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FOREWORD

That foreign aid is an "instrument of foreign policy"
has now become part of the conventional wisdom, at least
in the so=-called donor countries. In the principal donor
country, however, relatively little effort has yet been made
to analyze the relationship between foreign aid and foreign
policy. How did the world look to American policy-makers
during the closing days of World War II and at different
times thereafter? Which foreign policy objectives was aid
intended to help realize ? How was it pressed into service
to further these objectives? What new foreign policy prob-
lems did it in turn produce?

This Staff Paper attempts to re-create and make in-
telligible to the reader the broad foreign policy context
within which American aid to less developed countries has
evolved. It traces that evolution more or less chronologi-
cally, as foreign aid has gradually become an integral as-
pect of United States relations with the countries of Asia,
Africa, and Latin America. It was designed as a prelude
to a more detailed analysis of how well foreign aid programs
have served such specific objectives as promoting economic
growth in low-income countries, improving their capacity
to resist aggression, and strengthening their ties with the
free world., The study nevertheless stands on its own feet.
Making it available at this time and in this form should be
of assistance in the reappraisal of foreign aid that is cur=-
rently taking place.

The present study is one of a continuing series of
Brookings investigations in the field of foreign aid. The
Institution's interest in this field antedates the Marshall
Plan, and its published research includes a number of
studies analyzing foreign aid and related economic develop-
ment problems. Among them are: American Foreign
Assistance by William Adams Brown, Jr. and Redvers
Opie (1953), The United Nations and Promotion of the




General Welfare by Robert E, Asher, Walter M. Kotschnig
and others (1957), Grants, Loans, and Local Currencies:
Their Role in Foreign Aid by Robert E. Asher (1961),
Development of the Emerging Countries: An Agenda for
Research, Robert E. Asher and others (1962), Quiet
Crisis in India: Economic Development and American
Policy by John P. Lewis (1962), and Brazil's Developing
Northeast: A Study of Regional Planning and Foreign Aid
by Stefan H. Robock (1963). Other studies are in process,

Andrew F. Westwood, the author of the present
study, was a Research Associate in the Division of Foreign
Policy Studies at the Brookings Institution during the years
1962~65. Before that, he was in the Foreign Affairs Divi-
sion of the Legislative Reference Service, Library of Cong-
ress. He is now associated with the Georgetown Research
Project of the Atlantic Research Corporation.

Both Mr. Westwood and the Institution are 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, FitzGerald and Karl Mathiasen III of the
Brookings Institution. The study was prepared under the
general supervision of H. Field Haviland, Director of
Foreign Policy Studies at Brookings, and Robert E. Asher,
whose responsibilities include foreign aid studies.

The study was financed by a grant from the Ford
Foundation.

The views expressed in this Staff Paper and the
interpretations made are of course those of the author.
They do not necessarily represent the opinions of those
who were consulted during its preparation, Neither should -
they be construed as reflecting the views of the trustees,
the officers, or the other staff members of the Brookings
Institution, or of the Ford Foundation.
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April 1966 President
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INTRODUCTION

The United States has tried to do many different
things with aid in many underdeveloped countries, and the
result has been an uncertain, confusing, and controver-
sial enterprise. This short study seeks to put the Ameri-
can experience in perspective, as a useful if incomplete
guide to what the United States may hope to accomplish
with aid in the years to come.

No argument for or against foreign aid will be
elaborated here. The writer's broad judgment is that the
United States would now find itself far worse off had it
not launched on aid to underdeveloped countries. To that
extent, aid has been a success. It also seems most likely
that aid will continue. Seen only as the transfer of re-
sources between a wealthy, powerful country and those
less favored, ‘‘foreign aid®’ is as old as the relations be-
tween states. Its forms and purposes in the modern world
are new, of course, and, for Americans, aid is one of the
novel aspects of their involvement in the world as a Great
Power. So long as that involvement continues, American
aid is likely to continue,.

The reasons for which aid should be given, to whom
it should be given, and in what kind and magnitude are in-
deed the central questions. They can be answered only
within the broad terms of foreign policy; and this sketch
of the American experience is quite as much about foreign
policy, what the United States has tried to do and why, as
it is about aid, economic, military, and technical assistance.

