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FOREWORD 

That foreign aid i s  an  "instrument of foreign policy1' 
has now become par t  of the conventional wisdom, a t  l eas t  
in  the so-called donor countries. In the principal donor 
country, however, relatively l i t t le effort has yet been made 
to  analyze the relationship between foreign aid and foreign 
policy. How did the world look t o  Amer ican  policy-makers 
during the closing days of World War I1 and a t  different 
t imes  thereaf te r?  Which foreign policy objectives was a id  
intended t o  help rea l ize?  How was i t  p ressed  into se rv ice  
t o  fur ther  these objectives? What new foreign policy prob- 
l e m s  did i t  in tu rn  produce ? 

This Staff Pape r  attempts to  re -c rea te  and make in- 
telligible t o  the reader  the broad foreign policy context 
within which Amer ican  aid t o  l e s s  developed countries has  
evolved. It t r aces  that evolution more  or  l e s s  chronologi- 
cally, a s  foreign aid has  gradually become a n  integral  a s -  
pect of United States relations with the countries of Asia .  
Afr ica ,  and Latin America.  I t  was designed a s  a prelude 
t o  a m o r e  detailed analysis  of how well foreign aid programs 
have se rved  such specific objectives a s  promoting economic 
growth in  low-income countries,  improving the i r  capacity 
t o  r e s i s t  aggression,  and strengthening the i r  t i e s  with the 
f ree  world. The study nevertheless stands on i t s  own feet. 
Making it  available a t  this  t ime  and in this  form should be 
of ass i s tance  in the reappra i sa l  of foreign aid that i s  cu r -  
rently taking place. 

The present  study i s  one of a continuing s e r i e s  of 
Brookings investigations in  the field of foreign aid. The 
Institution's interest  in this  field antedates the Marshal l  
Plan,  and i t s  published r e sea rch  includes a number of 
studies analyzing foreign a id  and related economic develop- 
ment problems. Among them are :  Amer ican  Foreign 
Assis tance by William Adams Brown, J r .  and Redvers  - 
Opie (1953), The United Nations and Promotion of the 



Genera l  Welfare by Robert  E. Asher ,  Walter M. Kotschnig 
and o thers  (1 957), Grants ,  Loans,  and Local Currencies:  
Their  Role in  Fore ign  Aid by Robert  E.  Ashe r  (1961), 
Development of the Emerging Countries: An Agenda for  
Research,  Robert E. Ashe r  and others  (1962), Quiet 
Cr i s i s  in India: Economic Development and Amer ican  
Policy by John P. Lewis (1962), and Braz i l ' s  Developing 
Northeast: A Study of Regional Planning and Foreign Aid 
by Stefan H. Robock (1963). Other studies a r e  in process .  

Andrew F. Westwood, the author of the present  
study, was a Research  Associate in the Division of Foreign 
Policy Studies a t  the Brookings Institution during the yea r s  
1962-65. Before that,  he was in the Foreign Affairs Divi- 
sion of the Legislative Reference Service,  L ib ra ry  of Cong- 
ress .  He i s  now associated with the Georgetown Research  
Pro jec t  of the Atlantic Research  Corporation. 

Both Mr .  Westwood and the Institution a r e  deeply 
grateful for  the helpful suggestions and constructive com- 
ments  of an  Advisory Committee consisting of Robert  B. 
Black and John H. Ohly of the Agency for  International 
Development, John D. Montgomery of Harvard  University, 
Redvers  Opie, a private economic consultant, Robert E. 
Osgood and Howard Wriggins of the School of Advanced 
International Studies of The Johns Hopkins University,  
and Dennis A. Fi tzGerald and Kar l  Mathiasen 111 of the 
Brookings Institution. The study was prepared  under the 
genera l  supervision of H. Field Haviland, Director  of 
Fore ign  Policy Studies a t  Brookings, and Robert  E. Ashe r ,  
whose responsibili t ies include foreign aid studies. 

The study was financed by a grant f rom the Fo rd  
Foundation. 

The views expressed  in this Staff Paper  and the 
interpretations made a r e  of course  those of the author. 
They do not necessar i ly  represen t  the opinions of those 
who were consulted during i t s  preparation. Neither should 
they be construed a s  reflecting the views of the t rus tees ,  
the officers,  o r  the other staff member s  of the Brookings 
Institution, o r  of the Fo rd  Foundation. 

Apri l  1966 
Robert  D. Calkins 
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INTRODUCTION 

The United States ha s  t r i ed  t o  do many  different 
things with aid in many  underdeveloped countr ies ,  and the  
resu l t  ha s  been an  uncertain,  confusing, and con t rover -  
s i a l  en te rpr i se .  This shor t  study seeks  t o  put the  A m e r i -  
can exper ience in perspect ive ,  a s  a useful i f  incomplete 
guide t o  what the  United States m a y  hope t o  accomplish 
with aid in the  y e a r s  t o  come. 

No argument  fo r  o r  against  foreign aid will be 
elaborated here .  The wr i t e r ' s  broad judgment i s  that  the  
United States  would now find itself f a r  wor se  off had it 
not launched on aid t o  underdeveloped countr ies .  To that 
extent, aid ha s  been a success .  It a l s o  s e e m s  m o s t  l ikely 
that  aid will continue. Seen only a s  the  t r an s f e r  of r e -  
sources  between a wealthy, powerful country and those 
l e s s  favored,  "foreign aid" i s  a s  old a s  the  re la t ions  be-  
tween s ta tes .  I t s  f o r m s  and purposes  in the  mode rn  world 
a r e  new, of course ,  and, for  Amer icans ,  a id  i s  one of the  
novel aspec t s  of the i r  involvement in the  world a s  a Grea t  
Power .  So long a s  that  involvement continues, Amer ican  
aid i s  l ikely t o  continue. 

The reasons  fo r  which aid should be given, t o  whom 
i t  should be  given, and in what kind and magnitude a r e  in-  
deed t he  cen t ra l  questions.  They can be answered only 
within the  broad t e r m s  of foreign policy; and th i s  sketch 
of the  Amer ican  exper ience is quite a s  much  about foreign 
policy, what the  United States  has  t r i ed  t o  do and why, a s  
i t  i s  about a id ,  economic, mi l i t a ry ,  and technical  ass i s tance .  

Wise foreign policy depends f i r s t  of a l l  on what i s  
nece s sa ry ,  for  a nation mus t  promote  and defend i t s  vital  
i n t e r e s t s  before it does  anything e l se .  Aspira t ions ,  
d r e a m s ,  and visions of the  des i rab le  nonetheless a r e  i m -  
portant,  f o r  power to  a l t e r  the  world and the  cou r se  of 
events flows not alone f rom mi l i t a ry  divisions and wealth 
but i s  a l s o  a consequence of leadership .  To  lead,  a nation 



must lead in a direction that others will follow. Wise policy 
depends equally on a shrewd sense of the possible, for a 
nation that dissipates i ts  energies and attention on things 
that do not l ie within the realm of the possible i s  too like- 
ly to  find that it has both neglected to do what was neces-  
s a r y  and failed to secure i t s  des i res .  

To balance the necessary, the desirable,  and the 
possible i s  a difficult a r t .  In the Marshall  Plan, these 
elements fell into almost ideal conjunction for  the United 
States. The rapid economic recovery of Europe was judged 
essential in the new Cold War, and the humanitarian des i re  
to  end postwar suffering in Europe could be served better 
by economic recovery than by temporary relief action. The 
basic impediments to rapid recovery were the European 
lack of foreign exchange, dol lars  in particular,  and lack of 
confidence in the future, both of which the United States 
could provide with some ease. If the Marshall  Plan was 
large and novel, it a l so  was essentially simple. Few such 
attractive opportunities have been open elsewhere. 

The United States has held underdeveloped countries 
to  be l e s s  important than those of Western Europe. It has 
committed itself, in NATO, to defend Western Europe with 
nuclear weapons if need be, but has been careful to avoid 
such a clear  nuclear commitment to the defense of under- 
developed countries. The stakes were not judged high enough 
to  justify the potential costs  of nuclear war.  Yet the broad 
strategic posture known roughly a s  containment has called 
for the United States to defend any and a l l  countries against 
Communist threat,  l e s s  because of the value put on a pa r -  
ticular country than because the loss  of any was thought to  
pose grave peri l  to al l ,  hence to  the United States. On this 
basis,  the United States from time to time has acted almost 
a s  though a threat to  an underdeveloped country were a s  
grave a mat te r  a s  a threat to Western Europe. But, on the 
whole, when an  underdeveloped country has not seemed 
threatened in the Cold War, it has not seemed very impor-  
tant to the United States. 

If Communist threat has given underdeveloped coun- 
t r i e s  special importance in American eyes,  the nature and 
immediacy of the threat here has been open to much ques- 
tion. Overt mil i tary attack on South Korea in 1950 took the 
United States by surpr i se ,  but most underdeveloped 



countr ies  a r e  not exposed by geography t o  such a t tack.  
Var ie t i es  of subversion and "indirect  aggress ion" have 
seemed the  g r e a t e r  problem.  But a l l  countr ies  a t  a l l  t i m e s  
a r e  exposed t o  such t h r ea t s  in  one degree  o r  another ,  and 
t he  c ruc ia l  question i s  not whether such a th rea t  ex i s t s  but 
whether i t  i s  se r ious  and urgent in  t he  par t i cu la r  case .  On 
t h e  whole, th i s  has  been a complex m a t t e r  of judgment in 
which ascer ta inab le  facts-- the  numer ica l  s i z e  of a Com- 
munist  par ty--have counted fo r  l e s s  than subjective i m -  
p ress ions ,  a s  about the  intensity and focus of popular d i s  - 
content. Responsible,  well-informed m e n  have held quite 
different views h e r e ,  and in consequence drawn different 
conclusions about whether a par t i cu la r  underdeveloped 
country was of g rea t  and urgent concern t o  the  United States .  
Thus, Cas t ro ' s  r e a l  o r  seeming t h r ea t  t o  Latin Amer i ca  
a f t e r  1959 made  that  a r e a  of the  world suddenly s eem much  
m o r e  important than it had during t he  decade p r i o r .  

Amer icans  have found it difficult, in  th i s  situation, t o  
se t t l e  and a g r e e  on what the i r  nation mus t  do in  under-  
developed countr ies .  Amer ican  visions of the  des i rab le ,  
however,  have tended t o  soar .  It i s  in  underdeveloped 
countr ies ,  r a t he r  than in Europe,  that  some  Amer icans  
have s een  t h e  opportunity t o  do  grea t  things,  t o  a l t e r  the  
world in g rea t  ways. 

Economic development f i r s t  a t t rac ted  Amer icans  fo r  
humani tar ian reasons ,  for  i t s  p resumed contribution t o  the  
prospects  of peace in some indefinite future ,  and because it 
seemed t o  offer a cou r se  of "positive" action fo r  the  United 
States  outside the  unpleasant "negative" act ions  of Cold 
War.  Over the  y e a r s ,  a s  the  Cold War endured and became 
m o r e  focused on underdeveloped countr ies ,  economic 
development was s een  m o r e  and m o r e  a s  a nece s sa ry  
undertaking, until it h a s  come t o  be a vision of the  d e s i r -  
ab le  a l s o  held t o  be necessa ry .  A s  economic development 
has  become a m o r e  se r ious  objective, m o r e  attention and 
a id  r e s o u r c e s  have been given t o  i t ,  and a host  of questions- - 
notably where  and how i t  should be sought--have requ i red  
m o r e  s e r i ous  answer .  

Fu r the rmore ,  the  long span of y e a r s  c lea r ly  requ i red  
fo r  the  succe s s  of economic development in mos t  countr ies  
has  made  it an  awkward foreign policy objective fo r  the  
United States.  The Marsha l l  P lan  was scheduled fo r  four 



y e a r s  and was a success  in l e s s  t ime.  Twenty-five to  forty 
o r  m o r e  years ,  a s  the  es t imates  fo r  economic development 
run, i s  a much  g rea t e r  span of the future  than foreign policy 
ordinar i ly  a t tempts  t o  cope with in any concrete  way. It i s  
simply too hypothetical. This might be no great  problem if 
economic development we re  the only objective of the  United 
States ,  but the Cold War has  posed many immediate  problems 
and c r i s e s  t o  be  hurdled somehow les t  the  course  of events 
change sharply and, in changing, change the shape of the  
m o r e  distant future.  

In many instances ,  the  United States  has  had t o  make  
some choice between what seemed a n  immediate  necessi ty  
and what seemed neces sa ry  a s  present  action on long-term 
economic development. P r eca r ious  governments faced with 
internal  Communist th rea t s  have been unable o r  unwilling t o  
take the difficult s teps  neces sa ry  if development we re  t o  p ro-  
ceed. To support the existing government against  th rea t  has 
seemed necessary ,  although this usually has  meant  t o  con- 
tinue i t s  inability o r  unwillingness t o  act  on development. To 
p r e s s  for  ma jo r  changes has  seemed neces sa ry  t o  develop- 
ment ,  although this  has  entailed r i s k  that one ea r ly  and mos t  
important change might be a government dominated by Corn- 
munis t s .  Such choices a r e  always difficult, and, when present,  
r i s k  mus t  be accepted for  future gain, the l e s s  hypothetical 
the  future and i t s  gain the  be t te r .  

A high degree of uncertainty about what it was possible 
for  the United States to  achieve has made  such choices no 
ea s i e r .  There  have been sound reasons  to  doubt that the 
United States  could promote a successful  p roces s  of economic 
development, and sound reasons  t o  doubt that i t  could s ecu re  
many of i t s  m o r e  immediate  objectives - -political stability, 
m i l i t a ry  defense capacity, favorable international alignment. 

Aid has offered only t o  supply the ex t ra  marg in ,  m i s  - 
sing component, o r  additional inducement needed for  success .  
In the  Marshal l  Plan,  dol lars  and confidence we re  the miss ing  
components. Others  neces sa ry  t o  rapid recovery--human 
skil ls  and att i tudes,  governmental  machinery--were presen t  
in  Europe. The m o r e  charac te r i s t i c  situation in underdevel- 
oped countr ies  has been the absence of a whole range of the 
e lements  neces sa ry  for  s u c c e s s .  Where only financial dif-  
f icult ies made  a government precar ious ,  aid could well mee t  
these difficulties. But the  problem r a r e ly  has  been that 
simple.  



To a considerable  degree ,  a id  to  underdeveloped coun- 
t r i e s  has  been provided by the United S ta tes  l e s s  out of con- 
fidence that it would succeed, the c a s e  in the  Marsha l l  P lan ,  
than out of conviction that the  United States  had to  ac t  some-  
how to  mee t  proliferating ~ b l d  War c r i s e s  and t o  p r e p a r e  
fo r  the fnore  distant future.  Aid often has  been provided 
when no other  cou r se  of action seemed acceptable o r  avai l -  
able  to  the  United States .  Aid for  economic development 
often has  been provided because it seemed c l ea r  that devel-  
opment would not succeed without aid,  whatever the chances  
fo r  succe s s  with a id .  The exper ience with aid to  under-  
developed cAuntries perhaps  above a l l  has  been a p r o c e s s  of 
trying,  and of t r i a l  and e r r o r .  

The conduct of foreign aid,  a t  f i r s t  glance, is a s e e m -  
ingly s imple  ma t t e r .  Brief notice he r e  of some of the  pecu- 
l i a r i t i e s  and complexit ies m a y  save the  r eade r  unnecessary 
confusion. 

Aid, as a f o rm  of additional r e sou rce s ,  pe rmi t s  the  r e -  
cipient to  shift i t s  own r e sou rce s  to  other uses .  Aid for  eco-  . 
nomic development can f r e e  the  foreign exchange another  
country needs  fo r  the purchase  of m i l i t a ry  equipment abroad 
o r ,  conversely ,  mi l i t a ry  ass i s tance  can f r e e  foreign exchange 
fo r  development needs .  A recipient a l s o  may  shift i t s  in ternal  
resources .  It may  decide that ,  s ince the  United States  i s  
willing to  provide r e sou rce s  fo r  economic development, it 
will put m o r e  of i t s  own into such things a s  higher pay fo r  the 
mi l i t a ry  o r  the civil  se rv ice  in the effort  t o  gain poli t ical  sup-  
port .  O r  it may  make  l e s s  effort to  collect t axes  o r  to  i m -  
pose new taxes .  

The re  i s  re la t ively  l i t t le the  United States  can  do to  
control  th i s  p roce s s  of substitution, save by withholding i t s  
aid to  foreclose  the  opportunity fo r  substitution. In some 
countr ies ,  th i s  substitution has  been no grea t  problem be-  
cause  of agreement  with the United States  on pr io r i ty  needs.  
But it h a s  been a problem in  many  ca se s .  That the  United 
States  supplied mi l i t a ry  ass i s tance  t o  only one of two r i va l  
countr ies ,  such a s  India and Pak is tan  while providing econo- 
m i c  ass i s tance  t o  both, does  not mean  that it helped only one 
to  a r m .  

Official labels  on a id  have been changed repeatedly and 
a r e  confusing. F o r  one example,  much  of the  aid given fo r  
economic development in  the 1950's bore  the  label "defense 
support." Aid s ta t i s t i cs  a r e  drawn together  to  answer  legal 



quest ions  often quite different  f r o m  the  layman 's  ques t ion--  
how m u c h  a id  did the  United S ta tes  provide?  They a r e  often 
confusing f o r  that  r eason .  Data  i s  given i n  t h i s  study t o  indi-  
c a t e  o r d e r s  of magni tude,  and a n  effort  i s  m a d e  t o  u s e  c o m -  
m o n  Engl ish  t e r m s  r a t h e r  than official l abe l s  where  they 
might  be confusing. Th i s  i s  done f o r  s impl ic i ty ,  but the  
r e a d e r  should be  warned that  a p robe  f u r t h e r  into t h e  da ta  
often will d i sc lose  a m o r e  complex si tuation and that  the  
effort  t o  apply t h e  common t e r m  "budget support ,"  f o r  ex -  
ample ,  somewhat unders ta tes  t h e  complexi t ies  that  a r i s e  
when a ' 'development loan" i s  used f o r  that  purpose .  

Some f o r m s  of a id  can be  provided v e r y  quickly. The  
United S ta tes  government  can w r i t e  a check t o  provide  do l -  
l a r s .  O t h e r s  r e q u i r e  r e la t ive ly  enormous  amounts  of t i m e  
and admin i s t ra t ive  ef for t ,  a s  when a development p ro jec t  
has  t o  be  engineered and planned,  bids sought on t h e  n e c e s -  
s a r y  mach inery ,  t h e  m a c h i n e r y  produced and shipped,  a p r o -  
c e s s  m o s t  difficult t o  complete  in  under  a y e a r .  A decis ion 
t o  provide  a id  often, but not a lways ,  c o m e s  f a r  in  advance of 
the  consequent de l ive ry  of aid.  The  pol i t ica l  impact  of a n  
offer  t o  provide  a id  thus  m a y  be m a d e  a y e a r  o r  s o  be fo re  
any a id  i s  unloaded a t  the  docks ,  and the  pol i t ica l  si tuation 
in which the  offer  was  m a d e  m a y  have changed sha rp ly  by t h e  
t i m e  t h e  a id  i s  del ivered.  

Most m a j o r  decis ions  on a id  have m a r k e d  t h e  outcome 
of a s t rugg le  within t h e  United S t a t e s  government  between 
m e n  of d ivergent  views,  and a id  occas ional ly  h a s  been s u p -  
por ted  by different  m e n  f o r  quite opposing r e a s o n s .  Official 
s t a t ements  about why a decis ion was  m a d e  have t o  be  taken 
with s o m e  rese rva t ion ,  not because  they a r e  intended t o  m i s -  
lead but because  they re f l ec t  t h e s e  c o m p r o m i s e s .  It is u s e -  
ful, indeed indispensable ,  in  a study of th i s  s o r t  t o  speak  of 
what t h e  United S ta tes ,  the  Admin i s t ra t ion  o r  the  C o n g r e s s  
sought t o  do,  but t h i s  i s  a n  effort  t o  p o r t r a y  what a p p e a r s  in  
r e t r o s p e c t  t o  have been t h e  dominant r e a s o n ,  not t o  indicate  
a unity of mind o r  purpose  that  r a r e l y  h a s  exis ted .  

A s  t h e  f i r s t  p a r t  of a l a r g e r  study,  t h e s e  h i s to r i ca l  
c h a p t e r s  a r e  a s  m u c h  a n  e s s a y  about a n  exper ience  a s  a h i s -  
t o r y ,  and s u r e l y  not a n  encyclopedic h i s to ry  of a id .  They 
s e e k  t o  touch on m a n y  things,  f r o m  t h e  impl ica t ions  of 
A m e r i c a n  nuc lea r  p o s t u r e  t o  t h e  reorgan iza t ions  of t h e  a id  
agency.  They dea l  with s o m e  a t  length and leave many  
o t h e r s  untouched. Some coun t r i e s ,  notably I ran ,  a r e  



frequently mentioned, not because they were of special  
import ,  but because the author i s  m o r e  fami l ia r  with 
them and can draw il lustrations f rom them m o r e  con- 
fidently. 

The purpose of the ret rospect ive look i s  to  s e t  the 
stage for a m o r e  analytical consideration of present  and 
future problems of aid and policy toward underdeveloped 
countries.  The conclusions offered here  a r e  tentative, 
and point more  toward questions for the present  and future 
than toward some overal l  judgment about whether the past 
has been a ' l success l l  o r  a "failure. l 1  



I. PRELUDE TO AID TO UNDERDEVELOPED COUNTRIES 

With victory in 1945, Amer icans  meant  t o  ensure  a just 
and lasting peace.  The "permanent peace" won in 1918 a l l  
too c lea r ly  had sown the  s eeds  of g r ea t e r  conflict, but A m e r i -  
cans  saw the i r  own withdrawal into isolation t o  have been a 
c ruc ia l  mis take .  Surely ,  mos t  Amer icans  thought, the un- 
precedented scope and suffering of wa r  a t  long las t  had 
brought men  to the i r  senses - - to  c l e a r  recognition of the i r  
common and fundamental in te res t  in peace.  Now that men  
and nations saw that they mus t  work together ,  a lasting peace 
was  possible.  The task ahead fo r  the United States  and o thers  
was to forge and perfect  the  m e c h a n i s r  s -  -the international 
insti tutions--through which the  new will to  cooperate  could 
be t rans formed  into actual ,  effective cooperation on concrete  
p rob lems .  

Underdeveloped countr ies  we re  not a cen t ra l  concern,  
but it was thought essent ia l ,  if the  indivisible peace w e r e  to  
be kept,  that the i r  outstanding prob lems  be me t .  P l ans  fo r  
the peace  had been laid with some c a r e ,  and they contained, 
a s  a subordinate aspec t ,  a position of s o r t s  on how the se  
p rob lems  of underdeveloped countr ies  were  t o  be me t .  As  
the Cold War emerged ,  this position became ever  l e s s  t en -  
able ,  but not until just before the  Korean War did the  United 
States  begin to  ac t  on a quite different bas i s  in the  under-  
developed world. 

So f a r  a s  Amer icans  had inquired into the  m a t t e r  and 
could judge, the outstanding prob lems  of underdeveloped 
countr ies  were  an  acute  need fo r  improved s tandards  of l iv-  
ing fo r  the  "common man" and satisfaction of his  just de -  
mand to  exe r c i s e  the  right to  national se l f -determinat ion.  
It seemed in no way feasible  fo r  the United States  alone t o  
t r y  to mee t  these  p rob lems ,  and the peace ahead seemed t o  
hold l i t t le need fo r  the  uni ted States  t o  attempt t o  do so.  

Economic p rog re s s  fo r  a l l ,  expected to  be a pi l lar  of 
the  peace,  was t o  flow f rom the m o r e  o r  l e s s  autonomous 
operation of the international economy, once it was  r e s to r ed  
t o  o r d e r  and f reed of the improper  r e s t r a i n t s  and impediments 
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of the  past .  An International Bank, a n  International Mone- 
t a r y  Fund,and a n  International T rade  Organization we re  to  
be mechanisms  of cooperation toward this  end, and coopera-  
tion h e r e  in t ime  would bring improved s tandards  of living 
t o  underdeveloped countr ies .  National self -determination 
was known to  a r o u s e  s t rong emotions,  but s ince the  right 
was considered sett led,  when and how i t  was  t o  be exerc i sed  
seemed open to  amicable  resolution among reasonable  men .  
Colsoy and metropole  would have a s t rong common in te res t  
in continuing economic cooperation,  and economic p r o g r e s s  
would help t o  muffle the  appeals  of political ex t r emi s t s  and 
t o  bring reasonable  m e n  to  power.  So f a r  a s  nece s sa ry ,  the  
United Nations would bring contending pa r t i e s  together ,  se t  
l imi t s  to  t he i r  dispute by checking r e s o r t  t o  fo rce ,  and bring 
"world opinion" t o  bear .  

Amer icans  could a s s e r t  and believe that the i r  cen t ra l  
effort t o  forge and perfect  the mechanisms  of cooperation fo r  
the peace a l s o  was the  mos t  effective cou r se  of action fo r  
the  par t i cu la r  problems of underdeveloped countr ies .  A 
special  United States  p rog ram,  such a s  a id ,  t o  p romote  eco-  
nomic p r o g r e s s  in underdeveloped countr ies  ( o r  in Europe 
f o r  that ma t t e r )  seemed impract icable ,  unnecessary,  and 
possibly disruptive.of the  international economy a s  well. F o r  
the  United States  t o  support one s ide  o r  the other  in colonial 
qua r r e l s  seemed m o r e  l ikely t o  undermine the  authority of 
the  fledgling United Nations than t o  bring about the  de s i r ed  
set t lements .  

In the  past ,  Europe had played the  m a j o r  r o l e  in mos t  
of Asia ,  Afr ica ,  and the  Middle Eas t ,  and the  United S ta tes  
expected Europe now to  take the  p r i m a r y  responsibil i ty the re .  
The United Nations was t o  have an  overarching responsibil i ty 
in which the  United States ,  a s  a m a j o r  m e m b e r ,  would sha r e .  
The United States  had specia l  responsibil i ty in the  Phi l ip-  
pines,  in China, in South Korea,  and o ther  occupied a r e a s .  
But th i s  was t o  be t empora ry - - a  responsibil i ty fo r  the  suc-  
c e s s  of the  Phil ippine t ransi t ion t o  independence, fo r  South 
Korea  until postwar se t t lements  brought occupation t o  an  
end, fo r  China until the  continuing battle t h e r e  could be 
brought t o  a c lose .  The  United S ta tes  a l s o  had a specia l  
and continuing relationship with Latin Amer ica ,  but th i s  was 
thought to  impose only a l imited responsibil i ty fo r  the p rob-  
l e m s  and future  of Latin Amer ica .  

Thus, while the United States  undertook m a j o r  new 
- 
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responsibilities for the peace, it looked forward to  even 
l e s s  direct  responsibility for the problems of particular 
underdeveloped countries than it had had in the days of 
isolation. It would have a share in the general responsibility 
lodged with international institutions for  the problems and 
future of underdeveloped countries. But i t  would no longer 
be responsible for the Philippines, no longer need to t r y  to  
maintain an "open door" to  China, no longer need t o  pursue 
the Monroe Doctrine in Latin America,  and was not to  take 
over responsibilities f rom Europeans in other a reas .  It 
would need a general  policy toward underdeveloped countries 
but would have little need for policies toward particular 
countries. 

Mounting difficulties with the Soviet Union soon cast  - 

a dark shadow ac ross  the hope for peace, and the intensity 
of economic disruption and d is t ress  in the postwar world 
much exceeded expectation. Most Americans were loathe 
to  contemplate the possibility that their  wartime hopes 
were t o  prove vain once again, and they were slow to set  
these hopes aside. 

They seized instead on the possibility that difficulties 
with the Soviet Union would prove temporary. Perhaps the 
conduct of the Soviet Union was a consequence of i t s  te r r ib le  
suffering in war and would change once Russians saw that 
they had nothing to fear  and everything to gain from co- 
operation in peace. Perhaps Soviet conduct was aggressive. 
No lesson of the interwar period was more  deeply etched on 
the mind than the folly of appeasement. Aggressive behavior 
had to be "nipped in the bud, f i rmly and immediately, by the 
unity of a l l  against the t ransgressor  and, properly "nipped, " 

was to die back, not sprout anew. Thus, whether Americans 
saw Soviet conduct a s  defensive o r  a s  aggressive they could 
remain in agreement that peace remained possible and that 
the United States must  not r isk the chance for i t  through 
doubt, dis trust ,  o r  hesitation in  i t s  leadership. There  was 
no c lear  reason to adopt an entirely new policy toward under- 
developed countries. 

As  unpleasant experiences accumulated to  enfeeble this  
optimism, Americans began to see  Soviet conduct a s  a serious 
threat  to  the security of their  own nation. This  was startl ing, 
for the United States,  in sole possession of nuclear weapons 
and an  economic giant among those devastated by war or  
historically weak, had seemed beyond ser ious threat.  Yet 



Soviet intent to remain in Eas te rn  Europe had become clear  
while events in Western Europe ra i sed  the spectre  of Soviet 
domination of a l l  Europe against the United-States. 

The imperative was to  act in good time to forestal l  
this eventuality, but probable opposition a t  home threatened 
t o  thwart any effor t  t o  act. The Truman Administration, 
with l i t t le mandate f rom a public absorbed in domestic 
concerns,  faced probable opposition from remaining 
isolationists and from many of the new internationalists 
caught up in the vision of peace through cooperation--a 
coalition of those who opposed and those who supported 
the postwar foreign policy so  recently adopted. 

With Bri t ish notice in ear ly  1947 that Great  Britain 
no longer could c a r r y  the burden of responsibility for 
embattled Greece and threatened Turkey, the United States 
had to decide whether t o  substitute American for  Bri t ish 
aid and support, and quickly, o r  to  acquiesce in impending 
d isas te r ,  a t  least  in Greece.  The Truman Administration 
made the choice without hesitation and, having decided on 
a course for  immediate action, had to  t r y  to c a r r y  the 
Congress and the public with i t  a s  best it could. 1_/ 
President  Truman made his public case for  aid t o  Greece 
and Turkey in broad t e r m s  of the responsibili t ies which 
unpleasant reality thrust  on the United States in the world 
a t  large. It would be difficult to exaggerate the historic 
importance of this case ,  promptly labelled the Truman 
Doctrine, for  perhaps on no other t e r m s  could Americans 
have drawn themselves together a s  a nation t o  begin t o  
act  in the Cold War. But i t  i s  more  to the point here to  
note i t s  effect on policy toward underdeveloped countries 
where for the moment the United States saw no pressing 
need to  respond to the Cold War threat .  

The Doctrine portrayed the Cold War response a s  a n  
unpleasant, presumably temporary tactic in the pursuit of 
peace, t o  be adopted only where the threat  a rose  in  forms  
which could not be met  through the mechanisms of inter-  
national cooperation. Elsewhere,  the President  seemed to 
a s s e r t ,  the United States could and would continue with new 
vigor i ts  pursuit of peace through cooperation. The call  t o  
Cold War was sounded, and those who saw and feared the threat  
could rally. Yet those who thought reports  of Soviet threat  
exaggerated, and feared more  that unnecessary American 
militancy would destroy the chance fo r  peace, could choose 



t o  hear  the  Pres iden t ' s  emphasis  on the i r  vision of peace  
and, with him,  renew the i r  efforts t o  s ecu re  i t .  They could 
acquiesce in,  r a t he r  than oppose, the  l imited,  t empora ry  
Cold War m e a s u r e s  of a id  to  Greece  and Turkey.  The 
potential coalition of opposition never  fully c ame  into being, 
while the public acquiescence and support  essen t ia l  t o  a c -  
tion in the  Cold War became dependent on the  idea that the 
United States  could and would pursue  i t s  plans for  peace  
through cooperation amid Cold War.  

In the  Truman Doctrine,  t he  Pres iden t  absolved the 
Russian people of any ambition other than fo r  peace,  which 
by implication placed the  blame on t he  few men  in the  K r e m -  
l in,  perhaps  on Stalin alone.  This implied "devil theory" 
was fami l ia r  to  Amer icans ,  readi ly  g rasped  by them,  and 
made  the  idea that the  Cold War was  a l imited and t empora ry  
tact ic  credible .  The near -un iversa l  d e s i r e  for peace  would 
not be defeated by a few evil men ,  and the  peace could be 
pursued pending the i r  removal  o r  depar tu re .  Rather  di f fer-  
ent views, however,  we re  influential among many of the  
officials responsible  for  United S ta tes  foreign policy. 

One held Soviet conduct t o  be a continuation of the  h i s -  
t o r i c  expansive th rus t  of the  powerful Russian nation now 
under a Communist  reg ime .  Another,  found mos t  c lea r ly  in 
George Kennan's formulation of containment, put m o r e  s t r e s s  
on the  expansive th rus t  a s  a consequence of the  dynamics of 
a to ta l i tar ian,  Communist  socie ty .  While these  two views led 
t o  somewhat different policy p resc r ip t ions ,  both held the  
th rea t  t o  be much m o r e  enduring, deeply rooted,  and encom- 
pass ing than implied in the  Truman Doctrine.  Nei ther  held 
out much hope for effective action on peace through coopera-  
tion until a position of s t rength had been fully secured ,  p e r -  
haps  until the  Cold War had been won in some  vague future .  

With Europe and China of urgent Cold War concern,  
the  underdeveloped countr ies  we re  the  concrete  geographic 
a r e a  in which the  United States  p resumably  could and would 
pursue  peace  through cooperation with new vigor.  Whatever 
the  Pres iden t  m a y  have meant  by his  a s s e r t i on  in the  Truman 
Doctrine that  the  United States  mus t  " a s s i s t  f r e e  peoples 
everywhere  to  work out the i r  own dest inies  in t he i r  own way," 
many  Amer icans ,  pa r t i cu la r ly  those  mos t  unhappy with the  
"negative" cha r ac t e r  of the  Cold War ,  took th i s  t o  mean  
some  new "positive" r o l e  for  the  United States  in under-  
developed countr ies  where  i t  need not respond t o  Cold War 



t h r ea t .  Such a role  had not been thought feas ible  o r  nece s -  
s a r y  before  the  Cold War began, and policy officials ab -  
sorbed in effor ts  t o  mobi l ize  support  for  the  Marsha l l  P lan ,  
t o  begin plans fo r  NATO and fo r  m i l i t a ry  a s s i s t ance  t o  
Europe,  and t o  p r e p a r e  Amer icans  fo r  impending fa i lu re  
in China found it l e s s  r a t h e r  than m o r e  feas ible ,  and ha rd -  
ly  urgent .  But th is  in terpreta t ion of the  Truman Doctrine 
could not be denied explicitly without pe r i l  t o  the  p r eca r i ous  
s t r uc tu r e  of public support  essen t ia l  t o  fu r ther  action in the  
Cold War .  

