as were contw?p%ated for a public seaole ant.] There is also the 
question whether, given existing ih10gie 2 preaslceptiaci in lndia 



a f ~ a k r g e ~ c s e c * a r l o a a  
on aid a p m t i o g s  i 

k diEdt both in hdia and the Uniied States to heax a sensible 
d & w s h  of the pros and cons d the public-private enterprise isme. 
~ ~ ~ o i t i s ~ d ~ a  tfteanesideht the United S - h *  
hdgn aid prognuns &odd aot attemp: to im 
views on other corn*. But as the &p~rt of ttP"" e ~ k y  " ~ m m t t t t e e  ideolo@d 
put it, somewhat crudely and bluntly, countries whfch w d d  taka 
this [the pub& ente SeJ route &odd I& that while the US. 
win not intervene in Kir to impose its own m m n i c  system, 
thqr too b k  the right to intervene ia onr national podretbook . , rn 

The reaction to bkaro h the W d d  States was d m e d  nut 
only by the fact that this was to be a public settor enterprise, bat also 
by the size of the pmpsed cvmmitment. The foreign az3mge aats 
of the fist phase were &mated at $500 million; and for the a.bole 
pr- spread, it is tn.z% over eight or nine years, the foreign exchange 
cost was estimated at wer 5900 million. AID ccntjndy and wi&out 
question lwds for railway expansion, power plants, port facaacafities, 
irrigation works, and other enterprises in the p~blic sector in India 
and elsewhere- Furthemore, the Export-Import Bank has financed 

ublicly owad steel mills in Chile and Brazil. T h i s  fatter financing, 
{wesrma was on close to commercial tams, and the amounts were a 
ma6k &ra&on of what i s  for B o b .  Ia recent years, U.S. 
ecowmic aid to Indja, ap .I,. 480, has been mnnhg at f- 
$450 to $3~0 &an a year. At l a t  Sn50 minion of thig is'for com- 



partoftheext costs of a set of projects p b  the QCmahte 
xWatms and e q u i r m e n t  

nsin0~ajion.Aprogramis  
mmmdly part of a dewe1vmat p h  tbar ;st,sesses the internal 
anSt a c t e d  h a n d  aad physical ~eq&e3]~en& needed to 
attain oertain g d  and then propses the anm~m of r~~ 

the pHcies aad admmstm 0 1 tive rntxmres designed to mob* 
these mources and gut them to &ective use. O%aasly the 
edema1 r - ~  needed and the eff~titpm~ of tb& emp10~- 
merit will 9 among *r things, on the s a d =  the 
receit~bg is wi&ng to make in m u b u g  its own r e  
s m m s  and on the policies and pm&ces affecthg their use* 

&-qBying cmmea, eoaz-d as thqr are 
wfth the &k&ive use of their own coatn%ution, have a natural 
a d  inter& in tb domestic policies aod pmctiices tbat 
d &ect this use. Questions arise, however* c o n d g  the 
extent to which &is interest ju&s or p d t s  intervention in 
what pmbbably win be regamled as tbe h t e d  afFairs of the 
rm*g C!mmtryC 

If the aiddkpemhg countries were in the position, say, of a 
bgnk interested d y  in the fin an^ prospects of &e enterprise 
and the security of its advances, ecan&tions d d  be imposed and 
the aid either dirpensed or withheld, depending on whether the 
cnn&~m were accep'ed and met Some aiddispensing countries4 

are in appro-tely this positim and limit P$& 
"aid" to projw%-~eending on dose to cmmerc%d terms. me situ- 
ation b g e s ,  however1 when aid takes tBe form of h c b g  the 

hi& visibility whenever aid to h& was * 

The decision has now beem taken to w i f 2 m z ~ k a r o  horn fmtba 
AID cornideration Whatever tb p1iZid repemusions fn In& not 
to have done so wru to risk a Bat Coagressiond prohibitiion. It would 
appear that ideological c~~derat iop~s  me politid facts af life that 
are not to be ignored with. hpmity. 



action% end 
a n d d t y  

=maned)  htezwts. It is ~ ~ b ~ e  with 
mixia dependent an US. aid to make broad 

of '%xhgsn atta&d to exxm&e dwelqment assistace. Never- 
&eBess certain obmatio~bs seem j d d  

First. serious irrmtewentim in the d o m d  affairs of an aid- 
recehg country is not EkeXp to be considered st all unless it h 
clear that without e significant b g e  in po'des aid will be 
unable to make a wntribution to dwd~ment .  Thfs has been 
amsidered to k the situation in a m b r  of Lafin Ammican. 
couatries wheref witbout some type of stabilization prqpm, 
foreign a s s k t m ~  d d  b expected to be Mttered away. Even 
d w  these ckmmbmx a p-d change in poky rust 
beseentobenecessarynotodybytheaid-@~gbntalsobythe 
a i d - m g  countryI There is little room for imposed sduti~ns 
in nego-~m of this soht. 

S m a y ,  it is nsndy much easier to bring a h t  changes in 
~ o ~ M c  poE&a &OU& the p ti^^ of an h a - t l i d  

htemttiod Bank or tbe Monetary Fund 
b&ad  k g w g .  The IMmE has been 

America. The c o ~ t l m a  meetings presided over by the Inter- 
na$'od 33d have come to be the most important forums for 
&ticism of the deveEopmenk d poEcies of krdTa, 
I?*, and other CXWBMS hd in this Tbe tech- 
r&d staff of tbe Bank in prepmticm for these meetings, and 
kquentl~y at tbe urging of cc~rrsmm participants, b been 
moving away fPpm exeBusive concern with the feasibility of 
p d &  projects toward an exmbatiion of practices and policies 
that bear on the eEectiverass of the develkoprnent program as a 
wh01e. 

r m d y j  if the United States, or any other aiddispensing corn- 
try, is to exert i d u a ~  on the domestic policies of an aid-r&vI 



b g  @ouatry3 &&a directly or via an i n a m t b d  agencyI its 
qr-ktiives must have a dear idea, based on car& mdysis, 
of what t wants this country to do. Frqumdy such ideas have 
been lacking. R m d y  An, has given increased attentiion to this 
problem and has attempted to bmdate for some of tbe prino- 
@I s**m*g countries a d d  Long-hge Assistance 
sbfw which vb US. ~ ] E P Q & C ,  pd.itidcal, and -q 
intaests in tbe countries in question, the con&t]iom necessary to 
their a m t  and th! relevant i n m a t  of foreign p o ' .  
But it is a sbategie2 not a tactid instrument k t r  to be effectively 
as* rap&= over tEme a coordinated adaptatiian of extend 
assistance fram all ~~ to a set of domestic plicles capNe 
of mob-g I d  r m e s  and putting tbm to productive use* 
I t  implies external assistance without -gs to corntries whose 
own egorts are serious and promising* But it implies m 
@omtries where "self-help'' measures are deemed inadequate a 
disposition to attach c o n & ~ w  to aid somewhat stronger than 
has been tm&eod in AID poky to date. Snch a stxateg~ will 
necessarily be lhitd by immediate paitid and s d t y  inter- 
ests in certain ~ ~ e s .  But in the areas to wEch our m&i= 
devel~pment asistame m&dy flows a m&y formdated assist- 
ance strategy tactfully applied holds some promise of accelerating 
the atbhment of a situation in which continued aid is m, longer 
a cm&~on of economic gcmth. 

This discussion has been fmd on tbe tkrfy-wme c~untries 
to which our mnomic development mistxmce d y  flows. AU 
of these countries are to be comide~d capable, at same stage, of 
self-sustained growth. %me are in this situation akxtdy,  anand 
others axe on the verge of reaching it. These and a few 0th- 
which are st in  some distance away from this goal are, by and 
kge, countries for which a tempody increased access to im- 
parts and teclmid assistance bas been or is a primary condition 
to the a mimena of self-sustaining growth. This is not to deny 
that institutional changes or changes in domestic policies have 
made a contribution to development in some of thae countriesp 
mn is it to deny that further changes might have d e  an even 
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greater ~oas~bu~rn. But in the countries in question hstitutions, 
poltciq and pm&ices were and are s&cienfl)r oriented t o d  

permit e x t d  asktanmI without much more, to have 
cant&&.mameaintbislistof*da,are 

-Iy b & a p @  by f - ~ f  varykg degrees of serious- 
nes-h self-help measures to put domestic resources to effective 
use. fn smne-prhp Brazil is an exanpl-nodc g r ~ d  
seems 8lmost impervious to dames& xnknwagmnt:. Zn others 
2 is by 00 means imp*-. In all of themj however, external 
ssktance is d e 9 y  to be & d i v e  ~311ess it is accorn+ed by 
dm& h g e l  The abflity of an aid-giving country to condi- 
tion its assistame on tbe acMwement of domestic reforms i s  
shictly Wtd. Nare&eiesst there are ways of Whmcing do- 
mestic policy witbmt attempting a degree of ht~&r~enPim that 
d d  be amsidexed to be intolerable. And udas these atn be 
&dveIly eq10itd there b h d d  a danger that e x t e d  assist- 
ance will &sappea down the proverbid rat hole. 

But, suppasing e x t e d  ss&ta]nce is so used as to bring a h t  
siwht progress tmd the mnomic god of selfe-d 
grow&, what &en3 How are U,S. pobtid and security interestss 
whica are the primary objectives of aid policy, likely to be 
&&d? As suggested earlier in this chapter). the current fornu- 
lation of aid policy would appear to envisage a minimal and a 
maximal objective. The minimal objective can be & a d  as fol- 
laws: "to assist other countries thst seek to maintain their inds 
pendence a d  to develop into self-supporting nations" More 
ambitious aspirations have hquentZy been stated in official 
foreign aid pronou~~~erne;az~, bcIudting that quoted above &am 
the 1963 AID Program Cu&me Bfanual; Lee, to assist in the 
development "of a community of free nations cooperating on 
matters of mutual concern, basing their po%Zid systems on con- 
sent and progressing in economic welfare and s o d a l  justice. Such 
a world offers the best p~~spect of security and peace fw the 
Wstd Skae." 