Wise foreign policy depends first of all on what is
necessary, for a nation must promote and defend its vital
interests before it does anything else. Aspirations,
dreams, and visions of the desirable nonetheless are im-
portant, for power to alter the world and the course of
events flows not alone from military divisions and wealth
but is also 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 its energies and attention on things
that do not lie within the realm of the possible is too like-
ly to find that it has both neglected to do what was neces-
sary and failed to secure its desires.

To balance the necessary, the desirable, and the
possible is a difficult art. 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 desire
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, dollars 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 also was essentially simple. Few such
attractive opportunities have been open elsewhere.

The United States has held underdeveloped countries
to be less 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 as containment has called
for the United States to defend any and all countries against
Communist threat, less because of the value put on a par-
ticular country than because the loss of any was thought to
pose grave peril to all, hence to the United States. On this
basis, the United States from time to time has acted almost
as though a threat to an underdeveloped country were as
grave a matter as 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-
tries special importance in American eyes, the nature and
immediacy of the threat here has been open to much ques-
tion. Overt military attack on South Korea in 1950 took the
United States by surprise, but most underdeveloped
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countries are not exposed by geography to such attack.
Varieties of subversion and ‘‘indirect aggression'’ have
seemed the greater problem. But all countries at all times
are exposed to such threats in one degree or another, and
the crucial question is not whether such a threat exists but
whether it is serious and urgent in the particular case. On
the whole, this has been a complex matter of judgment in
which ascertainable facts--the numerical size of a Com-
munist party--have counted for less than subjective im-
pressions, as about the intensity and focus of popular dis-
content. Responsible, well-informed men have held quite
different views here, and in consequence drawn different
conclusions about whether a particular underdeveloped
country was of great and urgent concern to the United States,
Thus, Castro's real or seeming threat to Latin America
after 1959 made that area of the world suddenly seem much
more important than it had during the decade prior.

Americans have found it difficult, in this situation, to
settle and agree on what their nation must do in under-
developed countries. American visions of the desirable,
however, have tended to soar. It is in underdeveloped
countries, rather than in Europe, that some Americans
have seen the opportunity to do great things, to alter the
world in great ways.

Economic development first attracted Americans for
humanitarian reasons, for its presumed contribution to the
prospects of peace in some indefinite future, and because it
seemed to offer a course of ‘*positive’’ action for the United
States outside the unpleasant ‘‘negative’’ actions of Cold
War. Over the years, as the Cold War endured and became
more focused on underdeveloped countries, economic
development was seen more and more as a necessary
undertaking, until it has come to be a vision of the desir-
able also held to be necessary. As economic development
has become a more serious objective, more attention and
aid resources have been given to it, and a host of questions--
notably where and how it should be sought--have required
more serious answer.

Furthermore, the long span of years clearly required
for the success of economic development in most countries
has made it an awkward foreign policy objective for the
United States. The Marshall Plan was scheduled for four



years and was a success in less time. Twenty-five to forty
or more years, as the estimates for economic development
run, is a much greater span of the future than foreign policy
ordinarily attempts to cope with in any concrete way. It is
simply too hypothetical. This might be no great problem if
economic development were the only objective of the United
States, but the Cold War has posed many immediate problems
and crises to be hurdled somehow lest the course of events
change sharply and, in changing, change the shape of the
more distant future.

In many instances, the United States has had to make
some choice between what seemed an immediate necessity
and what seemed necessary as present action on long-term
economic development. Precarious governments faced with
internal Communist threats have been unable or unwilling to
take the difficult steps necessary if development were to pro-
ceed. To support the existing government against threat has
seemed necessary, although this usually has meant to con-
tinue its inability or unwillingness to act on development. To
press for major changes has seemed necessary to develop-
ment, although this has entailed risk that one early and most
important change might be a government dominated by Com-
munists. Such choices are always difficult, and, when present,
risk must be accepted for future gain, the less hypothetical
the future and its gain the better.