The Sea rch  F o r  a New Approach 

The need for  some new approach t o  the  p rob lems  posed 
by underdeveloped countr ies  was nonetheless c l e a r .  If the  
focus of Cold War concern was Europe,  Amer ican  officials 
we re  wor r ied  about Communist  challenges in underdeveloped 
countr ies  a s  well - -notably in China, but in the  Phil ippines,  
Indochina, I ran ,  and other  p laces .  Neither the  weakness  of 
European met ropoles  nor t he  s t rength of r e s i s t ance  t o  their  
r e t u rn  t o  f o r m e r  colonies f r om which they had been ousted 
by Japan had been fully anticipated.  In genera l ,  the  s t r i f e  in 
underdeveloped a r e a s - - i n  the  Phil ippines,  Indonesia, Indo- 
china, the par t i t ion of India, between Arabs  and Jews--corn-  
pelled attention.  But what the  United States  could do he r e ,  
and hence what it wisely should undertake t o  do, were  f a r  
f r o m  c l ea r .  

The Br i t i sh  decision to  give ea r ly  independence t o  India, 
Pak is tan ,  Bu rma ,  and Ceylon pleased Amer icans  and, s e e m -  
ingly, relieved them of any ma jo r  problem h e r e  a s  well. F r a n c e  
decided t o  do otherwise .  A weak government m a y  lose  an  
empi r  e ,  but t o  relingquish one requ i res  s t rong government,  
which Grea t  Bri ta in  had and F r a n c e  did not. With F rench  
pr ide  and m o r a l e  bat tered by defeat in World War IT, the  
F r ench  government had l i t t le chance t o  weather the  domest ic  
poli t ical  consequences of a decision t o  give up a ma jo r  par t  
of t he  F r e n c h  emp i r e .  

It was  now a p r ime  Amer ican  concern t o  s t rengthen and 
support  Wes te rn  Europe,  F r a n c e  in par t i cu la r ,  in the  Cold 
War.  The Mar sha l l  P l an  offered t o  do th i s  through rapid 
economic recovery .  41 The batt le in Indochina was a d r a in  



on F rench  r e sou rce s ,  which impeded recovery,  and the 
Marshal l  P l an  inescapably helped F rance  t o  find the r e -  
sou rce s  i t  needed t o  continue in  Indochina. To  deny F rance  
the a id  i t  needed fo r  recovery and to  continue in Indochina 
would weaken F rance ,  perhaps  topple i t s  Cabinet of the  
moment ,  not provide F rance  with a government s t rong and 
s ecu re  enough t o  relinquish Indochina. The pr io r i ty  was t o  
s t rengthen F r a n c e  in the Cold War,  and Amer i can  officials 
hoped that  F r ance  soon would find some way t o  bring the 
s t ruggle  in Indochina t o  a conclusion. 

Aid to  the Netherlands was suspended, briefly and 
tentatively,  when i t  fai led t o  comply with the United Nations 
recommendation on Indonesia o r  the Netherlands Eas t  Indie s.  
F r a n c e ,  with a veto in  the  Secur i ty  Council, kept the  question 
of Indochina out of the United Nations, but once the question 
of Indonesia was before the United Nations, the United States  
felt compelled t o  take i t s  stand on the principle of national 
self-determination and then, in support  of the United Nations, 
t o  invoke the sanction readi ly  available t o  it against  the 
Netherlands.  Aid was soon resumed with l i t t le damage t o  
the pace of Dutch recovery.  I t  was ,  nonetheless,  a mos t  
difficult episode in the  re la t ions  between the Netherlands 
and the United States ,  and one that  su re ly  would have proven 
much worse  had the  Netherlands suffered f rom internal  d is-  
abi l i t ies  akin  t o  those of F r ance ,  o r  had the a id  been su s -  
pended long enough s o  that  the United States  was fo rced  t o  
make a se r ious  choice between i t s  in te res t  i n  European r e -  
covery and i t s  support  of the  United Nations. 

The United States had no s im i l a r  way in  which t o  t r y  
t o  influence Asian l e ade r s  and people toward a m o r e  moderate  
course .  It could not withhold a id  it was  not providing and, 
a s  i t  was  not p repared  t o  undertake some so r t  of Marsha l l  
P l an  fo r  Asia ,  could not hold out prospects  of mas s ive  a id  
a s  a n  inducement. The United States  would have liked t o  
induce both s ides  in these  qua r r e l s  t o  find ea r l y  and ad -  
vantageous compromise ,  but it was mos t  difficult t o  do s o  
in Europe ,  and Asian l e ade r s  felt that  the f i r s t  s t ep  was 
not for  them to  compromise ,  but for the  United States  t o  
withhold i ts  a id  f rom Europe. 

Economic improvement  in  underdeveloped countr ies  
seemed a l e s s  press ing and urgent problem. The immediate  
t ask ,  i f  t h e r e  was t o  be hope fo r  genera l  economic p r o g r e s s ,  
was t o  see  t o  the  recovery of industr ia l  Europe.  And in the 



y e a r s  immediate ly  following the  w a r ,  the  underdeveloped 
countr ies ,  if poor ,  seemed  in l e s s  acu te  need than they would 
in l a t e r  y e a r s .  

War  had not brought d r a m a t i c  devasta t ion t o  t h e s e  
countr ies ,  China excepted.  On the  con t ra ry ,  in  many  r e s p e c t s  
they seemed  be t t e r  off than before  the  w a r .  Demand fo r  
t h e i r  expor ts  had been high and remained  s o .  Grea t  Br i ta in  
had financed the  w a r  in a fashion that left f o r m e r  deb tors  now 
i t s  c r e d i t o r s ,  and half of i t s  external  l iabil i t ies in  1945 w e r e  
held in India, Burma,  and the  Middle Eas t .  Latin A m e r i c a n  
countr ies  had accumulated s izable  fore ign exchange r e s e r v e s .  
The problem was not that  underdeveloped countr ies  w e r e  un- 
ab le  to  pay f o r  the  manufac tu res  of Europe ,  but that  Europe  
could not supply enough manufactured goods to  sa t is fy  old 
l iabi l i t ies  and pay for  essen t ia l  food and r a w  m a t e r i a l  i m -  
por t s .  F u r t h e r m o r e ,  the  new International Bank fo r  Recon- 
s t ruct ion and Development soon found the  needs  of Europe 
f a r  beyond i t s  r e s o u r c e s  and,  with the  M a r s h a l l  P l a n ,  left 
European recovery  t o  the  United S ta tes .  It now had funds 
avai lable  for  economic development.  

Accumulated r e s e r v e s  in the  underdeveloped coun t r i es  
w e r e  soon expended, in  no s m a l l  p a r t  to  sa t is fy  pent -up d e -  
mands  fo r  imported consumer  goods that  had been s c a r c e  
during the  w a r .  The W.orld Bank found few cl ients  among 
underdeveloped countr ies  that  m e t  i t s  s t r ingent  c r i t e r i a :  
sound development p ro jec t s  with excellent  p rospec t s  of r e -  
payment.  In the  or iginal  conception, the  Bank was  t o  opera te  
largely  by guarantees  of loans m a d e  by o t h e r s ,  thus  t o  help 
r e s t o r e  t h e  e l e m e ~ ~ t  of confidence in  international lending. 
But s ince  i t  found litLle prospect  of loans it might guarantee ,  
the  Bank turned t o  r a i s e  capi ta l  through the  s a l e  of i t s  own 
s e c u r i t i e s ,  largely  on the  A m e r i c a n  m a r k e t .  This was both 
a s o u r c e  of delay-- the  Bank was not r eady  t o  lend until 1947--  
and meant  that it had t o  es tabl ish  i t s  own standing a s  a sound, 
"hard-headed" banking institution i f  it w e r e  t o  s e c u r e  funds .  
Loans  t o  underdeveloped countr ies  on l e s s  than str ingent 
c r i t e r i a  threatened to  impa i r  the  Bank's a c c e s s  to  fu r the r  
funds.  

The dissipation of accumulated r e s e r v e s  coupled with 
fa i lu re  t o  m e e t  the World Bank's loan c r i t e r i a  meant  that  
many  underdeveloped countr ies  began to  have a new need 
for  outside economic a s s i s t a n c e .  But these  r e a s o n s  ha rd ly  
m a d e  aid t o  underdeveloped countr ies  appear  promising.  In 



A m e r i c a n  e y e s ,  the  bas ic  need was  f o r  these  countr ies  t o  
put t h e i r  own houses  in  o r d e r .  

I r a n  was  one of the acu te  c a s e s .  The United Sta tes  
i n  i t s  involvement in I r a n  during the w a r  had awakened I r a n -  
ian expectations of postwar a id .  Once the  withdrawal of 
Soviet t roops  was  secured ,  however,  I r a n ' s  bas ic  problem 
s e e m e d  t o  l ie  i n  the  inabil i ty of i t s  government  t o  govern 
and to  put exist ing r e s o u r c e s ,  notably oil  r evenues ,  t o  good 
use .  E a r l y  I ran ian  reques t s  fo r  economic a i d  w e r e  tu rned  
t o  the  World Bank in the  knowledge tha t  the  Bank was  not 
yet r eady  t o  lend. L a t e r  r eques t s  w e r e  tu rned  t o  the Bank 
i n  the  knowledge that  the Bank was  m o s t  unlikely t o  lend un- 
l e s s  I r a n  undertook m a j o r  f i sca l  r e f o r m s  and development 
planning, s t eps  which A m e r i c a n  officials  a l s o  fel t  I r a n  m u s t  
take.  Development planning was  begun, but f i s c a l  r e f o r m  
a m i d  pol i t ica l  instabil i ty w a s  m o r e  difficult. By the  end of 
1949, the World Bank s t i l l  had no intention of lending t o  I r a n ,  
and P r e s i d e n t  T r u m a n  once again  to ld  the Shah of I r a n  that  
he m u s t  f i r s t  put his own house in  o r d e r  before considerat ion 
could be given t o  United Sta tes  economic a id .  

The unfortunate exper ience with a id  in China was  a 
spec ia l  f rus t ra t ion  f o r  A m e r i c a n  officials throughout th i s  
per iod,  and colored thought about a id  t o  o ther  underdeveloped 
countr ies .  In  China, the  United Sta tes  had t r i e d  a i d  and the 
denial  of a id ,  through the  brief  suspension of a r m s  ship- 
ments .  Neither proved effective.  A l a r g e  p a r t  of A m e r i c a n  
commodit ies  and those  shipped through the  United Nations 
Relief and Rehabil i tat ion Adminis t ra t ion found t h e i r  way into 
the black m a r k e t ,  inflation and prof i teer ing went unchecked, 
no significant ac t ion was taken on r e f o r m s ,  and much  mi l i -  
t a r y  ass i s t ance  ended in  Communist  hands.  F u r t h e r  a id  was  
judged a waste o r  w o r s e ,  s h o r t  of a m a j o r  change in  the 
Kuomintang, which mean t  the depar tu re  of Chiang Kai-Shek. 
Yet Chiang was  judged the  indispensable m a n  and A m e r i c a n s ,  
unprepared  t o  p r e s s  f o r  his depar tu re ,  did not s e e  what 
they could do without it. 3 /  

The Phil ippines offered some cor robora t ive  evidence.  
Effor ts  t o  make  independence a s u c c e s s  became bogged down 
i n  the  corrupt ion and favor i t i sm of Phil ippine pol i t ics  and in  
r e c u r r e n t  economic c r i s e s ,  while the  continuing "Huk" r e -  
bellion e v e r  threatened another  d i s a s t e r  such a s  China. A 
p r o g r a m  t o  equip and t r a i n  Phil ippine a r m e d  f o r c e s  had shown 
some s u c c e s s ,  but i t  had not brought a n  end t o  rebell ion,  o r  
t o  the  poli t ical  and economic discontent that  f ed  the rebell ion.  



The limited experience with aid t o  underdeveloped 
countries was not encouraging. When the Administration 
sought funds for Greece and Turkey in 1947, a number of 
congressmen asked why the Truman Doctrine did not call  
for fur ther  aid t o  China, since both Greece and China were 
beset by civil war  in which Communists challenged the exis t -  
ing government. The official reply was that the situations 
differed and called for  different responses  by the United 
States.  4 /  The Truman Administration hoped that the Greek - 
Government would put mi l i t a ry  and economic assis tance t o  
good use,  and had lost  hope that the Chinese Government 
would do so. Mil i tary assis tance t o  Turkey brought a strong 
Iranian request for s imi la r  t reatment ,  and the two countries 
were  exposed to  much the s ame  Soviet mil i tary threat .  But 
Turkey 's  stable internal  situation was a basis  for  confidence 
that the a id  would be put to  good use,  while I r an ' s  internal  
malaise  was a reason to  lack such confidence. The Truman 
Doctrine indeed could be applied to  China o r  I ran,  but the 
Administration doubted that a id  was an  effective response 
here  and was uncertain what, if anything, it could do. 

The ear ly  success  of the Marsha l l  P lan  turned new 
and favorable attention t o  a id  a s  a means t o  deal with troubled 
a r ea s .  On the one hand, success  in securing funds of such 
magnitude f rom the Congress for the novel purposes  of the 
Marshal l  P lan  forced some reconsideration of the common- 
place view that,  whatever might be said for  a id ,  the Congress 
would not vote the money. The Congress had insis ted on an 
ear ly  termination of wart ime Lend-Lease,  and a prohibition 
against i t s  use for  postwar relief o r  reconstruction was de- 
feated only by the vote of the then Vice-President H a r r y  T ru -  
man in the Senate. 5 1  It had insisted that UNRRA funds not 
be used for  reconstrzction and, a s  UNRRA became caught up 
in the Cold War,  brought i t  to a close by refusing a n  addition- 
a l  American contribution. The Congress was m o r e  willing, 
in  the ear ly  stages of the Cold War, to  provide funds for Gov- 
ernment  and Army  Relief in  Occupied A r e a s  (GARIOA), 
l a rge ly  for  West Germany, Japan,  and South Korea. It was 
insistent on fur ther  a id  for China, and accepted aid fo r  Greece  
and Turkey a s  a n  emergency measure  in the face of c lear  
a r m e d  threat.  But i t  was determined to  invoke economy in 
government and was not expected to  favor  massive a id  for  
Europe,  designed not to  meet a r m e d  threa t  o r  a s  traditional 
re l ief ,  but t o  reconstruct  the entire economy of Western 



Europe.  The Administration mounted a careful ,  extensive,  
and prolonged campaign t o  s ecu re  public support  fo r  the 
Marsha l l  P lan ,  and i t s  acceptance by the  Congress  was con- 
s idered  a m a j o r  political victory.  

On the other hand, the  Marsha l l  P l an  was indeed a 
novel en t e rp r i s e  that  gave Amer icans  exper ience and con- 
fidence that they could significantly improve the  overal l  
economic situation in other countr ies .  The Marsha l l  P lan  
was a l s o  charac te r ized  by p r o g r a m s  ranging f rom support 
of poli t ical  action and labor unions t o  improvement of com - 
mun ications media  designed t o  strengthen European goverx-  
ments  against  in ternal  Communist th rea t  while economic 
recovery  was in the  making. 

There  was l i t t le tendency among Amer ican  officials 
to  confuse the p rob lems  posed in Europe with those posed 
in underdeveloped countr ies .  As one high official of the  
Mar sha l l  P l an  put i t ,  in reminiscence:  "We knew f r o m  ex-  
per ience in Turkey (included within the Marsha l l  P l an  
sphere)  that what worked well in  Europe would not neces -  
s a r i l y  work e lsewhere .  But we did not know what would 
work." Successful exper ience in Europe,  however,  brought 
a new sense  of confidence, where fa i lure  in China once had 
been the  predominant thought, that  a g rea t  deal  m o r e  might 
be done with a id  in the  troubled world. 

Point Fou r  and Aid in Southeast Asia  

Amid t he se  concerns ,  P r e s iden t  Truman won election 
t o  a new t e r m  and turned t o  fashion an  inaugural  add re s s  f o r  
del ivery in January 1949. A bright,  challenging note i s  the 
o r d e r  of such inaugural  days ,  but was hard  t o  find. T h e P r e s -  
ident re i t e ra ted  Amer ican  support  for  the  United Nations and 
for  the  Mar sha l l  P lan ,  and spoke of the  new and unpleasant 
need fo r  NATO and mi l i t a ry  ass i s tance  in Europe.  Then h i s  
fourth and final point called fo r  a "bold, new program" of 
technical  cooperation to  lift the m a s s  of t he  world 's  popula- 
tion out of i t s  age-old condition of m i s e r y ,  d i sease ,  and ig -  
norance.  He spoke only of his  intent t o  have the  new Adminis- 
t r a t ion  study the  m a t t e r ,  but the  enthusiasm of public response  
a t  home and abroad thrust  the Administration into a lmos t  
f rant ic  organization of a Point F o u r  p rog ram.  

The cynic's r e m a r k  that  Point Fou r  was ne i ther  new, 



nor  bold, nor  much  of a p rog ram had some  justification. 
The United States  had a p rog ram of educational,  cul tural ,  
and technical  exchange with Lat in  Amer i ca ,  begun just  
before World War LI t o  mend  fences  in the hemisphere  and 
continued a f t e r  the w a r  with increasing emphas i s  on economic 
bet terment .  It was not considered a par t i cu la r ly  potent o r  
important  p rog ram,  save by those  engaged i n  i t ,  and the 
Information and Educational Exchange Act of 1948 had p ro -  
vided for s im i l a r  activity i n  o ther  underdeveloped a r e a s .  
Some congressmen questioned whether new legislation fo r  
Point F o u r  was indeed necessa ry .  

A m o r e  flamboyant effor t  t o  t r an s fo rm  I r an  into a model 
of what the United States  could do in underdeveloped countr ies  
had been suggested i n  the l a s t  year  of the war  and re jec ted  by 
the Department of State. Wart ime effor ts  t o  a s s i s t  I r a n  had 
been m o s t  f rus t ra t ing ,  and the suggestion was called "mess ia -  
nic global baloney" in  a Department of State memo  of the 
t ime.  6 /  Finally,  the United Nations with Amer i can  support  
was proceeding with a s m a l l  technical  a s s i s t ance  p rogram.  

What was new and bold was the s t rong suggestion that  
technical  ass i s tance  held the key to  success fu l  economic devel-  
opment. This  concept had been held by a few men,  l a rge ly  
those engaged i n  technical  a s s i s t ance  activity,  and a s  the Ad- 
minis t ra t ion moved t o  a c t  on Point F o u r  r a t he r  than t o  study 
i t ,  became a f t e r  a fashion the policy of the United S ta tes ,  o r  
a t  l e a s t  one of i t s  policies. Point Fou r  legislation,  passed  in  
1950, fo r  the f i r s t  t ime  declared economic development t o  be 
a n  official objective of the  foreign policy of the United States ,  
and it was t o  be pursued with technical  ass i s tance .  

Man)., perhaps  mos t ,  foreign policy officials doubted 
that  technical  a s s i s t ance  would bring economic development. 
But it was not t o  cost  much and hence would nei ther  upset  the 
economy-minded Congress  nor  diver t  funds f rom mi l i t a ry  
ass i s tance  fo r  NATO o r  the Marsha l l  Plan.  Nor would l imited 
technical  ass i s tance  open the problems of corrupt ion and di-  
ve rs ion  of a id  encountered in  China. It seemed doubtful that  
i t  would bring any radical  change in underdeveloped countr ies ,  
o r  difficult complications that  might flow f r o m  these  changes. 
F r o m  this  viewpoint, Point Four  was a n  innocuous p rog ram,  
with some  diplomatic and propaganda advantages,  which had 
strong public support .  Both those who doubted that  technical  
a s s i s t ance  would produce economic development and those 
who did not we re  ca re fu l  t o  s t r e s s  that  it was a long- term 



endeavor f r o m  which conclusive r e s u l t s  could be expected 
only in  s o m e  indefinite fu ture .  

T h e r e  w e r e  m a n y  r e a s o n s  f o r  the  w a r m  recept ion 
A m e r i c a n s  gave t o  Point  F o u r .  It was  much  in t h e i r  human-  
i t a r i an  and m i s s i o n a r y  t radi t ion.  It s e e m e d  a c o u r s e  of a c -  
t ion which fit t h e  e a r l i e r  a s s e r t i o n  of the  T r u m a n  Doctr ine  
that  t h e  United S ta tes  "must  a s s i s t  f r e e  peoples  everywhere ."  
While the  P r e s i d e n t  did not p o r t r a y  Point  F o u r  a s  en t i r e ly  
a p a r t  f r o m  t h e  Cold W a r ,  i t  was  widely taken t o  be so .  T h e  
idea  that  A m e r i c a n  technical  super io r i ty  and "know-how, 
r a t h e r  than Amer ican  money,  would put a n  end t o  pover ty ,  
d i s e a s e ,  and ignorance had wide appeal .  

Economic development thus  was  not just  fo rmal ly  d e -  
c l a r e d  to  be a n  objective of fore ign policy but es tabl ished a s  
one f o r  which A m e r i c a n s  had s o m e  enthusiasm--on t h e  p r o -  
posit ion that  i t  could be s e c u r e d  through technical  a s s i s t a n c e .  
Adminis t ra t ion spokesmen w e r e  ca re fu l  t o  s t r e s s  that  the  
United S ta tes  did not p ropose  t o  s e c u r e  economic develop- 
m e n t  f o r  o t h e r s ,  but only "to help o t h e r s  t o  help themse lves , "  
and the  proposed legislat ion sent  t o  the  Congress  recognized 
that  m o r e  than technical  a s s i s t a n c e  might be r e q u i r e d .  T h e r e  
w e r e  two bi l l s ;  one f o r  technical  a s s i s t a n c e ,  the o the r  to  p e r -  
m i t  t h e  Expor t - Import  Bank t o  guarantee  p r iva te  A m e r i c a n  
inves tments  in  underdeveloped countr ies .  Technical  a s s i s -  
t ance  was  t o  help c r e a t e  the  conditions f o r  the  s u c c e s s  of p r i -  
va te  capi ta l ,  and A m e r i c a n  inves tments  encouraged by g u a r -  
an tees  w e r e  to  help provide  the capi ta l  needed t o  move  the  
p r o c e s s  of development fo rward .  The  Congress  r e jec ted  i n -  
ves tment  guaran tees ,  l a rge ly  on the  grounds  that  it was  fo r  
o the r  coun t r i e s  t o  p romote  and safeguard p r iva te  inves tment  
within t h e i r  own b o r d e r s .  Strong opposition a l s o  was  ex-  
p r e s s e d  t o  t h e  idea ,  which t h e  Adminis t ra t ion did not encourage,  
that  the  fu tu re  might  br ing r e q u e s t s  f o r  capi ta l  a s s i s t a n c e  by 
t h e  United S ta tes  government .  

Economic development could be seen  e i the r  a s  a fore ign 
policy objective which t h e  United S ta tes  mean t  t o  take  the  
n e c e s s a r y  m e a s u r e s  t o  s e c u r e ,  o r  a s  a continuing asp i ra t ion  
toward which the  United S ta tes  mean t  to  t ake  s o m e  new a c -  
t ion.  In e i the r  c a s e ,  i t  was  t o  be  sought not in  s o m e  few s e l e c -  
ted  coun t r i e s  but eve rywhere ,  o r  a t  l eas t  wherever  A m e r i c a n  
a s s i s t a n c e  was  asked .  

T h e  m a j o r  concern  of the  Adminis t ra t ion dur ing 1949, 
however,  was  not Point  F o u r  but NATO and m i l i t a r y  a s s i s t a n c e ,  



the  new Mutual Defense Ass i s tance  P r o g r a m .  This  concern 
about NATO and the  mounting domest ic  poli t ical  q u a r r e l  over  
"China policy" began a c o u r s e  of events that  led the  United 
Sta tes  to  undertake substant ia l  economic a s s i s t a n c e  in South- 
e a s t  A s i a  shor t ly  before Point  F o u r  was  finally enacted in 
June 1950. 

The Adminis t ra t ion asked  the  Congress  f o r  blanket 
author i ty  t o  undertake m i l i t a r y  a s s i s t a n c e  anywhere outside 
the Soviet Bloc. But opposition was s o  s h a r p  and immedia te  
that  a new bil l  specifying the  countr ies  of Wes te rn  Europe,  
G r e e c e ,  Turkey,  the  Phil ippines,  South K o r e a ,  and I r a n  was 
substi tuted.  Outside Europe,  I r a n  was  the  one new addition. 
It s e e m e d  wise  t o  s t rengthen in ternal  secur i ty  f o r c e s  t h e r e .  

Mil i tary  a s s i s t a n c e  t o  Europe was con t rovers ia l ,  and 
the  exclusion of China provoked a m a j o r  q u a r r e l  in which 
s o m e  congressmen  charged that  the  United S ta tes  was  neg-  
lecting As ia  in favor of Europe.  The Adminis t ra t ion f i r m l y  
r e s i s t e d  fu r the r  m i l i t a r y  a s s i s t a n c e  fo r  China but accepted a 
compromise  provision which permit ted  the use  of $ 7 5  mill ion 
fo r  e i the r  m i l i t a r y  o r  economic a s s i s t a n c e  in  t h e  "general  
a r e a  of China." The Adminis t ra t ion did not plan t o  use  the  
funds and was  not r equ i red  by law t o  do  so .  It sought t o  avoid 
jeopardy to  the  en t i re  bil l  with i t s  funds fo r  NATO. Indeed, 
the  planning within the  Adminis t ra t ion pointed in  a d i rect ion 
quite different than new aid and involvement in the  "general  
a r e a  of China." 

Soviet explosion of a nuclear  device well before  A m e r -  
ican expectation, together with the  impending fa l l  of China, 
brought a m a j o r  foreign policy review in 1949. Attention was  
focused on the  probable si tuation,  four o r  f ive y e a r s  away, 
when the  Soviet Union would have a n  effective nuc lea r  fo rce .  
Over t  Soviet use  of mi l i t a ry  fo rce  had been somewhat d i s -  
counted in Amer ican  calculations because  the  Soviet Union 
did not p o s s e s s  nuclear  weapons. It had s e e m e d  improbable  
that  the Soviet Union would accept  the  r i s k s  of over t  m i l i t a r y  
action for  the  l imi ted s takes  of an  underdeveloped country.  
However,  once the  Soviet Union had a nuclear  a r s e n a l ,  it 
might adopt a m o r e  adventurous course ,  pa r t i cu la r ly  fo r  the  
high s takes  of Europe.  

It seemed  essent ia l ,  t o  those  who t r i e d  t o  plan f o r  the  
fu tu re ,  that  the  s m a l l  Amer ican  ground f o r c e s  not be engaged 
i n  As ia ,  about the  pe r iphery  of Communist  China, a t  the  
moment  when they might be despera te ly  needed in Europe.  



The vital was  t o  be protected a t  poss ible  cost  t o  the  second- 
a ry .  This position was  se t  for th  in public by Sec re t a ry  of 
Sta te  Dean Acheson i n  January  1950 when he d rew the defense 
pe r ime t e r  of the United States  in Asia  s o  a s  t o  exclude Korea ,  
Taiwan,and Southeast ~ s i a .  l/ The Administration had decided 
that  it could not defend these  countr ies  if a t tacked,  but the  
predominant es t imate  was that  the new Communist r eg ime  
in China would be too absorbed in  the  difficulties of consoli-  
dating i t s  control  within China, d isrupted by y e a r s  of civil 
wa r ,  t o  launch a n  external  a t tack.  

Amer ican  t roops  we re  withdrawn f rom South Korea  in 
1949. The Rhee government,  though faced with many other  
p rob lems ,  managed t o  put an end t o  guer r i l l a  activity.  Relief 
and rehabil i tat ion p rog rams  we re  taken over  by the  Economic 
Cooperation Administration (ECA) of the  Mar sha l l  P lan ,  in 
1949, and emphasis  was shifted t o  reconstruct ion and develop- 
ment .  When the  Korean War came  in June  1950, t he  United 
States  had provided some $450 mill ion in economic a id  of a l l  
kinds s ince 1945, 81 and it had been judged a substantial ,  if 
incomplete,  success .  The immediate  prospect  had been fo r  
reduction in Korean fo r ce s  and mi l i t a ry  expenditures,  with 
Mutual Defense Ass i s tance  P r o g r a m  (MDAP) mi l i t a ry  a s s i s  - 
tance focused on s p a r e  p a r t s  and fu r ther  t ra ining,  and for  
diminishing economic ass i s tance .  

Taiwan was quite another m a t t e r .  The Truman Admin- 
is t ra t ion sought t o  disengage the  United States  f r o m  the un- 
cer ta in  future of that  i s land without precipitating i t s  collapse.  
Mil i tary  a s s i s t ance  was  brought t o  a c lose  a t  the  end of 1949, 
and economic a s s i s t ance  was t o  be reduced.  A r u r a l  recon-  
s t ruct ion program,  combining land r e fo rm  and technical  
a s s i s t ance ,  had been begun on the  Chinese mainland f a r  too 
la te  t o  have any impact but nonetheless showed p romi se .  It 
was p r e s sed  forward on Taiwan. 

The s t ruggle  for  Indochina was  not going well fo r  F r ance ,  
and, a t  the  s a m e  t ime ,  a l l  was  not well in NATO. F r e n c h  
ground fo r ce s  we re  t o  be cen t ra l  t o  NATO stra tegy,  but they 
we re  deeply engaged in Indochina, and the  F rench  government 
was too weak t o  contemplate a ma jo r  fo rce  inc rease .  It in- 
s tead sought Amer ican  aid in Indochina on the  proposit ion that 
the  s t ruggle  t h e r e  thus  could be brought t o  an ea r l y  conclusion, 
and F rench  energ ies  tu rned  t o  NATO. Many Amer ican  officials 
doubted th i s  proposit ion,  and some opposed such aid strongly 
a s  ineffective involvement in the  l as t  s t ages  of a losing and 



unpopular cause.  But NATO was a much  l a r g e r  problem,  the  
defeat of F r ench  fo r ce s  in  Indochina would be a d i s a s t e r  fo r  
NATO, the challenge in Indochina now was seen  m o r e  c l e a r -  
ly t o  be Communist ,  and F rench  knowledge that "general  
a r e a  of China" funds were  available made  it pa r t i cu la r ly  
difficult fo r  Amer ican  officials to  fend off F r e n c h  reques t s .  

Miss ions  we re  sent t o  Southeast Asia  in la te  1949 and 
ea r l y  1950 to  s e e  if aid could be put to  good use  the re .  P r e -  
dictably, they found u se s  f o r  i t .  Mil i tary  ass i s tance  fo r  
F r a n c e  in Indochina, and economic a s s i s t ance  fo r  the  Asso -  
ciated States  of Vietnam, Laos,  and Cambodia that made  up 
Indochina, were  announced in May 1950. The United States  
was not p repared  t o  a id  only the  embattled colonial power in 
the  a r e a ,  and a id  p rog rams  fo r  Burma,  Thailand, and Indo- 
nesia  a l s o  we re  se t  under way. 

The $75 mill ion in "general  a r e a  of China" func's was 
about what the  Administration contemplated fo r  F r a n c e  in 
Indochina. But Sec r e t a ry  of State Acheson, under continuing 
p r e s s u r e  f r o m  the Congress  to  i nc r ea se  a id  to  Taiwan, 
suggested in e a r l y  1950 that  i f  congressmen ins is ted on 
fu r ther  action in  Asia ,  they might provide authority t o  use  
some $84 mill ion,  remaining unspent f r o m  the China Aid Act 
of 1948, in the "general  a r e a  of China." This handy device 
both eased  p r e s s u r e  t o  make  these  funds available to  the  
Kuomintang government on Taiwan and provided additional 
funds fo r  Southeast Asia .  The Congress  went along, with 
provision that  half of the $84 mill ion should be used on Ta i -  
wan i f  feas ible ,  and officials charged with aid t o  Southeast 
Asia  we re  ins t ructed to  d r aw  the i r  plans t o  fit the $75 m i l -  
lion under MDAP, a consequence of compromise  with the  
Congress  in 1949, and roughtly half of what happened t o  be 
left over  f r om the China Aid Act. It was a r a t h e r  random 
sum, and one which was over  t h r ee  t imes  what the Adminis-  
t ra t ion was seeking fo r  Point F o u r  on a world-wide sca le .  

The economic programs--$22 mill ion fo r  the Assoc i -  
a ted States  of Indochina, $10.2 mill ion fo r  Burma,  $8.9 m i l -  
lion fo r  Thailand and $7.9 mill ion for  Indonesia--were in-  
augurated on June 5, 1950 when authority t o  u se  China Aid 
Act funds became available in the omnibus a id  legislation 
a l so  authorizing Point Four .  Point F o u r  officials, contem- 
plating a p rog ram of roughly one-half mill ion do l la r s  in 
I r an  and one the s a m e  general  s i ze  in India, were  hard 
p r e s sed  t o  find appropria te  personnel  and pro jec t s  on th i s  



s m a l l  sca le .  ECA officials charged with the  p rog rams  in 
Southeast As ia ,  began on "the p r e m i s e  that ,  unless  concre te  
r e su l t s  can be achieved promptly  t h e r e  will be no future  fo r  
long-range technical  a s s i s t ance  and development p rograms ."  
Here  the  United States  sought t o  employ mi l i t a ry  a s s i s t ance  
and "all  the var ious  ins t ruments  of (economic) a id-- techni-  
cal  a s s i s t ance ,  g ran t s ,  loans and general  economic planning-- 
now, and in sufficient volume." ?/ 

The re  had been no overal l  policy decision that the  
United States  had a specia l  in te res t  in p ress ing  economic 
development forward rapidly in Burma,  Thailand, and Indo- 
nesia  (economic a s s i s t ance  in Indochina would be l a rge ly  
emergency re l ief) .  If anything, t h e r e  had been a decision 
somewhat to  the  contrary.  Nor was t h e r e  anything about these  
countr ies  that made  an  effort t o  promote  rapid  economic de-  
velopment appear  par t i cu la r ly  promising he r e .  Funds had 
become available,  and t he r e  were  p r e s s u r e s  to  put them t o  
work he r e .  ECA officials we re  t o  t r y  t o  promote  rapid eco-  
nomic development in  these  countr ies  while Point  F o u r  officials 
followed the i r  quite different approach e lsewhere .  