It is quite possible that such a w~rld would in fact offer the 
best p r o w  of security and peace for the Urnitel States. But it 



from abmd* can be expected neces- 
ns that wiU cooperate @on matters of 

matad concernP politid systems 
social jlS&?eC* I wauM 

suppose that fTee natioas would cooperate with the United States 
to the extent they conceive it is in d e k  hterest to do so and not 
mu& 4. !?Je do not have to look further fhan France to 
cliscmva where coope~cati~aa is nut all that the United States 
wodd  desk^. The Senate Hearings on the Foreign Assistance Act 
of were Pk91 of d a m & ~ w  of Fgencfk ingratitude ad non- 
~ ~ n .  But surely it is better for wr security and the 
s e c v i t y  of the Pree world to have aa independent France than 

on tbe Soviet Union, as appeared quite p & M e  in 
before the M m h d  Pfan. 

r emerging governments in the underdevdopd wozH 
are likely to rq'1:-t po&icd system based on consent is a 
matter of interpretation. Every government needs a minimum of 
consent in order to govern at all. And no gwerament am dis- 
pense with authority, which means that amsent is never complete. 
Inbetweenis aratherwi&spectrum,andf thinkwewoddbe 
well advised not to press our own views of tbe meaning of 
p o K t i d  -=a too far. Already there are a number of one- 
party systems in Latin Armada, Africa and Asia, and over the 
next few years it seems probable &ere will be more. The seme 
thing can be said abut ewnomic welfare aad 3-1 justice. 
These words have Werent meanings in Merent parts of- the 
world, and it is perhaps wise not to be too parochid. In the long 
nm governments will not be able to maintain their jindepdam 

Gmrnunist control d e s s  thqr their people 6& 
dtmative that somehow s e a m  better 
experience in Iraq, Syria, Guinea, Ghana, and in oder parts of the 
world suggests, moreover, tbat in general newly h&pdent 
countries are not pm&1y eager to accept Corn- tute- 
l a p  if alternatives are indeed avzehbHe. 
The relatively firm basis on which a foreign aid p r o p  can 



and &odd be bdt  seem to me to be the demonstrated facts (I) 
&at in at least a large part of the Iess deve1oped world foreign 
aid can maks and has made an d&e contrib"httio13~ to -C 

dweEopment; and (2 )  that most mmtries, developed and under* 
developed9 desperately want to be &dependent of e x t e d  cap. 
trul The link between these two hcts is pmvidd by a proposition 
for which there is substanW evidence, d y  that favorable 
pmspcts for econodc deveBopmmt have sig&=a relevance for 
the ability of cotantries to maintain their independence. In certain 
mntx5es an daematfve to CbmmCst  contra1 mn be mmidered 
ady if actual or innphg attack from Chmnu& centers of 
power can be resisted. This is the sitnation in S0uthi:ast: Asia, and 
foreign aid must necesdy take the farm primarily of military 
a s m m .  In most of the nnderdeve1opd world, how.,wrer, athe 
danger is not SO immediate. IQae the prdiblem essentially is to 
keep open the psdbility, and to encourage the doXdhg, of a 
pmcess of economic and goEtia1 deve~opment that ders  a red 
alternative to C c m m t x h .  
This kind of rationale for a foreign aid program will not please 

dl people. In fact it will ddhiaely disp1we at last two types 
of &ties. To those wbo w d  like to envisage aid as essmWy 
a h- * effort to assist tbe mderdwe1lopRd world without 
regad to political amsideri~ths, it will seem niggardly and WE- 
centered. To those who regard the primsry j~~.~Wcati~n of aid as 
the hinging into being of a group of countries c0Hlmi~d to act 
with the United States and the West, it win seem inadequate. 
But in the world in which we live it is hard for me to envisage 
an dtemtive rationale close enough to the fhe ~ s s & I ~  
and to our own long-range inter- to c contimag 



THE N AID -=% l Y  

A, r mgwea tae hgter  the &e 
issues on which the U- 3. fareign aid prqgram meets 
in Congress and outside, amcem first, fhe question whether we 
have c o n ~ b n t d  or can eontribute notably thxmgjh 
assistance to the ewnomic development of the u n d e ~ d e v e ~ o ~  
w d d ?  Are we not, to coin a phase, p&g 
hole? Second, even if we can and do promote 
ment, what interest of the United States is &emby served? Are 
we &pEy contributing to strength which, if not used against as, 

not be coqimcwIy for us? Third., even if it can be shown 
that ecaomic as~htwce promotes deve10pment and that devdap 
ment brings with it hdep from Communist conm1, if 
not a wihgness to moperate the United States, aren't WB 

paying too k g e  a share of the cost? As the United States con- 
fronts aa kcreashgly serious Wnw-of-papenb probltem witb 
a !aggk * growth rate wMe Western European m5mMesI m&&ed 
by the k m s h d  Plan, have now become highly solvent and 
obviously capable. d doing more, the problem of burden-s-g 
has tended to mwe into the center of ~ s s f a l ~ s  of the foreign 
aid program. 

It was much to the fore in the 

* Certain parts of this beea published under 
the title ''The Equitable Ecsnodc M Bm* 
dens,* in promedings of ~ ~ e ,  b y ,  x * ~ .  



of 

ty obEgaaom md spiced 
rdd. Thus ~ei-  

very m& n t . &  with 

was not wmated in the be@- 
pb-but &@ dev~opments ia 

m d e ~  the ieadekip >f Fmne bave wt b n  re 

MR. BELL. yesF sir, that is m emmting military and ecommiic 
aid togehx over $9 bBoplk. 

Won't you agree that ow experience with France 

xaR Ssu. They have certaidy foHowd policies, Mr. Chairma% 
that we do not agree with [Debt&]. 

TZE C-~N- I, agree with &at. 
ME. BELL. On the other hand, sir, may I say, as I understand, ths 

bsic pmpse for an assistance pmgrm has been and is to assist: other 
countries to establish &emseIlves as i n d ~ n d e n t  and se@-supporthg 
natios~, 

And no one san doubt that, with Marshdl P h  aid, France bas 
h o m e  an independent and self-sfxppaing nation. 

2 Fof&gn &s&ance Ab of 3963, Hearings befose the corn- 
on Foreign Relations, United States Senate, 88th Gong, ist sess., 
p* 5. 

2 Same, p. 84. 



principal AI;D reply to Cm c9ukrgw tbat o h  
are aot doing ektough is to paint to b~~~asihg c o n ~ b u ~ o ~  frcrm 

es fomerEy r w . i n g  U.8, asshk~ce. The  United States 
is a ~ h  h e  in pmxddbg cegiW andl techid assbbme. Be- 
causeofthesuccess~pastaidl s in Ewpe m.d Japan, 
tbese nations now prayide nwae 40 ~ n a  of the total 
~ ~ C O X ~ O ~ C  afd le~~w&a~8l~gedl 
h d  MC P d d  atm!?aHn! $0 &e fact &at in 

recent a number of NKZO countxies kt* been increasing 
abeir Atxibation to their owe defms~, 

D-k has raised && 30  meat i tht, last IC ~~, Cenmanjr 
6 

Ikdy 22 percent, N a m ~ y  & percent. 
that they are rnadng them ina~&9es at a time when their 
d product per capita in many cases is 

an half cf oplrr;, and in pra.&dy w e  is it nwae 

An larndaa~m of 
years on the foreign 

of the F O P r n .  

as rn integral part of mu policy, &d*g $423 main 



har &mgmt Id- on the rises to these: €3qma- 
bput. - 

these 
with countries receiving aid but also with om &es in 

Western Europe aad ebhere  wbo participate in the North 
A h t i c  Txleafy Organization and the Orgbnizatiion for E m d c  

and hdopment  But tibough these interests are 

of intern:@ that cornpBa~es the problem of 
The Clay Committee was mnch exercised by 

geopp- cbtdmticm of American aid are in recogni~m of a 
diversity of interests vis$tvis wr European dlies. The Corn- 
mitteer for e-pHe, r-edd tbat in those areas in Africa in 
which E W Q ~  comt&s have strong continuing inat-* the 
United States should mwmage its European idlies to cany the 
major share of the aid burden. Continuing interest is widend 
by the p i s t a c e  of a pattern of trade and hve&nents by the 
presence in tbese apeas of European bwhesmen and cia serv- 
ants engaged assistance, and by the willingness of the 
m e t r v l e  to sizable quantities of aid. French assistance 
to mmtries in the franc zone of No*w& Mkiea is large, and 
the United JC.ingdm has m d  sizable codtmmb in its 
former wIkonies in Eatit and West A & a , 5  

To a aertain extent tfiis sharing of the burden along geo- 
pphicaf h e s  accentuates the diversity rather tban the muWity 
of interest between the United States and its Westem Ewopan 
&es. Fu&more3 the receivbg countries n o d y  wodd prefer 
to obtain assistance 6.om several sou1pces rather &an be exces- 
sively dependat on one. Pushed to its logicdl hits,  s geo- 
graphid sharing of the aid burden would tend to pe-te 

T h e  allocation af AID 
United States in bitin 

the totai aid, and of the 



e-g spheres of idh- and perhaps meate others that had 
not existed  om. To stxmgthen a mutuality of inter-, the idad 
sdutiun w d d  a p ~  to he a s h ~ g  of the aid burden on a 
w~rld-wide basis with all aid dispersce~s participating in all mas 
in proprtim to their relative capacities+ But thae are other 
di@dtiess apart from historic ties, thae aditate against this soh- 
tion. Japanese and! German reparaticm payments are d y  
considered to be part of aid, and, of wxssity, this flaK i s  
directed toward p~~ countries. For some corntries tbe d- 
h p e s s  to supply aid mdoubted1y springs mainly from the desire 
ta establish. trade wmections, and these seem more promising in 
certain areas &an in others. The shipment of P*L. @ s q 1 u s e s  
natmdly goes to those corntries able to absorb this type of im- 
poh As we saw in the kt chapter, what is usually d e l  aid 
indudes a very mixed bag indeed, and &ere are real difEc&ies 
entireBy apart from the iduezlw of historic com&ans in attain- 
ing equitable bwdm-s-g on a world-wide basis. 
There will be many who see in the recommendations of the 

Glay Committee, a d  the policies nav foBowed by AID both an 
ad&timd recognitioa of the disarray into which our western 
ani- is tending to fatl and some insensitivity to the nahard 
desire of underdeveloped countries to escape horn excessive 
dependence on their fomm colonial mastem. may be same 
truth in both these allegations. On the other band, both Lhe CIay 
Committee and the hinistratiora recognize that there are i 
n m b r  of Akican cumtries where our interests are not likely 
to be sewed by a p r d d a n t  reliance on European assistance. 
In these countries tbe United States must play a major role. 
Nigeria is one of &em- Secondly2 the United States continues to 
press in 0.E.C.D. and elmhere, and with some success, for in- 
&eased European participation in foreign aid in various parts of 
the world Finally9 it may be wen to recognize that there is a 
diversity as well & a mutiality of interest  foreign aid and that 
this diversity is likely to persist. 