A high degree of uncertainty about what it was possible
for the United States to achieve has made such choices no
easier. There have been sound reasons to doubt that the
United States could promote a successful process of economic
development, and sound reasons to doubt that it could secure
many of its more immediate objectives--political stability,
military defense capacity, favorable international alignment,

Aid has offered only to supply the extra margin, mis-
sing component, or additional inducement needed for success.
In the Marshall Plan, dollars and confidence were the missing
components. Others necessary to rapid recovery--human
skills and attitudes, governmental machinery--were present
in Europe. The more characteristic situation in underdevel-
oped countries has been the absence of a whole range of the
elements necessary for success. Where only financial dif-
ficulties made a government precarious, aid could well meet
these difficulties. But the problem rarely has been that
simple.



To a considerable degree, aid to underdeveloped coun-
tries has been provided by the United States less out of con-
fidence that it would succeed, the case in the Marshall Plan,
than out of conviction that the United States had to act some-
how to meet proliferating Cold War crises and to prepare
for the more distant future. Aid often has been provided
when no other course of action seemed acceptable or avail-
able to the United States. Aid for economic development
often has been provided because it seemed clear that devel-
opment would not succeed without aid, whatever the chances
for success with aid. The experience with aid to under-
developed coduntries perhaps above all has been a process of
trying, and of trial and error.

The conduct of foreign aid, at first glance, is a seem-
ingly simple matter. Brief notice here of some of the pecu-
liarities and complexities may save the reader unnecessary
confusion,

Aid, as a form of additional resources, permits the re-
cipient to shift its own resources to other uses. Aid for eco- .
nomic development can free the foreign exchange another
country needs for the purchase of military equipment abroad
or, conversely, military assistance can free foreign exchange
for development needs. A recipient also may shift its internal
resources. It may decide that, since the United States is
willing to provide resources for economic development, it
will put more of its own into such things as higher pay for the
military or the civil service in the effort to gain political sup-
port. Or it may make less effort to collect taxes or to im-
pose new taxes.

There is relatively little the United States can do to
control this process of substitution, save by withholding its
aid to foreclose the opportunity for substitution. In some
countries, this substitution has been no great problem be-
cause of agreement with the United States on priority needs.
But it has been a problem in many cases. That the United
States supplied military assistance to only one of two rival
countries, such as India and Pakistan while providing econo-
mic assistance to both, does not mean that it helped only one
to arm.

Official labels on aid have been changed repeatedly and
are confusing. For one example, much of the aid given for
economic development in the 1950’s bore the label ‘*defense
support.’’ Aid statistics are drawn together to answer legal
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questions often quite different from the layman's question--
how much aid did the United States provide? They are often
confusing for that reason. Data is given in this study to indi-
cate orders of magnitude, and an effort is made to use com-
mon English terms rather than official labels where they
might be confusing. This is done for simplicity, but the
reader should be warned that a probe further into the data
often will disclose a more complex situation and that the
effort to apply the common term *'budget support,’’ for ex-
ample, somewhat understates the complexities that arise
when a ‘'development loan'' is used for that purpose.

Some forms of aid can be provided very quickly. The
United States government can write a check to provide dol-
lars. Others require relatively enormous amounts of time
and administrative effort, as when a development project
has to be engineered and planned, bids sought on the neces-
sary machinery, the machinery produced and shipped, a pro-
cess most difficult to complete in under a year. A decision
to provide aid often, but not always, comes far in advance of
the consequent delivery of aid. The political impact of an
offer to provide aid thus may be made a year or so before
any aid is unloaded at the docks, and the political situation
in which the offer was made may have changed sharply by the
time the aid is delivered.

Most major decisions on aid have marked the outcome
of a struggle within the United States government between
men of divergent views, and aid occasionally has been sup-
ported by different men for quite opposing reasons. Official
statements about why a decision was made have to be taken
with some reservation, not because they are intended to mis-
lead but because they reflect these compromises. It is use-
ful, indeed indispenséble, in a study of this sort to speak of
what the United States, the Administration or the Congress
sought to do, but this is an effort to portray what appears in
retrospect to have been the dominant reason, not to indicate
a unity of mind or purpose that rarely has existed.

As the first part of a larger study, these historical
chapters are as much an essay about an experience as a his-
tory, and surely not an encyclopedic history of aid. They
seek to touch on many things, from the implications of
American nuclear posture to the reorganizations of the aid
agency. They deal with some at length and leave many
others untouched. Some countries, notably Iran, are
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frequently mentioned, not because they were of special
import, but because the author is more familiar with
them and can draw illustrations from them more con-
fidently.