During the  s a m e  period of t ime,  the  Export - Import  Bank 
was being p r e s sed  into a new depar tu re  that  amounted t o  a 
fo rm of capital  a s s i s t ance  for  economic development. The 
p r i m e  function of the Bank was to  promote  Amer ican  exports ,  
but in  the la te  1940's, it  gave increasing favor  t o  loans ,  p a r -  
t icular ly  in Latin Amer ica ,  which a l so  could be seen  a s  a 
contribution to  economic development. In l a te  1949, it ex-  
tended a $100 mill ion l ine of c red i t  t o  Indonesia and then, in 
e a r l y  1950, p repared  a $25 mill ion l ine of credi t  f o r  I ran.  
Both we re  undertaken p r ima r i l y  fo r  poli t ical  reasons .  A m e r i -  
can support  f o r  Indonesian independence brought a ce r t a i n  
sense  of responsibil i ty fo r  i t s  succe s s ,  and the l ine of c red i t ,  
p r i o r  to  the  decision t o  provide a id ,  was in celebrat ion of 
Indonesia's final, f o rma l  independence. The Shah of I ran ,  
told once m o r e  that economic aid depended on h i s  sett ing his  
own house in o r d e r ,  had installed a "strongman" r e f o r m  
government of some  promise ,  and the  l ine of c red i t  seemed 
a nece s sa ry  Amer ican  response.  

This  was not just a n  export  promotion act ivi ty  which 
a l s o  might promote  development. It was a substi tute f o r  aid 
in the  absence  of an  established p rog ram and a substi tute 
that incidentally would promote  exports .  The l ines of credi t  
a l s o  we re  a f o rm  of aid mos t  suitable t o  the  doubts of the  
t ime ,  for they we re  not funds provided but funds p romised  if 



and when the recipients  came up with acceptable  p ro jec t s  o r  
uses .  The t r an s f e r  of funds, o r  a id ,  was r e se rved  pending 
be t te r  demonstra t ion that i t  would be put to  good use ,  yet the  
a id  could be offered and announced. The l ine of credi t  to  
I r an  was allowed t o  lapse  unused a s  I r an  plunged into the  
tu rmoi l  of oil nationalization and Dr .  Mossadegh. That t o  
Indonesia was not used fo r  some y e a r s ,  and then slowly a s  
Amer ican  technical  a s s i s t ance  helped Indonesians d r aw  up 
suitable p ro jec t s .  

Ju s t  before  the  Korean War,  then,  the United States 
had moved r a the r  f a r  into a id  t o  underdeveloped countr ies .  
It had established mi l i t a ry  ass i s tance  p rog rams  in Turkey,  
the Phil ippines,  and South Korea ,  was closing a p rog ram on 
Taiwan and beginning new p rog rams  in I ran ,  Thailand, and 
t o  F r a n c e  in Indochina. Economic p rog rams  for  Burma and 
Indonesia a l s o  we re  t o  include funds for equipment and 
t ra ining of policy o r  secur i ty  f o r ce s ,  r a t he r  s im i l a r  t o  m i l i -  
t a r y  ass i s tance  fo r  Thailand but not called that due t o  the  
"neutra l ism" of Burma and Indonesia. Point Four  was t o  
promote  economic development everywhere  through techni-  
ca l  ass i s tance .  The United States  had been providing a good 
dea l  m o r e  than technical  a s s i s t ance  in Turkey,  South Korea ,  
and the  Phil ippines and was t o  begin t o  do s o  in  Southeast 
Asia  a s  well. The Congress  had indicated sha rp  opposition 
t o  the idea of capital  a ss i s tance  for  development, but a sub-  
s tant ia l  portion of these  l a r g e r  p rog rams  was that ,  and the  
Export  -Import  Bank was being used a s  a source  of capital  
a ss i s tance .  

The United States  had a coherent m i l i t a ry  posture  that 
called fo r  it to  defend the g r ea t e r  in te res t  in  Europe a t  pos -  
s ible  cost  t o  the l e s s e r  in te res t  in underdeveloped a r e a s .  
But a s  yet it hardly  had a coherent policy toward underdevel-  
oped countr ies .  Save in Turkey,  mi l i t a ry  ass i s tance  was 
m o r e  t o  mee t  in ternal  secur i ty  needs,  including guer r i l l a  
challenge, than to  mee t  a possible overt  mi l i t a ry  a t tack f rom 
the Soviet Bloc. This  in ternal  t h r ea t ,  a s  the Phil ippines 
c lea r ly  showed, was not dependent on a common border  with 
the Soviet Bloc, yet mi l i t a ry  ass i s tance  was very  much con- 
centra ted about the Soviet per iphery.  Economic a s s i s t ance  
to  promote  rapid  economic development in Southeast Asia  
was ve ry  much directed a t  th i s  in ternal  t h r ea t ,  but e lsewhere  
in  the  underdeveloped world, the  United States  was t o  pursue  
development through the l e i sure ly  means  of Point Fou r .  
Pol icy a s  well as  a id  had grown piece by piece.  



11. TRIAL AND ERROR AMID EMERGENCY 

The unexpected a t tack on South Korea  in  June 1950 
posed an acute  di lemma for the United Sta tes .  It seemed 
c lea r  that Communist  intentions had been misgauged,  but 
how badly, no one knew. To respond in Korea seemed  e s -  
sent ia l  to demonstra te  Amer ican  will to  r e s i s t  aggress ion.  
Yet the a t tack,  a s  evidence of a new Communist  will ingness 
to r e s o r t  to m i l i t a r y  f o r c e ,  was  pe rhaps  evidence a s  well  
of Communis t  intention to use  mi l i t a ry  fo rce  e l sewhere  in 
the n e a r  future.  T o  fail  to respond in Korea  might  well  en-  
courage additional Soviet a t tacks .  To  respond in Korea  
mean t  mi l i t a ry  involvement in Asia  a t  p e r i l  to  the g r e a t e r  
i n t e r e s t  in Europe ,  and Korea might prove a feint to d raw 
the l imited ground fo rces  of the United States into Asia .  

The decision to respond was m a d e  with some hope 
that  a i r  power would prove decis ive ,  would allow the United 
States to respond and yet not be drawn into mi l i t a ry  engage- 
m e n t  on the mainland of Asia.  The  hope proved i l lusory,  
but the United Sta tes  could not afford to  have i t s  r esponse  
prove ineffective. Years  of econonly in defense expendi- 
t u r e  now meant  that Amer ican  ground f o r c e s  became a b -  
sorbed in Korea .  T h e r e  was  no r e s e r v e  to m e e t  a t tacks  
e l sewhere .  

The United S ta tes ,  turning to m u s t e r  whatever m e a n s  
i t  could, p r e s s e d  foreign aid heavily into s e r v i c e .  The 
Mutual Defense Ass i s tance  P r o g r a m ,  off to a slow s t a r t  
before Korea ,  w a s  given a l l  the impetus  money could p r o -  
vide. The Congress  quickly passed  a pending, $1,222 m i l -  
l ion,  one-year  extension and then provided a supplemental  
$4,000 million. By f a r  the g r e a t e r  p a r t  w a s  fo r  NATO, and 
t h e r e  alone did i t  s e e m  poss ible  to  put m a s s i v e  new m i l i -  
t a r y  ass i s t ance  to good use .  T h e r e  was  no shor tage of funds 
for  m i l i t a r y  ass i s t ance  to underdeveloped countr ies ,  but 
money and equipment would not quickly build s t rength  where  
sk i l l s ,  organization,  and will w e r e  lacking. 

The Technical  Cooperation Administrat ion (TCA) 



for Point Four  began to function in September 1950. The 
l a rge r  and urgent economic aid programs just begun by 
ECA in Southeast Asia seemed more  to  the point than Point 
Four  technical ass is tance that looked toward resu l t s  in 
some vague and distant future. 

Policy toward Taiwan was  changed sharply.  The 
Seventh F lee t  was ordered to  protect Taiwan, mil i tary 
assis tance was begun anew, and economic assis tance was 
increased to some $92 million in the year following the 
attack on Korea,  mostly a s  an emergency support p rogram.  
Commodities were  imported for sale  to generate revenues 
to  pay mil i tary costs ,  to help check inflation, for d i rec t  
use by the a rmed  forces ,  and a s  raw mater ia l  to keep 
existing productive capacity in operation. 

Military assis tance to French  Union forces  in Indo- 
china was pressed  forward. In Thailand, por t ,  r a i l ,  and 
road improvements had been planned and seemed most  
suitable to the new possibility of external attack. The 
"neutralism" of Burma and Indonesia made these two 
countries more  difficult problems for the United States.  
Greater  need was felt  for the political support of these 
countries in the Cold War,  and the United States sought 
to enlarge i ts  smal l  p rograms to build police forces  into 
mil i tary assis tance.  But Burma and Indonesia found any 
connotation of mil i tary o r  political alignment with the 
United States to be unacceptable. 

Burma declined to receive a mission sent in the 
summer  of 1950 to discuss  mil i tary assis tance.  Indo- 
nesia ,  with i ts  government badly split  on the ma t t e r ,  
received the mission but declined to receive mil i tary 
assis tance for  the t ime being. Economic assis tance con- 
tinued to be acceptable to both of these countries,  and, 
since the United States could not ac t  he re  with mili tary 
ass i s tance ,  i t  found al l  the more  reason to p r e s s  forward 
with economic assis tance.  

The United States had decided, in ear ly  1950, that i t  
mus t  do more  in the Philippines, but that this required 
major  re forms  by the Philippines. Americans felt g r ea t -  
e r  confidence that they could understand and recommend 
solution to Philippine problems than, say,  those of I ran ,  
and a mission was sent to investigate and recommend 
specific re forms  which were  to be prerequis i tes  for fu r -  
ther  economic assis tance.  The mission reported,  after 



the Korean War had begun, that major  reform of public 
administration, f iscal  policy, and land tenure (in general,  
what Americans wished they had secured in China) was 
necessary if fur ther  aid was t o  succeed. 

Some $250 million was held out in prospect,  but 
not until the spring of 1951, a f te r  the Philippine legislature 
had enacted most of the proposed re forms,  was specific 
new aid approved. Then only $15 million was provided 
pending performance with respect to  reform. This did 
not mean that the Philippines were without economic 
assis tance in the inter im,  a s  existing programs were 
not suspended o r  terminated. Reform was required for 
additional o r  new aid. Nonetheless, here  perhaps more  
than in any other instance throughout the his tory of a id to 
underdeveloped countries,  the United States imposed a 
stringent requirement f o r  broaci re forms a s  the condition 
of i t s  aid. This was done in Asia during the height of the 
Korean emergency when the United States felt impelled to  
p re s s  new economic assis tance forward in neighboring 
countries,  aligned or  "neutralist ,  " with few if any con- 
ditions. 

Concrete situations differed. The Philippines were 
aligned with the United States and Americans were confi- 
dent that they would not turn against the United States in 
the Cold War. Americans were not confident of this in 
Burma and Indonesia. Americans a l so  were confident 
that they could cope with Philippine problems; a confi- 
dence which did not extend to  Burma and Indonesia where 
the United States had had little pr ior  experience. Never- 
theless ,  conditions on a id  for  the Philippines made it 
appear  that t o  be a n  ally of the United States in the Cold 
War offered little advantage in t e r m s  of securing aid; 
indeed, in  some ways l e s s  advantage than to  be "neutral. 
The need for major  changes if a id were to  prove effective 
was not confined to  the Philippines but was quite a s  t rue  
in Burma,  Indonesia, and Thailand, with the necessary  
changes different in  each country, of course.  

I r an  was scheduled t o  have a Point Four  program 
of some $500,000. Now, in  the hope of ear ly  impact on 
the worsening internal situation, this was increased to  
$1,500,000. This meant a program somewhat l a rge r  than 
Point Four  officials could conduct effectively, one of no 
part icular  promise for  rapid economic development, and 



one too smal l  to sa t is fy  the de s i r e  of the I ranian govern- 
ment  f o r  substantial  economic ass i s tance .  I t  was  s a t i s  - 
factory to  no one, and plans we re  laid fo r  a $23.5 mill ion 
"Point Four"  p rog ram in the f i sca l  year  to  come;  that  i s ,  
for  an emergency aid  p rog ram conducted by TCA under 
the Point Four  label. 

India and Pakis tan we re  l e s s  exposed by geography 
than I r a n  o r  Burma to external  a t tack,  save f rom each 
o ther ,  and seemingly l e s s  threatened by internal  Commu- 
nis t  movements .  They we re  scheduled to receive only 
Point Fou r  technical  ass i s tance .  However,  a number  of 
American officials thought i t  n ece s sa ry  to do m o r e ,  pa r t i -  
cularly in India. Some, emotionally a t t rac ted  by the India 
of Ghandi and Nehru,  wanted a l a rge r  effort  to promote  
India 's  economic development. Others  thought that  m o r e  
a id  might soften India 's  s t r ident  ' 'neutra l ism.  " Pakis tan 
was  linked to India by intense mutual hosti l i ty.  Whatever 
was  done for one seemingly had to be done for the other  
if the United States was  not to have this hosti l i ty focused 
on it.  

La rge r  p rog rams  for  I r an ,  India, and Pak is tan  we re  
among the changes in aid for  underdeveloped countries 
the Administration had in mind when i t  turned to the Con- 
g r e s s  in e a r l y  1951 for  new aid legislation,  to be the 
Mutual Security Act. Aid to Europe ,  however,  remained 
the principal concern,  and a controvers ia l  change was  
proposed here .  

The successful  Marsha l l  P lan  was  to end in 1952, 
but the Administration sought to  continue economic a s s i s -  
tance a s  "defense support" to pe rmi t  rapid  r ea rmamen t  
without economic disruption.  The Congress  had grown 
unhappy a s  foreign a id  became a complex and confusing 
en t e rp r i s e ,  and i t  consistently viewed a id ,  save only Point 
Fou r ,  a s  a t emporary  expedient. Th is  t ransformat ion of 
a successful  p rogram due to end into a continuing effort  
of indefinite duration was anything but popular.  I t  begged 
the broad and awkward question of how temporary  the 
emergency and foreign aid w e r e  to  be. Some months be-  
f o r e ,  the Congress  had accepted new emergency  aid,  but 
i t  now was  nei ther  p repared  to deny the Adminis t ra t ion 's  
reques t s  nor fully p repared  to accept  them. 

The Administration chose not to  propose obvious 
changes in the one aspec t  of a id  popular with the Con- 



g r e s s  - - Point  F o u r .  The new p r o g r a m s  for I r a n ,  India,  
and Pakis tan w e r e  por t rayed  a s  but l a r g e r  Point  F o u r  
p r o g r a m s .  A f a i r  c a s e  for th is  could be made  in the p r o -  
- - 

- g r a m  for  India, where  a p romis ing  community development 
p ro jec t  w a s  to be multiplied many t i m e s  over  to cover much 

of the country and become a $54 mill ion p r o g r a m .  1_/ But 
by con t ras t ,  in the preceding year  TCA had had only $14.5 
mill ion for  new Point Four  p ro jec t s  in a l l  countr ies .  2 /  

The Mutual Secur i ty  Agency (MSA) w a s  c r e a t e d  to 
take over the functions of ECA in  Europe  and in As ia .  The 
United Sta tes  now had a c lea r ly  labeled emergency  aid p r o -  
g r a m  and aid agency in  the view of the Congress  to support  
i t s  "friends" abroad  in the Cold War .  I t  a l so  had a Point  
F o u r  p r o g r a m  admin i s te red  by TCA, - not to be an  e m e r -  
gency p r o g r a m  and not for "friends and a l l ies"  alone. 
But p rac t i ce  did not follow this  appealingly s imple  divi -  
sion. The  United Sta tes  had begun emergency  a id  p r o g r a m s  
of one s o r t  o r  another f r o m  Turkey  to  F o r m o s a  about the 
Soviet per iphery.  Some w e r e  cal led  Mutual Secur i ty  p r o -  
g r a m s ,  some w e r e  called Point  F o u r .  

TCA officials ca l led  on to  defend thei r  p r o g r a m  in 
I r a n  a s  "Point  Four"  found i t  an awkward t ask  a t  bes t .  
Economic development w a s  to be a long- te rm endeavor ,  
but both emergency  and nonemergency p r o g r a m s  w e r e  
concerned with development,  rapid  development for e a r l y  
poli t ical  impac t  in one c a s e ,  long- te rm development in 
the other .  Confusion lent  s t rength  to a conviction that  
t h e r e  w e r e  e lements  of the "shell  and pea" game in a id  
to  underdeveloped countr ies ,  which did not bode wel l  for 
congress ional  o r  public support .  

Amer ican  officials w e r e  just  beginning to  s tumble  
over some of the m o r e  prominent  obs tac les  to effective 
u s e  of aid to promote  development. MSA officials ,  often 
with exper ience in the M a r s h a l l  P l a n ,  w e r e  i m p r e s s e d  
with e lements  p r e s e n t  in Europe  but absen t  in underde-  
veloped countr ies :  "the v e r y  f i r s t  s tep  in any p r o g r a m  of 
economic development . . . m u s t  . . . be the  organiza-  
tion and maintenance of self -sustaining public s e r v i c e s . "  3 /  
Or in the words  of Dean Rusk,  then Ass i s tan t  S e c r e t a r y  of- 
State for  F a r  E a s t e r n  Affairs:  "These  new nations have 
insti tutional weaknesses  which a r e  difficult to exaggerate .  . . 
t ax  s t r u c t u r e ,  a police s t r u c t u r e ,  a public health s t ruc tu re .  . . 
educational s t ruc tu res .  All  these  need building f r o m  the 



ground up." - 41  Point Four  officials, a s  yet drawing mos t  
heavily on agricul tural  extension experience within the 
United States ,  were  convinced that carefully chosen and 
conducted demonstration projects  would cas t  widening 
c i rc les  of influence to bring successful  development over 
a long period of years .  They felt that i t  was neces sa ry  to 
begin by showing how hybrid seed would increase  crops 
yields ra ther  than by trying to res t ruc ture  the government. 

The "experts," MSA and TCA officials, gave very 
different testimony about what would work and what was 
likely to  prove a waste of t ime and money. It was,  to say  
the least ,  a situation in which a diligent congressman 
could become confused and wonder if the "experts" knew 
what they were  doing. 

New Adventures with Military Assis tance 

A proposal for mi l i t a ry  assis tance in Latin Amer ica  
was given close and hostile attention by the Congress in 
1951. The United States had sold a considerable quantity 
of surplus mi l i t a ry  equipment to Latin American countries 
and maintained the mil i tary advisory miss ions  established 
there  shortly before World War 11. But mi l i t a ry  a s s i s -  
tance to Latin Amer ica  had been res i s ted  by the Congress 
a s  unnecessary,  in the absence of external  th rea t ,  and a s  
an inducement to Latin mil i tary dictator ships. 

The Korean emergency provided new argument  for 
hemispheric  defense planning, and the Congress ra ther  
reluctantly accepted mi l i t a ry  assis tance to Latin Amer ica  
on this basis.  Only $38 million was appropriated f o r  fiscal 
1952, a modest  sum compared with mi l i t a ry  assistanc.e 
e lsewhere,  and a s  the necessary  international agreements  
were  not signed for some t ime,  l e s s  than one percent  of 
this sum had been delivered a s  equipment by the end of 
the f iscal  year .  The major  concern was not with external 
mi l i t a ry  th rea t  but with consistent Latin support in the 
United Nations, on Korea in par t icu la r ,  and with internal 
securi ty  in Latin American countries. The Administration 
wanted flexibility to offer mi l i t a ry  ass i s tance  in Latin 
Amer ica  when and where this might prove advantageous 
a s  events unfolded. Once begun on this basis ,  mi l i t a ry  
assis tance to Latin Amer ica  remained a permanent ,  ever 



sma l l  pa r t  of foreign a id ,  while the Congress  perennially 
voiced i t s  misgivings.  

At the  request  of the  Administration,  the  Mutual 
Secur i ty  Act of 1951 a l so  provided for  the  t r an s f e r  of up 
to  10 percent ,  o r  $39.6 mill ion,  of mi l i t a ry  a s s i s t ance  
funds fo r  Greece ,  Turkey, and I ran  t o  other  countr ies  in 
the  Middle Eas t .  Grea t  Bri ta in ,  with s t rong Amer ican  en- 
couragement,  was seeking to  f o rm  a Middle Eas t  Defense 
Command among A r a b  s ta tes ,  and it was  thought that  m i l i -  
t a r y  ass i s tance  might provide the inducement otherwise  
lacking for  Arabs  t o  join. The Command was t o  offer 
some safeguard against  Soviet th rea t ,  t o  s ecu re  the  i m -  
portant and ch llenged Br i t i sh  base  a t  Suez, and t o  some 
degree  t o  tu rn  i r ab s  away f rom the i r  preoccupation with 
I s r ae l .  The Arabs  de s i r ed  mi l i t a ry  a s s i s t ance -  -but f o r  
use  in the i r  qua r r e l  with I s rae l .  

Egypt was the key, and Egypt abruptly re jected the 
fo rma l  proposal  put forward jointly by Grea t  Britain,  
the  United States ,  F r ance ,  and Turkey in October 1951. 
The United States  then announced that mi l i t a ry  a s s i s t ance  
t o  Egypt did not hinge on the  specific proposal  f o r  a Mid- 
d le  Eas t  Defense Command and would remain  under con- 
s iderat ion.  But a s  the  situation in the  Middle Eas t  wor s -  
ened, par t icular ly  with Egyptian harassment  of the  base  
a t  Suez, the  United States  found no promising u se  fo r  mi l i  
t a r y  a s s i s t ance  in the Middle Eas t .  51 It only threatened 
t o  exacerbate  the  Arab  qua r r e l  w i t h b r i t a i n  and with 
I s r ae l .  

Troublesome "Strings" on Aid 

Meanwhile, "s t r ings"  on Amer ican  aid had become 
a sou rce  of difficulty fo r  the  United States  f a r  out of p ro -  
portion t o  any value they might have had. The Congress ,  
much i r r i t a t ed  by the "neutra l ism" of India and o thers ,  
sought t o  requ i re  that  a l l  recipients  of Amer ican  a id ,  save 
Point Fou r ,  in effect dec l a r e  the i r  alignment with the  
" F r e e  World." The Administration managed to  get this 
softened s o  that  it applied only t o  recipients  of mi l i t a ry  
ass i s tance .  Recipients of economic and technical  a s s i s -  
tance were  required only t o  dec l a r e  t he i r  adherence t o  
t he  pr inciples  of the United Nations. 61 - 



This  distinction escaped mos t  people a t  home and 
abroad.  Congressional d e s i r e  was  seen m o r e  c lea r ly  than 
the actual  legal requ i rement ,  and seen a s  a poli t ical  
"string" of the mos t  blatant so r t .  An angry ,  confused 
s t o r m  raged abroad,  pa r t i cu la r ly  in the "neutralist" coun- 
t r i e s  requ i red  only to r e i t e r a t e  their  adherence to the p r i n -  
ciples of the United Nations. The m o s t  d ramat ic  complica- 
tion occur red  in Indonesia. 

The  United States  ambassador  sought to induce the 
Indonesian government to  i s sue  the s t ronger  declarat ion 
of Cold War alignment although only the vague declarat ion 
of support  for  the United Nations was  nece s sa ry .  He may  
have sought t o  c lea r  the way for  m i l i t a ry  a s s i s t ance ,  pe r  - 
haps to strengthen the internal  ro le  of the Indonesian A r m y  
and other anti-  Communist  f o r ce s ,  o r  m o r e  simply have 
seen the fo rmal  declarat ion a s  of value in i tself .  The gov- 
e rnment  issued i t  and was  promptly forced to  res ign.  It 
was  a month before a new government could be fo rmed ,  
s o  excited was the a tmosphere ,  and a year  before  an  Indo- 
nes ian  government was  willing to enter  into a new aid 
agreement  with the United States ,  th is  t ime  incorporating 
the declarat ion of adherence to the pr inciples  of the United 
Nations nece s sa ry  in the f i r s t  place.  Economic and tech-  
nical  ass i s tance  was  continued in the in te r im,  but on a 
dubious legal ba s i s  a s  the Indonesian government consider-  
ed  the aid agreement  abrogated i f  the United S ta tes  did not. 
The episode deepened and entrenched Indonesia 's  "neutra l -  
i s m , "  and was  widely taken in other countr ies  a s  a d r a m a t -  
i c  i l lus t ra t ion of how the United States  sought to use  i t s  
a id  in the Cold War.  It ha rd ly  se rved  Amer ican  concern 
with the in ternal  th rea t  in Indonesia o r  the Amer ican  effort  

to  build public insti tutions the re .  1 1  
No country was  induced into Cold War alignment,  

ve rba l  o r  substantive,  in o rde r  to receive United S ta tes  
aid.  Nor was any country depr ived of American aid i t s  
government desi red.  The "string" a t  m o s t  pulled off a 
husk of verbiage re i t e ra t ing  es tabl ished posit ions.  But 
th is  was l i t t le  noted a t  the t ime ,  and the uproar  brought 
the question of "s t r ings"  to the fo re  in the argument  over  
foreign aid a t  home. Men took ex t reme posit ions,  e i ther  
that  the United States  mus t  aid only those who would stand 
up and be counted, or  that  i t  m u s t  place no "s t r ings"  o r  
conditions whatsoever on i t s  a id ,  which added yet another 



layer  of confusion. 
I ran  declined to  i s sue  the declaration required for 

mi l i t a ry  assis tance.  Consequently, mil i tary assis tance 
was suspended for a few months a t  a t ime when the United 
States was par t icular ly  interested in pressing forward 
with i t .  The la rge  "Point Four"  program had been plan- 
ned to  bring political support for the Shah's re form gov- 
ernment ,  but before this p rogram could be announced, 
the "strongman" p remie r ,  General Razmara ,  was a s s a s -  
sinated, the oil industry nationalized, and Dr. Mossadegh 
had emerged out of the resulting political chaos. The 
opportunity for Communist seizure  of power seemed much 
increased,  and the United States wanted t o  strengthen the 
internal securi ty  role of the a r m e d  forces .  But Mossadegh 
was wary of the a r m e d  forces  a s  the major  th rea t  t o  his 
position and wary of American involvement with them a s  
well. In a l l  probability, he was happy to  see  mil i tary 
ass i s tance  suspended and, by declining to  issue the r e -  
quired declaration, seized on the legal requirement by 
which the United States bound itself. 

Aid in the Iranian Oil Dispute 

The United States wanted a sett lement of the oil dis-  
pute with Britain l e s t  I ran,  deprived of oil revenues,  sl ip 
fur ther  into chaos advantageous t o  Communist seizure  of 
power. Mossadegh sought massive Amer ican  economic 
aid,  roughly ten t imes  the s ize  of the planned "Point Four"  
program,  a s  a substitute fo r  oil  revenues,  in o rde r  t o  f ree  
himself of any need to  come to  t e r m s  with Britain. This  
posed an  awkward choice fo r  the United States. If i t  did 
not provide such mass ive  aid,  Mossadegh would continue 
in  financial s t r a i t s ,  perhaps a n  inducement for  him to 
compromise with Great  Britain,  o r  perhaps a cause of 
breakdown within I ran  that would lead t o  Communist s e i -  
zure of power. To  provide such aid would s t r a in  the impor-  
tant Amer ican  all iance with Grea t  Britain,  mean no sett le- 
ment of the oil dispute, and it was unclear that Mossadegh, 
with a id  funds, would be able t o  control the internal si tua- 
tion. 

The $23.5 million planned "Point Four"  program 
was a readily available compromise.  It was not enough to  



solve Mossadegh 's  financial p rob lems ,  o r  t o  remove the 
financial p r e s s u r e  to  sett le the oil  dispute,  but in  ve ry  
modest  degree might help t o  fend off the Communist  threat .  
The pro jec t s  planned for  e a r l y  impact on economic p rog re s s  
were  thought pa r t i cu l a r l y~use fu l  to  demonstra te  to  the "corn- 
mon man" the benefits  of cooperation with the West,  bene- 
f i ts  he might eas i ly  overlook with Mossadegh a t  the helm. 
If th is  was a n  effort  p r ima r i l y  against  Communist  influence, 
i t  was no longer ,  a s  i t  once had been designed to  be,  a l s o  
a n  effort  t o  support  the I ranian Government,  fo r  the way 
for I ranians  t o  reap  these  benefits on a l a r g e r  scale  was  
t o  se t t le  the oil dispute with o r  without Mossadegh. Las t  
but not l e a s t ,  the l a rge  "Point Four"  p rog ram,  a s  well  a s  
the mi l i t a ry  ass i s tance  p rog ram,  provided a c c e s s  t o  I r a n  
for  Amer icans  a t  a t ime  when the United States  was much 
worr ied  about Communist  infi l trat ion into the government 
of I ran .  

The United States  a l s o  made a r a t he r  half-hearted 
a t tempt  t o  hold out the prospect  of g r e a t e r  a i d  t o  induce 
I r a n  t o  se t t le  the dispute with Great  Britain.  F o r  one 
among s eve ra l  ins tances ,  the United S ta tes  i n  August 
195 1 joined with Bri ta in  in a new proposal fo r  se t t lement  
that  included a n  offer of $10 mill ion in Amer i can  a id  t o  
e a se  I r an ' s  budgetary p rob lems  until oil  revenues  could 
resume.  It had no m o r e  succe s s  he r e  than in  inducing 
Egypt t o  join the Middle Eas t  Defense Command, and indeed, 
since I r a n  was willing t o  go without the l a r g e r  oil  revenues  
ra ther  than sett le the dispute with Grea t  Bri ta in ,  the  p ros -  
pects  we re  not good in the f i r s t  place.  

Aid After the Korean Emergency 

By 1952, when the Adminis t ra t ion had t o  t u r n  once 
again  t o  the Congress  f o r  new, one-year ,  a id  author i ty  and 
funds, the Korean  emergency  was drawing t o  a close.  The 
wa r  i n  Korea  had been s ta lemated s ince the  s u m m e r  of 1951, 
and the once strong f ea r  of immediate  additional a t t acks  e l s e -  
where  had faded. Frus t ra t ion  with the lack of vic tory in  Korea ,  
and  with the Cold War i n  general ,  had become dominant among 
the public and on Capitol Hill.  I t  was a l s o  a Pres iden t ia l  e lec -  
t ion y e a r ,  and  i t  was  known that  the T ruman  Adminis t ra t ion 
would not continue a f t e r  January  1953. Angry dissat isfact ion 



with almost  every aspect of foreign policy could be found 
somewhere in  the Congress,  and foreign a id  was not the 
lea s t  of the ta rge ts .  

The Administration, in a pattern to  be common in the 
years  to  come, proposed a n  overal l  total, $7.9 billion (half 
mil i tary assis tance for  NATO), which was l e s s  than i t  had 
sought the year  before ($8. 5 billion) but more  than the Con- 
g r e s s  had appropriated ($7. 3 billion). It could claim a r e -  
duction and yet sought a n  increase.  The Congress made a 
major  cut, 24.5 percent overall  most of which came f rom 
mil i tary assis tance for  NATO. The main effect of this  cut, 
however, lay well in the future. 

Military assis tance expenditures lagged f a r  behind 
funds appropriated, due to  long lead t imes  for new pro-  
duction and other difficulties. Of $11. 7 billion appropri-  
a ted since the beginning of MDAP in 1949, only $3 billion 
had been spent by the spring of 1952, although most  of the 
remainder  was obligated to  specific uses.  The Adminis- 
t ra t ion sought a n  additional $5 billion so  that the mi l i t a ry  
ass i s tance  "pipeline1' would not become depleted t o  force 
curtailment of mil i tary ass i s tance  some yea r s  hence. This  
was not convincing to  congressmen who expected that for -  
eign a id  could be sharply reduced a s  the emergency drew 
t o  a c lose,  and expected the coming Administration to  r e -  
duce i t .  

The United States had to  decide what i t  meant t o  do 
about underdeveloped countries. Korea had overturned the 
posture of the la te  19401s, notably the decision that the 
United States could not become mil i tar i ly  engaged about the 
p e r i p h ~ r y  of China. Most Amer icans  expected that a n  end 
to  battle in  Korea would bring a re turn  to some Cold War 
"normalcy, " but i t  was hard  t o  te l l  what this  might mean. 

Aid for economic development was one facet of the 
broad question. The United States  had gone fa r  beyond 
Point Four  on the basis  of the Korean emergency. Some 
Americans expected that the United States might re turn  t o  
Point Four  alone, while o thers  felt that a n  even g rea t e r  
effort, and one l e s s  charged with emergency, was required 
t o  promote development. This  l a t t e r  view became thor -  
oughly embroiled in 1952 with the question of a id  to  India. 

The Ambassador  t o  India, Chester  Bowles, a p ro-  
minent Democrat,  re turned to  the United States in 1952 
t o  lobby i n  the Administration and on Capitol Hill for  $1 



billion f o r  India over  four years .  The sum was the  addi-  
tional foreign exchange judged nece s sa ry  if India 's  f i r s t  
f ive-year development plan were  to succeed. Th is  pro-  
posal  that  the United States should do whatever was nec-  
e s s a r y  t o  the succe s s  of Indian development was ,  a s  c lose  
a s  a concrete  instance could be, t o  what the Congress  had 
fea red  and strongly opposed when i t  enacted Point Four .  
I t  would have been difficult to choose a country which 
s t i r r e d  m o r e  emotions  among Amer icans .  