Burden-sWg, as suggested she, embraces a much wider 
c0flec:tion of interests than foreign aid. Tbe first postwar e x e r h  



Cemd prhnaaily apJq?*te 
d&- ditures within tbe b e w o r k  of NATO and hsd 
nothing to do with foreign aid to mBerdeveIopd m t r i e s .  It 

d be convdma if we oould separate the sharing of tbe 
aid b d e n  from other of burden-sharbg, hit this 

AIkfantk d i e s  are such that what a country does in me sphere 
of W e n -  dkcts its ability and dkpodtion to s h e  
b d a  in o&mC land it also the tactics used by the 
United States or by other camtries in attempting to secure a 
m a e  equitable ziharbg of the aid burden. C-nay, far example, 
the United States is a sizable supplier of military assistance to 
Greece and T ~ k q *  On the d a c e  it might appear desirable to 
attempt to persuade oor allies to accept a share of this burden* 
h t  it might b beeven more desirable 6 induce tbem to increase 
their domestic ~~ eqa&&es, say for conventional fo~ces, 
or to pmvide a larger measure of ec6node assistance to Southem 
Asia. What they can be persuaded to do in one direction is likely 
to &ect their wi&pess to act in others. Cbnsquently tbe 
shariag of the foxeign aid burden tends to become interrelated 
with other aspects of the total mutual security probJLem. 

Seoondly, as I sngestd in Chapter 2, the foreign aid policies 
of various m M e s  have certain relations with their trade policies. 
A trade policy in Western Europe designed to permit an increase 
in the export earnings of underdevelloped areas may do more to 
assist ecmomitc deveiopment &an a considerable voIurne of 
foreign aid, and, under certain ck-cest it may be more 
fpsibte to put into effect. Cmsquendy the quest.& of haw 
much fareign aid a corntry i s  wiItiag to mderdce tmds to be 
&&edbywhstitisdainginthefieldoftradepicyandby 
what is bekg done to it by the trade policies of others. I want 
to retnm presently to the relation of aid and trade as it 
tbe probIm of burden-sharing, but at this point we need to say 
a word about the character of %a3.rdmn and the meaning of 
equitable sharingC 



Is m a b d m  if I am asked to pay $lo for an &de I want ** -y *b for $10 in the market? The+ answer pre 
is To.= I am free to choose whether to buy it or not; and . 

if I do decide to buy9 it is becaw at that particular t h e  and place 
tbd& war& lwre to me tban $10. Consequently, part- 
ing with $10 is no wa. € k m M  this, h~weva> with the situa- 
~~n iawbichIammLdtopar twi tha few&~ddo l lar sm 
income taxes for which I receive in retnrn a not very eady  
d&d bmdle of gw-ent services. There is no doubt that 
p e g  taxes is regadd as a buden. Indeed, the poor citizen 
gwanhg 'under the tax buden is a fawrite h e  for autodsts 
and vvrikss of d t o ~ s .  

the reason why paying taxes is considered 
parting with money in the m a t h  is not. First, 

g d u e  received with value given up. T&d, there is 
tian that the services of g o v ~ e n t ,  whatever they due 

judged to be worth, are likely to be available to me whether I 
gay my taxes or not. In the market place, tbe nde is 'No tiekee* m, 
shWeeP But in this other reahn, ~ V ~ O D  or avoidance of hxatim, 
if it is p&bIe, does nut necessarily mean a dhhution of senrioes 
reaeiv+m i m p a n t  oonddm~ion in bxi~:den-shdng. 

When we move fram the h&yiW pwc3br or taxpayer to 
en~er of foreign aid, to wbat 

extent and under w b t  ces must we consider foreip 
aid to be at bwdm3 In sider this probI[m at dl, we 
b v e  to envisage government as an entity making choices which 
&ect the interests of the nation as a whole. If the objective af 
foa:&gn aid is &ply and exdwively tbe security of the United 
Stata, one can ask the question, as of any purchase, whether we 

re~ehkg fair Whe; but, 8~~urni~g \Ipe me, fi k ~ @ c u I ~  
see that any burden is iwotved. If, as the Clay Committee sug- 
gests* OW d w  aid itures d o h  for d o h  conWtrute 
more to our security conespondiag expm&&es in our 



ta see that a %wdenk is io- 
for the -!aqptyer as there is 

e x p a h e ,  ,but from tbe 
e g o v e ~ t  as ~ ~ s e n t a t i v e  of the n a t i d  
may be an inapproidate tenn. 

Suppose, howevers that we axsider aid to be a disinterested 
amtrihtim from wedthy coufkkies to prmnote the ec38a1cbdc 
develqmmt of p r e r  anes. There are many who think this 
either is, or A d d  be, the primary purpose of aid. The tcvo 
e?lnhat mentioned in Chapter 2, Conmar 
M W  ewision aid as a twentiethan- 
extendm in the i O t e r n a G d  qjhere of those phciphs of the 
wdfare state &at the last hundred years has witnessed in the 
domestic sphere. There is no do& that undler thae c - m c e s  
aid w d  be consi*dered to be a burden. Perbps it shouldn't be, 
but, we have not yet reached fhat stage-if we ever 60-where the 
nee& of me's neighbors are given the sgme priority as one's o m  
needs. Any transfer of resmes  horn one country to another 
wifbout an equivalent qaid pro guo is cammody mdderd to be 
bmd-e* The more we r d v - r  can be made to appear to 
receive-for our monqr, the less bde-e the mtIayl 

The foregoing -me wmId seem to in&cate eithar that the 
term %mdan is hppmpriately used in wm&m with foreign 
aid expexdttms or that considerab1e doubt exists whether in 
fact we do raceive au adequate pid pro quo for these expen&- 
tures. That the latter wES]idm%ion is amtrokg is suggested by 
the Merace in Congess id  attitude toward domestic defense 
e q x m ~ ~ ,  foreign military assistame, and foreign economic 
assistance. Defense expen&Wes are c u s t o d y  voted with s 
readiness that implies that> in this ares, we h o w  we are getting 
something fcn om money. Military ~ ~ c e  is less &esgively 
supprf:d, but C m g e s s  in genera8 is willing to go dmg with 
a m i k w y  jndpmt that such assistance contributes to U.S. 
security. It is  primarily in the area of wemeas economic assistance 
that serious doubts arise. And these doubts tend to be reinford 
1)f a convictim that we are &kg more "our share? 



This brings us to the qu&on of quibble sharing. Everyone 
taxis are bdm-eI and a great deal of attentian bas 

paid to tbe issue of equity in tamtion. It would have tu be 
said that the Btemtme on this subject has not got much beyond 
the general &OM h s h h  w m d c  S ~ ~ ~ U I W ~  

should bear s M k  tax budens. Ccsnddmb1e are 
en~ipmted in determining when in fact situations ace similar. 
Much greater Wdtia &e encountered in deterxhingwhat 
treatment is equitable when dtuati~ns are dissimilar. The state 
cuts though tbese d B d G m  by the imposition of its an60Hty. 
It is Ieft to govexanent to detmine the level and direon of 
public spending and to assea the burden equitably among the 
-*as taxable units. In a democratic society it can pmbabIy be 
said that the outcome of these deckions represents a mugh con- 
sensus of majority opinionP But fur those who disagree there is 
no r e c s m  except though the ballot box. If % were left to tbe 
taxpayers to agree orn equitable s h ~ g  by open discussion, it is 
doubtful whether tax payments would be large. 

This is, however, the d y  way in which tbe equitable shrhg of 
the aid b n r h  can be achieved. There is no overriding au&&ty 
to bring the discwon to a halt and assess mntfibutions, though 
there are various carrots and &elks that can be and are put to 
use. If &ere is to be even a dim d success in the buden- 
sharing exerciset two conditions need to be fulfi11d. First, there 
must be some mubdity of interest, some recopition of man 
purpose among the potentid contrib~~tors. Second, there must be 
at least a rough con== concerning the meaning of equitable 
sharing. Does this imply equal per capita contribt~tiom; c'ws it 
mean e q d  percentage shares of national income? Should there 
be an element of progression in the assessment; should certain 
countries with low per capita income be exempt? Despite some 
progress, neither one of these con&Zions has been adquate?y 
attained in the bmdexa-sWng operations to date. 

As I pointed out in Chapter 1, discussions of burden-s-g 
rue also plagued by differences of opinion on the meaning of 
foreign aid The Development Assistance Committee found it 
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i i e to arrive at a Minition with which its members a d d  
i 
i I 

aad n m  contents itself with reprthg the annual Bow of 
I 
I ]i~~~g-*m financial resawces to develoghg countries and multi- 
I l a t d  agencies. In e@& this means that any h e i d  transfer 
I wit& s m a m a y  of h e  or more is considered to partake of 

the xAmrt? of aid. H at h g e  in this flaw over &e last 
few y-, tbefigures ireem to indicate a rather satisfactory in- 
crease. The total t rader increased from abut $75 biEon in XJ~U 

in I@Z. Most of this haease was in the form 
which mamted to nearly $6 billion m 

that might be generated by these figures is, 
however, 5 ~ m ~ b a  iI.I'usory. The over-& data for z # i ~  show no 
perceptible change in the flow of public funds. Foreign private 
iavesbnexat d d h d  by about $zoo d o n .  Fuxdemore, certain 
transfers that are d& foreign aid will inevitab1y decline. In 
X@I i hanc id  traders inc1udd 91% d o n  in reparation pay- 
ments, priIn@"pdBy from Germany and Japan. The current fugures 
are dso sommht hhted as the result of codbmts of the 
United Kingdom to former colonies in Ai5ic.a; ahwe are far a 
b i t d  perid. It is therefore not at dl clear that the total Bow 
of long-term resources hum the deve10pxI com~es is d&teIy 
on the hwease. 

There is another side of the picture that in certain  respect^ is 
even mare serious. In some wzderdweEopd conntries whicg are 

recipients1 the ability to service foreign bans 
e cornmereid terms is rapidly approaching a limit 

Foreign service charges ww mount to 17 per cent of ~ndir;'s 
total foreign exchange earnings and is Ue1y to herease to around 
30 per cent in the next five to ten years. The situation in some 
ather countries is as bad or worse. Zf aid cannot be provided on 
softer terms, the transfer of financia resources to these ammfFies, 
bemuse of d i E G j ~ e s  of repayment, is likely to decline rather 
&a increase. Akbougnl there has been a substantid length-g 
of maWt3iies and some decrease h~ interest rates over the last few 
years, these is e gap between the terms no which the 
lhm?d S b a e ~  a t0 pr~vide reSQUZ*Cf?S and of llkO& 0f 



the other fareign aid mppfiers. France is  the only country whose 
average terms approach b e  of tha United States. In the burden- 
sharing exarcbe, tans and conditions reIating to hancid trans- 
fers are at 1- as t as totat quantities. 
So mu& for aid crb fiwsid ~ e r s .  In a broader 

sense, however, &aid mcompes more tban this. The economic 
development of poor cumtries is facilitated by adding to their re- 
sources, p&*dmPy in the form of scarce foreign exchange. Any- 
thing that the rich countries do to augment thae resources has 
some chisn to be considered aid. Or, if we reject this &ension 
d the meaning of aid and insist on a distinction between 
trade and aid, we shod8 recognize policy changes in tbe 
ricb countries designed to enable poor couxa&ies to increase their 
trade earnings have some of the elements of b d a 3 s W g C  

ntstohp*intotheind l l s t r k k d  coupe= of foo& 
and raw materids from the underdevelto~ world obviously les- 
sen foreign exchange earnings. Furthemure, if poor countries are 
to escape from exclusive dependence on raw materials exports, 
they must diversify, and diversification d be @ m y  fa&tated 
by the wi&gness of the advanced countries to move over and 
yield part of their domestic market for light mandactuves. 