The purpose of the retrospective look is to set the
stage for a more analytical consideration of present and
future problems of aid and policy toward underdeveloped
countries. The conclusions offered here are tentative,
and point more toward questions for the present and future
than toward some overall judgment about whether the past
has been a '"success'' or a '"failure,"



I. PRELUDE TO AID TO UNDERDEVELOPED COUNTRIES

With victory in 1945, Americans meant to ensure a just
and lasting peace. The ‘‘permanent peace'’ won in 1918 all
too clearly had sown the seeds of greater conflict, but Ameri-
cans saw their own withdrawal into isolation to have been a
crucial mistake. Surely, most Americans thought, the un-
precedented scope and suffering of war at long last had
brought men to their senses--to clear recognition of their
common and fundamental interest in peace. Now that men
and nations saw that they must work together, a lasting peace
was possible. The task ahead for the United States and others
was to forge and perfect the mechanism s--the international
institutions--through which the new will to cooperate could
be transformed into actual, effective cooperation on concrete
problems,

Underdeveloped countries were not a central concern,
but it was thought essential, if the indivisible peace were to
be kept, that their outstanding problems be met. Plans for
the peace had been laid with some care, and they contained,
as a subordinate aspect, a position of sorts on how these
problems of underdeveloped countries were to be met. As
the Cold War emerged, this position became ever less ten-
able, but not until just before the Korean War did the United
States begin to act on a quite different basis in the under-
developed world.

So far as Americans had inquired into the matter and
could judge, the outstanding problems of underdeveloped
countries were an acute need for improved standards of liv-
ing for the '‘common man'’ and satisfaction of his just de-
mand to exercise the right to national self-determination.

It seemed in no way feasible for the United States alone to
try to meet these problems, and the peace ahead seemed to
hold little need for the United States to attempt to do so.

Economic progress for all, expected to be a pillar of
the peace, was to flow from the more or less autonomous
operation of the international economy, once it was restored
to order and freed of the improper restraints and impediments
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of the past. An International Bank, an International Mone-
tary Fund,and an International Trade Organization were to
be mechanisms of cooperation toward this end, and coopera-
tion here in time would bring improved standards of living
to underdeveloped countries. National self~determination
was known to arouse strong emotions, but since the right
was considered settled, when and how it was to be exercised
seemed open to amicable resolution among reasonable men.
Coloay and metropole would have a strong common interest
in continuing economic cooperation, and economic progress
would help to muffle the appeals of political extremists and
to bring reasonable men to power. So far as necessary, the
United Nations would bring contending parties together, set
limits to their dispute by checking resort to force, and bring
‘*world opinion'' to bear.

Americans could assert and believe that their central
effort to forge and perfect the mechanisms of cooperation for
the peace also was the most effective course of action for
the particular problems of underdeveloped countries. A
special United States program, such as aid, to promote eco-
nomic progress in underdeveloped countries (or in Europe
for that matter) seemed impracticable, unnecessary, and
possibly disruptive.of the international economy as well. For
the United States to support one side or the other in colonial
quarrels seemed more likely to undermine the authority of
the fledgling United Nations than to bring about the desired
settlements.

In the past, Europe had played the major role in most
of Asia, Africa, and the Middle East, and the United States
expected Europe now to take the primary responsibility there.
The United Nations was to have an overarching responsibility
in which the United States, as a major member, would share.
The United States had special responsibility in the Philip-
pines, in China, in South Korea, and other occupied areas.
But this was to be temporary--a responsibility for the suc-
cess of the Philippine transition to independence, for South
Korea until postwar settlements brought occupation to an
end, for China until the continuing battle there could be
brought to a close. The United States also had a special
and continuing relationship with Latin America, but this was
thought to impose only a limited responsibility for the prob-
lems and future of Latin America.