Amer i cans  we re  sharp ly  divided in t he i r  a t t i tudes  to-  
ward  India. Some found the India symbolized by Ghandi 
mos t  a t t rac t ive ,  i t s  socia l ism and "neutralism" of a high 
m o r a l  o r d e r ,  and i t s  s i ze  and location such a s  t o  make i t s  
f r iendship vitally important.  Indeed, they were  engaged in 
a love affa i r  with India akin to  that  which other  Amer i cans  
had had with the China of pre-Communis t  days. They fa-  
vored g r ea t e r  Amer ican  contribution t o  economic develop- 
ment i n  genera l ,  but especia l ly  in  India. Other Amer icans  
were  deeply i r r i t a ted  by India 's  soc ia l i sm and self-righteous 
"neutra l ism,  " and by the love affa i r  of the i r  countrymen 
with India. Fu r the rmore ,  a id  t i ed  t o  planning i n  a country 
ins is tent ly  socia l is t ic  was seen  a s  a id  t ied t o  a Soviet, not 
an  Amer ican ,  economic philosophy. Aid t o  India divided 
Amer i cans  on emotional and ideological grounds and, a s  
much a s  any issue of f o r e ign  a id ,  along pa r t y  l ines .  

The Adminis t ra t ion did not accept  Bowles' proposal.  
It requested $1 15 mil l ion fo r  one year  and justified i t ,  not 
on the bas i s  of India 's  five -year  plan, but a s  a new depar-  
t u r e  within Point Four :  "to compre s s  into a shor t  period 
of t ime ,  4 yea r s ,  what i n  other  pa r t s  of the w o r l d .  . . 
will take a long t ime t o  do, because we do not believe we 
have a long t ime  and we must  get resu l t s  soone r , "  81 o r  
roughly the  justification of the previous yea r .  But t?;e Ad-  
minis t ra t ion was unable to  disengage a id  t o  India f r o m  the 
i s sue s  Bowles ra i sed ,  o r  disengage a id  fo r  economic devel- 
opment f r om a id  t o  India. 

A l l  became embroi led together .  When the Congress  
voted on the  Administration reques t ,  i t  voted m o r e  gene r -  
a l ly  on the Bowles proposal  and on g r e a t e r  a i d  for  economic 
development. I t  voted a n  emphat ic  nay. I t  was  nece s sa ry  
in the coming f i sca l  yea r  1953, t o  cut back the  p rog ram 
i n  India f r om $54 t o  $44 mill ion r a the r  than i nc r ea se  it t o  
$1 15 million. But the enduring and important  effect was  



not on aid to  India. The next Administration, in  different 
c i rcumstances and with different arguments ,  found it pos - 
sible t o  secure  g rea t e r  funds for India. The important 
effect was on the general  i s sue  of aid for  economic develop- 
ment. 

It was unlikely in  1952 that the Congress  would accept 
more  substantial a id  for economic development. It had a l so  
been unlikely that the Congress would accept aid to  Greece 
and Turkey in 1947, the Marshal l  P lan  in 1948, perhaps 
mil i tary assis tance for  NATO in 1949. Wise heads held 
that one could not know what the Congress would o r  would 
not accept until one t r i ed  in the right way. It was hard  a s  
always to  te l l ,  save in  re t rospec t ,  what the right way might 
be, but a proposal for  massive aid t o  India proved to  be a 
wrong way, a s  the Administration had recognized i t  t o  be. 

The Truman Administration, which in general  favored 
aid for economic development, saw i t s  l as t  ma jo r  opportu- 
nity to  affect this  mat te r  lost  in  the quar re l  about India. 
There  would be strong opposition to  substantial aid for  
development within the Administration to come. T o  argue 
successfully for i t  would be a most  difficult t a sk ,  and one 
rendered almost  impossible by the evidence of 1952, such 
a s  i t  was,  that the 'Congress was strongly opposed a s  well. 
Not until p r e s su re s  rose  in the Senate in 1956-57 for  g r ea t e r  
emphasis  on economic development was real ly  se r ious  con- 
sideration given to  the mat te r .  

The s t ra tegic  posture necessary  now that the Korean 
emergency was drawing to a close was another,  and m o r e  
urgent,  facet  of the broad question before the United States.  
If the 1949 decision to  avoid mil i tary engagement on the 
periphery of China had been overturned by the Korean War,  
the reasons for i t  had not lost  much of their  force.  In  the 
Korean War,  the United States alone had a nuclear a r sena l ,  
but the t ime was drawing ever  c loser  when the Soviet Union - 

would have an  effective nuclear force a s  well. How the 
Soviet Union and Communist China would then ac t ,  and how 
the United States should react ,  were questions that st i l l  r e -  
quired answers .  

If the question had not changed much, the answers  
which could be given had changed. To have successfully 
defended South Korea only t o  pull back to the 1949 posture ,  
in effect to abandon Korea,  was unacceptable. It was no 
more  acceptable t o  pull back f rom Formosa ,  Indochina, o r  



Thailand. In  i t s  defense of South Korea,  the United States  
had become committed t o  the defense of a l l  countries about 
the Sino-Soviet periphery. There had been talk of a "pol- 
icy of containment" before the Korean War,  but the r ea l  
policy had fallen short  of this in  underdeveloped a r e a s .  
Now the United States had become committed to  such a 
policy, but how it was t o  fulfill this commitment,  i f  i t  be- 
came necessary  to  a c t  on i t ,  remained uncertain. But 
most  Americans expected their  new mil i tary forces  and 
expenditures t o  be sharply reduced with the end of the 
Korean War,  and the i r  new emergency aid to  be curtailed. 

The defense of South Korea,  if l e s s  than the victory 
Americans would have liked, was presumed to  have de-  
t e r r e d  fur ther  a t tacks of th i s  sor t .  In re t rospect ,  men  
saw a variety of different explanations for  the attack on 
Korea; perhaps the Soviet Union had taken the withdrawal 
of American t roops in  1949, and Secre ta ry  of State 
Acheson's statement of the defense per imeter  t o  exclude 
Korea,  t o  mean  that the United States did not put par t icular  
value on that country and would not defend it. The Soviet 
Union may have mistaken Ame rican intention a s  the United 
States mistook Soviet intention. 

The three  additional c r i s i s  spots of that t ime--Iran,  
Indochina, and Malaya--happened to  be on the Sino-Soviet 
per iphery,  but in none was overt  mil i tary attack the cen t ra l  
problem. Guerr i l la  warfare  with outside support raged in 
Indochina and Malaya, while in  I ran  the element of mil i tary 
force lay only in  the distant background. If these c r i s e s  
showed the nature of the present  and future th rea t ,  "in- 
direct  aggression,  " the re  was no par t icular  reason to be- 
lieve that urgent problems for the United States would be 
confined to  countries on the Sino-Soviet periphery. 

The United States had to  gauge the threat  cor rec t ly  
and prepare  to  meet  it. If the th rea t  were mi l i t a ry  
against per ipheral  countries,  concentration of mi l i t a ry  
assis tance there  was in order .  If i t  were a th rea t  of "in- 
direct  aggression" t o  both per ipheral  and remote countries,  
other kinds of action would be required in many places ,  
perhaps in a l l  underdeveloped countries.  If both t h r ea t s  
were  combined, a s  many officials believed, the demands 
on the United States would be grea t ,  and a id  could not be 
curtailed, but perhaps mus t  be increased,  a t  the end of 
the Korean emergency. 



While Americans expected the i r  aid to be curtailed, 
the United States had ra i sed  opposite expectations in the 
underdeveloped world. In June 1950, Point Four  had been 
largely prospect.  In January 1953, the United States had 
ei ther  a Point Four  program o r  a l a r g e r  emergency a id  
program in virtually every  independent underdeveloped 
country, and var ie t ies  of a id  in a number of colonial t e r  - 
r i to r ies  a s  well. 91 Fu r the rmore ,  this  spread  had not - 
been solely a consequenci: of spontaneous demand. A m e r -  
ican representat ives  abroad had been instructed to encourage 
other  governments to  request Amer ican  aid,  notably Point 
Four .  Point Four  programs in Ceylon and Nepal, for ex-  
ample,  were thought necessary  because the United States 
was engaged in a la rge  program in neighboring India and 
might incur an  "adverse reaction" if i t  displayed no in-  
t e r e s t  in these countries.  

In few underdeveloped countr ies ,  if any, was the 
United States held to be supplying a l l  the aid that might 
reasonably be expected of it.  Point Four  programs,  far  
f rom being received a s  a sign of special  American interest  
and concern, a s  Amer icans  had hoped, a s  often had come 
to be seen  a s  a sign of American dis interest .  Everyone 
had a Point Four  program,  while the United States was 
providing the few of special  in te res t  with a good deal 
more .  Amer icans  began to  talk of a "revolution of 
rising expectations" for economic development, and the 
United States was increasing expectations for  Amer ican  
aid.  

Where some aid once had seemed necessary  t o  cement 
a n  alignment in the Cold War,  to help ensure a vote in the 
United Nations, t o  support a "friendly" government,  o r  more  
broadly t o  improve the "image" of the United States o r  the 
"Free  World" among the populace, more  aid now seemed 
required for  the same t a sks  in the s ame  places.  The United 
States felt that i t  was making a proper  contribution to  eco- 
nomic development in Latin Amer ica ,  but found that Latins 
were dissatisfied with the idea that they should receive Point 
Four  ass i s tance  while India and other  countries received 
more  substantial  economic assis tance.  Whether the United 
States was "neglecting" Latin Amer ica ,  Lat ins  felt neglected. 
Pakis tan was unhappy with the magnitude of aid to  India; the 
Arabs  were unhappy with the magnitude of a id  t o  I s rae l .  
The United States had entered on a sp i ra l  in which, a id  t o  



s o m e  countr ies  became a r e a s o n  fo r  a i d  t o  o t h e r s ,  then 
some A m e r i c a n  a i d  became commonplace and taken m o r e  
o r  l e s s  f o r  granted.  Only ever - inc reas ing  a i d  t o  each  r e -  
cipient offered t o  improve A m e r i c a n  re la t ions  with i t .  

A m e r i c a n  officials  w e r e  a w a r e  of t h i s  spi ra l ing s i tu-  
at ion,  butthe United Sta tes  had yet  t o  decide how it  was  t o  
be handled. In genera l ,  each  A m e r i c a n  a m b a s s a d o r  wanted 
m o r e  a id  t o  help  m e e t  t h e  p rob lems  he faced in  the country 
t o  which he was  accredi ted.  T o  continue the s a m e  amount 
of a id  was  not much  help to  him,  while l e s s  a id  would com- 
plicate h i s  relation's with the  host  government  pe rhaps  i n  
ways that  could be por t rayed  a s  dangerous in  the Cold War.  
The United Sta tes  had to decide how se r ious ly  t o  take i t s  
re la t ions  with e a c h  and  e v e r y  underdeveloped country ,  and 
th i s  depended i n  l a r g e  p a r t  on what s o r t  of t h r e a t  was  to  be 
posed i n  the Cold W a r ,  where ,  and how the  United S ta tes  
was to respond to  it. 

The quest ions  open f o r  the future w e r e  l a rge .  A m e r -  
i cans  gave one f o r m  of a n s w e r  when they e lec ted  a new Ad- 
minis t ra t ion in  the s t rong  expectation that  i t  would be able 
to ,  and would, r e t u r n  the  United States to  s o m e  f o r m  of 
"normalcy.  I '  



I .  NEW COLD WAR CONCERNS 

The Eisenhower Administration took office with strong 
commitment to end the frustrat ing struggle fo r  Korea and 
stop the burgeoning of government expenditures. That fore-  
eign a id  was to be curtailed was taken m o r e  o r  l e s s  for  
granted. However, the new men responsible for  foreign 
policy soon saw many urgent problems requiring foreign 
aid,  par t icular ly  in  As ia ,  and were loathe to see i t  cut. 
Tension between the des i re  to  lleconomize" o r  "balance the 
budget" and to  do justice to  foreign policy problems marked  
much of the new Adminis t ra t ion 's  handling of foreign aid. 

To lleconomizell  quickly proved m o r e  difficult than 
had been expected. Major cuts i n  domestic programs posed 
unacceptable political cos t s ,  and attention turned t o  the la rge  
defense budget. , Cuts he re  were  perilous but nonetheless 
made on the proposition that,  with a "new look, the force 
increases  planned, under Truman could be "s t re tched out" 
over  a longer period of years .  Most mi l i t a ry  officers 
opposed th i s  but were  overruled by General  Eisenhower a s  
Pres ident .  In th i s  situation, foreign aid came into a m o r e  
direct  and immediate competition for  funds with mil i tary 
defense programs.  Funds for the one meant cuts in the 
other ,  and the political need t o  justify foreign a id  a s  a 
national securi ty  program in the narrow sense  had new 
force.  

The Administration cut the sum proposed by Truman 
for aid in  f iscal  1954 by 30. percent  amid  much talk about 
waste and reduction. 1/ The reali ty was somewhat different 
for  the cut came l a r g e i i  f rom mil i tary assis tance fo r  NATO, 
and, a s  i n  the cut made in  the preceding yea r ,  the effect lay 
i n  the future. There  was no intent t o  reduce NATO force 
goals o r  the United States  contribution. The immediate 
shortage was not of funds but of the complex modern mi l i -  
t a r y  equipment suitable to  Amer ican  and European forces .  
"Lead t imes1 '  fo r  the production of some of this  equipment 
were  long, and some of the funds obligated shortly af ter  
the onset of the Korean War were  just beginning t o  produce 
equipment in  quantity. A cur ren t  reduction, however, would 



affect what equipment came out of this  "pipeline" a t  what 
ra te  in the future. 

Funds for mi l i t a ry  assis tance in Asia ,  on the other 
hand, were increased above the Truman proposal t o  over  
$1 billion. The year  before, mil i tary ass i s tance  for  a l l  
underdeveloped a r e a s  had been l e s s  than a third of that for  
NATO; now funds allotted t o  Asia  were roughly half of those 
for NATO. Economic ass i s tance  for  Asia a l so  was increased,  
notably by $400 million t o  help defray F rench  costs  in  Indo- 
china. If this  i s  counted a s  aid directed t o  a problem in 
Asia ,  ra ther  than a s  defense support fo r  F rance ,  2_/ 
economic assis tance for  Asia  for the f i r s t  t ime was l a r g e r  
than that for Europe. The Eisenhower Administration did 
not cut the funds i t s  p redecessor  had proposed for Point 
Four ,  s t i l l  the one popular element in  aid. But i t  did cut 
a new category, "special  economic ass i s tance ,  " for  India, 
Pakis tan,  and the Near Eas t ,  including I ran ,  in effect to  
t r ans fe r  funds proposed for these countries t o  Southeast 
Asia and the F a r  Eas t  and to  re-entit le it "development 
ass is tance.  " 

A strong impression was given of ma jo r  reduction 
in  aid,  while the substance was t o  "s t re tch  out" plans for 
the defense of Europe a s  the United States turned more  
aid to  mil i tary problems in Asia.  On this basis ,  a id  was 
able t o  compete effectively in the budgetary p roces s  with 
the defense budget. Aid was judged a bet ter  defense ex-  
penditure for the United States in  Asia than equivalent 
funds spent on American a rmament .  

Indochina was the most  worr isome problem. "Any 
armis t ice  in Korea,  " said Pres ident  Eisenhower in  an-  
nouncing the a rmis t ice  in  July 1953, "that mere ly  released 
aggressive a r m i e s  to  attack elsewhere would be a fraud. I '  
Unfortunately, the a rmis t ice  inescapably did allow China to  
give m o r e  attention to  Indochina, where the struggle was 
going badly for France ,  just a s  i t  allowed the United States 
t o  give attention t o  problems other  than Korea. 

It would not do t o  secure a n  a rmis t ice  in  Korea only 
t o  see Indochina fall  under Communist control .  Nor would 
i t  do t o  end the frustrat ing experience in  Korea only t o  
plunge Americans into perhaps the g rea t e r  f rustrat ion of 
battle for Indochina. Fu r the rmore ,  the Administration was 
proceeding to  reduce the a r m e d  forces  that would be needed 
i f  i t  were to intervene in  Indochina. Some other course 



which meant neither the loss of Indochina nor a rmed  Amer-  
ican intervention was badly needed. 

The French Government meanwhile had put the United 
States on notice that i t  could not continue in Indochina un- 
less  the United States bore a much heavier share of the 
costs there. The long struggle for Indochina had become 
an  intense and central political issue within France,  and 
new difficulties in North Africa added to the tensions. The 
concern now was l e s s  that weakness within France might 
bring a Communist regime there than that France might 
abandon Indochina under f i r e ,  to leave the problem there 
t o  the United States. The $400 million to defray French 
costs in Indochina and additional military assistance were 
provided less  out of f i rm belief that France would succeed 
than out of conviction that otherwise the United States would 
be forced very soon to choose between armed intervention 
and the loss  of Indochina. 

The United States pressed France to declare the "in- 
dependence" of the Associated States of Vietnam, Laos,  and 
Cambodia in the hope that this would give the local populace 
greater  stake in the defense of their countries. Then in the 
summer of 1953 General Navarre, the French commander 
in Indochina, set  forth a new "plan" stressing more flexible 
counterguerrilla tactics and increased forces drawn from 
the "independent states.  " It held out some hope and was 
expensive. In September, the United States announced 
that it would add $385 million to  the $400 million already 
allocated. The Eisenhower Administration cautiously noted 
that the United States was now paying more than half of the 
French costs in Indochina. The French government, with 
a different political constituency, set the figure at 80 per-  
cent. 3_/ 

The mounting battle for Indochina made the United 
States concerned about the security of Thailand. After a 
Vietminh probe deep into Laos in April 1953, additional 
military assistance was rushed to Thailand. In Burma, 
on the other hand, the United States had become embroiled 
in a situation that led Burma to terminate American aid. 

Several thousand Kuomintang troops had fled from 
China into Burma in late 1949. Burma sought to d i sa rm 
them, could not, and became convinced, not without reason, 
that they were being supplied from Formosa with the active 
if covert support of the United States; After many repre-  



sentations t o  the United States ,  Burma took the issue t o  
the United Nations in March 1953 and notified the United 
States that i t s  a id  program must  end. Not until 1956 would 
the United States find an  opportunity to  begin i t s  a id  t o  
Burma anew. 

The United States was prepared to  make a major  
contribution to  Korean reconstruction. The need for  relief,  
reconstruction and defense support was est imated a t  $1 bil- 
lion over  three to four years .  41 Then the vigor of Syngman 
Rhee's opposition t o  a n  a rmis t ice  threatened to  disrupt deli- 
cate negotiations with the Communists.  A promise of $1 
billion in economic ass i s tance ,  fur ther  mi l i t a ry  ass i s tance ,  
and a Mutual Defense Pac t  was made to  help secure  Rhee 's  
acquie scence. Thus an  est imate  of what Korean reconstruc-  
tion might cost became a formal  promise of aid. In  the 
yea r s  t o  come, the United States would have m o r e  difficulty 
with Rhee over  the use and abuse of aid,  but would find i t -  
self in a poor position t o  s e t  fur ther  conditions. 

On the day the a rmi s t i ce  was signed, July 27, 1953, 
President  Eisenhower asked  the Congress for  authority,  
quickly granted, t o  use $200 million already appropriated 
for  mi l i t a ry  operations in  Korea on programs of relief and 
reconstruction. This was a most  convenient way to  get the 
f i r s t  installment on the $1 billion f rom the Congress .  An 
additional $66 mill ion fr'om the wart ime Civilian Relief in  
Korea program and $37 million already available t o  the 
United Nations Korean Reconstruction Agency brought total 
Amer ican  economic aid in  Korea during f iscal  1954 to  over 
$300 million. The next installments on the $1 billion, how- 
eve r ,  would have to  be sought f rom the Congress  a s  par t  
of the sum for  "foreign aid. 

It was not only in Asia that the Administration found 
increasing need for  aid. In August 1953, Mossadegh was 
overthrown in I ran ,  in par t  through covert  Amer ican  activ- 
ity. 51 The United States offered the new Iranian Govern- - 
ment $45 million in  budgetary support, and the aid mission 
director  delivered a $10 million check, the quickest, if not 
otherwise the mos t  advantageous way of generating the r ia l s  
with which the new Iranian Government might pay i t s  ex- 
penses.  By the end of the f iscal  yea r ,  June 1954, the United 
States had provided $20 million in  cash for  budget support, 
$51. 5 million in  commodity imports  t o  generate r ia l s  for  
budget support,  $1 1 million in "development ass i s tance ,  ' '  and 



$12.9 mill ion through the Point F o u r  p rogram.  It supported 
the ordinary I ranian budget a t  the r a t e  of $5 mil l ion a month,  
and such funds a s  were  available for  economic development 
p ro jec t s  came a lmos t  en t i re ly  f rom Amer i can  aid. The in- 
tent was t o  support  and t ide over  the p recar ious ,  ant i -Com- 
munis t  I ranian Government until oil revenues  would r e sume .  

A revolution in  Bolivia during 1952 es tabl ished a 
new reg ime,  the  Movimiento Nacionalista Revolucionario 
(MNR), p recar ious  and dependent on a r m e d ,  Marx is t  - 
oriented mine r s .  The Eisenhower  Adminis t ra t ion became 
much worr ied  about "left ist  tendencies" when the MNR 
nationalized the t in  mines  in  e a r l y  1953. World t in  p r i c e s  
fe l l  a t  the end of the Korean  War,  the  MNR sought t o  mee t  
the demands of the m i n e r s ,  and  labor  discipline collapsed. 
A hasty  land r e fo rm  sharpened the  decline in agr icu l tu ra l  
production. 

The Administration fea red  that the worsening econ- 
omic si tuation would bring a Communist  government to  
power in Bolivia, but i t  was loathe t o  en t e r  into specia l  
economic ass i s tance  in  Lat in  Amer ica  especia l ly  fo r  a 
"leftist" government that  had nationalized t in  mines .  How- 
e v e r ,  the World Bank declined t o  lend t o  Bolivia on the 
grounds that  i t  had not se t t led i t s  external  debt. An  effort  
was made t o  buy Bolivian t i n  a t  a specia l  p r i c e ,  but th is  
became entangled in the legal requ i rements  governing 
Amer i can  "stockpile" purchases .  An  amergency  wheat 
g ran t  of $8 mill ion was made under "Famine Relief1' 
legislation.  61 Then the Point Fou r  p rogram was in- 
c r ea sed  a lmos t  three-fold t o  $3. 1 mill ion,  $4.4 mil l ion 
in  "development ass i s tance"  was provided, 71 and the  
Export  -Import Bank made a $2.4 mill ion loan, Amer i can  
a id  t o  Bolivia i n  the year  ending in  June 1953 had consis ted 
of a $1.3 mill ion Point F o u r  p rogram.  Aid of a l l  kinds rose 
t o  $18.2 mill ion in  the  next f iscal  year  and to  $31. 7 mil l ion 
i n  the following year .  

In  March  1953, the Arbenz government of Guatemala 
expropria ted lands owned by the  United F r u i t  Company. As  
United F ru i t  was a n  Amer i can  company, th is  s e t  off a s t o rm  
within the United States.  The Eisenhower Adminis t ra t ion 
decided tha t ,  unlike the MNR i n  Bolivia, the Arbenz gov- 
e rnment  was beyond the pale,  and by October 1953 official 
s t a tements  t r e a t ed  i t  a s  a government dominated by i n t e r -  
national Communism. 



"One American nation has  succumbed to communist 
infiltration, Milton Eisenhower reported af ter  his  tour of 
Latin America. "Highly disciplined groups of communists 
a r e  busy, night and day, illegally o r  openly, in the Amer-  
ican republics . . . While. many persons may now think of 
Latin America a s  not being in the line of attack in  the modern 
world struggle, success by the communists in  these nations 
could quickly change al l  the maps  . . ." 81 Such comment 
set the tone. There  was talk of the need to-do more  in  Latin 
America,  but the Eisenhower Administration chose not t o  do 
much more  with aid there. After the Arbenz government 
was toppled in June 1954, with covert American support, 
aid was provided to the new Guatemalan government in  an  
effort to  support i t .  But on the whole, the new peri ls  
lurking in  Latin America seemed dwarfed by comparison 
to those in  Asia,  and the Administration held f i rmly to  the 
proposition that ample resources we r e  available for  Lat in 
American development if Latins would set  their  own affairs 
in  order .  Aid was to be reduced, not enlarged by new ven- 
tu re s  throughout Latin America. 

Problems in the Administration of Aid 

The Eisenhower Administration also undertook to re -  
organize the aid agency. The Mutual Security Agency be- 
came the Foreign Operations Administration (FOA), with 
Point Four  (or  TCA) made part  of FOA. Much of public 
and congressional i r r i ta t ion with foreign aid had come to 
be focused on aid officials and the a id  agency. The new 
Administration adopted this view. 

On the whole, the reorganization was based on the 
idea that aid was to  be reduced. A general  reduction in - 

personnel was ordered in  the aid agency a s  in  most  other 
government agencies, and the aid agency was no l e s s  af- 
fected than other foreign affairs  agencies by the intense 
excitement, in what has come to be called the "McCarthy 
e r a ,  " over internal security. In an episode peculiar to the 
aid agency, i ts  staff was required to pass  intelligence and 
aptitude tests .  Some failed and were discharged; some of 
these had to be rehired almost immediately a s  no one else,  
in the government o r  out, knew how to do their  complex jobs, 
and the intent was not to  bring aid to a halt. Amid the up- 



r o a r  of such proceedings, the need for more effective ad-  
ministration of aid became lost f rom sight, and this need 
had become sharp. 

Many aid officials were not particularly competent for 
the tasks now before them, which i s  not t o  say  that they had 
low intelligence quotients o r  that more competent men were 
available elsewhere. The aid agency had grown fast and had 
been staffed in a hurry. The experience of Americans with 
the administration of aid was limited, and much of it was 
experience with programs in  Europe o r  with very modest 
technical assis tance in Latin America. The problems now 
a t  hand were both different and more  difficult. 

Under the Marshall  Plan, American officials had been 
able t o  rely on a corps of competent European officials, men 
more  competent than Americans in the a f fa i r s  of their  own 
countries. Americans had been able to  work out plans, pro- 
cedures,  and specifications with Europeans well-equipped 
t o  know what was needed. In a European country, for  ex- 
ample, both the need for sawmill machinery and suitable 
technical specifications would have been worked out by 
Europeans. Americans would have approved the European 
plans and dealt with the procedures t o  secure the proper  
machinery. 

In underdeveloped countries, Americans found quite 
a different sort  of official--too often a Minister of Agricul- 
ture  with no ministry to speak of, l imited knowledge of agr i -  
culture,  and perhaps l e s s  interest  i n  it. Virtually every 
aspect of planning, procedures,  and specifications fell  t o  
American officials. When it was thought that a sawmill 
might be useful in Iran,  for example, Iranian officials had 
only some idea about how this was to  fit into their  economy 
and little notion about technical specifications. Americans 
were in much the same position, save that they knew the 
proper  technical specifications for  a sawmill in the United 
States o r  in Europe. The sawmill, when sent,  proved un- 
suited to  Iranian conditions and could not be made effective 
for some time. 

So far  a s  the purpose was to  promote economic develop- 
ment over the years ,  the United States could afford the s ix  
months o r  a year that might be required t o  have a specialist 
investigate what might be suitable. Such was not the case 
in Iran,  nor was i t  the more  general case. Foreign policy 
officials pressed  for quick action with aid, and, if they were 



right that economic assistance indeed was urgently re -  
quired, to  spend a year investigating the proper form of 
assistance was likely to prove self-deftiating. Only very 
experienced men could hope to act both quickly and wisely 
in this complex realm, i f  indeed even they could hope to do 
so. Experienced officials were in short supply in the aid 
agency, and the Administration could not secure more. It 
got rid of some, and others, despairing of the turmoil and 
insecurity of their position, decided that it was sensible to 
seek a rewarding career  elsewhere and left. In this fashion, 
the United States launched an ever more difficult and complex 
endeavor, and simultaneously undermined i ts  own ability to 
act effectively. 

In early 1954, the Administration again had to make 
the annual journey to the Congress for new aid authority 
and funds. It was an awkward time. The Congress, in an  
election year,  was determined to cut foreign aid, and the 
Administration's commitment to tleconomy" had not dimin- 
ished. Yet events abroad, notably the impending French 
military defeat in Indochina, presaged the need for more, 
not l e s s  aid. 

The Administration again proposed an  overall r e -  
duction by reducing new funds for military a s  sistance for 
NATO. It sought $3. 5 billion for fiscal 1955, o r  $1 billion 
l e ss  than appropriated for the preceding year, with funds 
for NATO cut from $1.8 billion to $800 million. 9/ 
President Eisenhower stressed that some 79 percent of the 
new funds were for "programs essentially of a military 
nature. " 101 These programs were primarily in under- - 
developed countries. New funds for Europe, military and 
economic, were $975 million, while $1.1 billion was for 
Indochina. 

The Administration had made what it considered, in 
a phrase of later  vintage, a "bare bones" request. To i t s  
distress,  the Congress insisted on cutting the $3.5 billion 
total to $2.8 billion, largely at the expense of funds for 
NATO but also through a rough 10 percent cut in funds for 
underdeveloped countrie s. Furthermore, the Senate Foreign 
Relations Committee amended the legislation to put a specific 
terminal date, June 30, 1955, on the aid agency. While the 
legal import of this provision was small, 111 - its political 
import was substantial. Many Congressmen voted for  it a s  
a way of expressing their desire that foreign aid be terminated. 



The Administration now was able to  foresee the t ime 
when the repeated cuts in  new funds for NATO would force 
a reduction in mil i tary assistance there.  Cuts in  aid for 
underdeveloped countries coupled with the general con- 
gressional attitude toward aid were a forecast of reduc- 
tion in this a rea  a s  well. 

Agricultural Surplus a s  a New F o r m  of Aid 

Amid these developments, the United States dis- 
covered a new and to  some a superior form of "aid" t o  
underdeveloped countries in P L  480, the Agricultural 
Trade and Development Act of 1954. P L  480 was f i r s t  
espoused by those who sought to  dispose of agricultural 
surpluses abroad in o rde r  t o  ease  the domestic agricul- 
tura l  tangle. But it was the idea that P L  480 was not just 
a disposal program but a supplement to ,  and indeed a 
superior  substitute for ,  "money" aid a s  well that made it 
so  attractive t o  many Americans. 

The use of surplus agricultural commodities was 
not new t o  the aid program. The Congress in  1953 had r e -  
quired that between $100 and $250 million of the funds ap- 
propriated under the Mutual Security Act be spent, if a t  
a l l ,  on such commodities. This had not imposed a great  
burden on aid a s  there  was a "normal" requirement for  
such commodities in some aid programs,  and there  was 
opportunity for substitution in Europe. Great Britain took 
$20 million in surplus tobacco a s  defense support. This 
freed British dollar holdings, otherwise perhaps used to  
purchase American tobacco, for purchase of commodities 
which might have been financed a s  defense support aid. But 
a s  economic aid to  Europe was ;.educed, these opportunities 
for substitution shrank, and they were not open on the same 
scale in underdeveloped countries. In a country whose t rade  
with the United States was small and which did not have sub- 
stantial dollar holdings t o  be freed, the substitution of wheat 
for machinery meant that the country would have wheat but 
not machinery. 

PL 480 proposed to dispose of $1 billion in surplus 
commodities over three years.  The grea ter  part ,  $700 
million under Title I ,  was to be sold for local currency,  
not dollars. The local currency then was to be loaned o r  



granted t o  support those activit ies toward which a id  was 
directed, and in  sma l l e r  par t ,  t o  pay U.  S. expenses in 
the country. Other  provisions,  Title I1 and Title 111, pro-  
vided for  grants  for  emergency relief and authorized the 
re lease  of surplus commodities t o  private Amer ican  volun- 
t a ry  agencies engaged in  relief p rograms abroad. 

Almost every  Amer ican  could find something a t t r ac -  
tive here .  To those who represented the f a r m e r ,  i t  offered 
t o  reduce the la rge  government stockpiles. To those intent 
on in  government, it was a id  f ree  of "cost." The 
government had a l ready  paid for  the commodities. It would 
save expensive storage costs ,  finance some of i ts  expenses 
abroad,  and reduce the need for  funds for foreign aid. F o r  
many Americans,  surplus  food and f iber  was a peculiarly 
appealing form of a id  for the i r  nation t o  extend: a id  for  the 
hungry, ill-clothed, unfortunate people of underdeveloped 
countries a s  against "money" aid for the i r  unfortunate govern- 
ments.  Aid officials saw m e r i t  i n  P L  480, for  they had hope 
that with this new program the Congress would cease t o  r e -  
quire that the i r  funds be used for surplus disposal. The 
opposition, not very  vigorous, came f rom officials of the 
Department of State charged with relations with other coun- 
t r i e s ,  who saw in P L  480 a dangerous possibility of surplus  
"dumping" in  international t rade.  

Much like the Point Four  proposal five years  before,  
s o  attractive a scheme a s  P L  480 was not long left to  play 
a modest  role. Many of those opposed to foreign a id  sup- 
ported P L  480 a s  a n  alternative which would permi t  other 
a id  to  be sharply curtailed. Many of those unhappy with the 
Cold War,  who sought not l e s s  a id  for  underdeveloped coun- 
t r i e s  but a shift t o  more  a l t ru i s t ic  objectives, saw precisely 
such a shift in the t ransfer  of surplus  food and fiber.  Expe- 
rience with P L  480 would belie a l l  simple notions about the 
relation between "food and fiber" aid and "money" aid,  but 
the more  immediate impact of P L  480 was t o  ease  many a 
mind troubled by the ongoing reduction in foreign aid. 

Policy Problems in  Asia and the Middle Eas t  

The impending French  defeat in  Indochina posed dif- 
ferent foreign policy problems. After much agonized con- 
side ration of mi l i t a ry  intervention, the Administration 



decided with events a t  Dienbienphu in  May 1954 that the 
opportunity had passed. It was necessary  to  negotiate a 
sett lement and to  t r y  to  keep the consequences f rom under- 
mining the Amer ican  position in Asia  and elsewhere.  