A reduction of trade bamiers by the advanced countries does 
not, strictly speaking, mean that a burden is assumed. In the long 
run it presumably means a shift of resmrces from less e@cient to 
more &cimt hes of pradtraction. New Engbdt* in losing its 
textile indnstry, has transferred resources to d e  field of elec- 
tronics which iS more probb1le and more closely adapted to tbe 
comparative advantages of the region. In the lung nm this is 
likely to be true of countries willing to shaze their domestic 
markets with imports fran mderdevdopd countries. But the 
short-run &m$s of this process on empIoyment and profits are 
apt to appear as distinctly bwde~some. And it is d e I y  that 
there can be marked reductions in barriers to imports fram poor 
countries without some concerted action on the part of the ad- 
vanced countries to share this %urden." 



Tbe United States restricts imports of wpper, lead, zinc, oil, 
d d e r  hprtant emers  of foreign exchange fur under- 

COmMes. wes 

by higa excise taxes. 

by their own nationals as against '~pru-cedng 
. If signiscant steps are to Be taken by 

the increase d trade earnings in 

the United States md bhe Elnopw on Market, pr&on 
is made for a &cmsian of a joint reduction of tariffs an exports 
from less developed countries. There: is a certain weasme of 
agreement fhat such reduction should be made without a require 
m a t  that the lss d w e 1 ~ d  countries make reciprd am- 
cessions. But t is ex&meEy thatsuchastepwouidbe 
taken except in concert ?ks is apt to appeax to the advanced 
coluntries as an exercise in burden-S-g, 

The ~ c t e r h t i e s  of a burden me more clearly evident in 
prupo~ -ls to increase fhe foreign exchange earnings of raw ma- 
t~~ exporters through v~~ of c c m n n d ~  agreements* 

out &e t m s  Q# for raw materid exposters 
a3fly w a r m 4  since 19s. And it is further d m n  

f d  of only ten per cent in the average price of 
exports from the mdmd cancel the whole 
effect d aid rendad by tnmsfexs. If foleign exchange 

are to be bolstered by emmts iMng tbe 
xprts at an average I 

on the 5- market, there is no doubt that the importing countries 
are assuming a burden. It is not a tax burden h p s e d  by the 
goveraunmts of the bprihg oouplbbies, but a bwdm borne by 
the c u m e m  of the products in ouestion A and s h e d 9  as mmg 
m m e s ,  in pmpfim to their imporb of &ties d e r  
agreement. It is a complicated quiesti013 whether this is the 'best 



I 

waytodmaidto the  wor14 but &m is no 
~ d O l . 8  tbat this % aid ~8&tZ 

Efwearetocarrytbe this far, we 
might as wen go one step M e r s  Not ody the burden itsiff but 
sbilit~ to carry the barden is dected by the nature. of permissible 
tmdgp&ems Japan's mntffibutiion to aid through hd trarrs- 
fers is almost exdwiively Mted to reparations and capital lend- , 

ing at dose to comerca rates. The Japanese con[~pbin, a d  

sfgpayments ibitatiions hnposd by 
t i~m in W & m  Europe and the U d t d  States against imports . 

from Japant E these restrictions were sofiend, Ja@s ability to 
bear a larger aid burden w d d  be increased* In a remit report 
to the Senate it is pointed out that Western Eu~qem countries . - 

have fewer inhibitions than we do tmd trading with Eastem 
k o p P  They thus improve their bdance-of-payments positin 
and Hence &ek ability to bear the aid b ~ d ~ .  The report goes 
on to suggest the deskbsty of e q a g  the c o m m c a  op- 
poWea for American exporters, ppa~&Iy of a g r i d e  
c o m d G m ,  by Ya\are&g the Iegishtive and executive reshic- 
~ Q X S  On U.S. exports t0 h CWkh C U ~ ~ ~ S .  

We have perhaps said enough to indicate that sharing the bur- 
den of aid embraces a complex set of probZem invoIving nut only 
the amounts, terms, and condkitiom of financial t r d e r ,  but also 
existhg and posibke patterns of international trade as fhey dec t  
the export d g s  of UnderdteveIoged co'u~xtries and the capacity 
of advanced countries to make an aid oontributiooa Having 
broadened the amcept so extensively, 1 now propose to nanw 
it and mncentrate the r e d d e r  of this chapter an the issues that 
have recently fumed the tatter of the debae, 

6 US. C~f lgms~ Senate Committee on Foreign Relations, Berlin k 
a Changing Ewopa* Report of Mike Mansfieid, I. Caleb Bo s, 
claibome pe11, ami~ Benjamin 5. smith, January 22, a h .  wecent 3 s  
of U.S. wheat k, the %viet Union and of @oar. ta H m g q  suggest 
tl.ut U.S. d to trade with Eastern Emope is in ~~ af 



As SVGGESXED above, the ateas in wbich debate on Wen- 
s k h g  have been nost irrtensfv9 are dderse qmditmes within 
the kixxwoxk of NATO 
W inside and outside 
assistance to the mderdeve10ped worlb 
defense e+ms within NATO is 
the appropriate &version of domestic resources to d t a r y  pm- 
poses, and h a n d  transfers among countries are not hvolvd 
to any considerabIe extent. Military and economic development 
assistance do bvokve int~eomv transfers, and I am discussing 
aia here only in terms of such transfers without going into the 
quesion of chnges in trade patterns. 
To speak very genm&yb and assume a so1utiora: of the problem 

of q ~ t a b l e  sharing in terms of a hed permtiage of mtiomd 
inmnde, the United States bears far more than its share of total 
NATO expen&&=, is h o s t  the sole con~7butor to military 
assistance (at least since the French have withdrawn &om Al- 
geria), and bars something like an quibble share of ~ o ~ c  

are between three 4 four times the 
NATO countries taken together. 

In addition, the U & d  States is the only NATO country apart 
from Greece and Turkey that maintains a twenty-~OUI month 
perid fur its nationd s e ~ m  c o m ~ p ~ .  In the other NATO 
countries9 this varies from zero, as in Great Britain, to eightteen 
aaantb, as in France. Given a situatiun in which it is widely con- 
ceded that the defense of Western Eufupe and the United S b a ~  
is in&eibb why is there this k ~ c y  in w&gness to 
amtribute? 

'ff&ere mrn eved sedsonf, some good and some bad. 
sition to question a concept of equitable 

sharing tBat runs in terms of a bed percentage of national in- 
come and to h i s t  on various degrees of propessiola, Even in the 

cownee of NATO, per a p i b  hwrnes in 396% 



ged fnrm $700 in Itdy to 1 % ~  in the Ulatitd States. Witb due 
05 &e va35m.z~ curo 

m6es at prevdhg & a  
in per capita red incomese Secondly, them is a 
question the appmjp&te level of NATO ddmse 
Without doubt there k a feeling that defense e q e n & ~ m  in tihe 
"Jnited States are stxnmht olat of b d .  Then there i s  an in- 
evbbPc xesenfment the facts of He that assign pdmity 
in d e a r  e q m & m  to tbe United States and priority in cop. 

States is not going to reduce its defense 
a few other m m ~ a  do no0 do their 
the mnddan that cxmntries 

sre enjoying a nore or less kw ride and tgap @bey are w d  ca&ent 
with this mitian, 

ms under &e U.§, M 

ee, bat there is m doubt that tbe r n - ~  
United gingdom has recendy and generously 

aped to share the b d e n  of military ass-ce to India, and 
some m& part of otha tims i s  devoted 
todw the Iim's 
share of th 
able to shift this bdeiga in any coddeaable m e m e  to 0th 
s M d m .  On tSre whole it 
peaa a e s  to in-- 
IC 



nine countriesv dl cm the 

the se;wity of the free worldZ we are &eIy to anthue to be the 
anly simcant pmyiders of military a s s b e *  
The sitaath is *Pe Werent h the field of develop 

ment assistan=. In 181, $6 per cent of all ecsrrodc =&tame 
was b~8krdm Of the b&terd assistance h m  the free wmldj 98 
per cent came from countries belonging to 
Assistance Camnittee plus A P Z ~  and New 
c~mtries have some fonn of aid agency, all have some teclmid 
moperation program, and #'bane capital projects. 'The public 
ffw of development b d s  from countries in this group other 
tban the United States was about as high a percentage of their 
total gross n a t i d  product as was that from the U%aitd States. 
FU&&?~OT~, ,many Empeami mugtries have gone ratbeit* far dur- 
ing the last few years in softening the terms of their loamI- 

Reflection on the rather Herent attitude of our West- 
European allies toward sharing the burdens of defense 
tmes of tbe Atlantic area, of military assistance to 
tries, and of economic deveIopment & w m I  may &rowa some 
light on the pmedur&s that may be effective in bringing about 
some ] c " ~ % u ~ o n  QE the If I may characterize these 
attitudes in terms that are too mpim, they appear 
to be about as f01IIows: the obligation to co~%riibnte to the defense 
of the A h t i c  commzrni~ is 
r e n t  erup8iiw of a somewhat 
w d d  expect these obligations to continue: 
There will be differences of opinion on the appropriate level of 
d d m  exp&hues and on how they s h d d  be shared On 
these a d  other matters we must expect to see European powers 
given greater wd&t in the process ob decMon-an&g~ and, as 
thq. are, vue may expect to see &em assume a greater shrre 



rt from a single source ratbeg 

this parti& burden. I have already 
phtd out that a number of NATO mmaaies have in fact sub 

h d  &ere bs a mm3derabIe increase in the willingness of 
o&e~ wantries to contribute to economic deveXopment ass*noe 

. 
1% ehis cotmtryr as we have seea3 there is a disposition to think 

of all thee %tax~den-sharing" areas as intimately relate& AII tend 
to Be &atex? as essential parts of the one ovexaidbg pmblem of 

ttre security of the free world. If defense expenditures, 
assistance, and economic deveIopljnent assisimce are all 

shodwt other countries contribute in such fashion as to make 
ssible an equitable sharing of tfie total bwden3 In fact, 

whekha rightly or wrongly, the problem is not so regarded out- 
side the U&d States. With to e+amomi,c development 



watxibute for a mixture 
security mdderati~~s m y  not be 

very imp* 9t. 
What seems to be hprtxmt, among o h  reasons accuun~sg 

for the ftaw of &rants and isng-tenn loans to mdldeve10$ 
are mndderations of nationd prestige* tcsde htcdests, and, 

by no means 1- s rather disintf?pest& desire to pmmote the 
econo&c dftre10pment of these ares9 Of course9 there sbodd be 
mentioned in addition the desire of the United States to get rid 
of swpb agtidtad outpus, some c o n ~ ~ g  flow of repara- 
tion~ payments, p a ~ t 3 6 1 y  from Japan, and remahhg &&a- 
tiom, r p&&I>. by tbe United & g d q  to give for 
a peaiod a h a n d  helping hand to former colonies. Repatkms  
and e x a 3 1 d  obligations are a dm&g source of zwsbtance. 
On the other hand not only is PL. & apparently here to stay, but 
agricdltival musglwes from Western Europe may wen, in a few 
yeaxs, join from the United States. In any case it is cIm 
*% 8~& the W i t e d  States and France (though on the 
basis of a dd%rent conception), security interests are wt a very 
impoxrbnt eqlmaion of the flow of funds: to u[pdl~eveIopd 
areasi  Thls needs to be taken into account by the United States 
in any attempt to bing about a rtdktribuaion of the buden. 