Thus, while the United States undertook major new
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responsibilities for the peace, it looked forward to even
less 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 it would no longer
be responsible for the Philippines, no longer need to try to
maintain an "open door' to China, no longer need to pursue
the Monroe Doctrine in Latin America, and was not to take
over responsibilities from Europeans in other areas. 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 across the hope for peace, and the intensity
of economic disruption and distress in the postwar world
much exceeded expectation. Most Americans were loathe
to contemplate the possibility that their wartime hopes
were to 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 its terrible
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," firmly and immediately, by the
unity of all against the transgressor and, properly ''nipped, "
was to die back, not sprout anew. Thus, whether Americans
saw Soviet conduct as defensive or as aggressive they could
remain in agreement that peace remained possible and that
the United States must not risk the chance for it through
doubt, distrust, or hesitation in its leadership. There was
no clear 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 as a serious
threat to the security of their own nation. This was startling,
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 serious threat. Yet
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Soviet intent to remain in Eastern Europe had become clear
while events in Western Europe raised the spectre of Soviet
domination of all Europe against the United-States.

The imperative was to act in good time to forestall
this eventuality, but probable opposition at home threatened
to thwart any effort to act. The Truman Administration,
with little mandate from 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 British notice in early 1947 that Great Britain
no longer could carry the burden of responsibility for
embattled Greece and threatened Turkey, the United States
had to decide whether to substitute American for British
aid and support, and quickly, or to acquiesce in impending
disaster, at least in Greece. The Truman Administration
made the choice without hesitation and, having decided on
a course for immediate action, had to try to carry the
Congress and the public with it as best it could. 1/
President Truman made his public case for aid to Greece
and Turkey in broad terms of the responsibilities which
unpleasant reality thrust on the United States in the world
at large. It would be difficult to exaggerate the historic
importance of this case, promptly labelled the Truman
Doctrine, for perhaps on no other terms could Americans
have drawn themselves together as a nation to begin to
act in the Cold War, But it is more to the point here to
note its 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 as an
unpleasant, presumably temporary tactic in the pursuit of
peace, to be adopted only where the threat arose in forms
which could not be met through the mechanisms of inter-
national cooperation. Elsewhere, the President seemed to
assert, the United States could and would continue with new
vigor its pursuit of peace through cooperation. The call to
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 for peace, could choose
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to hear the President’s emphasis on their vision of peace
and, with him, renew their efforts to secure it. They could
acquiesce in, rather than oppose, the limited, temporary
Cold War measures of aid to Greece and Turkey. The
potential coalition of opposition never fully came into being,
while the public acquiescence and support essential to ac-
tion in the Cold War became dependent on the idea that the
United States could and would pursue its plans for peace
through cooperation amid Cold War.

In the Truman Doctrine, the President absolved the
Russian people of any ambition other than for peace, which
by implication placed the blame on the few men in the Krem-
lin, perhaps on Stalin alone. This implied *‘devil theory"’
was familiar to Americans, readily grasped by them, and
made the idea that the Cold War was a limited and temporary
tactic credible. The near-universal desire for peace would
not be defeated by a few evil men, and the peace could be
pursued pending their removal or departure. Rather differ-
ent views, however, were influential among many of the
officials responsible for United States foreign policy.

One held Soviet conduct to be a continuation of the his-
toric expansive thrust of the powerful Russian nation now
under a Communist regime. Another, found most clearly in
George Kennan's formulation of containment, put more stress
on the expansive thrust as a consequence of the dynamics of
a totalitarian, Communist society. While these two views led
to somewhat different policy prescriptions, both held the
threat to be much more enduring, deeply rooted, and encom-
passing than implied in the Truman Doctrine. Neither held
out much hope for effective action on peace through coopera-
tion until a position of strength had been fully secured, per-
haps until the Cold War had been won in some vague future.

With Europe and China of urgent Cold War concern,
the underdeveloped countries were the concrete geographic
area in which the United States presumably could and would
pursue peace through cooperation with new vigor. Whatever
the President may have meant by his assertion in the Truman
Doctrine that the United States must ‘‘assist free peoples
everywhere to work out their own destinies in their own way,’
many Americans, particularly those most unhappy with the
‘*negative’ character of the Cold War, took this to mean
some new ‘‘positive’’ role for the United States in under-
developed countries where it need not respond to Cold War

L3
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threat. Such a role had not been thought feasible or neces-
sary before the Cold War began, and policy officials ab-
sorbed in efforts to mobilize support for the Marshall Plan,
to begin plans for NATO and for military assistance to
Europe, and to prepare Americans for impending failure

in China found it less rather than more feasible, and hard-
ly urgent. But this interpretation of the Truman Doctrine
could not be denied explicitly without peril to the precarious
structure of public support essential to further action in the
Cold War.