South Vietnam presented a most  unpromising situation. 
Laos and Cambodia had been li t t le touched by the long battle, 
but South Vietnam was to rn ,  controlled more  by a r m e d  sec ts  
and gangs than by any semblance of government, with morale  
a t  a n  ebb and refugees s t reaming in f rom the north. After  
some hesitation, the United States decided to  support Ngo 
Dinh Diem. It then did s o  t o  the hilt with aid. Some $500 
million in  emergency economic ass i s tance  was provided 
between June 1954 and June 1956, for  support of two-thirds 
of the government budget, for reconstruction of essent ia l  
facil i t ies,  and for relief and reset t lement  of a mill ion o r  
more  refugees f rom the north. Stocks of Amer ican  mi l i t a ry  
equipment left by departing F rench  forces  reduced the need 
for new mi l i ta ry  ass i s tance ,  but training of the a r m y  and 
police was extensive. 

By 1956, this  effort  in  South Vietnam was a consider- 
able and unexpected success .  Diem was in  f i r m  control,  
although not so f i r m  that e i ther  he o r  the United States 
wished to  r i sk  the nationwide elections which the Geneva 
Conference of 1954 had scheduled for  this  t ime. The need 
for  emergency aid was dwindling. "The stage was s e t  fo r  
the next major  step--preparing a longer t e r m  program to  
solidify the gains. . . and to  lay a foundation for a pro-  
gress ive ly  s t ronger  economy leading t o  the goal of self- 
support. '! 1 2 ,  

South Vietnam was only one par t  of the problem in 
1954. The Eisenhower Administration was much concerned 
l e s t  o thers  see the pattern of future Amer ican  action in  i t s  
willingness to  accept mil i tary defeat and negotiation in  
Indochina ra ther  than intervene with mil i tary force.  The 
danger was that the Soviet and Chinese leaders  would take 
this view and p r e s s  other en te rpr i ses  s imi la r  t o  that in  
Indochina in the expectation of the same outcome, while 
the peoples thus imperi led would assume that since the 
United States would not go t o  the defense of Indochina, i t  
would not come to  their  defense. If the defense of South 
Korea had demonstrated Amer ican  will, Indochina threat-  
ened to  leave quite a n  opposite impression.  

A year  before, in 1953, Secre ta ry  Dulles had begun 



t o  give serious thought t o  a military pact in the Middle East.  
He had been impressed, on a t r ip  through the a rea ,  with the 
military virtues of the Pakistani. Then the overthrow of 
Mossadegh in Iran, and the consequent pro-American gov- 
ernment there, opened the possibility of a "Northern Tier" 
joining Turkey, Iran, and Pakistan. The Baghdad Pact was 
under negotiation when the Geneva settlements in Indochina 
took place. Dulles turned t o  a similar pact, the Southeast 
Asia Treaty Organization. Such a pact had not been con- 
sidered promising in this a rea  of the world, but it was need- 
ed now to  give some demonstration of American will. 

It was hard to  find Asian members for SEATO. Under 
the Geneva accords, Vietnam, Laos, and Cambodia could 
not join. India, Burma, and Indonesia were hostile to the 
idea. Thailand was willing and the Philippines could be 
persuaded. The "Western" members which Dulles felt 
essential, Great Britain, France,  Australia, and New 
Zealand, were unwilling to enter any pact that committed 
them to  the defense of Chiang on Formosa o r  Rhee in South 
Korea. This left Thailand and the Philippines, rather too 
thin an Asian contingent for Dullest purposes. Pakistan 
was invited to join on the ostensible basis that it would pro- 
vide the link between the Baghdad and SEAT0 pacts. 

Thailand and the Philippines received more  aid a s  a 
consequence of SEATO, but the dramatic change was for 
Pakistan. Pakistan was declared eligible for military 
assistance in February 1954 shortly before a Turkish- 
Pakistani treaty, the f irs t  link in the Baghdad Pact ,  was 
announced. Then in October, with Pakistan to  enter SEATO, 
Pr ime  Minister Mohammed Ali visited Washington. On the 
occasion, the United States announced a three-fold increase, 
to  $105 million, in i t s  economic assistance to  Pakistan. 
Pakistan for the f irs t  time was scheduled to  receive more  
American economic assistance than India. 

The United States and Pakistanhad rather different 
interests in these pacts and in the military assistance con- 
nected with them. F o r  the United States, the pacts were 
directed against a Cold War threat;  the military assistance 
was thought necessary to  create the pacts and was to  build 
Pakistani forces against possible Communist aggression. 
Pakistan had been bitterly disappointed in i ts  early hopes 
for leadership of some Islamic world and for success in 
its quarrel with India. It was looking for a new, more 



important role in the world and for support against India. 
The pacts in alliance with the United States offered this. 
Pakistan tr ied to have the SEATO pact directed against 
aggression from any quarter,  that i s ,  Indian or  Communist, 
but was rebuffed by the United States. Nevertheless mili- 
ta ry  assistance (and economic a s  well) did support Pakistan's 
hand against the much larger India. 

The magnitude of the aid was a major political coup 
for Mohammed Ali, the Prime Minister. It also was deter- 
mined with an eye to supporting his government, or  a t  least 
the announcement was timed with his visit to the United 
States for  this reason. He had been Ambassador to the 
United States, was conside red pro-American, and relations 
with his government were very good. Finally, the United 
States saw a future need, later  made public in the course 
of the U-2 affair in 1960, for the use of a secure airfield 
on the Soviet periphery. 

The Baghdad Pact affected aid to Iran in a rather 
different way. There was no real  reason to doubt that the 
Iranian Government would adhere to the pact--its open ob- 
jection was that the pact offered too imprecise an American 
commitment. But it delayed until October 1955 when Turkey, 
Iraq, and Pakistan had adhered and the continued absence of 
Iran made the "Northern Tier" awkwardly incomplete. The 
delay was a bargaining gambit. 

There were domestic reasons for Iran to decline to 
adhere. Iran's historic foreign policy sought to play the 
Great Powers off against one another and to avoid align- , 

ment that would inhibit this. For  an unpopular government 
closely identified with the United States to break with this 
tradition to enter the Baghdad Pact would result in domestic ' 
reaction. But more important, American budget support 
for the Iranian Government was due to end a s  oil revenues 
resumed. They were resuming, and the government had 
no intention of parting with budget support. 

The Eisenhower Administration was divided on the 
matter of continued budget support for Iran. Some insisted 
that it  must end, and others feared that termination would 
imperil  the already precarious government. Iranian delay 
on the Baghdad Pact,  or the need for Iran 's  adherence, pro- 
vided the additional argument that tipped the scales in favor 
of those who wanted to continue budget support. Iran re -  
ceived $50 million in budget support during the year ending 



i n  June 1955, with $30 mill ion of th i s  a loan against  future 
oil revenues.  In  the next yea r ,  with the  s t ra tegem of the 
Baghdad Pac t  played and oil revenues again flowing on a 
substantial  scale ,  I r a n  received roughly the s ame  amount 
with the loan portion reduced t o  $12 million. 131 

I r aq ' s  adherence t o  the  Baghdad Pac t  flowed f rom the 
course  of events in  the  A r a b  world se t  in motion by the 1952 
mi l i t a ry  coup in  Egypt and the emergence of Nasser .  The 
United States encouraged I r aq  to adhere  because Dulles 
hoped for a broad A r a b  membersh ip  to  convert  the "North- 
e r n  Tie r"  into a n  inclusive Middle E a s t e r n  pact. I raq ,  on 
the other hand, came to see  the  Baghdad Pac t  and alignment 
with the  United States a s  a mechanism of defense against  
the new Egyptian leader  ship. 

Egypt was again the key. Ea r ly  Amer i can  es t imates  
of the new Egyptian leadership were  optimistic,  and  i t  was 
thought that once a set t lement  between Egypt and Grea t  
Bri ta in  over  the Suez base and the Sudan was reached,  
Egypt would prove cooperative with the West. In th i s  
sp i r i t ,  the United States undertook to  promote such a 
set t lement ,  press ing Bri ta in  and holding out the prospect  
of economic and mi l i t a ry  ass i s tance  before Egypt. With 
the sett lement in  the fall of 1954, the  United States immedi-  
a te ly  announced that it would provide $40 mill ion in  "develop- 
ment ass i s tance"  to  Egypt. Mil i tary ass i s tance  remained 
under discussion. The Amer ican  conditions - -assurances  
that mi l i t a ry  ass i s tance  would not be used against  I s r a e l  
and Egyptian adherence to  some mi l i t a ry  alignment such a s  
the Baghdad Pact--could not be reconciled with Nasse r ' s  
de s i r e  for  mi l i t a ry  ass i s tance  for  use  i n  the qua r r e l  with 
I s r a e l  and with h i s  dis tas te  for  any alignment with the West. 

A s  negotiations with Egypt over  mi l i t a ry  ass i s tance  
bogged down, those with I r aq  went forward.  The Egyptian 
quiet refusal  soon became a n  angry verbal  a t tack on anyone, 
I r aq  i n  par t i cu la r ,  who betrayed the A r a b  cause by entering 
a n  alignment with the West. A s  Nasse r  had wide appeal  
within I r aq  a s  e lsewhere in  the A r a b  world,  th is  was  mos t  
dangerous to  the I r a q i  regime.  It had solicited United 
States  mil i tary ass i s tance  in  March  1953 largely to  l e s sen  
the political identification with Grea t  Bri ta in ,  the existing 
supplier.  F o r  it t o  back away f rom Amer i can  mi l i t a ry  
ass i s tance  and the Baghdad Pac t  might hand Nasse r  a major  
political victory within I r aq  a s  well a s  in  the international 



sphere.  Only with a "strongman, " Nuri es-Said, establish- 
ed  in office was the Iraqi  Government prepared t o  take the 
internal political r i sks  of adherence t o  the Baghdad Pac t ,  
and the Pac t ,  f o r  the Iraqi regime, was directed more  
against Egyptian "indirect aggression" than Communist 
aggression. 

Military assis tance to  I raq  was kept modest: $5.4 
million in  f iscal  1955. Political support, not quantity of 
mil i tary assis tance,  was the central  concern of the Iraqi 
regime. Military assis tance in quantity a l so  posed pro-  
blems for  the American position in the Arab-Israel i  con- 
flict. Economic assis tance was kept even more  modest 
for  reasons that provide an  interesting contrast with those 
in neighboring Iran. Both countries had substantial oil 
revenues, but a s  those of I raq  had not been cut off, there  
was no part icular  reason  to  begin massive budget support. 
While the United States continued massive budget support 
in I r an  a s  i t s  oil revenues resumed,  in Iraq, i t  provided 
technical assis tance t o  help put oil revenues to  effective 
use. 

Amid these events in  the Arab  world, the United 
States a l so  began a special a id relationship with Libya. 
American forces  had used Wheelus A i r  Base in Libya 
since World War I1 under a n  agreement  with Great 
Britain,  but Libyan independence in 195 1 made a new 
arrangement  necessary.  A s  the Libyan Government 
desired t o  draw in  the United States to balance i t s  heavy 
dependence on Bri t ish subsidy, 141 the issue was one of 
t e r m s ,  not whether the United States could continue a t  
Wheelus. After negotiations had gone forward, the Amer -  
ican Ambassador,  in June 1954, presented a $1 million 
check l l for  economic development" and a pledge of 6, 000 
tons of wheat. A Libyan delegation ~ r o c e e d e d  t o  Washington 
t o  sign an  agreement  pledging the United States to  $7 mil-  
l ion plus 24,000 tons of wheat during f iscal  1955, $6 mil-  
lion annually for  the next s ix  years ,  and $1 million a year  
for  eleven years  thereafter.  The British-Libyan t r ea ty  
of 1953 called for  a somewhat l a rge r  sum in the years  
immediately ahead, but in t ime Bri t ish aid would diminish 
and that of the United States would r i se .  



A New A ~ ~ r o a c h  t o  Aid 

I n  a l l ,  the d iverse  uses  fo r  a id  w e r e  expanding, a 
fact  which was t roublesome a s  the Adminis t ra t ion turned 
again  t o  the Congress .  However, the 1954 elect ions  had 
brought Democrat ic  control  of the Congress ,  a sha rp  polit- 
i c a l  defeat f o r  the Republican Adminis t ra t ion but one which 
meant  a Congress  somewhat m o r e  favorable t o  foreign aid. 
The terminat ion of FOA required by the l a s t  Congress  a l so  
was  useful now. FOA was t rans formed  into ICA, the In te r -  
national Cooperation Administration,  and much was made  of 
a new approach t o  foreign aid.  The Adminis t ra t ion sought 
the s ame  overa l l  sum i t  had the  yea r  before,  and the Cong- 
r e s s  appropria ted what i t  had the yea r  before,  l e s s  $100 
million. One hes i t a tes  t o  cal l  th i s  a victory,  but m e a s u r e d  
by the previous downward t r end  and prospec t s ,  i t  was that. 
I n  effect, many m e n  in  the Adminis t ra t ion and i n  the  Cong- 
r e s s  had come to  accept that  foreign aid,  whatever i t s  
m e r i t s ,  was  he r e  to  stay.  

One otherwise minor  new proposal ,  a P r e s iden t ' s  
Fund fo r  Asian Economic Deyelopment, had considerable 
significance for  the kinds of foreign aid the  Congress  might 
accept  and what course  the United States  might follow with 
a id  in  the future.  The Adminis t ra t ion proposed a fund of 
$200 mill ion to  be available f o r  t h r ee  y e a r s  fo r  sound eco-  
nomic development p ro jec t s  of benefit t o  m o r e  than  one 
As ian  country o r  i n  which m o r e  than one cooperated.  Aid 
officials had urged th i s  proposal  because they wanted a 
shift t o  g r ea t e r  emphas i s  on  economic development and be- 
cause they thought the Congress  would accept  i t  in  th i s  f o rm .  
The Congress  fo r  some yea r s  had urged  the Executive t o  
find a way t o  apply t o  Asia  the principle of regional economic 
cooperation so  successful  in  Europe.  

The Congress  accepted the Asian Economic Develop- 
ment  Fund virtually in tact ,  151 - including the th ree-year  
authorization,  a sha rp  b reak  f r o m  pas t  ins is tence that  the 
t empora ry  a id  p rog ram could be author ized fo r  one yea r  
only. The Adminis t ra t ion had secured  "development a s s i s t -  
ance" funds f rom the Congress  in  previous  yea r s ,  including 
increasing funds for  India,  161 but the justification s t r e s s e d  
the "Soviet threat .  Th is  note was miss ing  i n  the justification 



for the Asian Economic Development Fund. It was aid t o  
be extended only for sound projects of promise to long- 
t e rm economic development and extended only i f  such pro- 
jects could be found. 

The flaw was that projects in which more than one 
Asian nation would cooperate were very difficult to find. 
Aid officials, on the basis of the presentation made to  the 
Congress, managed for a year to resist  pressure from 
other officials to put the funds to short-term, political uses, 
with the consequence that at the end of the fiscal year in 
June 1956, none of the funds had been obligated. But i f  it 
was very difficult to put aid for long-term economic devel- 
opment to work in this particular fashion, the episode 
demonstrated that the Congress was not so averse to sub- 
stantial development assistance a s  had been thought after 
the abortive experience with aid to India in 1952. 

Soviet Competition in Aid 

Soviet entrance onto the field of foreign aid a s  a com- 
petitor of the United States was startling and worrisome for 
many American officials. Soviet a r m s  to  Guatemala in 1954 
had offered a forecast,  but the United States had been able 
t o  check this situation with relative ease. American con- 
viction that the Soviet Union could not compete in the field 
of aid was little shaken. Soviet ideology and subversion 
were thought the dangerous problem, Soviet trade policy a 
potentially serious problem. That the Soviet Union could 
not back up its ideological claims with substantial aid was 
thought a major Soviet weakness. It might even be advan- 
tageous for a few underdeveloped countries to turn to the 
Soviet Union for aid, to discover for themselves the in- 
capacity that lay behind the glitter of ideology. 

The Czech-Egyptian a r m s  deal of September 1955 
was quite another matter. The United States had no ready 
way to  stop this,  it threatened to demonstrate that those who 
chose to defy the United States could get the a r m s  they de- 
s ired elsewhere, and Americans feared that the Soviet 
Union would seize the opportunity to gain control of Egypt's 
armed forces, hence of Egypt. Then in December 1955, 
Khrushchev and Bulganin traveled across  Asia leaving prom- 
ise s of substantial economic aid in their wake. American 



officials retained, and voiced, doubt that the Soviet Union 
had the economic capacity t o  per form on such promises ,  
but they a l so  feared  that economic capacity might prove 
largely irrelevant.  Soviet p romises  alone might disrupt 
alignments with the United States and Soviet performance 
might suffice to gain the acces s  necessary  to infil trate,  
then to  control, the recipients. Soviet aid might prove the 
handmaiden to  Soviet ideology necessary  for  Soviet success.  

This fear  of political potency in  Soviet aid s temmed 
in  no smal l  par t  f rom the vision many Americans held of 
their  own aid. If Amer ican  aid could keep precar ious  gov- 
e rnments  in office, draw countries into alignment, and shape 
the attitudes of peoples and nations in the Cold War ,  might 
not Soviet a id  prove equally potent in  the same r e spec t s?  
Fu r the rmore ,  the totali tarian government of the Soviet 
Union, i t  was said,  could be m o r e  flexible in such uses  of 
aid. Khrushchev did not have to  defend his  a id  actions 
before a hostile Congress.  Although the United States 
might have a decisive advantage in  aid for  economic devel- 
opment over the long-term,  Soviet competition came on the 
shor t - te rm political objectives that were the pr ime Amer i -  
can concern and Soviet success  he re  would foreclose the 
Amer ican  advantage in long-term development. 

Competition with the Soviet Union soon became a new 
and important corol lary of Amer ican  aid. The United States 
sought, so  f a r  a s  i t  could, to pre-empt the field, t o  offer 
a id  so that the recipient would have no reason  to t u r n  to  the 
Soviet Bloc o r  t o  persuade recipients that any Soviet aid 
was dangerous and would be taken very badly by the United 
States.  Where this was not possible,  the United States 
sought to respond with i t s  own aid t o  any prospect of Soviet 
aid,  l e s t  the Soviet Union have the field to  itself. 

Afghanistan was a striking case.  During the la te  
1940ts ,  i t  was American policy t o  avoid involvement i n  r e -  
mote and inaccessible Afghanistan. An Export-Import Bank 
loan was extended in 1949, a t  Afghan request ,  f o r  a dam 
complex in  the Helmand Valley, but this was not supposed 
to  bring a n  Amer ican  responsibility for other Afghan affairs .  
However, the Helmand Valley was a t  the center of Afghan 
prospects fo r  economic improvement. When it began to  
prove an  outstanding failure,  due to bad planning and many 
other mishaps,  it was a prominent failure for the United 
States.  A smal l  Point F o u r  program begun i n  1952 was en- 



larged to provide the technical ass i s tance  which might bail 
out the floundering dam project.  Then, in  1954, the Export-  
Import Bank made another loan t o  cover the major  over-  
sight of i t s  f i r s t  loan, the development of the Helmand Valley. 
The United States had become entangled in  an  increasingly 
expensive affair ,  and it res i s ted  Afghan requests  for  fur-  
ther  a id  t o  build roads,  pave s t r ee t s ,  provide a i r  communi- 
cations. Until the Helmand Valley could be put in o rde r ,  
to  s t a r t  new projects was judged foolish. 

Khrushchev entered in December 1955 to  offer a 
$100 million credi t  fo r  the projects which the United States 
had rejected. The United States changed i t s  mind and in- 
c reased  i t s  aid program f rom $2 million for technical co- 
operation to an  $18. 3 million total fo r  f iscal  1956. Of this ,  
$15. 3 million was "development ass i s tance ,  I '  l a rgely for 
a i r  t ranspor t  facilities. The Soviet Union moved to  g ra sp  
the opportunity offered by Afghan dissatisfaction with A m e r -  
ican aid,  and the United States,  dissatisfied with Afghan pe r -  
formance and intere:sted in a way out of a id  t he re ,  felt com- 
pelled to compete. 

Soviet competition closed Amer ican  argument over 
whether foreign aid might be terminated o r  radically cur -  
tailed. To point t o  the consequences should the United 
States withdraw and leave the field t o  the Soviet Union be- 
came the most  effective single argument for  continuing 
Amer ican  aid. Thus Soviet aid both added a new Cold War 
use for  American aid and gave i t  a new political lease on 
life. 

If aid had a new lease  on life,  i t  a l so  had become a 
complex en te rpr i se  indeed and one baffling for  most  Amer i -  
cans,  including many aid and policy officials and mos t  con- 
gressmen.  Aid fo r  Afghanistan was "development a s s i s t -  
ance, " but i t  was ha rd  for  aid officials to  see how they 
could put it t o  effective use on development projects  there .  
It was hard  for other Americans t o  see why the i r  country 
should undertake a major  effort to  promote economic de- 
velopment in Afghanistan, o r  why it must make a g rea t e r  
effort because Afghanistan accepted Soviet a id  while 
Egyptian acceptance of Soviet aid led, for the t ime  being, 
t o  Amer ican  condemnation. There  were now so many 
different uses of a id ,  in so many different places,  under 
s o  many different labels ,  that the aid program was very  
confusing. 



ICA and State Department officials increasingly 
were a t  loggerheads. Aid officials wanted economic aid 
turned to  long-term economic development, which they 
thought i t  could secure ,  and away from short- term pro-  
blems of Cold War on which they thought i t  wasted. Policy 
officials charged with responsibility for Cold War problems 
wanted a id  p re s sed  into service here ,  and wanted aid offi- 
c ia ls  t o  conduct the i r  p rograms in a way that would prove 
effective in this respect .  The power of decision over  where 
a id  would go, for  what reason,  and in what amount, l ay  
generally with policy officials, o r  m o r e  accurately with 
the i r  superior ,  Secre ta ry  of State John Fos t e r  Dulles. 
Responsibility for the conduct of the resulting programs,  
and for explaining and defending them to  the Congress and 
the public, fell  generally t o  a id  officials. Aid officials 
sometimes found themselves  trying to  conduct and explain 
programs which they had opposed from the beginning and 
found impractical.  Their  explanations did not often add to  
public understanding o r  congressional satisfaction. 

The argument over whether foreign aid was t o  con- 
tinue faded, only t o  be replaced by new argument over 
what the United States should be doing with it. Aid was t o  
continue, but continuing, somehow had to be fitted into a 
more  order ly  framework. 



IV. A QUALIFIED SHIFT T O  ECONOMIC DEVELOPMENT 

Aid was to be put in  o r d e r ,  but m e n  held different 
views on what o r d e r  might be. The obvious, str iking a l -  
ternat ive  to  the focus on press ing  Cold War problems of 
recent  yea r s  was long-term economic development. Some 
ins is ted on a shift in th i s  direction,  but policy officials on 
the whole held that  continued emphasis  on Cold War p ro -  
blems of recent  y e a r s  was essent ia l .  An ostensible shift 
toward a id  fo r  economic development took place over  the 
y e a r s  1956-60, but i t  was in  l a r g e  pa r t  a shift t o  g r e a t e r  
use of such a id  to  meet  sho r t - t e rm  Cold War problems.  

The Eisenhower Adminis t ra t ion in  e a r l y  1956 had 
some difficult decisions to  make about foreign aid. I t  was 
a Pres iden t ia l  election yea r ,  the Congress  was controlled 
by the opposition par ty ,  and the repeated pas t  "reductions" 
in  foreign a id  a t  the  expense of the  mi l i t a ry  ass i s tance  
"pipeline" requ i red  that  the Adminis t ra t ion seek a major  
inc rease .  A reduction in  m i l i t a ry  a s s i s t ance ,  par t icular ly  
fo r  NATO, loomed up unless  the "pipeline" we re  replenished 
with m a j o r  new funds. The l a rge  mi l i t a ry  ass i s tance  appro-  
priations secured  by T ruman  i n  1950-51 had s e rved  the 
Eisenhower Adminis t ra t ion well during 1953-55, but the 
end was a t  hand. 

Democrats  in control  of the  Congress  were  not slow 
t o  note that  the vaunted "economy" of the Republican Adrnini- 
s t ra t ion  had run i t s  cou r se ,  no r  slow t o  seek to regain  the 
initiative f r o m  the Adminis t ra t ion i n  shaping foreign aid. 
The Congress  focused i t s  cuts on the new funds sought f o r  
mi l i t a ry  ass i s tance ,  while funds for  underdeveloped coun- 
t r i e s  came through unscathed, indeed somewhat inc reased  

by the Congress.  - 1/ But the Congress  proved res i s tan t  to  
Administration views on where  and how these  funds should 
be used. 

The Congress  accepted the Adminis t ra t ion 's  p ro-  
posals  for  "defense support" in  underdeveloped countr ies ,  
but ins is ted on adding a provision fo r  "defense support" i n  
Lat in  Amer ica  which the Adminis t ra t ion had not sought. 2 /  
An amendment sponsored by Senator Sma the r s  provided that  



these "defense support" funds were t o  be used for  projects ,  
preferably in  the fields of health, education, and sanitation 
o r  land reset t lement ,  in Latin Amer ica  a s  a whole o r  among 
groups of countries. It was in  some respec ts  a n  extension 
to  Lat in  Amer ica  of the approach adopted a year  before in  
the Asian Economic Development Fund. 

The Administration proposed to  continue aid for  
economic development in  much the s ame  amounts--$I00 
million for  "development ass i s tance ,  $142 million for  
technical ass is tance,  the second $100 million for  the Asian 
Economic Development Fund--and t o  make one major  change. 
It asked  authority for the Pres ident  to  commit the United 
States to  aid the development of any country for a period up 
to  ten years ,  with total commitments not to  exceed $100 
million a year. This would not legally bind the Congress  
t o  provide the funds a t  some l a t e r  date,  but the United States 
would be in  a n  awkward position i f  the Pres ident  had com- 
mitted it t o  provide a id  and the Congress  then declined t o  
provide the funds. The proposal was modest in t e r m s  of 
the funds involved, but posed a ma jo r  change in the p re -  
vious year-by-year approach to aid. 

The project  immediately in mind was the Aswan 
Dam i n  Egypt. 3 /  A tentative agreement  on Aswan had 
been reached wit?; Egypt in December 1955, some months 
a f te r  the Czech-Egyptian a r m s  deal. The United States was 
t o  provide $56 million, Great  Britain $14 million, and the 
World Bank $200 million toward the f i r s t  stage, with ul- 
t imate  completion expected to  take ten years  and cost some 
$1. 3 billion. Aswan was Egypt's bright hope for  economic 
improvement,  and Egypt was Dulles' pressing Cold War 
problem in  the Middle East .  It was hoped that aid for 
Aswan would overshadow Soviet a r m s  aid t o  Egypt, check 
Soviet influence there ,  and render  Egypt a l e s s  disruptive 
ac tor  within the Middle East .  

Much of the Congress  and the public was hostile t o  
Egypt, and i t  was thought wise not t o  make a id  for  Aswan 
a d i rec t  legislative i s sue .  But by entwining the broad 
question of long-term a id  for  economic development with 
aid f o r  Aswan, the Administration secured  a sharp  "no" 
f r o m  the Congress ,  f i r s t  a "no" t o  a id  for Egypt and a l so  
a "no" to  long-term commitments in  general.  In shor t ,  it 
made much the same mistake that Ambassador  Bowles had 
made with respect  to  aid for  India in  1952 and secured  much 
the same resul t .  



A s  a substitute of s o r t s  for  the long-term author i ty  
the Adminis t ra t ion sought, the Congress  adopted a new 
"Statement of Policy" fo r  the  Mutual Secur i ty  Act  that  was 
the f i r s t  f o rma l  s ta tement  that  a id  would not end with the 
c lose  of the f iscal  year .  Aid would continue "as  long a s  
the (Soviet) th rea t  t o  the peace of the world  and t o  the s e -  
cur i ty  of the United States  pers i s t s .  l f  Then, having thus  
s t r e s s e d  the Cold War  purpose of foreign a id ,  the  Congress  
accepted a n  amendment ,  offered by Senator Humphrey, ex- 
p ress ing  the "sense of Congress"  that  the Pres iden t  should 
pay g r e a t e r  attention t o  economic development i n  future a id  
proposals .  4_/ A m o r e  accura te  s ta tement  of the  I fsense of 
Congress"  might have been that ,  while i t  accepted that  fo r -  
e ign a id  m u s t  continue, i t  was l e s s  willing fo r  that  r e a son  
t o  vote whatever a i d  p rog ram the Adminis t ra t ion chose to  
send up t o  i t .  There  was a s  yet no agreement  on the  changes,  
but studies and inquir ies ,  commit tees  and commissions  on 
foreign a i d  prol i fera ted i n  the months ahead. 

C r i s i s  in the Middle Eas t  

' The  Suez c r i s i s  burs t  before t h i s  "reappraisal"  got 
p roper ly  underway. The Senate Appropriations Committee 
in  July repor ted  the  a i d  bill with a proviso which, i f  enacted,  
would have prohibited a id  fo r  Aswan. Th ree  days l a t e r  a n  
Egyptian e m i s s a r y  called on Sec re t a ry  Dulle s t o  conf i rm 
the a r r angemen t s  for Aswan, which were  now i n  doubt. 
Dulles,  before he knew whether the prohibition would be 
enacted,  chose to  te l l  the Egyptian official that  the United 
S ta tes  had decided not t o  proceed due t o  lack of confidence 
i n  Egypt 's  capacity t o  c a r r y  out s o  vast  a project .  This 
explanation made the abrupt  re ject ion insulting, for Aswan 
had been investigated and considered since 1954. In  effect ,  
Dulles decided against  the effort t o  use aid t o  s ecu re  a m o r e  
amenable  Egypt and in  favor of d ramat ic  denial of aid i n  the 
effort  to  undermine Nas se r .  

Nas se r  turned immediate ly  t o  the Soviet Union only 
t o  be disappointed. He was put i n  a mos t  difficult political 
position and, to  extr icate  h imse l f ,  moved t o  nationalize the 
Suez Canal, ostensibly t o  provide funds fo r  Aswan. If Dulles 
calculated co r r ec t l y  that the Soviet Union would not commit  
itself t o  s o  vast  and extended a n  undertaking a s  Aswan, he  



clear ly  miscalculated how far  Nasser  might go to  save h i s  
political position. 

The Suez c r i s i s  need not be reviewed here.  But a s  
perhaps the nadir of American diplomacy in the postwar e r a ,  
i t  left a residue of most  difficult problems,  some of which 
bore on the use of foreign aid. 

The United States,  having se t  out t o  undermine Nasser ,  
found hjm greatly strengthened. The role of Great  Britain 
and F?&nce in the Middle Eas t  was thoroughly undermined and 
would now fall t o  the United States. The United States fur ther -  
m o r e  had managed to  convey a s  c lear ly  a s  possible,  by i t s  
act ions amid  c r i s i s ,  the impress ion  that i t  would not use 
force itself o r  tolerate  the use of force by i t s  ma jo r  a l l i es ,  
a n  impress ion  reinforcing and carrying a step fur ther  that 
given by i t s  unwillingness t o  use force in support of F rance  
in Vietnam two yea r s  before. Americans had been inclined 
to  a s sume  that the Soviet l e ade r s  would not accept substan- 
t ia l  r i sks  for  the s takes  involved in underdeveloped countries. 
They now, t o  the discomfort of the Eisenhower Administration, 
had given Soviet and Chinese l eade r s  substantial  reason t o  
believe that the United States was, in  the Chinese phrase ,  a 
"paper t iger." The Eisenhower Doctrine was a n  effort t o  
counter, by proclamation, this  impress ion  given by actions. 

The nub of the Doctrine was advance congressional 
approval of the use of Amer ican  forces  in the Middle Eas t  
against aggression by any s ta te  controlled by "international 
Communism. ' I  This  was neither particularly necessary  in 
constitutional pract ice ,  nor a particularly strong way to  in- 
dicate that these forces  might indeed be used. consequently, 
i t  was felt very  important that the Doctrine be formally 
accepted a s  widely a s  possible by Middle Eas t e rn  govern- 
ments.  Unfortunately, this acceptance was difficult to  
secure  and the Congress was asked to  approve of the use 
of $200 million in aid funds already appropriated to  
"further" the Doctrine. A major  congressional objection, 
that Dulles did not know what he wanted to  do with this  aid,  
was not quite fa i r .  What Dulles did not know was whether 
cer ta in  countries would accept the a id  and the Doctrine that 
went along with it. 

J a m e s  Richards,  f o r m e r  Democratic Chairman of 
the House Foreign Affairs Committee, was sent to  the Middle 
Eas t  i n  Apri l  1957 to  distribute a id  among those willing t o  
accept the Doctrine. Egypt and  Syria declined to  receive 



him. The Baghdad Pac t  countries issued statements which 
Richards could construe a s  acceptance. They were willing 
t o  let  the United States finance a $12 million telecommuni- 
cations system among them. The Saudis took a position 
which was not rejection. Ethiopia accepted the Doctrine, 
and the United States added economic assis tance to  i ts 
mil i tary and technical assis tance there.  Although Libya 
a s se r t ed  that i t s  acceptance of the Doctrine was not to  be 
interpreted a s  a quid - =quo for aid,  i ts  1953 t r ea ty  with - 
Great Britain and its Bri t ish subsidy were about to  expire. 
An opportunity to  increase the American subsidy came a t  
the right moment. The Lebanese Government accepted 
the Doctrine warmly and, in doing so,  rent the fabric  of 
Lebanese politics t o  begin a course of events that would 
produce the Lebanese c r i s i s  of 1958. 

By July, the Administration could report  with con- 
siderable enthusiasm that Richards had found t ake r s  for 
some $1 19 million, roughly half economic ass i s tance ,  half 
military. Considering the cold reception of the Eisenhower 
Doctrine in the Middle Eas t ,  this was no mean accomplish- 
ment. 

Jordan was the immediate difficulty. In ear ly  1956, 
the United States and Great  Britain had attempted t o  bring 
Jordan into the Baghdad Pact.  Thei r  efforts helped to  
precipitate a political c r i s i s  in  that country, which led in  
turn  to  the dismissal  of the Bri t ish commander of the Arab  
Legion, the effective Jordanian Army  and mainstay of the 
throne. This placed Bri t ish subsidy for  the Legion in  
jeopardy. Then, with the Suez c r i s i s ,  Jordan entered a n  
alignment with Egypt, Syria ,  and Saudi Arabia 5 /  and an -  
nounced, in January 1957, that i t s  subsidy henceforth would 
come from i t s  new Arab  partners .  