Let me say, in condmdon, a few words about recent attempts 
of this country to bring, about such a r-u~m of the 
economic development assistance burden. These attempts have 
largely focus4 on the DeveEopment Asd-ce Committee of the 
~ g ~ ~ o r p  for h n o d c  Cooprattiion and DeveIopmf3~1f an 
the various co~lsortia and ronsultative groups bmght together 
to help h c e  the programs of partid= co~~~,tries, and on those 
U.N. agencies primariIy cogerndl with deve10pnent prob11ems. 

Discussions of "bwdm-s-g have been a staple fare of the 
DweIqment ~ ~ c e  Committee ever since its beginning. 
A Resofation of March xg61, eeceptd by member govern- 
ments> r-mm& that "Members agree to expand the flow of 
resow- to the lessadeveloped coun6ies, to improve the dec- 
Weness of dweIopment asme, and to pr8Gde for haeased 



in the hm of p t s  or loans on hw)mHe t-s*" 
Eking 1962 the qantzation established an md aid review 
in which the m m h  submit for a& others scru*y and 
criticism a rewrd of tb& d e w l v  assistance efforts dufing 

These efforts have nd been without e£Fect The 
resources from DAC. governments to develop 

ing countxies and multi!atea,d agencies bcrmsd from kt& 
W o n  in a@% to $&= &QBP in z$ir d h ~ &  as I have 
pohtd out, thip rate of incxae is unlikely to ewn&ue= And in 
recent years there has been some hpmvemmt from the point of 
view of the developing countries in the terms an which tbae 
resowces have been made a+ble. 

A s d  forum for the discussion of b u d e n - s b g  bas been - . 

pma7idded by V ~ O W  cunsortia and condtative groups. E k e  the 
United States bar hqnendy attempted a matching p r d m e .  
This bas been partic&rIy conspicu011s in the cfpmrtia q&d 
to b a n e  the Indian and tge Pakistani deve1Iopment pplans The 
matching p r d m e  has had some effect in bmeasing the con- 
tribution of other m t r i e s  but probb1y at the expense of 
hardening the terms on which new money hss b m e  available. 
Indeed the participants have felt at times that the US. 
mntributhns in long-term, law interest-bearing loans wodd in- 
evitably m e  to be used to pay off the short-tem high interest- 
baring contributions d other participants. 

A sepias defect of the matching pa86dwe is that it deprives 
the receiving crowtry of much of the incentive to negotiate for 
better term. If, f a  example, Japan oBem as part of its matching 
contribuion to the Indian consortium $10 million repayable in 
ten yeam at six per cent, the Indian g o v ~ e n t  may find itself 
unable to r h  the Japanese contribution without losing an 
eqdvdenk amount of U.S. money at threequarters per cent 
interest repayable in fmty years. It may well be that both the 
United States and the m t r y  receiving assistance would h & t  
hum a less rigorous insistence on matching, with more frd- 
for Phe receiving country to negotiate better tenns. In fact3 US. 
policy seems to be 5Whg in tBis &6C%ion. 
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I the United States* to the went it can make use of 
agencies ta promote devdopak enjoy an 

I auto.matiic W e n - - g  d&ce in the sbape of d e  contributicm 
I 
I trN. members; provided, of murse9 tBat tbe 
I &mm its assessmatst. The US. quota is 
1 the ndghhthd of 30 per cenf d&m@ h &e 
1 D w d v a t  hwhtion t is 4 per cent. There 
I 
I a a e ~ a ~ ~ i n w h i c h t h e o b j ~ e s d t h e U . S . A i d  
I 

i I 
 an be a &&v~Y--o~ even m o ~ e  &&dy-~ained 
aa international agency than by means of a straight b k a d  
ansngmmt. .This is pmti&fy true in the area in wBicB I.DA 

I n a d v  operates. In view of its establkhd recard as an ef- 
fieigre hwe~o~mtmt agency the antomtic ~ m - 5 - g  
~IVXMOI~S which its charter pmyides3 it is samewhat surprising 

tfK Americas gwemmmt bas not until recently pressed 
harder to supplement PDACSs d a & g  supply of dzyeXopent 
h&. I.DA. capital has now been r q I U h 4  to the extent of 
$750 &oa, and a majority of the Senate Foreign Relations 
&nuniffee appmendy favors a large-de r t r " d a  of d e d ~ p -  
ment G.mm&g fmm tbe Development Eoan Fund to the Ixlter- 
n a t i d  DweHopxnent Associa6m. It may be surmised9 howevers 
that the d 1idbtim to expamion of I.D.A. r v w  will # a m  
out to be the m&pess of various Ewop- gwemmmts to 
match the US. contributions on the present IDA budera- 
s w g  terms. 

Pekhps I have said enough to suggest that the ~ * t a b 1 e  s k -  
ing sf military aad economic aid b d w  is s subject ea~hbcing 
an extreme!.. c o m p b t d  set of problems. They are m U d y  to 
be amenable to tidy s0113tion in the absence of very close agree- 
ment among the cotpklHa of the A h t i c  C8mmhty an such 
mattem as d f a r y  strategy, the appropriate levels of defense 
-*g9 e of economic assistance, the relation be 

and what c-cmtihte "equityW in Ma- 
sharing* Al&wgh we are very fat Aan close agreement on many 
of the matters, enough progress has made to justify, perhaps 
a mdest degree of optimism. 
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FOR 

T* P-IP~E chapters have not attempted M emphasize tbe 
r e g i d  differences among c o ~ ~ t r i e s  in &e unddevelOpea 
wad& though b e  08,vL~mlIy have an hprtmt; baring an the 
prmx~s: of econodc and pFiti4 deveBopmt and on the char- 
a- of foreign aid as an hstmment of US. foreign polity. Latin 
hdca, b w a 9  bas o special set of ecmodc and politid 
rehtioxzs ~~5th the Vaiad States that has recently been r e c o w  
by ule estabhmt of the Alliance for Progress. The AUiance 
is tbe first attempt &ee the hhrsm p b  to introduce regiolnaf 
u r g e t i o n  into tbe adrnrmstra * * ticn of foreign ah$ and the dif- 
ferences and si idmi~es between the Marshall P h  d the 
kbUBCt3 US bter %I ~ h 8 ~ t e .  

The US. trade and i invemt rektio11ships with Lath 
h e *  am, of oourse, closer and more signis-t than with any 
other less developed area. ~ ~ ~ r o x i m t e f J  50 per cent of La& 
American exports flow to the United States, and approxkratdy 

t of Latin American imp- cams fnrm the U d t d  3' 
States* For Mexico, Colombiaz and G m t d  the figures are 
dmer to 75 per cent it L only in Argentha and Uruguay that 
trade is more cluse~y tied to Western Europe. For Latin America 
asawhole,roughy95per cent of exports take tbe formof agri- 
d t ~ ~ d  p~ducts, &ends$ and fuels. T6e percentages vary from 

t in &~~rnbia and ~ o h d a ,  to cp per cent in Bra&. 9 9 F c m  
Since the prices of m y  of these expo* are highly voIade and 
since, &r 1952, tbe terns of tade have tended to run rather 
strongly against Latin American exports, an interest of lmg 



s&E#&g ia the tames 
price of raw m t d  exports has 
tion of aid far Lath America tends to become involved with 
trade poticies. And sinoe the United States is by far the largest 
m a r k  for Lath h & a m  exports, it is h e r i m  trade policies 
that are of primary concern* 
By I* US, privBte investment in Latin America was in excess 

of $12 billloq which is a mdtipIe of the total of US. private 
hvedmmt in the r m m  of the less developed world. Tra- 
& M y 3  this h~le5rn-t has Bowed into and heis an& 
until recently, ininto public ut&&'es9 but since World War II there 
har, been a mb*M hvtstment in manufacturing, patiparticularry 
in Brazil and Mexico. Recently, however,, the flow of US. private 
direct Investment on a net basis into Latin Amdica has dl but 
cesed From $618 d o n  in 1956, asd $1,163 miNi01i in 1 ~ 7 ~  net 
&ect U.S. private investment declined to $*I million in 1961 
and a negative $32 miE.on in 1$k3 These figures are, of mum, 
misleading as indicators of the current contribution of foreign 
private investment to Latin American productivity and develop- 
ment Thqr do not take into amount either the very large re- 
investment by American in Latin America of aming~ and 
depreciation dowmces or the attendant flows of new techniques 
aad managerid competence. Nwertheless, both the size of the 
U.S. investment stake in Latin America and the recent 1-g 
d extend additions to this stake, suggest aspects of  la^ 
American deveI~~)mat, and of the U.S. interest in this develop 
ment, that are intimately related to foreign aid policy. The ques- 

YBese Ggures axe heavily M o a d  by variations in p u I m  
i n w e n t  In the lret o d o w  of cspiQl to Lam Am&ca by 
varioos m*&es was as ~ o k s :  

Mining and mneI&g -- $3 &on 
?&61rn -115 
IVtantrlF-g 314 
wer -28 



ti00 of the appropriate mle a€ private investment in the f~niep 
is signis-t and dmt for Lath3 

The  id 
have ~~ the mom-mt of the 

Monroe-ein a&23.ThiswasadterdBd+tioq- 
d-blle during the nineteenth century except for the Mgn 
mistance of the British navy. Never&e1es%, though &tad, it 
was w e b m d  by the newly independent Latin American re- 
puWcs and && msre than a century later as an inter- 
Anmi~doctriaeintbe Adof Chapdt-in xwandthe 
R e c i p d  hsistmce Treaty of 1947. In the internalt mare active* 
m&er than purely defensfau'e, interests of the United States m 
hth h & m  baa been made evident by the 8quisStiion of 
territory horn Mexico, the promotion of the Panammian revolt 
against Colombia, the wed a m 4  iatemen~ogs in Central 
America and the C m % h  during the a e & n  of the 
&st Roosevelt, and in Mexico during the early years of the 
W&on administration. After World War I, under the astute 
ministrations of Ambassador Dwight Morrow, the United States 
d e  its peace with Mexico and this effort, wen begun, blos- 
somed in the iaos into the Good Neighbor Policy. The policy 

the shong implication of noniratementim, at least mi- 
laterally, in Latin America; and despite the action in Guatemala 
in 1~ and the abortive Cuban inclident in ~ $ 1 ,  it would appear 
to be estabkhd policy tbat the United States is no longer EkeTy 
to htenttene i Lafin American affairs except in con- with its 
f&w menarks of the  tion on of American State, The 
Og&am is the outgrowth of a lmg series of linaa-herim 
wdegmres b e w g  in iSg0, sod, though reZatke1y w& is 
w e  of the i n & a G w  of the spia1 r e g i d  c ~ ~ e s  af 
U.S, relations with Latin America. 