The Search For a New Approach

The need for some new approach to the problems posed
by underdeveloped countries was nonetheless clear. If the
focus of Cold War concern was Europe, American officials
were worried about Communist challenges in underdeveloped
countries as well--notably in China, but in the Philippines,
Indochina, Iran, and other places. Neither the weakness of
European metropoles nor the strength of resistance to their
return to former colonies from which they had been ousted
by Japan had been fully anticipated. In general, the strife in
underdeveloped areas--in the Philippines, Indonesia, Indo-
china, the partition of India, between Arabs and Jews--com-
pelled attention. But what the United States could do here,
and hence what it wisely should undertake to do, were far
from clear.

The British decision to give early independence to India,
Pakistan, Burma, and Ceylon pleased Americans and, seem-
ingly, relieved them of any major problem here as well. France
decided to do otherwise. A weak government may lose an
empire, but to relingquish one requires strong government,
which Great Britain had and France did not, With French
pride and morale battered by defeat in World War II, the
French government had little chance to weather the domestic
political consequences of a decision to give up a major part
of the French empire.

It was now a prime American concern to strengthen and
support Western Europe, France in particular, in the Cold
War. The Marshall Plan offered to do this through rapid
economic recovery. _2_/ The battle in Indochina was a drain
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on French resources, which impeded recovery, and the
Marshall Plan inescapably helped ¥France to find the re-
sources it needed to continue in Indochina, To deny France
the aid it needed for recovery and to continue in Indochina
would weaken France, perhaps topple its Cabinet of the
moment, not provide France with a government strong and
secure enough to relinquish Indochina. The priority was to
strengthen France in the Cold War, and American officials
hoped that France soon would find some way to bring the
struggle in Indochina to a conclusion,

Aid to the Netherlands was suspended, briefly and
tentatively, when it failed to comply with the United Nations
recommendation on Indonesia or the Netherlands East Indies.
France, with a veto in the Security 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 to take its stand on the principle of national
self~determination and then, in support of the United Nations,
to invoke the sanction readily available to it against the
Netherlands. Aid was soon resumed with little damage to
the pace of Dutch recovery. It was, nonetheless, a most
difficult episode in the relations between the Netherlands
and the United States, and one that surely would have proven
much worse had the Netherlands suffered from internal dis-
abilities akin to those of France, or had the aid been sus-
pended long enough so that the United States was forced to
make a serious choice between its interest in European re-
covery and its support of the United Nations,

The United States had no similar way in which to try
to influence Asian leaders and people toward a more moderate
course. It could not withhold aid it was not providing and,
as it was not prepared to undertake some sort of Marshall
Plan for Asia, could not hold out prospects of massive aid
as an inducement. The United States would have liked to
induce both sides in these quarrels to find early and ad-
vantageous compromise, but it was most difficult to do so
in Europe, and Asian leaders felt that the first step was
not for them to compromise, but for the United States to
withhold its aid from Europe.

Economic improvement in underdeveloped countries
seemed a less pressing and urgent problem, The immediate
task, if there was to be hope for general economic progress,
was to see to the recovery of industrial Europe. And in the
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years immediately following the war, the underdeveloped
countries, if poor, seemed in less acute need than they would
in later years.

War had not brought dramatic devastation to these
countries, China excepted. On the contrary, in many respects
they seemed better off than before the war. Demand for
their exports had been high and remained so. Great Britain
had financed the war in a fashion that left former debtors now
its creditors, and half of its external liabilities in 1945 were
held in India, Burma, and the Middle East. Latin American
countries had accumulated sizable foreign exchange reserves.
The problem was not that underdeveloped countries were un-
able to pay for the manufactures of Europe, but that Europe
could not supply enough manufactured goods to satisfy old
liabilities and pay for essential food and raw material im-
ports. Furthermore, the new International Bank for Recon-
struction and Development soon found the needs of Europe
far beyond its resources and, with the Marshall Plan, left
European recovery to the United States. It now had funds
available for economic development.