The prospect that King Hussein might receive Richards 
and consider the Eisenhower Doctrine helped to  precipitate 
a new and major  political c r i s i s ,  checked only by Hussein's 
personal appearance before the Arab  Legion. Hus sein felt 
that he would not receive the promised Arab susbidy o r ,  i f  
he did, that it would be used t o  turn  the Arab  Legion against 
him, that he could not accept the Eisenhower Doctrine and 
survive, and that he must  have funds to  pay the Arab  Legion. 
The United States announced in  Apri l  that it would provide a 
$10 million grant t o  Jordan outside the Doctrine. By June, 
it had taken over the task of providing an  annual subsidy of 



more  than $30 million. In this fashion, Jordan came to 
receive more  American aid outside the Doctrine than any 
country received under it. 

New Emphasis on Economic Development 

Foreign aid was again before the Congress in 1957 
a s  Richards went off t o  the Middle East .  This year  the 
Administration asked only slightly more  than the Congress 
had appropriated the year before, but major  changes were 
proposed. 61  - "Defense Assis tance,  I '  that i s ,  mil i tary 
assis tance and defense support, was to  be separated from 
economic and technical assis tance and appropriated direct-  
ly  t o  the Department of Defense, while aid for  economic 
development henceforth was to  consist  of technical a s s i s t -  
ance and loans for sound development projects  made by a 
new Development Loan Fund (DLF). 

Two billion dollars f o r  three years  was asked for  
the DLF, but the Congress was to  appropriate only the 
f i r s t  $500 million. The D L F  was to  have authority to 
borrow $750 million a year  f rom the Treasu ry  in each of 
the next two years ,  a procedure used for  Export-Import 
Bank funds and hardly new but one designed t o  by-pass 
congressional hostility t o  substantial funds for  economic 
development. 

These proposals came a s  no surpr i se  to  the Congress.  
They were, in substance, what the minority of congressmen 
who actively supported foreign aid demanded of the Adminis- 
t ra t ion and what the various committees and commissions 
had recommended. The Administration put them forward 
perhaps f i r s t  of a l l  t o  mollify this minority in the Congress 
les t  i t  withdraw i t s  support and major  cuts o r  other un- 
acceptable changes ensue. The DLF,  however, was not 
proposed solely for  the reason of expediency. Hard ex-  
perience with c r i s i s  a f te r  c r i s i s  in underdeveloped countries 
had turned men to look anew a t  a id  for economic development. 
"This help toward economic development, the President  said 
in proposing the DLF, "is a means  to  forestall .  . . c r i s e s ,  I '  

by no means a new idea but one with new force. 
The DLF indeed was another of the ingenious devices,  

like Point Four  and P L  480, that men could support for  op- 
posing reasons. T o  some, it meant a shift away from e m -  



phasis on Cold War c r i s e s  t o  emphasis on long-term eco- 
nomic development. Fo r  this ,  the $2 billion was a major  
increase indeed, but les t  this disturb others ,  the Adminis- 
tration pointed out that the $500 million to be appropriated 
for  the f i r s t  year was only $100 million more  than the sum 
of projects  i n  the cur ren t  fiscal year ,  under "defense support" 
and "development assis tance,  " which might have been financed 
by DLF loans. 7 /  To other officials, the DLF meant an  
opportunity outside of the annual congressional appropriation 
process  to  get substantial a id funds which, although ostensibly 
for  economic development, could be tapped for  Cold War 
uses. 

Elements  i n  the Congress and i n  the Administration 
long had insis ted with some success  that if a id  were to  con- 
tinue, it must  be put on a "business-like" basis,  which 
boiled down concretely to  loans instead of grants ,  those in- 
famous "give-aways." The DLF could be seen a s  a way to  
put a id  for  economic development on a "business-like" 
basis. However, DLF loans could be "soft, that is ,  re -  
payable over long t e r m s  in currencies  other than the dol lars  
lent. Most underdeveloped countries were short of "hard" 
currencies ,  the prospects  for improvement were poor save 
in the most distant future, and hence there  were severe  
l imits  on the "hard" loans that could be made if repayment 
were taken seriously. "Soft" loans mitigated this  problem 
and indeed, a s  many pointed out, had much the same prac-  
t ical effect a s  grants.  Those who sought g rea t e r  emphasis 
on economic development saw in the DLF an ingenious way 
around what they thought to  be a short-sighted emphasis on 
"business -like1' lending. 

The Congress reacted badly to  those aspects  of the 
proposal which touched on i ts  prerogatives.  Many congress-  
men felt that the Administration sought most of a l l  to f ree  
foreign a id  f rom congressional control, which was not en- 
t i re ly inaccurate. The three-year  authorization for  DLF 
was reduced to two, 8 1  and the Treasu ry  borrowing pro- - 
vision, attacked a s  "back-door financing, was eliminated. 

Only $300 million, ra ther  than $500 million, was 
appropriated for  the f i r s t  year  of the DLF. Although this 
was t reated a s  a major  cut, i t  made little pract ical  differ- 



ence a s  the DLF took some t ime to  get under way. When 
the Administration returned to  the Congress in  1958, for 
the $625 million authorized for  the second year ,  the DLF 
had yet t o  announce i t s  f i r s t  loan. By the end of the f iscal  
year  in  June, completed loan agreements  stood a t  $102 
million. 9/ Indeed, because a new lending institution takes  - 
t ime t o  get under way, one immediate effect of the establish- 
ment of the DLF was to  constrict  the flow of new Amer ican  
aid for economic development during i t s  f i r s t  f iscal  year.. 101 - 

Aid fo r  India 

One view of the DLF was that i t s  p r ime  purpose was 
t o  "hide aid t o  India f rom the Congress.  ' I  This  i s  ra ther  an  
exaggeration, but one of the pr ime effects of the establish- 
ment of the DLF was on aid t o  India. 

India became the DLF's  ma jo r  client, much a s  India 
had been the major  recipient of "development ass is tance" 
in  previous years .  Of the $1 billion in DLF loan ag ree -  
ments  by June 1960, over a quar te r ,  $274 million, were 
with India. 111 Economic assis tance for  India during the 
f i r s t  th ree  f iscal  yea r s  of. DLF, 1958-60, was over $100 
million a year  compared with about $60 million a year  dur-  
ing the four f iscal  years  1954-57. It i s  quite possible that 
this  increase  would not have been secured  f rom the Congress  
had it continued t o  reconsider  a id  for  India each year  ra ther  
than vote on a total  sum for DLF loans in a l l  countries. 

The World Bank, with strong Amer ican  encourage- 
ment,  increased i t s  lending to India during 1958-60 to  roughly 
the same level a s  the new DLF lending of the United States. 
Although World Bank decisions were perhaps two s teps  r e -  
moved f rom the United States Congress,  the Congress on the 
whole highly approved of the World Bank, and this  approval 
was very important to  the Bank's expanded lending. When 
the Bank sought t o  increase  i t s  authorized capital f rom $10 
t o  $21 billion in 1958-59, the Congress ra i sed  no ma jo r  
objection. Had it refused o r  reduced the American sha re ,  
the Bank perforce would have had to  go much slower with 
respect  t o  loans f o r  India a s  well a s  to many another country. 

Congressional approval of the Bank in par t  reflected 
the reputation a s  sound and "hard-headed" which the Bank 
had carefully and successfully nurtured. It a l so  s temmed 



f r o m  a n  Amer ican  inclination to  include the World Bank a s  
par t  of the " F r e e  World" a r s e n a l  in the Cold War, and the 
Bank's lending to  India a s  effective "F ree  World" com- 
petition with Soviet a id  there .  

The mos t  dramatic  Soviet project i n  India, a nation- 
a l ized s teel  plant a t  Bilhai, increased  Amer ican  i r r i t a t ion  
with India a s  much a s  i t  spur red  the United States t o  compete 
with the Soviet Union. Indian social ism was i r r i ta t ing to  
Amer icans ,  and social ism in  housing o r  gra in  s torage some-  
how seemed a l e s se r  evil than social ism i n  s teel ,  a p roper  
bulwark of private enterpr ise .  

The World Bank undertook to  support an  expansion 
of India 's  private s tee l  industry. The United States might 
have supplied such support through i t s  own a id  funds, but 
because the project met  the World Bank's s tandards and the 
Bank was not res t r ic ted  to  procurement i n  the United States,  
Amer ican  a id  was turned to  l e s s  choice projects .  

It was P L  480, however, ra ther  than DLF o r  World 
Bank loans,  that permit ted the dramatic  increase  i n  a id  t o  
India. India 's  f i r s t  Five-Year P l an  had given too li t t le em-  
phasis to  improvement in  agr icul ture .  A s e r i e s  of good 
crop yea r s  brought exceptional harves t s  t o  obscure this  
and the second Five-Year P lan  continued the same under- 
emphasis.  Then a s e r i e s  of normal  t o  poor c rop  yea r s  
followed, and India had a n  unplanned need for  a major  in- 
c r ea se  in wheat impor t s  for  which foreign exchange was 
not available. P L  480 i n  India had consisted largely of 
voluntary agency shipments,  but the f i r s t  government sa les  
agreement  i n  1957 brought the total  to  $300 million. In  the 
four f i sca l  yea r s  1957 through 1960, the total  reached $1,330 
million with $564 million of this  in  f iscal  1960. 

The Administration was not forced to  t u rn  t o  the 
Congress for  "foreign aid" funds on this  scale  for  India, 
and to  explain that they were needed in par t  because of 
se r ious  e r r o r  in  Indian economic planning. Instead the 
Department of Agricul ture ,  p r e s sed  by the Congress ,  was 
seeking to  dispose of surplus  wheat in the grea tes t  possible 
quantity and encountering much difficulty. India's massive 
need came a s  a "Godsend" t o  surplus  disposal,  and P L  480 
became a "Godsend" t o  those concerned with India 's  eco- 
nomic development. 



More Cr i s e s  

A s  the Congress again turned to  foreign aid in the 
spring and summer  of 1958, i t  seemed a poor moment to  
deny the President  the funds he declared essent ia l  t o  meet  
o r  avoid the many c r i s e s .  Vice-President Nixon's "good 
will" visit t o  Latin America ended amid  hostile mobs. The 
festering Algerian war  had become a major  c r i s i s  within 
France  a s  well a s  in Africa.  Revolt had broken out against 
the pro-Western government of Lebanon and, when the pro-  
We s t e rn  regime i n  I r aq  was overthrown in July, United 
States troops were sent to  Lebanon. Indonesia had picked 
a new qua r r e l  with the Netherlands, Laos was i n  per i l ,  
guerr i l la  warfare was mounting in  Vietnam. Tension with 
China rose ,  to  lead shortly to the Quemoy c r i s i s .  

The Administration sought much the same total  fo r  
f iscal  year  1959 that i t  had asked the year  before, and the 
Congress made by f a r  the smallest  cut in years .  121 Indeed, 
the Senate Foreign Relations Committee f i r s t  vo ted the  r e -  
quest intact, but then recovered i t s  equilibrium to make 
some modest cuts. 

Events in the Middle Eas t  led t o  a n  end of mi l i t a ry  
ass i s tance  t o  I raq,  and to  new aid fo r  Lebanon, I ran,  and 
Turkey. The new regime in I r aq  withdrew f rom the Baghdad 
Pac t  and turned to  the Soviet Union for  aid. I r aq  soon was 
a country of deep concern to  the United States. In Lebanon, 
events provided one new reason  a f te r  another  fo r  aid. 

The Lebanese Government of President  Chamoun 
had adhered to the Eisenhower Doctrine m o r e  t o  secure  
Amer ican  support for i t s  political position within Lebanon 
than to  secure  aid for  Lebanon. In doing so, it violated an  
important unwritten rule  of Lebanese politics that neither 
Christian nor Muslim would draw powerful outs iders  into 
internal quar re l s .  Shortly, Chamoun announced that he 
meant to  seek a constitutional amendment to allow him 
another t e r m  in  office. This brought open Muslim rebellion 
against Chamoun i n  ear ly  1958. Aid had been given a s  par t  
of the Eisenhower Doctrine. Now fur ther  a id  t o  support 
Chamoun in the face of rebellion seemed necessary.  

Chamoun asked for  Amer ican  t roops under the 
Eisenhower Doctrine. The United States stalled, but with 



the coup in I r aq  felt compelled t o  act  somewhere in  the 
Middle East .  It sent t roops t o  Lebanon, and the i r  presence 
brought the c r i s i s  there  to a head. If they were used on be- 
half of Chamoun's government,  the political compromise 
which had made Lebanon possible probably would be i r r e v -  
ocably broken, and United States fo rces  might have to  remain  
indefinitely, suppressing the Muslim population on behalf of 
Chamoun. To r e s to r e  the political compromise required 
that the  United States p r e s s  fo r  the depar ture  of Chamoun 
and o thers  who had supported him. When a new compromise 
government was secured ,  and was a s  yet unsure of success ,  
i t  seemed necessary  ard wise to  provide a id  t o  bols ter  i t s  
prospects.  

The coup against  the King of I r aq  worr ied  the Shah 
of I r an  and  heightened Amer ican  concern for the future of 
his regime.  The Shah now sought a p rec i se  United States 
commitment to  defend h i s  regime,  and received a new com- 
mitment  to  defend his country. He a l s o  sought m o r e  a id  to  
enlarge his  a r m y  and solidify i t s  loyalty. Mili tary a s s i s t -  
ance was increased,  but the United States was reluctant t o  
increase  defense o r  budgetary support. Only a year  before,  
it had insis ted that budgetary support  be sharply reduced. 
Oil revenues now were  available i n  quantity. 

The  Iranian Government dealt  with th i s  reluctance 
in  two ways. I t  toyed in  public with the idea of Soviet a id  
i f .American aid  were not forthcoming. And i t  quietly in- 
dicated t o  Amer ican  officials that  i n  any case it was going 
to  be necessary  to  shift oil revenues f rom the Development 
P l an  t o  the  ordinary budget to  mee t  increased  defense costs .  
The United States did not supply increased  "defense support ." 
Instead I r a n  did shift oil revenues away f rom the Development 
P lan  and the United States  chose to  see  a highly promising 
case  for  l a rge  DLF loans to  the  Development Plan. By th i s  
p roces s  of substitution, DLF loans allowed the United States  
to  avoid a renewal of direct  budgetary support  and yet a c -  
complished much the same effect a s  budgetary support. 

Turkey was a special  underdeveloped country for  the 
United States. Mili tary ass i s tance  t he r e  was t ied t o  Turkey 's  
role  i n  NATO--that is ,  t o  m o r e  se r ious  planning for  external  
defense than in  other underdeveloped countries.  Economic 
aid,  f o r  the most  pa r t  called "defense support, " was designed 
t o  support  th i s  role  i n  NATO, t o  support the "democratic" 
government of Adnan Menderes,  and to  support Turkish 
economic development under i t s  auspices .  



Unfortunately, the Menderes government was in 
chronic financial difficulties, in par t  because it  looked to  
American a id  t o  bail i t  out of such difficulties. During the 
negotiations leading to  the Baghdad Pac t  in  1954, Menderes 
was in the midst  of a f iscal  c r i s i s .  He visited the United 
States and was sent home with an additional $30 million in 
"direct forces  support. " l>/ In 1958, when the United 
States sought Turkish support for i t s  troubled Middle 
Eas t e rn  policy, Menderes was again in  f iscal  difficulty. 
A conference had been called among Turkey 's  major  
credi tors  to settle on the financial re forms Turkey would 
have to  institute in re turn  for  new credi ts  and the extension 
of old. The American des i re  t o  force harsh  choices on 
Menderes was ra ther  weak. Special " f a c i l i t i e ~ ~ ~  of $359 
million were agreed  upon, with the United States t o  supply 
$234 million of this. l 4 /  

The Quemoy c r i s i s  led to  more  mil i tary assis tance,  
including more ad<anced weapons, for  Taiwan. But a t  
hear t ,  the c r i s i s  was l e s s  mil i tary than political; a challenge 
t o  American will t o  support the Kuomintang and a challenge 
t o  Kuomintang morale .  This led to  more "defense support. 

The United States had begun, in  1950, with emergency 
budget support for Taiwan. It soon turned toward emphasis 
on reconstruction, then to  economic development in  recog- 
nition that building the economic viability of the island was 
the only way out of emergency budget support and the only 
feasible way to support the Kuomintang over the long run. 
Considerable economic progress  had been made by 1955. 
"Defense support" was reduced from a peak of $135 million 
in  that year ,  during the ea r l i e r  off-shore islands c r i s i s ,  to  
a $70-80 million level  in f iscal  1956 and 1957. With projects 
shifted to  the DLF,  "defense support" a s  such stood a t  $57 
million i n  f iscal  1958. Taiwan was able t o  support a grea te r  
portion of the cost of i ts own defense. 

A s  part  of i ts  "unleashing1' of Chiang in 1953, the 
Administration had encouraged him to strengthen his  forces  
on Quemoy and Matsu. Then the f i r s t  l loff-shorel l  islands 
c r i s i s  of 1954-55 ended in abandonment of the l e s s e r  Tachen 
islands and in  a Mutual Defense P a c t  which, much against 
Chiang's will, left United States commitment t o  defend 
Quemoy and Matsu ambiguous. Chiang proceeded to  place 
a high proportion of his more  effective forces  on these i s -  
lands. Thei r  defeat o r  evacuation under p re s su re  in 1958 



would have meant  a s h a r p  jolt indeed t o  Kuomintang m o r a l e ,  
notably t o  i t s  cen t ra l  idea of eventual  " r e t u r n  to  the  main-  
land." It was for  m o r a l e  a s  well a s  b roader  reasons  that  
the United Sta tes  was determined t o  defend Quemoy and  
Matsu,  and  A m e r i c a n  officials  judged i t  a poor moment  t o  
deny Chiang any l e s s e r  indication of support .  Chiang 
wanted i n c r e a s e d  "defense support ,  I '  although nothing in  
the economic si tuation had changed for  the worse .  "Defense 
support  I '  was inc reased .  

The  United Sta tes  had come on unexpected s u c c e s s  
i n  South Vietnam during 1954-56 by backing Diem. Amid 
the many c r i s e s  p ress ing  e l sewhere  a f t e r  1956, including 
one in L a o s ,  policy officials  w e r e  m o s t  disinclined t o  con- 
s i d e r  "rocking the boat" in  South Vietnam by any a l t e ra t ion  
i n  the  successful  policy of backing Diem. 

Unfortunately, Diem's  government was  not popular,  
pa r t i cu la r ly  in the countryside,  and the favor  shown t o  the 
c i t ies  over  the vil lages a s  well a s  favor  t o  Catholics over  
Buddhists helped t o  provide the  edge of d issa t is fact ion 
which Communist  c a d r e s ,  t r a ined  i n  the  nor th ,  needed t o  
r e s u m e  g u e r r i l l a  t ac t i cs .  With the  guer r i l l a  challenge 
mounting again  a f t e r  1957, Diem r e s o r t e d  to  vigorous 
police act ion i n  a n  effort  to  root out the  l a s t  ves t ige  of any  
opposition t o  h i s  ru le ,  which produced new dissatisfaction.  
Diem wanted t o  rese t t l e  people i n  "agrovil les" i n  the  high- 
lands  t o  improve s e c u r i t y  the re .  A m e r i c a n  a id  officials  
objected that  the  proposed se t t lements  would not provide 
people with a sa t i s fac to ry  living, but they were  overruled.  
The  l ' ag rov i l l e s l l  proved a n  economic,  poli t ical ,  and  secu-  
r i ty  fa i lu re ,  in perhaps  that  o rder .  Diem wanted a l a r g e  
a r m y ,  with a l l  the pres t ig ious  paraphernal ia  of moderni ty  
which a l s o  was  the only s o r t  of a r m y  m o s t  A m e r i c a n  offi- 
c e r s  thought appropr ia te  o r  w e r e  p r e p a r e d  t o  t r a in .  With 
United Sta tes  a s s i s t a n c e ,  South Vietnam gained a n  a r m y  
t r a i n e d  t o  m e e t  mass ive  assau l t  f r o m  the nor th  in  the style 
of the Korean W a r ,  but i l l -p repared  to  m e e t  the  mounting 
g u e r r i l l a  challenge. 

The emphas i s  of United Sta tes  economic a id ,  a f t e r  
1956, on development p ro jec t s  brought some significant 
economic p r o g r e s s ,  overshadowed a f t e r  1959 by the  r e -  
emerging poli t ical  and secur i ty  c r i s i s .  During 1956-58, 
A m e r i c a n  officials  had not wanted t o  rock a boat s o  r e -  
cently righted. Then,  with Diem under mounting and 



ser ious  Communist challenge, i t  seemed no moment for  the 
United States t o  withdraw support f rom him. 

Laos once had seemed a l e s s  acute problem than 
Vietnam, if by no means a promising situation. It had 
li t t le resembling a modern government while two remote 
provinces,  bordering on North Vietnam, were controlled 
by the Communist Pathet Lao. 

F rance ,  with United States a id ,  had built a 32,  000- 
man Laotian Army. If this  was a l a r g e r  force than seemed 
needed to  meet  the Pathet  Lao,  i t  offered to become the 
dominant political factor in the absence of a modern govern- 
ment. The United States provided $135 million t o  Laos dur- 
ing 1955-57, most  of which, $84 million, was to  pay a l l  of 
the costs  of the a rmy .  Laos had paid none of the costs  of 
this a r m y  under France ;  it paid none now that i t  was in- 
dependent. Another portion of the aid was budget support 
for other functions of the Laotian Government. Some $10- 
$14 million was directed toward economic development 
during the th ree  years .  

In 1957, a neutralist  P r e m i e r ,  Souvanna Phouma, 
brought the Pathet Lao into the government. The Pathet  
Lao became a "political par ty ,  disbanded i t s  main  guer -  
r i l la  forces  and relinquished control of the northern pro-  
vinces. Two Pathet Lao battalions were t o  be integrated 
into o r  dispersed within the much l a r g e r  Laotian a rmy .  151 
The Pathet Lao then won the special  1958 elections,  with 
the head of the Pathet Lao leading the poll in the capital, 
in a campaign s t ress ing the corruption of pro-Western 
politicians and the i r  close identification with the United 
States.  It appeared that the Pathet Lao might be elected 
t o  power in Laos in the coming general  elections. 

Pro-Western politicians, with the encouragement 
of the United States,  moved to  force Souvanna Phouma out 
of office and to establish a pro-Western government. When 
the a r m y  moved against the Pathet  Lao battalions in Apr i l  
1959, the Pathet Lao again gathered i ts  main guerr i l la  forces  
and, in July,  had considerable success  against the much 
l a r g e r  ~ a o t i a n  a rmy.  The United States now found itself 
supporting a pro-Weste r n  government against both neutral-  
i s t s  and the Pathet Lao,  and unsuccessfully so  on the field 
of battle. In 1959, Laos seemed a more  acute problem than 
South Vietnam. 



P r o b l e m s  i n  Lat in  A m e r i c a  

The  United Sta tes  was  occupied with p r o b l e m s  i n  
the Middle E a s t  and  Asia  when host i le  mobs  g ree ted  Vice- 
P r e s i d e n t  Nixon i n  P e r u  and  Venezuela. It was  c l e a r  that  
a l l  was not well  within the  Wes te rn  Hemisphere .  F o r  y e a r s  
t h e r e  had been talk of the  need t o  do m o r e  h e r e ,  and  t o  have 
l e s s  t o  do with var ious  La t in  d ic ta to r s ,  but La t in  A m e r i c a  
had p resen ted  few of the Cold War c r i s e s  s o  compelling 
e lsewhere .  

Whether the  United Sta tes  had "neglected" La t in  
A m e r i c a  was  open t o  dispute. Economic and technical  
a s s i s t a n c e  under the Mutual Secur i ty  P r o g r a m  over  the  
s ix  f i sca l  y e a r s  1953-58 was  $331 mil l ion,  a r a t h e r  modes t  
s u m  f o r  a l l  of Lat in  A m e r i c a  when compared  with a id  for  
India. The Eisenhower Adminis t ra t ion s t r e s s e d  pr ivate  
A m e r i c a n  investments  and  loans  through the Export-Import  
Bank and the World Bank a s  the  p roper  route t o  Lat in  A m e r -  
i can  economic development. The Export - Import  Bank pro-  
vided $1 ,435  mil l ion in  loans  t o  La t in  A m e r i c a  over  the  
y e a r s  1953-58, considerably  m o r e  than t o  any o ther  under-  
developed a r e a ,  and  i t  s tood r e a d y  t o  l end  fo r  v i r tual ly  any 
"sound" La t in  development project  with good prospec t s  fo r  
repayment.  The prevail ing A m e r i c a n  judgment--that i f  
Lat ins  would only manage t h e i r  own a f fa i r s  p roper ly ,  they 
had a c c e s s  t o  r e s o u r c e s  ample  f o r  successful  development--  
had some basis  in fact. 

The immedia te  A m e r i c a n  react ion to the a t t acks  on 
Nixon contained a s t rong e lement  of anger .  T h e r e  was  a s  
much  feeling that  the  United Sta tes  m u s t  become m o r e  "hard-  
headed" about La t in  A m e r i c a  a s  tha t  it ought t o  i n c r e a s e  a i d  
the re .  On  the  o ther  hand, mi l i t a ry  a s s i s t a n c e  a t t r a c t e d  much 
host i le  at tention among those  especia l ly  concerned with La t in  
A m e r i c a n  affa i rs .  Although m i l i t a r y  a s s i s t a n c e  amounted 
t o  only $ Z O i l  mil l ion o v e r  the  y e a r s  1953-58, the  ex te rna l  
defense a rgument  f o r  it a lways  had been weak, and the 
Congress  remained  skeptical  of it .  F u r t h e r m o r e ,  m i l i t a r y  
a s s i s t a n c e  had become identified in  the public mind a s  the  
f o r m  of a id  which supported d ic ta to r s ,  and United Sta tes  
suppor t  f o r  Lat in  A m e r i c a n  d ic ta to r s  i n  t u r n  was  sa id  to  
be a m a j o r  source  of Lat in  hosti l i ty to the United States.  



The Administration did not ask  any increase in aid for Latin 
America,  and the Congress amended the Mutual Security 
legislation to a s s e r t  that "Internal security requirements 
shall not normally be the basis  for  mil i tary assis tance pro-  
g rams  to American Republics. " 

However, the United States did announce, on August 
12, 1958, that it was willing t o  reconsider i t s  standing ob- 
jection to Latin proposals for a hemispheric development 
lending institution. The immediate reason for this announce - 
ment was that President  Eisenhower on the next day was to 
appear before the United Nations to speak on the Middle 
Eas t  c r i s i s .  In an  effort to s t r ike some positive note here,  
he would propose a n  Arab  development bank. Officials con- 
cerned with Latin American affairs  were quick to object that 
such a proposal for the Arabs ,  long rejected when pressed  
by Latins,  would infuriate Latin American leaders  whose 
support was needed, among other places,  in the United 
Nations on the Middle Eas t  cr is is .  

The Arabs shrugged off Eisenhower's proposal, and 
there  was no significant support for it within the United 
States. The Latin Americans took the announcement directed 
a t  them more  seriously, for here ,  unlike the Arab  world, 
it was clear  that the United States would be the major  con- 
tributor.  161 It was precisely for this reason that Latin 
~ m e r i c a n s l o n ~  had pressed  the idea. 

Americans who felt that their  country must do more  
in  Latin America welcomed the idea of an Inter-American 
Development Bank (LADB), and it was acceptable to  the 
Congress.  The "capital" of the LADB was to be $1 billion, 
which sounded like a major new contribution to  Latin develop- 
ment. Yet, although the United States was by fa r  the la rges t  
contributor, the Congress was asked to  approp r ia te  only $250 
million, and that sum to  be spread a c r o s s  three years .  171 - 

One of the standing American arguments against a 
new multilateral lending institution for Latin America had 
been that it would take a long t ime to  get under way, and 
this proved only too t rue.  The LADB was not able to open 
i t s  doors for business until October 1960 o r  to  undertake 
substantial lending until, under the Kennedy Administ ration, 
attitudes toward the urgency of further aid for Latin America 
had changed. 

While the LADB was being considered, negotiated, and 
organized, the United States did provide some additional 



emergency economic assis tance in a few instances in Latin 
America.  Notably, i t  put together a $329 million "package" 
of stabilization and "development1' loans for  Argentina in  
1958. 181 An elected civilian government there ,  following 

/ - 
the melange of mil i tary rule that had replaced Peron,  faced 
a n  accumulation of financial woes. A l e s s e r  $158 million 
balance of payments "package" was a l so  a r ranged  for Brazil .  
But it was Castro who jolted the United States into a m o r e  
sweeping re  -examination of i t s  policies toward Latin America.  

Aid t o  Cuba under Batista had been smal l ,  sugar 
quotas excluded, and a s  Cas t ro ' s  challenge t o  Batista rose,  
the United States  suspended fur ther  a r m s  del iver ies  t o  the 
Batista government. It had already embargoed a 'rms sales  
t o  Castro.  This  was not the usual American reaction to  a 
situation in  which an  anti-Communist government was i m -  
per i led by a group that some Americans portrayed a s  Com- 
munist. The idea that the United States must  cease i t s  sup- 
port  fo r  Lat in  mil i tary t ryants ,  and stop seeing communism 
behind a l l  opposition to  them, was put into pract ice  here .  
When Cas t ro  came to  power in January 1959, he was well, 
although not warmly, received by the United States Govern- 
ment. Not for some months did the predominant American 
judgment change, and the possibility of Castro-style govern- 
ments  elsewhere come to  haunt United States views of Latin 
America.  

Development vs. Cold War Uses of United States  Aid 

In i ts  a id  request made in February  1959, the Ad- 
ministration again asked for  the same sum, $3.  9 billion, 
for the third year in  a row, and the Congress in the end 
appropriated only slightly l e s s  than it  had a year  before. 
But in the p roces s ,  the Administration managed to  exas- 
perate  some of the congressmen who had actively supported 
foreign a id  in  the past.  

The Administration asked for long-term authorization 
for mil i tary assis tance 191 but not for DLF. Although the - 
two-year DLF authorization was due to  expire,  the Adminis- 
t ra t ion asked for only one additional year  and s ta ted that 
fur ther  long-term authorization for DLF would be sought 
next year ,  a n  inauspicious t ime  a s  i t  m u l d  be a President ia l  
election year .  



The issue was not the magnitude of funds for  develop- 
ment lending a s  such. The Administration, with congression- 
a l  approval,  had committed the United States to  a major  ex-  
pansion of funds for  development lending outside DLF o r  the 
"foreign aid" program. The capital of the Export-Import 
Bank was increased  by $2 billion in 1958. An expansion 
of the capital of the World Bank f rom $10 to  $21 billion had 
been approved, and the $ 3 . 4  billion subscription of the 
United States was before the Congress.  The Inter-American 
Development Bank was being organized, and a n  International 
Development Association was proposed by the United States 
a s  a n  affiliate of the World Bank to  permit  loans on "sof ter t t  
t e r m s  than those of the Bank. 

The issue concerned the proper  role  for the United 
States "foreign aid,  I t  or  Mutual Security, p rogram now that 
g r ea t e r  funds were to  be available for  development loans 
f rom other sources .  The Administration i n  effect took the 
position that the American program henceforth would give 
somewhat g rea t e r  emphasis to  short- term Cold War con- 
cerns ,  par t icular ly  through mi l i t a ry  ass i s tance .  The con- 
g re s smen  who had insisted in 1957 on a shift in the opposite 
direction, and thought that they had secured  it, were not 
pleased. 

Senator Fulbright offered an  amendment providing 
authority for the DLF to  borrow $1. 5 billion a year  for  five 
years  f rom the T reasu ry ,  a n  enlargement of the proposal  
made by the Administration in  1957. The President ,  when 
p re s sed  for  his  endorsement,  offered lukewarm approval 
of a long-term authorization and opposed the T reasu ry  
borrowing he had sought and failed t o  get in  1957. 20 / - 
In the end, the Congress provided a new two-year authori-  
zation for t he  DLF,  o r  authorization for  the remainder  of 
the Eisenhower Administration. 

Litt le had been resolved, but something had been 
lost .  The passage of the annual foreign aid legislation, 
eve r  unpopular, depended heavily on a smal l  minority of 
congressmen, those willing t o  support the bill actively,  
often a t  some personal  political cost.  The Administration 
had come to t e r m s  with these congressmen in  1957, the DLF 
being the major  outcome. But the DLF had proved a s  much 
a seeming a s  a r ea l  shift t o  g rea t e r  emphasis  on long-term 
economic development because s o  many of i t s  loans,  such 
a s  those t o  I r an  and Argentina, c lear ly  rose out of short-  



t e r m  policy considera t ions .  In 1958, the  D L F  had been 
removed f r o m  the Depar tment  of State and m a d e  a quasi -  
autonomous government  co rpora t ion ,  i n  p a r t  to  sa t is fy  
those  c o n g r e s s m e n  who wanted development lending r e -  
moved f r o m  the  s h o r t - t e r m  policy concerns  of the d e p a r t -  
ment .  However ,  the Under S e c r e t a r y  of State f o r  Economic 
Af fa i r s  was  made the  c h a i r m a n  of the  Board  of D i r e c t o r s  of 
the  new DLF.  The depar tment  had no l e s s  influence over  
D L F  lending,  only l e s s  c l e a r  responsibi l i ty  f o r  it .  

T h e  Adminis t ra t ion made i t  c l e a r  tha t  i t  intended no 
g r e a t e r  e m p h a s i s  on long- te rm development.  It did not seek 
t o  come t o  t e r m s  anew with the  c o n g r e s s m e n  who had a c -  
t ively suppor ted  fore ign a id  but, i f  anything, to back away 
f r o m  the t e r m s  reached  in 1957. The  c o n g r e s s m e n  a l s o  
backed away  f r o m  act ive  suppor t  of the  fore ign a id  p r o g r a m .  