TMs long bat c h ~ m d ,  hotald relaH0rzsMp between the 
United Sbtces and Latin he9ia must be bone in mind in Con- 
sidering the problems now faced by the Alliance for Progress. 
There is a strong oo-m of cornman security bter- 



te htb America &at the 
to mbstibte its o m  inter- 

for ihe g58-m judgment. Latin 
by mde reIatiora.~hips to the Unit98 
of &e mrI& but this is apt to be 

-&c m-mr Th 
States BS a dw 

ueive to an easy mh~omWP 

to the f ~ m 8 ~ 8 n  af 
to Zatb h&cR* 

Until rtxxndy it has SSUM~ b the Vdad Sht- he: 
trade d foreign private 3ixs-mt were the appropriate somces 

deveII~pmeat* 
s e n =  pm-* pbEc 

B d ; $ l t d - k o m  

ign aid agencies of other parts of the world, 
war, the United States h i s h e d  some $rq 

Plan, Asia and the Middle East 
be boBmd by f ia ,  with 

media of assktmce. Finally, it 
w d  &have to be said &at not siaoe S m e r  W d e ~  occupied the 
pusitim of Under Sea* of State has &me been an American 

whose pri- 

r d e s  of steps have brougbt about pm- 
ges in US. policy toward mxmrnic relations with 

Latin America. In k t  yeat &esidma Rubit~hek of Brazil pub 
k b d  his for Operation Pan h e r i a  88at-d 
the con-e rtzqmm%&v for 

De ~~ rg60 E h -  



pE'Ddd h k d  W S ~ W  for ~ d d  cfgve~8p~mt pro- 
w~ in Latin herica? and the Act of Bo&otA was signed 
axarni*g the Latin American countries to a series of in&ih- 
t i a d  d~ms and the United Stata to ffnancid zbssisbnce. This 
ww f~n~w.ed in t8e E W ~  m ~ ~ ~ h s  of the K m e d ~  abinhtra~ion 
by the hunching of the M b c e  for Progress. Ag this ~&pnsent~ 
an almost revolutionary change* hut Latin Americans may, per- 
haps, be forgiven for g it a somewhat behtd resparrse 
aaxlemted by tbe security shocks c o r n e d  with the treatment 
of Vice P r e s h t  Nkm in Peru and Venezuela in 1958 adl by 
the ze-voheion in ~ 9 5 9  The deductions & a m  there- 
concerning appropriate ways of inducing h e r i m  foreign aid 

gued the &st two years of the Alhnce for 
ent a problem to be ~ g d .  

ZN mam ways, the task of assisting economic devdopment in 
Latin America is much simpler than in ofher parts of the world. 
I n d d ,  the la&g caunMes can k a y  be d d  under- 
developed. Of the seven largest states amm&g for @ per cent 
of the pqmhticm (Argentina, Brazil, W e ,  Colornbb, Mexim* 
Peru, and Venezuela), only Peru has a per capita ilicume of less 
tban $zoo. In Venmeka per capita incomes approach $700. This 
contrasts with $75 in India, $65 in P h n ,  and the $50e$100 per 
capita incomes ~PlaFacteristic of most of sub-Saharan Africa. AI- 
&ou& papdation is powkg rapidly1 there is no wer-dl short- 
age & arable land. Latin America has, in potentially arable 
acreageI about three and a half times as much per capita as the 
average for the world as a whole. With the exception of ad, it 
is rich in mineral resources. The literacy rate is higher, on the 
average, than thaa other krge areas of the underdevet~ged world, 



FOR 

andinanwmkof tries there bas a sizable g w p  

It wudd appm that in most of the &az"~$er Latin Amdean 

these co~xptries have, at one t h e  or 
eam~mic developmentF and in B d s  

Medm mil VameIa the proass i s  continuing. Yet, even in 
these apmOie~, with tIte po&bIe exception of Mexicos tbe p m -  
pects wodd have to be described as p r ~ ~ ~  In Argentina 
and GMe per capita incomes have a d d y  declined over tihe 
last decade. In Peru and CoItowbia &melopent has been an 
~iknd-on a f fa i r  with p e r i d  of alternating with 
peri& of * p ~ i o n .  wben one proceeds, momvm* from th.ese 
mthe~ favombly simad CUUD~&S to Bolivia, Ecmdor, Para- 
guay, some of the Chw h f i a  r q a t b ~ ~ ,  aod to Haiti, one 
is clearly back i the mderdeve1~ped wm.4 with per capita 
W r n e s m g i n g f n r m @ i n r n ~ a n d B o E * t o $ p i n ~  
R i a  Furthemme, even in the relatively advanced muntries 
there are k g e  areas of extreme poverty. Tbe huge norheast 
area of Brazil has a per capita income of only $qo as oomp91d 
to agpmximtely $300 for B r d  as a whole a d  close to $500 for 
the south. Rio de Jmeipo and Lima are nobbfe for their extensive 
slwn areas. And the Indian populations of the Andean republics 
and of western Brazil are among the most povertyastricken in 
ae 

The mhst between the progressive and the traditional and 
between rich and inLatinh&=ismorestrikingthan 
almost anyhere else in the mderdevelopd world. These differ- 
ences underlie some of the most recalcitrant obstacles to em no mi.^ 
development in &tab America and to the success of the AUiarrce 
for Progress. F m  a narrow economic pint of view it might be 
said that the "inputsm of critical impo&anw to Latin Ame~csul 
development are foreign exchange and managed capacity. 
These are, indeed, critic81 inputs2 but if Latin h&can statm 
p ~ s e ~ s e d  govements sufficiently wen 0~g~u1bd a d  dclmdy 
suppozltd to be able to enact and to put into effect approp&b 



~b~~ &. than that 
Ta say that the dsbstacles to e m n d c  develop- 

meat in Latin America are poSi:Ed is not to deny thst snch 
coo-Q: factors as shortage of foreigp exchange are of decidve 
importance. The dollar d u e  of pr capita. into ke 
America has d d d  steadily sin& 1950, a perid daring which 
mpid a d d  have been pomibIe d y  VKI& expanding per 
capita tPle major p a r t 4  tbe decline in 
hport capac e r e d t  of forces lying outside of 
Latin bd- c%mtmI. The d-d for 

of the dB~dv-8d a Si-t 
to gov-md action or inaction* Tbe lessening of foreign pri- 
w&! h v m - e  53 e r d t  of an d8~8~abIe  danie-~ti~ 
c!&nate that md made more fav~rable 
by agpmprkite gwemmenk action. Foreign exchange 
have been a - n h t d  by a flight drom a number of 
Q m d c  capital. UnmntroMed inflation and pmistentlv over= 
d u d  exchange rates have h p r d  exports. v&& La& 
American governments have n a t i e  foreign-owned utiliti- 
and have on axasion a s s ~ m d  a c~rnpemaaon liability in foreip 
e x h g e  &at d d  only women the balance of papaents* Pa- 
b p s  this action, or f&e to act, has been inevitab9te within the 
Iath h&m politid mviromerrtI If so, it is only mother 
way of saying that the obstad~ to dwefopzaent are lat& if 
not p d y 3  nmmaamfc* 

The adverse &ect on m n o d c  d of gov-d 
policies has been accentuated by 



I t 

I 
I 
I 
i 
1 contm1 over &e 
i 
i 

i 
I &ways axld other ut.@ties whom a n n d  deficits frqueady phce 
i 
t an inbfemble bmdem on the gwamment budgete In the absence 
I 
I g a large role to the public sector can be &ec- 

tEve1y i3npmatd. 
These are same uf the masoxlls 

d~elopmena presents a rather different problem than in some 
af the ~ d e r d e v e ~ c . , ~  world. I 

d a m  Cmunew agree to 
&emselves white the United States3 in cxmmr$ with other cam- 

and intematimd lending agen 
access to foreign exchange. Both 

But how to bring &em about, bow 

set of pzobI-. 
So far as the foreign aid policy ab the United States is 

it raises in an acute farm the question of C f 



perrr;4ialv 4 smceptibIe to misuse. ~lp~esg: gotre-=@ are willing - -  I 



of fureign exchmge- 
as we b e  -, ffie 
of hthk h&m 

since Zhe mid-ac~gcw~ as Westem 

2 R noId E. Garism, %e 7 EdxreP k The hedam 
A~sem Iy* y,Ths U n W  Stdm a Amsrioo (New Ymk zggg). 
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h p s d  pmt ich ly  by the 
Comony&rd& and the Euro- 