Accumulated reserves in the underdeveloped countries
were soon expended, in no small part to satisfy pent-up de-
mands for imported consumer goods that had been scarce
during the war. The World Bank found few clients among
underdeveloped countries that met its stringent criteria:
sound development projects with excellent prospects of re-
payment. In the original conception, the Bank was to operate
largely by guarantees of loans made by others, thus to help
restore the element of confidence in international lending.
But since it found litile prospect of loans it might guarantee,
the Bank turned to raise capital through the sale of its own
securities, largely on the American market. This was both
a source of delay--the Bank was not ready to lend until 1947 --
and meant that it had to establish its own standing as a sound,
‘**hard-headed’’ banking institution if it were to secure funds.
Loans to underdeveloped countries on less than stringent
criteria threatened to impair the Bank’s access to further
funds.

The dissipation of accumulated reserves coupled with
failure to meet the World Bank’'s loan criteria meant that
many underdeveloped countries began to have a new need
for outside economic assistance. But these reasons hardly
made aid to underdeveloped countries appear promising. In
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American eyes, the basic need was for these countries to
put their own houses in order.

Iran was one of the acute cases. The United States
in its involvement in Iran during the war had awakened Iran-~
ian expectations of postwar aid. Once the withdrawal of
Soviet troops was secured, however, Iran's basic problem
seemed to lie in the inability of its government to govern
and to put existing resources, notably oil revenues, to good
use., FEarly Iranian requests for economic aid were turned
to the World Bank in the knowledge that the Bank was not
yet ready to lend. Later requests were turned to the Bank
in the knowledge that the Bank was most unlikely to lend un-
less Iran undertook major fiscal reforms and development
planning, steps which American officials also felt Iran must
take. Development planning was begun, but fiscal reform
amid political instability was more difficult. By the end of
1949, the World Bank still had no intention of lending to Iran,
and President Truman once again told the Shah of Iran that
he must first put his own house in order before consideration
could be given to United States economic aid,

The unfortunate experience with aid in China was a
special frustration for American officials throughout this
period, and colored thought about aid to other underdeveloped
countries. In China, the United States had tried aid and the
denial of aid, through the brief suspension of arms ship-
ments, Neither proved effective. A large part of American
commodities and those shipped through the United Nations
Relief and Rehabilitation Administration found their way into
the black market, inflation and profiteering went unchecked,
no significant action was taken on reforms, and much mili-
tary assistance ended in Communist hands, Further aid was
judged a waste or worse, short of a major change in the
Kuomintang, which meant the departure of Chiang Kai-Shek.
Yet Chiang was judged the indispensable man and Americans,
unprepared to press for his departure, did not see what
they could do without it. 3/

The Philippines offered some corroborative evidence.
Efforts to make independence a success became bogged down
in the corruption and favoritism of Philippine politics and in
recurrent economic crises, while the continuing "Huk'" re-
bellion ever threatened another disaster such as China, A
program to equip and train Philippine armed forces had shown
some success, but it had not brought an end to rebellion, or
to the political and economic discontent that fed the rebellion,
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The limited experience with aid to 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 further aid to China, since both Greece and China were
beset by civil war in which Cemmunists challenged the exist-
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 military and economic assistance to
good use, and had lost hope that the Chinese Government
would do so. Military assistance to Turkey brought a strong
Iranian request for similar treatment, and the two countries
were exposed to much the same Soviet military threat, But
Turkey's stable internal situation was a basis for confidence
that the aid would be put to good use, while Iran's internal
malaise was a reason to lack such confidence. The Truman
Doctrine indeed could be applied to China or Iran, but the
Administration doubted that aid was an effective response
here and was uncertain what, if anything, it could do.

The early success of the Marshall Plan turned new
and favorable attention to aid as a means to deal with troubled
areas. On the one hand, success in securing funds of such
magnitude from the Congress for the novel purposes of the
Marshall Plan forced some reconsideration of the common-
place view that, whatever might be said for aid, the Congress
would not vote the money. The Congress had insisted on an
early termination of wartime Lend-Lease, and a prohibition
against its use for postwar relief or reconstruction was de-
feated only by the vote of the then Vice-President Harry Tru-
man in the Senate. 5/ It had insisted that UNRRA funds not
be used for reconstruction and, as UNRRA became caught up
in the Cold War, brought it to a close by refusing an addition~
al American contribution. The Congress was more willing,
in the early stages of the Cold War, to provide funds for Gov-
ernment and Army Relief in Occupied Areas (GARIOA),
largely for West Germany, Japan, and South Korea. It was
insistent on further aid for China, and accepted aid for Greece
and Turkey as an emergency measure in the face of clear
armed threat. But it was determined to invoke economy in
government and was not expected to favor massive aid for
Europe, designed not to meet armed threat or as traditional
relief, but to reconstruct the entire economy of Western

18



Europe. The Administration mounted a careful, extensive,
and prolonged campaign to secure public support for the
Marshall Plan, and its acceptance by the Congress was con-
sidered a major political victory.