Of the  m a n y  r e a s o n s  f o r  the  expansion of funds f o r  
development lending outside the  "foreign aid" p r o g r a m ,  the 
deep concern  of the  Eisenhower  Admin i s t ra t ion  with the  
worsening balance of payments  was  of p a r t i c u l a r  impor t .  
D L F  loans  w e r e  "tied" t o  the  pilrchase of A m e r i c a n  goods 
i n  1959 t o  e a s e  th i s  si tuation.  At  the  s a m e  t i m e ,  t h e r e  was  
a n  i n c r e a s e  in  funds supplied by the United S ta tes  and other  
countr ies  f o r  lending through mul t i l a t e ra l  inst i tut ions.  P u r -  
c h a s e s  made  f r o m  these  funds w e r e  not t i e d  t o  the coun t r i e s  
supplying the  funds,  but the i n c r e a s e  did p e r m i t  m o r e  a i d  
f o r  economic development through a b r o a d e r  sha r ing  of the 
responsibil i ty.  

T h e  United S ta tes  looked with new i n t e r e s t  t o  the now 
p r o s p e r o u s  countr ies  of Wes te rn  Europe a s  a s o u r c e  of in -  
c r e a s e d  a id  f o r  underdeveloped countr ies .  In  J a n u a r y  1960, 
the United S t a t e s  proposed a Development Ass i s t ance  Group 
a s  one of the changes  t o  be made in the Organizat ion fo r  
European  Economic Cooperation.  2 1 /  While the Develop- - 
ment  Ass i s t ance  Group was  not a fund o r  source  of economic 
a id  but a consultat ive and coordinating body, consultat icn and  
coordination was  a p r o c e s s  in  which var ious  coun t r i e s  sought 
t o  just ify the magnitude of t h e i r  aid.  It produced p r e s s u r e s  
for  i n c r e a s e s .  

The  Internat ional  Development Associa t ion g r e w  out 
of two addit ional  s e t s  of p r e s s u r e s .  In  1956, Sena to r  
Monroney had  proposed a new mul t i l a t e ra l  inst i tut ion t o  
put "excess"  l o c a l  c u r r e n c y  genera ted  by United S ta tes  a i d  
i n  one country t o  work i n  o the r s .  T h i s  appealing idea w a s  
quickly knocked down by the Admin i s t ra t ion  on  sound grounds  



that very little "excess" local currency existed, t rue  enough 
in 1956, and that the United States was not f r ee  t o  t ransfer  
i t  f rom one country to  another.  But Monroney persis ted 
stubbornly, accepted an  amendment t o  his scheme to include 
"soft" loans such a s  those of DLF, and in 1958 secured  a 
Senate resolution requesting the Administration to  "con- 
sider" the matter .  

Meanwhile the Administration was under pressure  
f rom underdeveloped countries t o  abandon the long -standing , 
American opposition to a Special United Nations Fund for 
Economic Development. SUNFED had been p re s sed  since 
ear ly  in the 1950's a s  a means to  secure substantial capital 
on much softer t e r m s  than offered by the World Bank, and 
on l e s s  s t r ic t  s tandards,  t o  be set  in la rge  par t  by under- 
developed countries. T o  fend off mounting p re s su re  for 
SUNFED, the United States in 1957 proposed a U.N. Special 
Fund, not to  exceed $100 million, t o  undertake "pre-invest- 
ment" assis tance.  The Special Fund was established, but 
it failed to  dull demands for  SUNFED. 

Thus caught between p re s su re  in the United Nations 
and in the Congress,  the Administration a t  the 1959 meeting 
of the World Bank, proposed an  International Development 
Association t o  have capital resources  of $1 billion. IDA 
loans would be "soft" loans, repayable in the currency lent 
but over long t e r m s  a t  low interest ,  while operations would 
be kept within the weighted voting procedures  and establish- 
ed conservative policies of the World Bank. 

In 1960, the United States was supplying more  funds 
for  economic development i-n various ways than it had in 
1956, and f a r  m o r e  than it had contemplated when, with 
Point Four ,  it adopted economic development a s  an  official 
objective. But it had become no l e s s  concerned with aid for  
urgent problems of Cold War, and i t s  own "foreign aid" pro-  
g r a m  continued to  be heavily focused on these problems. 

American frustrat ion with aid had grown. If aid was 
to  forestal l  c r i s e s  and trouble,  neither had waned af ter  years  
of aid. Fur thermore ,  a growing l is t  of governments--in Iraq,  
Lebanon, Pakistan, Cuba, Turkey, South Korea--supported 
by American aid,  o r  thought t o  be by many Americans,  had 
been turned out of office a s  unpopular. This dramatic  "evi- 
dence" did much to shape public conviction that a l l  was not 
well with aid. The new Administration in 1961 would face a 
strong demand that foreign aid be re-appraised and r e -  
organized. 



V. THE "DECADE OF DEVELOPMENT" 

The Kennedy Administration, like the Eisenhower 
Administration in 1953, strove for  a "new look" when it 
took office in  1961. President  Kennedy a s se r t ed  a s  a 
"fact" that "existing foreign a id  programs and concepts 
a r e  largely unsatisfactory and unsuited to  our  needs and 
for the needs of underdeveloped countries.  11 - This was 
acceptable t o  congressmen unhappy with aid and to  others  
who believed that the United States had been too concerned 
with shor t - te rm problems and c r i ses .  

A "Decade of Development" was heralded. Aid in 
existing c r i s i s  situations such a s  Vietnam perforce would 
have t o  continue for  the t ime  being, but only until these 
c r i s e s  could be resolved. The United States was t o  help 
t ransform underdeveloped countries into developed "self-  
reliant" nations which, presumably, would present  few and 
l e s s e r  c r i ses .  

The Alliance for  P r o g r e s s  

This  "new look" seemed appropriate  t o  the c r i s i s  
in Latin Amer ica ,  which had been exciting Americans for 
more  than a year  a s  Cas t ro  took Cuba into alignment with 
the Soviet Bloc and his  efforts to  promote revolution in his  
image elsewhere in  the hemisphere showed signs of success .  
The f i r s t  Amer ican  reaction, under President  Eisenhower,  
had been to  t r y  to  a le r t  the Latin Americans to  the i r  per i l  
and to  secure  a united front against Castro.  But Lat ins  were 
l e s s  worr ied about Cas t ro  than excited by his challenge to  
the United States,  and a meaningful common front was not 
t o  be found. 

Major economic, social ,  and political changes or  
re forms  within Latin Amer ican  countries seemed essent ia l  
t o  meet  the threat .  The Eisenhower Administration in 1960 
had sponsored,a  Social P r o g r e s s  T rus t  Fund of $500 million 
t o  "add the new dimension of social development in a con- 
scious and determined effort t o  fur ther  social  justice in our 



hemisphere .  2 /  - Kennedy then proposed, o r  procla imed,  
a n  Alliance f o r  P r o g r e s s  with mass ive  new aid. It was  
hoped that  the  prospect  of such a id  would galvanize La t in  
Amer icans  into the r e f o r m s  that  s eemed  essent ia l .  

Aid under the Alliance was t o  be provided " i f  the 
countr ies  of Latin Amer ica  a r e  ready  t o  do t he i r  pa r t .  
The implied negative--that a id  would not be given t o  those  
who failed t o  do " their  pa r t t t - -was  ve ry  important ,  for the  
prospect  of a id  could hardly  be expected t o  galvanize Lat in  
Amer i cans  into difficult r e fo rms  i f  a id  were  given a l ike  t o  
those  who undertook these  r e fo rms  and t o  those who did not. 
This  meant ,  of course ,  that  the United States  would have t o  
be p repared  to  deny a id  i n  some ins tances  of Cold War c r i -  
s i s - -p rec i se ly  what i t  had not been prepared  t o  do in the 
past .  

In  I r an  during the la te  1940's and in  the  Phil ippines 
during 1950-51, the United States  had withheld a id  pending 
ma jo r  r e fo rms  akin t o  those now sought i n  La t in  Amer ica .  
But on the whole, where Cold War  c r i s i s  loomed during the 
19501s,  a s  i t  now seemed t o  do in La t i n  Amer i ca ,  Amer i can  
policy officials had been mos t  reluctant t o  withhold a id  be-  
cause a country was not doing i t s  pa r t  t o  make  the a id  ef- 
fective. On occasion,  the United S ta tes  had threatened t o  
withhold a id ,  o r  actually had done so ,  t o  secure  specific 
and l imited changes,  such a s  a l tera t ion i n  a cur rency  ex-  
change r a t e ,  c lea r ly  nece s sa ry  i f  a i d  were  not t o  be wasted. 
The need for  broad r e fo rms  had been a constant theme and 
in  many  ins tances ,  Amer i cans  had hoped that  the  a i d  they 
provided would help t o  promote  these  re forms .  In general ,  
the experience had been unsatisfactory,  and a conviction had 
grown that  the r e fo rms  somehow had t o  be brought about i f  
the Cold War t h r ea t  was t o  be me t ,  a id  prove effective,  and 
economic development succeed. 

The  s t ronger  Lat in  Amer ican  governments  with pub- 
l i c  support  presumably would be the l eas t  threatened and the 
mos t  able, and  willing to  introduce reforms-- indeed t o  do so  
whether the r e fo rms  were  a condition of Amer i can  a id .  Aid 
would flow t o  these  governments  under the new Alliance and 
presumably be put t o  good use ,  thus to  fu r ther  reduce the 
th rea t .  But those Lat in  Amer i can  governments  without pub- 
l i c  support  presumably would be the mos t  exposed t o  r e -  
volutionary challenge, the  likely points of c r i s i s ,  and a l so  
the l eas t  able  o r  willing t o  undertake the de s i r ed  re forms .  



P r e s u m a b l y ,  they were  t o  be denied a id  unti l  they did 
" thei r  p a r t ,  " Cold War  c r i s i s  o r  not. 

I t  was  impor tan t  that  the  All iance be gotten off t o  
a s  p rompt ,  sweeping,  and  success fu l  a s t a r t  a s  poss ible .  
The t h r e a t  posed by C a s t r o  was  thought r e a l  and  urgent ,  
and the galvanizing effect  of the  All iance s u r e l y  would be 
l o s t  i f  i t  wi thered and lagged month a f t e r  month.  F u r t h e r ,  
a s  the All iance was a m a j o r  i t e m  of the  Kennedy Admin i s -  
t r a t i o n ' s  "new look" i n  fore ign policy,  i t  could not be a l -  
lowed t o  wi ther  o r  lag  f o r  domes t i c  poli t ical  r easons .  

The effort  t o  get the All iance going l e d  the  Admin-  
i s t r a t ion  t o  p r e s s  a id  into s e r v i c e  i n  much  the  pa t t e rn  of 
pas t  e m e r g e n c y  a i d  e l sewhere .  The idea that  a i d  was  t o  
be denied those  who fa i led  t o  do " thei r  par t"  was  v i r tua l ly  
abandoned i n  p rac t i ce .  , 

In  h i s  m e s s a g e  t o  the  conference  es tabl ishing the 
All iance i n  August  1961, Kennedy s e t  the  tone by a s s e r t i n g  
that  "during the y e a r  which began on M a r c h  13  with his  
proposal  of the All iance the  United Sta tes  wil l  a l locate  
m o r e  than $1 bil l ion i n  development a s s i s t a n c e  t o  La t in  
A m e r i c a .  I f  3 /  T h i s  was  a three-fold  i n c r e a s e  and m e a n t  - 
a c r a s h  p r o g r a m  i n  which scan t  r e g a r d  could be given t o  
economic development c r i t e r i a ,  t o  s a y  nothing of r e g a r d  
f o r  whether La t in  coun t r i e s  had begun, in  ac tual i ty ,  t o  do 
" thei r  par t .  " The A m e r i c a n  delegation a l s o  le t  i t  be known 
that  t h e  United Sta tes  would have ample  funds f o r  a n y  who 
happened on c r i s i s ,  p r e s u m a b l y  i n  t h e i r  e f fo r t s  toward  r e -  
fo rm.  L a t i n  A m e r i c a n s  w e r e  put on notice,  i n  effect ,  tha t  
f a r  f r o m  a id  being withheld pending evidence of concre te  
pe r fo rmance  on t h e i r  p a r t ,  i t  was t o  come i n  m a s s i v e  new 
quantity. 

The  m a r k e d  fea tu re  of a id  to  La t in  A m e r i c a  in  
f i s c a l  1962, the f i r s t  fo r  which Kennedy had full r e spons i -  
bility, was  that  $3 19 mi l l ion  of t h e  $477 mil l ion admin i s t e red  
by the  a id  agency  was handled by c a s h  t r a n s f e r .  .4/  T h i s  
p r o c e d u r e ,  long used  for  budget suppor t  i n  ~ o r d a ~ a n d  L a o s ,  
was  the  quickes t  and s imples t  way t o  pump d o l l a r s  into 
ano the r  country ,  and pe rhaps  the  way i n  which the  United 
Sta tes  re ta ined the l e a s t  control  o v e r  how these  d o l l a r s  
would be used. 

"Development lending" r o s e  i f  one a c c e p t s  $50 m i l -  
l ion f o r  e m e  rgency balance -of -payments suppor t  i n  B r a z i l  
and a $25 mil l ion loan i n  Chi le ,  both handled by c a s h  t r a n s f e r ,  



a s  development lending. DLF,  whatever i t s  extensive in- 
volvement in past  emergency aid,  has  avoided cash t r ans fe r  
a s  too blatant a violation of i ts  official development function. 
If one does not accept the loans t o  Brazi l  and Chile a s  devel- 
opment loans,  development lending in  Latin Amer ica  fell in 
the f i r s t  year  of the Alliance. Fu r the r ,  a id  for Latin Amer -  
ica for  the f i r s t  t ime  became the la rges t  single claim on the 
President ' s  Contingency Fund for unforeseen emergencies .  

P a  st  aid to  Bolivia was often cited a s  an example of 
what had been wrong and was not to continue under the new 
Alliance. Aid officials had fought long and hard  t o  reduce 
the political support p rogram there  and to  impose economic 
development c r i t e r i a ,  with some success  toward the end of 
the Eisenhower Administration. Aid shrank f rom $20 mil-  
lion in  f iscal  1959 to  $15 mill ion in  f iscal  1960 a s  the cash 
t r ans fe r  budget support portion was cut by $5 million. Aid 
for  f iscal  1961, begun by Eisenhower and ending with Kennedy, 
was scheduled t o  remain  a t  the same $15 million level,  but 
la te  in  1960 another of the recur ren t  Bolivian c r i s e s  broke, 
and thk Soviet Union entered the picture with a reported 
$150 million loan offer. The usual Amer ican  c r i s i s  response 
this  t ime was m o r e  relaxed, perhaps because officials had 
been through c r i s e s  in Bolivia before. The new In te r -  
Amer ican  Development Bank was encouraged to  make a 
$10 million loan, and West German aid was drawn into the 
picture,  but budget support was not immediately res tored  
t o  i t s  previous level. 

Then the Kennedy Administration, new in  office, 
sent off a special  mission in  March 1961 to  find a way to  
get aid t o  Bolivia on a new t rack .  The mission,  a f te r  a 
few weeks in Bolivia, recommended a sharp  increase ,  in- 
cluding a number of the projects  which aid officials had 
successfully res i s ted  a s  uneconomic in  1959 and 1960. By 
June 1961, aid t o  Bolivia had jumped to  $27 million. The 
new Amer ican  Ambassador  sent t o  Bolivia in  July saw the 
c r i s i s  a s  urgent. Aid in f iscal  1962 rose  to  $29 mill ion 
with the cash  t r ans fe r  portion now a t  a new high of $15 
million. F o r  Bolivia, the new "Alliancef1 f i r s t  brought a 
r eve r sa l  of the Amer ican  reluctance in  the immediately 
preceding yea r s  t o  continue c r i s i s  a id  and budget support. 



New Leg i s la t ion  

When Kennedy t u r n e d  t o  t h e  Congress  in e a r l y  1961, 
m e m b e r s  reasonably  sa t is f ied  with a id  we r e  m o s t  difficult 
t o  find. The Democra t i c  m a j o r i t y  had grown inc reas ing ly  
d i s sa t i s f i ed  with t h e  conduct of a i d  under  E i senhower ,  and  
m a n y  Republicans had voted f o r  i t  only to  suppor t  the  P r e s -  
ident of t h e i r  par ty .  With a Democra t  in  office,  they could 
vote agains t  aid.  F u r t h e r m o r e ,  while a m a j o r i t y  of Demo- 
c r a t s  f r o m  the  South had voted f o r  a i d  in the  l a t e  1940 's  
and through the e a r l y  y e a r s  of the  Eisenhower  Admin i s t ra -  
t ion ,  in  the  la te  1950 's  a m a j o r i t y  of Southern  Democra t s  
had voted agains t  aid.  Th i s  would continue with a Demo- 
c r a t  in  office. 

Major  changes w e r e  ca l led  f o r  i f  the  Congre s s  w e r e  
t o  be sat isf ied.  They w e r e  proposed.  The Admin i s t ra t ion  
a l s o  was  intent that  i t  should not be outshone by i t s  p r e -  
d e c e s s o r  in the r e a l m  of "economy" in government ,  but the  
m a s s i v e  new a i d  i t  p roposed  fo r  La t in  A m e r i c a  made th i s  
difficult. 

Kennedy f i r s t  announced tha t  h is  a i d  reques t  would 
s t a y  within the  $4 billion i n  the  budget drawn by the  out-  
going Eisenhower  Adminis t ra t ion (which reduced a i d  f r o m  
the.$4. 2 billion sought i n  1960), with "funds s h a r p l y  shifted 
i n  t e r m s  of t h e i r  use  and  purpose .  I '  5 /  The  m a i n  di rec t ion - 
of the shift ,  p resumably ,  was  t o  be toward  the  p roc la imed  
"Decade of Development. When the  reques t  was  sen t  t o  
Capitol  Hil l ,  the  s u m  had r i s e n  t o  $4. 8 billion with m i l i t a r y  
a s s i s t a n c e  i n c r e a s e d  sl ightly and $1, 187 mil l ion r a t h e r  than 
$700 mil l ion asked  f o r  development loans.  

T h e  Mutual Secur i ty  Ac t ,  which had s e r v e d  with end-  
l e s s  amendment  s ince  1951, was  replaced by new legis la t ion 
and the a i d  agency was  reorgan ized  once m o r e ,  now t o  be 
ca l led  the Agency fo r  International  Development (AID). The  
m o s t  substantive change proposed was  new e m p h a s i s  on 
long- te rm development lending. 

Kennedy a s k e d  that  the  DLF,  now t o  be p a r t  of AID, 
be given author i ty  to borrow $7. 3 bil l ion f r o m  the  T r e a s u r y  
o v e r  five y e a r s  and that  it r ece ive  ano the r  $1. 5 billion i n  
r epayments  ant ic ipated f r o m  previous  fore ign a i d  loans ,  
repayments  that  o therwise  would r e v e r t  t o  the  T r e a s u r y .  



In a l l ,  the DLF was to  have $8.8 billion over  five years ,  
a ma jo r  increase,  with none of i t  appropriated by the 
Congress.  While this was unlikely to  please many con- 
gressmen,  i t  was essentially what Senator Fulbright had 
proposed and Eisenhower had not supported in 1959. 

Kennedy a l so  proposed that the DLF shift f rom loans 
repayable in soft cur renc ies  t o  those repayable in dollars.  
The new loans would not be exactly "hard, a s  there  was 
t o  be a ten-year "grace period" with no repayments,  and 
repayments could be stretched over a s  much a s  forty 
years ;  in effect what would amount to  grants  for a decade 
and then become "hard" loans on very easy t e r m s .  None- 
theless ,  many congressmen and others  felt that,  if there  
had to  be more development lending, loans repayable in 
dollars were a move in the right, "business-like, ' I  direction. 

Aid Problems of 1961 -62 

The intent t o  shift toward a "Decade of Development" 
proved difficult to t ransform into action during the f i r s t  
eighteen months o r  two years  of the Kennedy Administration. 
The situations in Asia which had called for  urgent aid did 
not disappear. The c r i s i s  in Vietnam deepened and the 
Administration sought t o  meet  it with new vigor. In Laos,  
the Administration thought i t  necessary  to  t r y  t o  negotiate 
a re turn  to  the neutralist  government of Souvanna Phouma, 
upset in 1957, and this undertaking called no l e s s  f o r  aid. 
A new Ambassador t o  Iran,  much a s  in Bolivia, saw the 
recur ren t  c r i s i s  there  with fresh eyes,  called for  new 
emergency aid,  and got it. New African s tates  were coming 
into being and the Administration felt compelled to  greet  the 
independence of each with an  aid program of sor t s .  The 
c r i s i s  in the Congo brought a need for  substantial emergency 
aid in Africa,  South of the Sahara for  the f i r s t  t ime.  

The combination of a s  many urgent problems a s  ever  
(or  more than ever )  with the new crash  program in Latin 
America made f iscal  1962, the f i r s t  of the "Decade of 
Development, ' I  perhaps the year in the history of aid to  
underdeveloped countries most  marked by the use of eco-  
nomic aid in response to  one o r  another form of emergency. 
Such a comparison among yea r s  cannot be made s tr ic t ly ,  a s  
too many labels ,  reporting procedures  and uses of a id 



changed. But c a sh  t r a n s f e r s ,  the  mos t  obvious index, 
stood a t  a peak. In  f i s c a l  1960, the l as t  full yea r  of the 
Eisenhower Administration,  cash  t r a n s f e r s  were  $96 mi l -  
l ion ($83 mill ion of which was for  t h r ee  countr ies ,  Laos ,  
Jo rdan ,  and Morocco),  o r  about 5 percen t  of a l l  economic 
aid. They rose  steadily through f iscal  1961 t o  $485 mi l -  
l ion in  f i sca l  1962, o r  to  a lmos t  20 percent  of a l l  economic 
aid. Only in  f i s ca l  1954, did cash t r a n s f e r s  stand a t  a 
higher level,  6 /  and then due t o  one patently emergency  
use--$745 mill ion to help defray F rench  cos t s  in  the  batt le 
for  Indochina. 

Development loans  a l s o  rose  and, understandably,  
the  Administration chose t o  point in public t o  th i s  ra ther  
than t o  cash  t r an s f e r s .  But, just  a s  a considerable por -  
t ion of "defense support" once had been a id  fo r  economic 
development in substance,  s o  now a significant portion of 
"development loans" in  substance was c r i s i s  aid.  

The Adminis t ra t ion adapted a n  old technique, "pro- 
g r a m  aid ,  " commonly used  in the Marsha l l  P l an  t o  new use 
i n  a id  t o  underdeveloped countries.  A "program" loan helps  
t o  finance the  genera l  import  requ i rements  of another  coun- 
t r y .  Previously ,  DLF loans  and mos t  other  a id  fo r  economic 
development had been fo r  specific projects--a  dam,  factory,  
o r  road complex. In the Marsha l l  P l an ,  Amer icans  felt that  
Europeans knew how to,  and would, put the i r  a id  t o  best  
use in promoting economic recovery.  Quite a different 
situation prevai led in  underdeveloped countr ies ,  and project  
aid was favored a s  a means  of controlling how a i d  would be 
used. 

Over  t ime ,  however,  a need for  "program" a id  t o  
underdeveloped countr ies  had a r i s en ,  a s  some gained capa- 
city t o  manage the i r  development effor ts  m o r e  effectively 
and a s  e a r l i e r  a id  projects  were  completed. Where com-  
pleted factor ies  would not operate  a t  full  capacity unless 
foreign exchange we re  made available fo r  imported raw 
ma te r i a l  and spa r e  pa r t s ,  "program" a id  to help supply 
these  needs made m o r e  sense  than fu r ther  project  a id  t o  
build m o r e  factor ies .  The l a rge s  t  new DLF loan, a $200 
mil l ion "program"  loan for India, was aid for economic 
development, because India needed such non-project  i m -  
po r t s  in o r d e r  t o  move ahead with i t s  development, and  
because Amer ican  officials were  satisfied that the Indians 
managed t he i r  economy and would manage a i d  i n  a fashion 



designed t o  promote  development. 
If ' Iprogram" loans m e t  a n  economic development 

need,  they a l s o  were  a handy device with which t o  shape 
D L F  funds t o  m e e t  c r i s i s  needs.  Emergency  balance-of- 
payments a id  such a s  the DLF loan t o  B r a z i l  previously  
was  given mos t  often a s  "defense support ,  I t  " specia l  a s -  
s i s t ance ,  " o r  under  some o ther  category of the a id  l eg i s -  
lat ion that  allowed the funds t o  be t r a n s f e r r e d  with no 
par t i cu la r  p re tense  that  they w e r e  f o r  long- term economic 
development projects .  To  provide such a i d  a s  a D L F  loan 
was poss ible  but cumbersome,  and  s o  long a s  the g r e a t e r  
p a r t  of available a i d  funds had been in  such ca tegor ies  a s  
"defense support ,  the  need t o  r e s o r t  t o  D L F  i n  such c i r -  
cumstances  was l imi ted.  But now that  the new Adminis-  
t r a t ion ,  i n  the name of a "Decade of Development, I '  had 
s e c u r e d  a m a j o r  shift of funds t o  development loans ,  i t  
was  shor t  of funds in emergency  ca tegor ies  while i t  had 
ample  funds available f o r  development. A D L F  " p r o g r a m  
loan" handled by c a s h  t r a n s f e r  m e t  B r a z i l ' s  balance-of- 
payments problem a s  quickly and di rect ly  a s  would funds 
allocated f r o m  the "specia l  a ss i s t ance"  ca tegory  o r  the 
Contingency Fund. Indeed, a "program" loan was suitable 
t o  a lmos t  any emergency  use  of a id .  

The  Brazi l ian  balance -of -payments c r i s i s  a r o s e  
l a r g e l y  f r o m  Braz i l i an  f iscal  mismanagement ,  and  a i d  
was  provided t o  fend off the poli t ical  and economic con- 
sequences.  The DLF "program" loan was a i d  f o r  economic 
development only i n  the sense  that  B r a z i l  had t o  get  over  
i t s  immediate  c r i s i s ,  a s  I r a n  and the  Congo had t o  get  over  
t h e i r  c r i s e s ,  i n  o r d e r  t o  move ahead with economic develop- 
ment.  Since the  a i d  had been provided out of D L F  funds, it 
s e e m e d  n e c e s s a r y  t o  r e p o r t  i t  a s  "development lending, " 
and i t  was  a l s o  advantageous t o  r e p o r t  i t  so ,  a s  a n  in tegra l  
p a r t  of the  new Alliance fo r  P r o g r e s s ,  r a t h e r  than a s  ano ther  
ins tance of emergency  aid. 

Sure ly  a t  no t ime  was  the  gap s o  l a r g e  between what 
was  sa id  about aid and what was  done with it a s  i n  1961-62. 
In t ractable  p rob lems  of fo re ign  policy would not be banished 
o r  reduced by proclamat ion,  and the new officials  responsible  
fo r  these  p rob lems  found t h e m  a good deal  m o r e  baffling and 
urgent than they had when such p rob lems  w e r e  the  respon-  
sibil i ty of o the rs .  

The Kennedy reorganizat ion of the a id  agency a l s o  



made a contribution to  this  gap between what was proclaim- 
ed and what was done. During the Eisenhower Administration 
aid officials had been an obstruction to  emergency uses  of 
aid. They had had little success  in shifting the emphasis  in 
the direction they sought--to long-term economic develop- 
ment--but they had obstructed many an  Ambassador  o r  offi- 
cial  of the Department of State who wanted a id  pressed  into 
emergency use. O r  they had managed to  reduce the size of 
such emergency programs,  o r  to  insis t  that the program 
conform to some extent t o  the requirements  for  economic 
development. The Kennedy reorganization, ostensibly t o  
equip the aid agency for  the "Decade of Development, " s o  
disrupted it for a lmost  two years ,  f rom ea r ly  1961 until 
late 1962, that this  obstructionist  role was no longer played 
by aid officials. No one else  played it. 

The reorganization was launched f i r s t  of a l l  to  sa t i s -  - 

fy the Congress but, once launched, the tone and direction 
were shaped by the Administration's attitude toward "ex- 
isting aid programs and concepts" and existing aid officials. 
It was announced that the employment of a l l  aid officials 
would terminate  with ICA, s o  that the new AID could begin 
f r ee  of the burden of the past,  and a "turn-around in aid 
policy" was loudly proclaimed. F o r  some months the only 
concrete meaning of the "turn-around" was that whatever 
had been done in the past was not to  be done now o r  in the 
future. The reorganization a l so  was the most  sweeping of 
a l l  t o  which the aid agency had been exposed. Old organi- 
zational l ines changed, and the new arrangements  were un- 
cer ta in  fo r  months. Experienced aid officials had to  t u rn  
t o  their  new and inexperienced super iors  for guidance a s  t o  
what was to be done. The new top officials perforce had to 
t u rn  t o  the i r  more  experienced subordinates for guidance a s  
t o  what needed to be done, and this  guidance could be offered 
only out of the past o r  on the bas i s  of past  c r i t e r ia  officially 
discredited by the "turn-around. 

When ambassadors  sought emergency aid, a s  for  
Brazi l ,  Bolivia, and Iran,  aid officials could say why the 
DLF had avoided cash  t r ans fe r s  in the past o r  give the 
reasons  they had res i s ted  emergency aid to  I r a n  and 
Bolivia in the past. I t  was not too difficult f o r  ambassadors  
t o  see that the White House overrode such arguments  based 
on discredited cr i ter ia .  Not until AID thrashed out some new 
cr i te r ia ,  which turned out t o  be not so very different f rom 



the old c r i te r ia ,  would it be in a position t o  res i s t  such 
pressures .  

Kennedy intended to  shift in one direction and found 
the shift actually taking place in the other. This was awk- 
ward when he had t o  return to the Congress for  funds in 
1962. New proposals,  new faces,  and a reorganization had 
served t o  mollify the Congress in 1961. Congressmen now 
had a sense that for  a l l  the "new look, " there  was a s  much 
wrong with foreign aid a s  ever .  

The Congress in 1962 made the sharpest cut since 
1957. Military assistance ($1.5 billion) was cut by 10 pe r -  
cent and economic assistance ( $ 3 . 4  billion) cut by 25 pe r -  
cent. Kennedy salvaged development loans by introducing 
a separate ,  additional category for  Alliance-for-Progress 
development loans. Only $975 million was appropriated of 
the $1. 5 billion authorized for development loans, but 
Kennedy asked for another $600 million f o r  Alliance -for - 
Progres s  loans and received $525 million--in effect t o  
make a total appropriation of $1. 5 billion for a l l  develop- 
ment lending. The success of this particular gambit, 
however, did not really relieve the disaster  on Capitol 
Hill o r  a l te r  the portents of more  trouble to come. 

A Shift Toward Long-term Economic Development 

Kennedy moved t o  replace the new Administrator of 
A D .  The appointment of David Bell began a shift in earnest  
toward emphasis on long - term economic development. By 
the time Bell entered the scene in late 1962, AID had worked 
i ts  way out of the worst of i ts  disruption. This made some 
difference but, more  important, Bell had been Budget Direc- 
t o r  and his  move to AID, a t  the request of the President ,  was 
a move from a very powerful position to one men were in- 
clined to shun. It was, to  a l l  appearances, a move made 
on assurance that he would have the full support of the 
President  . 

Any dispute which could not be settled between lower 
level  aid and policy officials moved up to  the Secretary of 
State and his subordinate, the head of AID. Technically, 
the Secretary had the power to  decide the matter .  In prac-  
t ice,  discussion was car r ied  out with the knowledge that 
Bell a s  well a s  Secretary of State Dean Rusk had access  to  



the White House where  the r e a l  power of decis ion lay.  
Th is  was  a m a j o r  change in  the  si tuation that had exis ted 
for  many y e a r s .  

In Marsha l l  P l a n  and  e a r l y  Mutual Secur i ty  days ,  
P a u l  Hoffman and A v e r e l l  H a r r i m a n  had been powerful 
m e n  i n  Washington, and in p rac t i ce  t h e r e  was  much con- 
cord  between a id  officials  and those of the Depar tment  of 
State. Harold  S t a s s e n  a s  the  f i r s t  head of FOA had been a 
prominent  Republican but not one with much influence on 
Eisenhower.  S tassen  was  i n  a position t o  p r e s s  a dispute 
t o  the White House,  but Eisenhower  depended on John 
F o s t e r  Dulles. Then Eisenhower  made i t  c l e a r  that  any  
dispute between a id  and  policy off ic ia ls  was  t o  be resolked 
by Dulles o r  brought t o  him only with the  approval  of 
Dulles. The m e n  who subsequently headed the  a id  agency 
w e r e  nei ther  poli t icians of S tassen ' s  prominence nor  p a r -  
t i cu la r ly  powerful in Washington i n  any other  way. They 
had only the faintest  hope of e v e r  winning a dispute with 
Dulles and l e s s  hope of getting the  P r e s i d e n t  t o  over ru le  
him. Major decis ions  about the  use of fo re ign  a id  fe l l  t o  
the S e c r e t a r y  of State and  his immediate  policy subordi-  
nates ,  o r ,  i n  the  f i r s t  y e a r  of the Kennedy Adminis t ra t ion,  
t o  the White House. 

Now, although the  f o r m s  remained the s a m e ,  the  
poli t ical  substance was  changed. Aid officials  began t o  
ga in  a degree  of control ,  through Bell ,  over  the m a j o r  
decis ions  about the use  of aid.  Bell ,  a n  economist  by 
t ra ining with exper ience in  development planning, was 
in te res ted  i n  economic development. Th i s  g e n e r a l  t r a i t  
was  s h a r e d  by the new m e n  he brought into the  a i d  agency 
and by officials who had been t h e r e  fo r  a long t i m e .  Given 
somewhat m o r e  control  over  a id ,  AID officials  shifted the  
focus  t o  long - t e r m  economic development. 

Aid officials  fo r  y e a r s  had wanted t o  get  out of the  
p r o g r a m  i n  Lebanon. It was  ended i n  f iscal  1964. Aid t o  
I r a n  was  reduced f r o m  $54 mill ion i n  f i sca l  1962 ($50 mi l -  
lion of th i s  cash  t r a n s f e r )  t o  $5 mill ion i n  f i sca l  1964, by 
f a r  the lowest  point since 1951. Al l  cash  t r a n s f e r s  r e -  
turned to the l eve l  of the Eisenhower  y e a r s ,  $1 18 mill ion 
i n  f i sca l  1964. Supporting a s s i s t a n c e ,  the new name for  
defense support  and specia l  a s s i s t a n c e ,  was  reduced even 
though funds for  Vietnam grew.  In a l l ,  much  of the  shift  
Kennedy had proposed i n  1961 took place i n  1963-64. 