ed not onfy at tlae frontier 

~~~ as against s 

Chzwter of Rmta del Este and its appended resofukioas. The dis- 
of the h e d  Agreement an T& . 

the d e d  %emedy roundm have an - , 

t r a w e  ( n o m e c j p d  
from less dwe10pen ~ U I B ~ ~ S .  And 

mce on Trade Poky scbddd for 
fa which Latin b e t i -  paaicipanas 

is expected to examine d feasible ways af . 

underdeveloped worId. . 

that if the undedwe1Opea wald as 
for their I+ hpurb, they wm?d 

&& q $ 3   price^ f a  their z@z exports, &&)I w d  hsve 
b&a to &the extat of $ 3 s l ~ o  &m. Trade and trade policy 

t a# deve10pmat is much to the fore, and perhaps 
the La* A!nl&- it, is how can tbe- 
d l a b  be zest~u-d in the 35Pitemts of 

ob this chapam# do 
m g e  of issues. Oa prhaary m c m n  is the relation of 

e ~ ~ d i n t h e ~ t & o f t h e ~ o e  forfiogres. What can 



&odd the United States do ia the area of trade policy 
in Latin America, and how is 

ents for ~rmode m-cea we 

involved in tbe grdermaial systm of 
ehe Brit%& 42t3mxaoffwdPh d tbe EUFOP Common Market. 
c h 3 z p r h n a r y r n ~ i s t h e ~  * . .  

Pion against U.S. manufa* 
tmed products. The Lath American oe,ncem is primarily with the 
ihdma~ai818 a g h s  the =W = a d d  EXEK&S to Bdtain and 
Westam E m p .  But we also wodd benefit from haeased La- 

Western Europe s h e  a high percentage d 
d g s  are spent in the United Stat- 

There is every reason to make common cause with Latin America 
ia seeking a redu&m of these &ximilnatims. It does not folbw, 
bmwer3 that we can do much about rhese maxxgements of long 
&,ding which mmeavert enjoy the bIess1ng of GATT. It might 
be possible to use the Zwmge of ou large fareign aid programs 
m lndia and Pakistan to dislodge these counMes kom C o r n -  
wed& preference. But it is far from d m  that to do x, w m d  be 
in our long- interst, or of any bef i t  to Latin America. 

with respect to nmpreferentkd barriers to tmditiond ht in  
h & a n  equrb, the Uited Sfat@ does not appeaf in a par- 
tidarIy favorable light W e  chwtidy Emit oil imports, includ- 
ing oil from Latin America. We have, on occasion, b p o s d  
qum~b*e W a G U m s  to imp- of lead, zinc3 and copper. we 
have3 sametimes for bed& reasonsP hpd barriers to the im- 

08 of Argentine beef. If Argentina and Brad should ex- 
to the frill their o~qarative advantage in the prductitm 

of kf cattle, it is dm- wb&er thy would find an apera 
market in tbe Unit& States. We have traditionally imposed a 
higa tariff on wool, WW prtimhHy &ects Uruguay & 
Argentina. AU these barriers need to be re+-nd in the light 
of our participation in the A&mce for Progress. it  would, how- 
ever, take a bold prognosticator to foresee rapid progress here. 

Internal taxes biting the c o m p ~ o n  of tropical prod- 
are baG& in Western Europe. Recent trends have been toward 



a k m d g  of these taxes, there is some reason to b&we 
*g: elis a ~ ~ u e .  &Be, sugar and cocoa would 
pmhbly be the chief bend-= among Letin American ex- 

g ares* 

tries of tariffs on manufactured pducts. It t phusibfbly argued 
tbat without preferential entry, at least for a perid of time, 

are udke%,y to be able to meet tbe competition of 
m r n & m g  enterprises in the dweXopd work& 

deflkly to come abut except by concerted a&w. But such a 

d it sbuM, and praamabEy will, receive tbe bull snp 
port of the United States. hitin American comMs have eYd.n@ed 
m e  interest ia tfiis props&! premunab1y because it is to be 
discussed under the aegis of GAIT, which is regarded ss an oat- 
worn htmment of the industrial eatuxtlries interested h msin- 
tahhg the existing paatem of world trade in wEch the under- 
d w e 1 ~ ~  worid exports raw materids and the deve10ped w01:Itd 
exports fnandacturede pydu~as. They prefer to put their faith in 
the U d t d  Nations Wereme schddd  for ~964, wM& they 
hopewinhdawayto restructureworld W e  ontbebasisofa 
~ d p m i c ' '  future look at mmparative advantages rather than rm 
&g "&ticm d a t b n .  

Although s divdcati ion of expo* from the underdeve1Opea 
wmld in the direction of mandactwd prduets must m e  
a h t  if this world is to attain saWactory growth, it w d d  have 
to be said that Latin America bas lagged behind in this develop. 
m t *  Not more than ten per @ent of tow exports from the under- 
deveIoped worM w w  consis@ of m&actweCa products2 aa8 
no Latin American country is to be found among the p-pd 
exporterst despite the fact that Bxzil, Argentina and MexicoS at 
least, are among the most highly hdustrkked c o d e s  in tbe 
md-dwefo@ world. Tbis may indicate ahat industrkjkatim 



in Latin h d c a  has too heavily ooncentrated on 3n- C te 
import rqhaxnmt beXnd excessive tariff baxriers rather than 
on a wEectiv6 cukkat~ ion  of IinduMa o~erhg9 at some &age, 
-st pibilities. In any case, it suggests that developing an 
export maiket for mmdacau~.es i s  ~ l ~ t  entirely a matter of re- 
moving import W e r s  in the deve10ped comGes. 

This brings us to the subject of c o m i t y  arrmge~eab, 
whichhasbordecadesbeen bighunthe &of Latin American 
trade preferences. As I pointed out in Chapter 3, if the pwpse 
of comdv m-mgmerrts is to raise the level of c o m d # y  
prices rather tban merely to stabilize fluctuations m o d  a trends 
tbqr should properly be regarded as a form of aid. The aid is 
h x b d  by higher pries to c o m a s  rather than by higher 
taxes for taxpayers. The United S b a a  has a certain "burden 
sharing" interest in this form of aid to the extent that US. con- 
~ p ~ c l n  of Phe mmo&iv " s t a b i d *  is less than our s h e  of 
aid rendered in some othg way. On the other band, this type 
of aid would go only to countties producing the commodity undm 
agreement in proportion to their share of total ef~ports* It wodd 
appear excessivefly dif f id? to negotiate c o m d t y  agreements in 
such a way as to provide anything like the present relative s h e s  
of aid to aid-receiving a3xmta-k~. Fdemore ,  such aid would 
preesumably be rendered without basgahbg for a quid pro quo 
in the shape of self-help measures to assist economic develop 
ment. This might or might not be a &advantage. 
The Latin American mmtries are cIearly now more interested 

in the level of prices than in their stability. In the case of certain 
recent sharp de@hes in export eami~gs- brought about, for in- 
stance, by a fall in the prices of C31.3e-m copper or Bradim 
mEee3 the Export-hprt Bank has sbavn a w3Iingness to step 
in with sizable loans4 The Intmatimd Manetary Fund, alsq 
sees such occasions as providing justificirtion far the exercise of 
drawing rights. This method of handling the situstion laws the 
Latin American countries with a debt burden; but, if price de- 
clines are in fact v&tions below the long-term trend, they will 
presumably be fuMowd by v ~ ~ o n s  a b e  the trend which, at 



least, present tbe po&Wty of Qui$lating debt b d m .  
ar not this is a sawad9 method sf gwitb in 
a?xchmge it?amb@s, Latin AmeKlcan ~t~~ titbdatted by mceat: 
d~~ in&eterrnrd~de~ i smuchmore in the l eve l tban in  
tg, stability of i )  

it ks d u u b ~  whether the United States am do much 
more it is now doing or contempbthg. Hdf oob those exportss 

t o f d a n d & e d , B d u c t i a n i s ~ h t h e  
atl&asinte~&din&@a*astlrnepto- 

dadg cou-na%ies and &qumtly capable of doing camthing aboot 
it. Here9 the problem d Latin Am&- gg)~-& is ane of 
s ~ g m d q ~ ~ s k e o f & e p r o c e e d s . b t b e c a s e s o f o i l d  
of where the Chilean tax mmts to some 80 per cent of 
the aet ineome of q~ pducers, thqr sean t6 have suo 
ceeded; perhapst in fact, too wen. Other exprts, snch as wheat, 
w d ,  cn beef, run into the pxob1m of mp&Bion fmm domestic 
sources in the hp*g m t r y  or from alternative souxces nut 
likely to be covered by agreements. A recent examination of the 
pmsiB%~eg fur intanatid ccmmmdity a g m t s  pretty mu& 
zomnmws tbe range, so fat as lath American expQ* are con- 
cemd, to d e e ,  coma, mgar* and possibly lmmmas. W e  have 
dreacty dbtxibutd tbe former import quotas of C u b  sugar to 
the advantage d a number of $lath A m e ~ m  amntzies. We rue 
w w  members of an Trat-Uod d e e  agreement and are am- 
sidering participation in a cocoa agreement? 

This represents a substantial b g e  in U.S. policy whichp nnbil 
recently, except for wheat and sugar9 has been opposed to sup 
porting the i n t ama t id  price of raw materials. This change9 it 
is fait to say, has been undertaken with mdmb1e  d @ g s  
mancaning the pracBa"mbiEty of such arrmgma@. No such ar- 
rangement~~ to the best of my how1[dge5 has ever met success- 

V%e coma negethtim broke dow in Wk ~963 ovar a 
Wmtrzlw of wm l3&wm pd111dg and dxlmming txlun* an 
the qoestim I price. whether and when negutiatiw witi be x-ed 
is not yet clear. 



of the indust&- 
to %xlan-& 

changes in trade policy 

il imb%H the need for p b b  capital h. 

is moher p v h-4 
for latin h r k m  ecalildc dwelsgment; 

and a few words need to b said amcaning its probable role 



f a W % s s , A s I b a v e  
Sk: hv&ws h Latin 

lvi& their ht- 
theendofx- 

b w m %  in was d u d  at $=ago 
of which $8472~ million was direct itllvestmmt But, as I 

Latin b&a b v e  
been d=Wg mpidly and reached a negative figure of 

in 1961. It should be noted, howeverr tbat the reinwe- 
ment of earnings of A m h a m  firms in Lath America totaled 
$287 d m  in lgk2.4  Tbe decline of net capital Bow in reent 
years, and current pmspeds for private investment in Latin 
Am* raise dm doubts as to wh&a the $300 &an a 
year caanted on dram US, private b v & m  in making; up tbe 
$z billion of a p i l  idlow deemed necessary to finance the 
~~isll~ce~rognu-canberealized. 

1 t w o u E d b a v e t ~ b e s a i d ~ t t h e ~ e ~ o f E ) u n ~ ~ ~  
not pHace a heavy emphasis an the role of foreign private 

ItissaidinChpterNofhtdonrment,onExtsrPal 
As&tanoe in Support of Natiod DweBopment Programs, that, 
m e  economic and mid development of Latin America will 
rapire a h g e  amount of addit id  public and *ate f inand 
asktan- an tbe part of c a p a - e g  cornEries . . P But 

is the ody mention in the Charter of foreign private invest- 

wage the ~e1opmmt of Latin 

..*."Butnaothingissaidabout 
foreign private e n t e .  There are numerous resoIutians can- 
cemid with &cation., pub& hd&, taxa.33i6n~ pr-g, and 
the Ekes but none dm6td to the axailitions propitio\as to the 
%ow of foreign private fun&. 

Nor, dming the first year of the AllianceJ was any partioular 





of c2nYmwrw had e!?&kbWed 
a &mabe for hges;ss o o m m  

ee laid %taw I emphasis on the rde 
in economic deve10pmmt The Resident, in 

the Foreign Aid Bin fur 1963, said 
in rhis yeafs program rehtes to 

bvestment of private 
. * ? And, within AID. 

F M w  and Eva& htqrke,  h x d  attention is being given 
to the prrl~lmotion of U.S. private investment in Latin Am&- 
Et re& to 'Be howeverp in the absence of effective co- 

ima the A4hlEmIe foar 
how much can be a 

a d  loans horn the E w 3 m p r t  

cing of invatmefat surveys, dollar 
foans to private investors heBgibIe for Exprt-bport Bank 

I ~ a n s  from P.L. ld currency, and a braad range 
mt It is hpsible  to estimate the net 

deet of &ese aids on net hire=< but it would seem that 
the government bas gone about as far as it can go to ppwmote 
US. private foreign hvestment in Latin Am& without out- 
right subsi&aMion. 

- 

The action of Am&- firms in adapting &mseIves to the 
b e g  situa6m has pmbbfy been of greater hpo-w m 

foreign p15vate imrestmmt in Latin A m d a  than any- 
mt c o d  do for them. They have trained and 

tJdtr ~eactibns to the AHikmce for Pmgms d the d e  af 
rivate e~terpdse in txxmdc devekqmat, E m 6  G. CoWo, 2 IZccmW Devebpent 33.xwgh Private Enterprise: F w d g n  Aflaim, 

J ~ ' J P *  ~963, at p* 7x5. 



9z 

in tbe pm&ion of ho&g and &- to their employees; 
taey aave a&ive]Ey sought out I ; d t b e y h i n -  
c!reasbg1y h?6tekf the of I d  capital, d&mg,h m the 
area of joht vem&fzes they have lagged behind the goals h v o d  

. One of the m w  int-g and su- 

* aathe qu&m thae 



whether it yield& a positive reftad 
by now, that public utility hv&mt: 'tdthb 

i n h & b & I s ,  
Here the prove for 
O n & e o n e b a , *  



FOR 

is 
per cent of net income9 and 

end Bf l* it momM to $3, rr, This bv&mt is 

to that af domestic maoda-g investment, ie, 
tion of import rephwment. If US. 

Bexib1e in tbek sdjuskment to tbe focal sceneI 
1 partners, deveBupbg prducts not yet 

the atti$sa.de of I d  competitors where they exist, 
to blend h t ~  the en &re is l ~ ~ o  

reason to &ink that investment not mntjTQae to 

e r i m  producers are 

a63 

but &o fnnn the 
as I d  B&ess- 

men emerge as a,mptikis to foreign en . Vernon has 

a l s o . ~ I t i s a W e t s W  
private en e, where this 

necessarily embraces faeigra private enterprise* 

8 See Raymond Ve- The O 
(Cambridge, Mass., 1963). 



sfbatim to f m m  the 

to see it touch. within the next few 
a & a v i i  by the ABmcce for 

TO d w t e  the -~htio&'> p~ivate to 
t m d & e n & % a m a f  
misleading. R d v -  
$300 minion per t3mnn.n 

and this, p b  b v m m t  of dqp-~aa &wmw9 brings with 
new techniques, and a dmbIe coonpl-t af 
. Bat despite + t  it seems unlikely that far- 

eign prl-wb inv-mt wiil fin tbe role dK United States wonld 
like to see it play ia the Aniance for . 

by the United Stetes 
gwemcnb, within the emtext of the 

Sfrates ? h q p s s  Bas already htmvmd in a 
investments by em&- 

to bncidy in Chapter 2. 
ent has not been gpx!etd with 

the lundmdmeI+ 
to the United States, Roberto 

de Obeira C a m p ,  m e  of the most reqmctd of Latin American 
dWds, pat the case against the Hickdmpr a ? g z A t  as 
fa-: 

v;ea States r c E s a ~ ~  with the Latill 
are BeEy to question (a) the iapW as- 

qaked unde intemtiod kw when kgd t r a a a  supparts d y  the 
qdmment that ampasation be d e  in a u d " f b n n  of pq,me 
(b) &@ p~mb2'45 htd0&=60n of *bSP V k W  of tht h& 
&air, unless d mtil denial of justice by local  court^ is horzstm@ 
Mgatiion b&aridd t3cmjgtade and wvereign stata %em. +M 

that fmip ~S-W rmay be t r d o r n d  into a daega& 



c a n  and b € ? h * d t o  
plmmte us. priW& i n ~ m a t  in ~ m d a a  ~ a :  is  taken 

tbat the fore@ &ce of any *raxmhy supports tbe 

of State D ~ ~ e n t  support, a. 

there is  rn ev5dmce that it is less ;do&&g than the 
by ether gmemments of && Citizens abroad. The p&bb tms 
of foreign aid as an insttunerat go farther than this. ShoJd 
foreign &d be withheld or c o d i ~ b ~ e d  on trammt 
far VS. h & o n ?  To do so, except im egegim cases of inequity, 
~ 8 d d  Seem XilE? t0 tread On &13tge8~ @0~nd. WE! are CXXk 

eemd in the M b c e  for Rogfms, and in our aid program in 

$%eations ~~ tbe U&& States and Latin Am-; fn 
MI&& A&- (d), Win : E~duMon or E v b -  (Nm 
Yor%r, %#4331, * 4% P* 















as h - H d  &dl sew- 

! 



a set of policies dmmmamt . m *  - 

Wad ~~~ beeween tbe United States as a 

least, tlrd 
d fimzm 



g. But tbis trade a n  
one of ahe bterats of a 

about it means htmmtiion in tbe ~giaiim- 
of mMs. And Andtmm~m on is an& 



e, is at red dtemative or that 3t  a s tad  
improbable that we have seen tbe 

emages and inaxmchble! idwEogid d i f f m w  
Latin Am&= sxm inevitable in a number of 

ctmnM~* 



It Qes not h n ~ ~  how=r1 tBat because m 1 7 i q  &a- 
io m d y  aot an & d v e  dtmatiivk: t~ Corn- there are 
no &;ective al-~ve. The farces behind the AEance in Latin 
America stamling f a  a mdmae,  evoZuai ,o~  and danotlatic 
am=& to change artt real andi potent folizes, apd t is highly 
pmbbfe that the future belongs to them. The military regimm in 
Argentina and Peru haw already srmendered power to demo= 
cratidy elected govenxmenb, ,and this is likely to happen eise 
wbere. It is skmngly in ona interest 60 support the foras bebd  
t h e ~ d i t i s v e r y m u c h i n & e i r b t ~ t o h a v e t b e  
support of the T 7 & k d  States, Tbe eccmcnnic dif6id~e canfront- 
iag htb h d c 8 1 1  development can M y  be ov-gllle without 
a m  of gnblic funds9 prindpdp fnrm the Unitad 
Sate .  And the h g ~  in domestic policy and, ovw w, tbe 
changes in domestic imtitntions in Latin h d c a  will owtaidy 
be easier if the m t e d  pressures come from a r e g i d  orgas- 
hh in which the Latin mMas have an &&ve wb. 

of tae AIIhmx? for F!mgmss fias b 
1Iy, tbe i 4 J l b ~ e  00nth~- to r q ~ ~ e ~ a a  the 

Only appmch to Latin hY&zm deveIqnent that holds much 
pm* fot tbe fu** 





p& of defense so]~Per,~ snd 
d geny fund are olwiotgdly dhctw2 
to security objectives. It is less dear what interests of the United 
Stata are served by ewmomic development asbtameC If 

fs to be asesssed i terms of its c051.IrihW to m d  
security, it becomes la- to fonn a judgment, firsr, on tbe 
extent to which e x t d  aid can, in fact, advance the economic 
development of less deve720~ countries; and, mcmd, an tb 
qu&m of w h t  changes in politid siractme and bha~a am. 
be expected to amcmpv the process of economic d w e l v .  
Mame the evidence is far Aorn adauate, it is easier to arrive 
at a sensib jud ontheffscqu~~mPhanonthesecand, 
8 a a n m k u f  COMMW to which aid ftows in 

can be said that a m  to foreign exchange is the 
to ecmoGc grow&* Some of these have already 

reaebed a stage of s e E - q p g  d~e~opramt, a d  &er~ are 
not far fnne at4ahing it. mq h e v m ,  e d d  2kssMmw 29 
d y  one of tbe cm&Gom necessary for snstahd grcwth, assess- 
ment d &e mratzfktion d aid becomes more difEdt. There also 
inMe the b o & m e  ~ ~ O D  d ohe extent to which the 
leverage of aid cia and s h d d  be used to b d g  about change 
in domestic poficies amsidered to be pmplticwls to 8s30nomic de- 
velmment. Stillf in the tbirty-me less deve1opd mmtcies ta 
whi& the buIk of U.S. emnodc aid is directed? it can be said 
with some coddme that the prospects of develapment are sub- 
stantially innproved by the availability of foreign assistance. 

It does not foUm from this that the less dwe1oped worid is 
rapidly appmachg a oanditia in which grmvth can be sus- 
tained without external assistance. In fact, it seems probable tbat 
in wuritries to which we are heavily committed, a con- 
tinnati~n d the pow& rates of the recent past will require snb 
~~~y more rather than less external assistance, Those ta 
whom this is a ~~, and even akmnfag, prospect would do 
well, howeverO to on the ililbrence between the nominal 
size of the aid burden w w  shoulderedl by dweIcb@ countries 
and the red txmih? it represen&* When all the terms, rnbti0rHY 



g i t c g g b e h d b y f m i p a i d ,  
in the area of politid dwePopmt 

p W d  dwdopmat that can be de- 
if so, haw is it r&td to 

of a set of ammgeme%~kv 

inmeacing ability d tfse o~~ of gwemmmt to d e r  h m  
behGm to m e  whatever goaS the Mders of pliticaf p w a  
& w e  to haye served. E dmeEopment is an important 
goal, ability of Che to g o v m  is both a necessary 
ecmdi- and a . When &nerd 
Amb came 
aitiivities of 



in which a l x r o i d e  

emselves incapable of patking 

tim on coasidm~m in Latin America and elsewhere lea& 
one to the opinion* I think. k t  d o ~ M e  views an the driPe&im 

be d d e .  Under certain 
a desire to prawtce a 



g of heaxbgs and six 
voted AID apprcpri- 

DAC. countries is itseemscertainthattheper- 
fox an increase win, to say 

t h e l e b e  
At the m-gs of the I n t m - h d m  b& ma Social 

-il in N o v ~ ~  1- it ' IK~ ~ ~ a d  to e b h h  htm* 
b e d m  on the for fiww. This t - 
tee win cansist of six membersf of which one Will be o p m n m t  
U.S. representative and h e  will be rep~b-bWm on a rotating 



that ckm&p=wcnJd 
the twlnrniaee d 

ti&htdng up of tbe 
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