The s t r e s s  on "self -helpf1 in the Alliance for  P r o -  
g r e s s  was difficult t o  act  upon, now that i t  was taken m o r e  
seriously.  The United States,  a l ready in c r a sh  programs 
in Lat in  Amer ica ,  could not suddenly say  that a id  would be 
withheld pending performance on "self-help1' measures .  It 
had to  t r y  to  produce the des i red  changes within on-going 
aid programs.  Fu r the rmore ,  the United States was not 
real ly  prepared to say  precisely what so r t  of t ax  o r  land 
re form,  what political procedures  o r  measu re s  of "social 
just ice ,"  another country mus t  adopt t o  qualify for  aid. ' 

Performance  was difficult t o  measu re  unless the United 
States could say precisely what was wanted. Statements 
of intent therefore  often substituted for performance, and 
the effort to produce the desired changes with aid often was 
substituted for the possibly more  promising initial intent to  
make aid conditional on these changes. 

An effort was made to  deny aid in cases  of blatant 
violation of the "Alliance. When the mi l i t a ry  aborted 
constitutional election processes  in Pe ru ,  Kennedy spoke 
of a "ser ious setback" for  the Alliance, and aid was cut 
off. Within the month a id  was resumed. In the face of r e -  
cur ren t  f iscal  c r i s i s  in  Brazi l ,  fur ther  a id  was t o  be doled 
out bit by bit, contingent on changed f iscal  policies. How- 
ever ,  the United States soon became increasingly concerned 
about the "leftist" tendencies of the Brazi l ian Government. 
When it  was ousted by the mil i tary,  the United States Am- 
bassador urged massive a id  in a hu r ry  to  support the new 
government. He prevailed. 

A s  i t  was difficult t o  get a f i r m  gr ip  on many aspec ts  
of "self-help, " development planning became the one quite 
f i r m  "self-help" requirement.  Aid officials we r e  inclined 
to  think of development planning l e s s  a s  "self-help" than a s  
a n  essent ia l  prerequis i te  t o  successful development. P r e -  
sumably, every country, especially the poorer ,  needed a n  
elaborated vision of what resources  it had and how it  pro-  
posed to  use these resources  together with the aid available. 
I n  sharp  contrast  to  measu re s  of "social  just ice ,"  the p re -  
paration of a development plan was essentially a technical 
undertaking, accomplished in a finite span of t ime which 
could be asked of another country. It was a task for  which 
economists influential in  AID had special  enthusiasm and 
skills.  



Aid for  Afr ica  

Aid fo r  Africa r a i s ed  the old problem of prol i fer-  
at ion of a id  p rograms .  I t  had become acute  by 1963. The 
United States had welcomed the  independence of Afr ican 
countr ies  but not the idea of a whole new continent of po- 
tent ia l  c la imants  on i t s  aid.  The United States  wished 
Afr icans  well i n  t he i r  effor ts  toward economic develop- 
ment  and hoped to  leave the main responsibil i ty to the  
f o r m e r  European metropoles ,  confining i tse l f  t o  a role 
of "junior par tner .  ' I  Amer icans  a l so  hoped, a t  l e a s t  p r i o r  
t o  the Congo c r i s i s ,  that Afr ica  might be kept out of the 
Cold War ,  a s  Afr icans  ins is ted i t  m u s t  be,  and that  
European nations could deal  with such l e s s e r  c r i s e s  a s  
might a r i s e .  

With the independence of Ghana in  1958, the f i r s t  
of the wave t o  come, the United States  thought i t  necessa ry  
t o  offer a id  fo r  economic development. It was providing 
a id  to L iber ia ,  Ethiopia,  a c r o s s  North Afr ica ,  and e l s e -  
where in the world. To fa i l  t o  offer a id  t o  Ghana could be 
taken a s  a m a r k  of Amer i can  d i s in te res t  o r  antagonism. 
The same essen t ia l  r easons  were  brought t o  bea r  when the  
next country became independent, and the next, until by 
1963 the  United S ta tes  had begun in  27  new Afr ican nations 
and saw no e a s y  way t o  stop. There  was a broad official 
position within the Department of State that this was not 
t o  happen--that the  independence of a new country was not 
itself a sufficient reason  fo r  aid. But c a se  by c a s e ,  offi- 
c i a l s  responsible  for policy toward Afr ica  felt  that  th i s  
broad position could not be applied to  t he i r  pa r t i cu la r ,  
p r e sen t  problem. 

F rench  Afr ican t e r r i t o r i e s  moved toward independ- 
ence i n  close cooperation with France .  He re ,  if  anywhere,  
the need fo r  the United States  to  make a n  additional con- 
tr ibution was smal l .  But a s  the  independence of these  
countr ies  f r om F r a n c e  was challenged by other Afr icans ,  
Amer i cans  felt it e ssen t ia l  that  the  United States  not lend 
support  t o  th i s  charge by failing t o  extend some aid.  Guinea 
broke with F r a n c e  and was denied F rench  aid. I t ,  of a l l  the 
F r ench  Afr ican t e r r i t o r i e s ,  did have need fo r  Amer ican  aid.  
The United States hesi ta ted,  out of concern fo r  F r a n c e ,  only 



t o  see  the Soviet Union come forward.  This  soon ended the 
he sitation. 

Most p rog rams  in  Afr ica  were  quite sma l l  and came 
t o  be called,  with unusual f rankness ,  "presence" p rog rams ;  
that  i s ,  necessa ry  t o  give the United States  Ambassador  p ro-  
pe r  a c c e s s  t o  and influence with local  officials. This  was 
not new o r  specia l  t o  Africa.  Fore ign  a id  steadily had be- 
come a substitute fo r ,  o r  necessa ry  supplement to ,  the lav-  
i sh  diplomatic "entertainments" once essen t ia l  t o  the smooth 
and effective conduct of diplomacy. Amer ican  Ambassadors  
repor ted t o  Washington that  e i the r  some foreign a id  mus t  be 
forthcoming o r  the i r  diplomatic function would be impai red-  - 
how ser ious ly  was a ma t t e r  of judgment. But i f  the old 
"entertainments" placed se r ious  demands on the constitu- 
t ion of a diplomat, they ended by midnight. "Aid fo r  eco-  
nomic development, I' however sma l l ,  c a r r i ed  a strong i m -  
plication of United States  commitment t o  the successful  
development of the recipient country. There  was no ea sy  
way to  t e l l  the government o r  the populace that  th is  "en- 
ter ta inment"  ended a t  midnight when the coach turned back 
into a pumpkin. On the contrary,  a n  e v e r  l a r g e r  p rog ram 
often seemed requ i red  t o  mainta in  the "presence"  effect. 

Some Amer i cans ,  including the Ass i s tan t  Sec r e t a ry  
of State fo r  Afr ican Affai rs ,  felt that the United States mus t  
make a s e r i ous ,  l a rge-sca le  effort ,  such a s  the "Alliance 
fo r  P r o g r e s s ,  to  help develop Africa.  Th is  posed ariew 
the old and  basic  question of what the United States  mus t  
t r y  to  do and where.  Indeed, i t  was  not Afr ica  alone that  
posed this  question. 

The New Divergence Between Aid and  Pol icy 

The basic  Cold War posture of containment, which 
called fo r  the United States  to  respond t o  c r i s e s  where  and 
a s  they a r o s e ,  remained in  force  and had come t o  apply t o  
c r i s e s  a r i s ing  i n  a l l  underdeveloped a reas - -Afr ica  and La t in  
Amer i ca  a s  well a s  As ia  and the Middle Eas t .  The "Decade 
of Development, I '  however,  was  t o  be a m a j o r  a l tera t ion in 
the t ac t i cs  by which containment was t o  be pursued. While 
the United States  would continue t o  respond t o  c r i s e s ,  it was 
t o  make  m o r e  effort ,  in aid fo r  economic development, t o  



get a jump ahead of c r i s e s ,  thus t o  forestall  them. It was 
c lear  enough where this new tactic could not be applied--in 
c r i s i s  spots such a s  Vietnam o r  the Congo--but far from 
c lear  where it was to be applied. 

Since action on economic development took time and 
able, secure government, presumably it might best be ap- 
plied where clear ,  calm skies offered a period perhaps of 
years  to  get development underway undisturbed by cr is is .  
However, neither the Administration nor the Congress was 
prepared to consider additional massive aid for countries 
that posed no particular Cold War problem, and aid officials 
were f a r  from convinced that the United States could p res s  
development forward a t  a fas te r  pace in any country, o r  
that additional massive aid was needed. They sought to  
focus on the few countries where conditions for develop- 
ment were favorable, and thought twenty o r  thirty years  
more  realistic than a "Decade of Development. 

To focus on the favorable few was the way to  get the 
most development for the "aid dollar, and possibly the way 
to get successful development somewhe re  a t  the earl iest  
time. But what was to  be done about the many where con- 
ditions for aid were not promising? To wait until c r i s e s  
a rose  in these countries was precisely the pattern of the 
past which the "Decade of Development" was intended to  
correct.  

Of the many efforts to e rec t  a "strategy of develop- 
ment" which would fit within the broader framework of for-  
eign policy, the most influential, f i r s t  set out i n  the middle 
1950ts,  7_/ i s  worth notice. On the basis of the plausible 
idea that economic growth proceeded by stages, one of 
which brought a "take-off" into llself-sustaining" growth, 
the United States was to concentrate i t s  a id on the countries 
nearest  "take-off" so that they would reach "self-sustain- 
ingT1 growth at the earl iest  moment. They then would have 
li t t le further need of aid, and the United States could con- 
centrate i ts efforts on the next most promising set of 
countries. In this fashion, the United States would focus 
its aid to achieve development in some countries in  the 
shortest t ime and eventually help a l l  to  develop with the 
smallest immediate outlay of funds. 

This highly attractive scheme influenced the DLF in 
the late 19501s, influenced the "Decade of Development" pro- 
nouncement, and then was made virtually official a id  doc- 



t r ine  in the ear ly  months of the Kennedy Administration. 
Its major flaw became seriously troublesome only when 
AID gained sufficient control over i t s  programs to act in 
some accord with i t s  "doctrine. I t  The idea of stages of 
economic growth had been a favorite of German economic 
historians, with much regre t ,  only because, despite decades 
of heroic scholarly effort, no one had demonstrated to the 
satisfaction of others that economic growth had proceeded 
by discernible stages. It was no eas ier  to  demonstrate at 
what stage underdeveloped countries presently stood, a l -  
though the United States Government put some further  ef- 
fort  into the matter.  

This flaw provided a certain flexibility, but it was 
hard to  argue that India was approaching "take-off" o r  that 
some of the new programs just begun in  Latin America were 
in accord with the "doctrine." It was abandoned a s  a "doc- 
trine" in favor of a pragmatic compromise between aid of- 
ficials,  who wanted t o  focus a id  where it would most effec- 
tively promote development, and policy officials who thought 
some countries more  i m p o r t ~ n t  than others  for  reasons 
other than their  promise for  economic development. The 
two agreed on India and compromised in one degree o r  
another on assor ted  "best bets" for aid. 

India, Nigeria, and Brazi l  regularly appeared a t  or  
near  the top of various l i s t s  of "best bets. Each was the 
largest  country in i ts  a r ea ,  and the largest  could be said 
t o  be the most important. Each had the s ize,  perhaps the 
resources ,  which seemed necessary for  a modern developed 
country, a character is t ic  not shared by many underdevelop- 
ed countries. India had demonstrated capacity t o  put aid 
t o  effective use for  economic development, and Nigeria 
seemed more  promising in this respect than any other 
African country. Brazi l  no sooner had been included than 
it was judged necessary to  dole out further aid contingent 
on fiscal reforms.  

This did not mean that the Alliance for  P rogres s  
effort throughout Latin America was to  be reduced. The 
sense of urgent Cold War c r i s i s  in Latin America had 
faded, 81  and the Alliance had become l e s s  a c r i s i s  r e -  
sponse and more  what it was said t o  be. The United 
States proceeded to  provide increasing amounts of aid 
under the Alliance a s  it got underway, although not out 
of conviction that it was particularly feasible to promote 
economic development in Latin America. 



By looking only a t  what was done with a id ,  ignoring 
many things that  were  sa id ,  one could see  the United States  
acting a s  though i t  had decided on a r e t u rn  t o  emphas i s  on  
a t radi t ional  a r e a  of specia l  concern,  o r  "sphere  of in-  
f luence,  " in Lat in  Amer ica .  Where a id  had been concen- 
t r a t ed  heavily on As ia  i n  the 1 9501s, by 1964 the  pa t te rn  
had changed t o  one of concentration of economic a i d  on 
Lat in  Amer ica .  If the  "Decade of Development, I '  when 
announced in  1961, had been meant  t o  apply t o  a l l  under-  
developed a r e a s ,  the United States  had come to  apply i t  
especia l ly  t o  Lat in  Amer i ca ,  and i t s  future  application t o  
other  a r e a s  had fa l len increasingly in  doubt. 

In Vietnam, of course ,  the  United States  was acting 
a s  though the  bas ic  policy of containment everywhere  was 
quite a s  alive a s  it eve r  had been. But much of the  urgent 
impulse  of e a r l i e r  yea r s  c lea r ly  had faded in  other  a r e a s ,  
and t he r e  was much talk of detente with the  Soviet Union. 
When the United S ta tes  responded t o  the Indian-Chinese 
c lash with mi l i t a ry  ass i s tance  for  India,  Pak is tan  strongly 
objected and turned t o  find a new accommodation with China. 
The United States  t r i e d  t o  dissuade Pak is tan  f rom th i s  course  
but failed. There  was neither the c lamour  of d i r e  prediction,  
nor  the emergency  response  with a id  that  su r e ly  would have 
marked  such a n  event in  the  1950's. Nor was the United 
States s o  wor r ied  a s  i t  long had been about the  continuing 
precar iousness  of the I ran ian  Government o r  about Nas se r '  s 
act ivi t ies .  Indeed, while Afr ica  had become something of 
a new c r i s i s  a r e a ,  the  Middle Eas t  had become, f o r  Amer i -  
cans ,  a n  a r e a  of re la t ive  quiet and, perhaps ,  "neglect"; a 
si tuation probably capable of change on sho r t  notice. 

Much hinged on the outcome of events in Vietnam. 
F o r  a full-scale war  in  Asia ,  o r  Amer i can  withdrawal f r om 
Southeast As ia ,  o r  a n  intensified and spreading effort  t o  con- 
t a in  Communist  China amid  some detente with the Soviet 
Union, would mean  ma jo r  change in  Amer ican  foreign policy; 
and ma jo r  changes i n  foreign a id  would ensue.  



VI. CONCLUSION 

In January 1950, shortly before the United States 
launched in earnest  on a id  t o  underdeveloped countries, 
Secretary of State Acheson set out the problem in t e r m s  
not easy  to  improve upon some fifteen years  la ter :  

American assis tance can be effective when 
it i s  the missing component in  a situation which 
otherwise might be solved. The United States 
cannot furnish a l l  the components . . . . It 
cannot furnish determination, it cannot furnish 
will, and it cannot furnish the loyalty of a people 
to  i t s  government. But if the will and i f  the de-  
termination exis ts  and i f  the people a r e  behind 
their  government, then, and not always then, i s  
there  a very  good chance. 1_/ 

The emphasis  was on the l imi t s  of American power to  a l te r  
the world and the course of events. In the same speech, 
Secretary Acheson drew the United States defense peri-  
me te r  in Asia so  a s  t o  exclude a r e a s  which it  was thought 
the United States could not wisely attempt to defend. P r e -  
sumably, where aid was not the only "missing component" 
and there  was not a "good chance, I' by fa r  the m o r e  numer-  
ous and troublesome situations, it was going to be necessary  
for the United States t o  come to t e r m s ,  however, unpleasant, 
with the l imits  of what i t  could accomplish. 

At the same t ime,  however, the Truman Administration 
was considering a new venture with aid to t r y  to do something 
about the difficult situation in Southeast Asia ,  where aid quite 
c lear ly did not offer a very  good chance. Soon, with the 
Korean War, this effort to t r y  in unpromising situations, 
t o  p re s s  beyond the l imits  of what a id  could sensibly be ex- 
pected to accomplish, became the dominant and enduring 
theme. Over the years ,  the United States has t r i ed  to  do 
many things with aid, some wise and some not, some suited 
to  aid and some not, in  virtually every corner  of the under- 
developed world. 
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If Secre ta ry  Acheson se t  out the sensible l imits  of 
aid in 1950, the Alliance for  P rog re s s  in 1961 perhaps 
marks  the most ambitious effort t o  t ranscend these l imits.  
Here  the United States undertook not just to provide a 
"missing component, I '  a id ,  but t o  stimulate o r  bring into 
being al l  the other components recognized to  be missing 
and to be essent ia l  t o  the success  of aid.  Like much e l se  
in the experience with a id  t o  underdeveloped countr ies ,  the 
Alliance for P r o g r e s s  has  been f a r  f rom a resounding suc-  
c e s s  and perhaps equally f a r  f rom a n  abject fa i lure .  The 
sensible l imits  by no means have been the t rue  l imi t s  of 
what might be accomplished with aid. 

The major  reason these l imits  have proven l a rge r  
i s  that with aid the United States never provides a single 
"missing component. " It always provides a t  least  two 
components, a id  and the action of a powerful nation in  pro-  
viding aid.  In many instances,  this  action has  been a good 
deal more  potent than the a id  itself. 

Military assis tance could not give Turkey the abi l -  
i ty t o  withstand Soviet mi l i t a ry  attack in the la te  1940's. 
That the United States stepped in with the concrete action 
of mil i tary ass i s tance ,  however, a t  least  a s  much a s  the 
ass i s tance  itself gave the Turkish Government the added 
edge of confidence it needed to  withstand Soviet intimida- 
tion. That the United States would come to  the defense of 
Turkey, if attacked, was mos t  uncertain,  but Turkey no 
longer felt ent i re ly  isolated before the vast superior i ty  of 
the Soviet Union. 

Massive aid t o  the new Diem government in South 
Vietnam in 1954 helped to  meet  relief needs,  payrol ls ,  and 
some of the demands for  work and for  consumer goods, all  
important but hardly the key t o  the survival  of the Diem gov- 
ernment in  s o  difficult a situation. The key perhaps lay in 
how the Vietnamese calculated the odds that Diem's govern- 
ment would survive. Diem desperately needed cooperation 
and support,  but to cooperate with him and become identi- 
fied with his government would prove a r a sh  and potentially 
dangerous act  if his  government soon fell. The action of 
the United States in  providing massive aid,  a s  a very con- 
c r e t e  and unambiguous indication of support for the Diem 
government, probably changed how men calculated the odds, 
and contributed more  to  Diem's ea r ly  success  than the a s -  
sistance itself. The United States did not just provide aid 



but, a s  the saying goes, threw i t s  weight on the scales .  
In a different way, the potency of the Alliance for 

P rog res s  l ies  not in the magnitude of a id  alone. Because 
the United States had "neglected" Latin Amer ica  during the 
19501s, the Kennedy Administration had an  opportunity t o  
offer massive new aid there  in a dramatic  fashion designed 
to  spur the changes, the components which the United States 
could not furnish, necessary to  the success  of aid. The 
success  of the particular manner in which the United States 
held out the prospect of a id and the success  of a id  a r e  in- 
extricable.  

The action in providing aid,  of course,  has not a l -  
ways supported the purpose for  which the aid was given. 
The United States sought t o  support the Nuri es-Said govern- 
ment in  I raq  pr ior  to  1958, and mi l i ta ry  assis tance pro-  
bably had that effect i n  and of itself. But the connection 
between mil i tary assis tance and the Baghdad Pact ,  a s  well 
a s  the close identification between Nuri and the United States,  
undermined his government. The persis tent  eagerness  of 
the United States t o  continue a id  to  Indonesia, in  the face 
of indifference and insult by the Sukarno government, was 
a consequence of the felt need to  maintain acces s  t o  that 
government amid a troubled and precarious internal situa- 
tion. The acces s  was maintained, but the eagerness  t o  
maintain it evidenced by continuing aid perhaps destroyed 
i t s  value. It i s  l e s s  important t o  have ready acces s  to  
another government than to  be heard with respect,  and a 
Great Power too eager  and concerned i s  easi ly  taken to  be 
frightened and held in contempt. 

The fashion in  which the action in  providing aid and 
the aid come together,  e i ther  in mutual support o r  the one 
undermining the other ,  i s  most  important.  There i s  no 
formula for this. Indeed, i t  i s  difficult, save with the wis- 
dom of hindsight, to  distinguish between a situation such a s  
that in I raq  and that in  South Vietnam. Nuri and Diem were 
s imi la r  men--both tough, able,  and none-too-popular politi- 
cians in  a difficult situation where the re  were no better a l -  
ternatives.  After the fact, it would seem to have been wise 
i f  the United States had not undertaken to t r y  to support 
Nuri. But before the fact, it would have been easy  to  have 
judged that i t  was wise to  support him, a s  a man who would 
succeed, and unwise to  support Diem, a s  a man who would 
fail  where no one could succeed. Here,  a s  elsewhere in 



foreign policy, shrewd a s se s smen t  of men and situations,  
a s  well a s  just plain luck, count fo r  much. 

It i s  often said that in i ts  emergency aid to such c r i -  
s i s  spots a s  Bolivia, I ran,  and South Vietnam, the United 
States bought t ime and failed t o  put i t  t o  good use. The re  i s  
some t ruth and some misleading simplification here .  

The United States,  of course ,  did not se t  out t o  buy 
t ime but t o  surmount a c r i s i s  judged r ea l  and threatening, 
and with l i t t le reason for confidence that i t  would indeed be 
surmounted. Fu r the rmore ,  in  such countries,  c r i s e s  have 
a way of beginning, o r  flaring up anew, in  a c lear  enough 
fashion but of never  real ly  coming t o  a n  end. There  i s  no 
alternation between c r i s i s  and stability. There  a r e  moments  
when the worst  s eems  about t o  happen, and t imes  when i t  has  
recently been avoided and  the elements of new c r i s i s  can be 
seen. These periods of relative quiet in  which new c r i s i s  
s eems  to  be building a r e  never the right moment to  cut off 
emergency aid o r  t o  p re s s  for major  changes which might, 
on the fa r  horizon, s t r ike  a t  the causes  of continuing c r i s i s .  

In re t rospect ,  i t  i s  e a sy  t o  conclude that in a number 
of ca se s  the United States exaggerated how ser iously a c r i s i s  
affected i t s  interests .  But these retrospective judgments 
a r e  too facile. Only in c r i s e s  which were not surmounted 
i s  i t  demonstrably c lear  how ser iously they affected the in- 
t e r e s t s  of the United States.  And such retrospect ive judg- 
ment about a past c r i s i s  in, say,  Bolivia, offers l i t t le 
guidance t o  the next c r i s i s  in, say, the Dominican Republic. 

It s eems  m o r e  useful t o  note that the past inclination 
to  t r e a t  emergency aid of various kinds a s  a peculiarly t em-  
porary  endeavor has  hardly been borne out by experience. 
Indeed, the existence of a r ea l  c r i s i s  and the intensity of 
the difficulties which bring it into being and call  for  e m e r -  
gency aid point toward a problem likely to  be enduring. To 
hope to  find ear ly  opportunity here  t o  achieve sweeping 
changes, to stimulate long-term economic development, o r  
t o  bring emergency a id  t o  a n  end, s eems  illusory. If the 
United States i s  not t o  leave such countries t o  cope with 
the i r  own c r i s e s ,  and focus i t s  ser ious a id  efforts e lsewhere,  
some g rea t e r  effort a t  long-term c r i s i s  "planning" o r  man-  
agement seems required, and it i s  a g rea t  deal  more  diffi- 
cult than planning for long-term economic development. 
Per iods  of relative quiet perhaps should be used to  t r y  to  
secure  quite modest changes, in the expectation that there  



a r e  more c r i s e s  and more  periods of relative quiet to  come 
for a period of years  ahead. Here  the relevant question 
would seem to be what can be done to  improve the situation 
somewhat over a span of years ,  ra ther  than what can be 
done to  t ransform it in a brief period of t ime.  

The alignment of underdeveloped countries in the 
Cold War has been of much concern to  the United States for 
two main reasons. One has been the need, felt strongly at  
t imes  in the past,  for general  ideological support f rom a s  
many countries a s  possible. This  has  faded a s  the United 
States has gained grea te r  experience and confidence in  the 
Cold War ,  and with the recent detente with the Soviet Union. 
Many underdeveloped countries vociferously rejected the 
idea that a id might be seen a s  a quid -quo for such ideo- - - 
logical support. The efforts t o  p r e s s  aid into service here  
probably can be summed up a s  unnecessary and il l-suited 
indeed to this  rea lm of ideas and emotions. 

The second reason has been the need for cooperation, 
and the give and take which produces i t ,  on a wide variety 
of i s sues  and problems,  notably i n  the United Nations. This 
has  not faded but grown a s  more underdeveloped countries 
have en tered  the United Nations and the necessary  major i -  
t i e s  there  increasingly have depended on the i r  votes. The 
idea that no quid pro  quo should be asked in return for a id  - 
has governed here  a s  well, although pract ice has diverged 
f rom it  on occasion. But here  the idea has a different 
character--not that ideological support i s  too g ros s  a r e -  
tu rn  f o r  aid,  but any re turn ,  even support on a n  issue in  
which the underdeveloped country may have li t t le interest ,  
i s  inappropriate. It seems likely that one of the major  
questions for the future i s  whether aid should not be in- 
cluded within the broad process  of give and take on concrete 
i ssues  which produce s cooperation among mature,  indepen- 
dent, and equal nations. 

One character is t ic  of efforts to promote economic 
development i s  that it has  been, i s  now, and i s  likely to  be 
for some years  to  come, too soon to te l l  whether o r  not 
they will prove a success.  Taiwan and I s r a e l  a r e  perhaps 
the exceptions. I s r ae l  was an underdeveloped land on 
which a highly educated and skilled, largely European people 
were se t  down, and which received an  enormous influx of 
aid f rom the United States and other sources.  Taiwan has  
had an exceptional concentration of educated and skilled 



Chinese and a heavy concentration of United States  a id ,  
l a rge ly  a s  "defense support" in the e a r l y  years .  A s  
exceptions, they tend t o  show that i f  the United States 
could t r ans fo rm the population, ski l ls ,  and att i tudes of 
underdeveloped countries and give them a heavy influx 
of a id ,  development probably would go forward much 

. m o r e  rapidly. But t o  t r ans fo rm the population apparently 
i s  t o  take a generation o r  more .  

In  the meant ime,  the United States without much 
doubt i s  going t o  be faced with immediate problems a n d  
c r i s e s  a s  usual,  among them, it s e e m s  c l e a r ,  the re -  
lationship between Taiwan and Communist China, and 
the relationship between I s r ae l ,  pe rhaps  with nuclear 
weapons, and  the A r a b  s ta tes .  It i s ,  t o  s ay  the leas t ,  
f a r  too soon t o  t e l l  what economic development, if 
successful  i n  a number of places ,  is going t o  mean for  
the United States .  If some pa r t  of the  hopes placed on 
it a r e  real ized,  i t  will have been very  worthwhile. But 
what it will mean  i n  t ime  i s  going t o  depend i n  very  l a r g e  
pa r t  on how the United States  copes with the  flow of m o r e  
immediate problems and c r i s e s  that shape the course  of 
events leading into the  future.  
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a n d  obligated in  f i s ca l  1958, a f t e r  "development a s s i s t ance"  os tens ib ly  
had  been  r ep l aced  by DLF.  
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$400 mi l l ion  appropr ia t ion ,  i n  p a r t  because  it  was  h a r d  t o  a r g u e  tha t  the  
D L F  needed  a l l  t he  new funds sought, i n  p a r t  because  t h i s  w a s  not con- 
s i d e r e d  c r i s i s  aid.  

13. Tha t  i s ,  commodi t ies  such  a s  food, gasol ine,  t ex t i l e s  f o r  d i r ec t  
u s e  by the a r m e d  fo r ce s .  "Direct  f o r c e s  support"  had  much  t he  s a m e  
effect  a s  "defense support"  but was  e a s i e r  t o  justify a s  a f o r m  of m i l i t a r y  
a s s i s t ance .  "Direc t  f o r c e s  support"  gasol ine mean t  tha t  the Tu rk i sh  
a r m e d  f o r c e s  need not pu rchase  t h i s  gasol ine on  the  m a r k e t ,  t o  r educe  
suppl ies  t he r e .  "Defense support"  gasol ine i n c r e a s e d  suppl ies  on  the  
m a r k e t  and  pe rmi t t ed  the  a r m e d  f o r c e s  t o  pu rchase  t he r e .  

14. P a r t  i n  i n c r e a s e d  "defense support ,  p a r t  th rough DLF ,  and  p a r t  
by t he  Expor t - Impor t  Bank. 

15. Which mean t  tha t  the  United S t a t e s  p r e sumab ly  was  t o  pay  a l l  of 



the cost of these Pathet Lao soldiers a s  par t  of i t s  support fo r  the 
Laotian army.  

16. Eisenhower made quite c lear  in his proposal  to  the Arabs  that he 
was not suggesting a ma jo r  contribution f rom the United States but that 
oil-r ich Arab  states be the ma jo r  contributors. The idea of such a n  
Arab  institution in which r ich  s ta tes  would make funds available t o  the 
poor was anything but new in  the A r a b  world, and had been persistently 
defeated by the disinclination of the r ich  but weak s ta tes  t o  put their  
wealth under the control of the i r  poor but strong fellows. 

Although some Latin American s ta tes ,  notably Venezuela, had oil 
revenues,  none had any marked surplus of wealth, sure ly  not.that which 
marked Kuwait, Bahrein, and Saudi Arabia. 

17. The $1 billion consisted of $850 million in  "ordinary" capital of 
which $400 million was t o  be paid in  and $450 million "callable" or  a s  
guarantee backing. A $150 million Fund for Special Operations, loans 
when prospects for repayment were  not good, made up the balance. 

The United States contributed $100 million t o  the Fund fo r  Special 
Operations. I ts  affirmative vote was required for any loan here .  I ts  
contribution t o  the $850 million "ordinary" capital was $150 million 
paid in and $250 million "callable. " 

18. The "package1' consisted of $125 million f rom the Export-Import 
Bank, $50 million f rom the Department of the Treasu ry ,  $54 million 
f rom private U. S. banks, $25 million f rom DLF and $75 million f rom 
the  International Monetary Fund. This DLF loan was the larges t  to  a 
Latin American country during this period. 

19. It was successful  he re  for  the f i rs t  t ime. The Congress authorized 
mi l i tary  ass is tance  for f i sca l  1960 and "such sums a s  may be necessary1'  
i n  f iscal  y e a r s  1961 and 1962, which meant that the Administrat ion in 
these  l a t e r  years  had t o  re turn  for  appropriations but.not for  authorizing 
legislation. The successful tac t ic  was t o  have the long-term authori-  
zation recommended by a committee of prominent ci t izens,  the Draper  
Committee or  Pres ident ' s  Committee to  Study the Mili tary Assistance 
P rogram,  ra ther  than by the Administration itself. 

20. See the exchange of l e t t e r s  in: Council on Foreign Relations, 
Documents on American Foreign Relations, 1957-1959, (Harper ,  
1960), pp. 134ff. 

21. When OEEC became the Organization for  Economic Cooperation 
and Development, the Development Assistance Group became the 
Development Assistance Committee of the  OECD. 

FOOTNOTES, CHAPTER V 

1. U.S. Pres ident ,  Foreign Aid, message,  .March 22, 1961. 



2. Under S e c r e t a r y  of State Douglas Dillon a t  Bogota, Sept. 6, 1960, 
U.S. Department  of State Bulletin, Oct. 3, 1960, pp. 533ff. Of the  
$500 mil l ion,  $394 mil l ion was  t o  be admin i s t e r ed  by the new In t e r -  
A m e r i c a n  Development Bank, which thus  was  given a new function a t  
the  momen t  i t  opened i t s  doo r s  for  business.  ICA admin i s t e r ed  another  
$100 mil l ion and  $6 mil l ion was ass igned  t o  the Economic and  Social  
Council of the Organizat ion of A m e r i c a n  Sta tes .  

3. A f igure  of $20 billion ove r  the decade  was offered by Douglas 
Dillon, who l e d  the A m e r i c a n  delegation,  a s  potential  r e s o u r c e s  f rom 
ab road ,  not jus t  f r o m  the United States.  

4. These  to ta l s  include $100 mil l ion for  Chilean rel ief  and  r econs t ruc -  
tion. L e s t  i t  s e e m  unfair  t o  include th is  a s  poli t ical  emergency  a id ,  i t  
should be noted that  the Chilean earthquake came  i n  1960. T h e r e  was  
then  a humani ta r ian  emergency  need for  commodi t ies  and  medic ines  of 
the  r ight  s o r t s ,  not for do l la rs .  It  was  m e t  then  a s  be s t  t he  United 
S ta tes  could. The use of c a s h  t r a n s f e r  i n  f i s ca l  1962 (Ju ly  1961-June 
1962) was  chosen f o r  poli t ical  suppor t  r ea sons ;  not for  those  of e m e r -  
gency rel ief .  

5. U.S. P re s iden t ,  Budget of the United S t a t e s  Government  F i s c a l  Year  
1962: Budget Message  and  s u m m a r y  budget s t a t emen t s  (1961). - 
6. Cash  Transfers - -Net  Commitments  i n  mi l l ions  by f i s ca l  y e a r s  

Source:  AID, Management Repor t ,  Spec ia l  I s sue ,  Data a s  of June  30, 
1962, p .  6. 

7. Max F. Millikan and W . W .  Rostow, A Proposa l :  Key t o  a n  
Effective Fo re ign  Po l i cy  (Ha rpe r ,  1957); W.W.  Rostow, The - Stages  
of Economic Growth (Cambr idge  Universi ty P r e s s ,  1960). 

8. The Cuban m i s s i l e  c r i s i s  of 1962, it  should be r e m e m b e r e d ,  was  
a mi l i t a ry  c r i s i s  between the  United S ta tes  and t he  Soviet Union, not 
one ove r  Cas t ro ' s  influence in  Lat in  Amer i ca .  
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1.  U.S. Department  of State Bulletin, J an .  23, 1950, pp. 116-17. 