On the other hand, the Marshall Plan was indeed a
novel enterprise that gave Americans experience and con-
fidence that they could significantly improve the overall
economic situation in other countries. The Marshall Plan
was also characterized by programs ranging from support
of political action and labor unions to improvement of com-
munications media designed to strengthen European govern-
ments against internal Communist threat while economic
recovery was in the making.

There was little tendency among American officials
to confuse the problems posed in Europe with those posed
in underdeveloped countries. As one high official of the
Marshall Plan put it, in reminiscence: **We knew from ex-
perience in Turkey (included within the Marshall Plan
sphere) that what worked well in Europe would not neces-
sarily work elsewhere. But we did not know what would
work.'’ Successful experience in Europe, however, brought
a new sense of confidence, where failure in China once had
been the predominant thought, that a great deal more might
be done with aid in the troubled world.

Point Four and Aid in Southeast Asia

Amid these concerns, President Truman won election
to a new term and turned to fashion an inaugural address for
delivery in January 1949. A bright, challenging note is the
order of such inaugural days, but was hard to find. ThePres-
ident reiterated American support for the United Nations and
for the Marshall Plan, and spoke of the new and unpleasant
need for NATO and military assistance in Europe. Then his
fourth and final point called for a ‘*bold, new program”' of
technical cooperation to lift the mass of the world's popula-
tion out of its age-old condition of misery, disease, and ig-
norance. He spoke only of his intent to have the new Adminis-
tration study the matter, but the enthusiasm of public response
at home and abroad thrust the Administration into almost
frantic organization of a Point Four program,

The cynic's remark that Point Four was neither new,
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nor bold, nor much of a program had some justification.
The United States had a program of educational, cultural,
and technical exchange with Latin America, begun just
before World War II to mend fences in the hemisphere and
continued after the war with increasing emphasis on economic
betterment. It was not considered a particularly potent or
important program, save by those engaged in it, and the
Information and Educational Exchange Act of 1948 had pro-
vided for similar activity in other underdeveloped areas.
Some congressmen questioned whether new legislation for
Point Four was indeed necessary.

A more flamboyant effort to transform Iran into a2 model
of what the United States could do in underdeveloped countries
had been suggested in the last year of the war and rejected by
the Department of State. Wartime efforts to assist Iran had
been most frustrating, and the suggestion was called "messia-
nic global baloney' in a Department of State memo of the
time. 6/ Finally, the United Nations with American support
was proceeding with a small technical assistance program.

What was new and bold was the strong suggestion that
technical assistance held the key to successful economic devel-
opment. This concept had been held by a few men, largely
those engaged in technical assistance activity, and as the Ad-
ministration moved to act on Point Four rather than to study
it, became after a fashion the policy of the United States, or
at least one of its policies. Point Four legislation, passed in
1950, for the first time declared economic development to be
an official objective of the foreign policy of the United States,
and it was to be pursued with technical assistance.

Many, perhaps most, foreign policy officials doubted
that technical assistance would bring economic development.
But it was not to cost much and hence would neither upset the
economy-minded Congress nor divert funds from military
assistance for NATO or the Marshall Plan, Nor would limited
technical assistance open the problems of corruption and di-
version of aid encountered in China. It seemed doubtful that
it would bring any radical change in underdeveloped countries,
or difficult complications that might flow from these changes.
From this viewpoint, Point Four was an innocuous program,
with some diplomatic and propaganda advantages, which had
strong public support. Both those who doubted that technical
assistance would produce economic development and those
who did not were careful to stress that it was a long-term

20



endeavor from which conclusive results could be expected
only in some indefinite future.

There were many reasons for the warm reception
Americans gave to Point Four. It was much in their human-
itarian and missionary tradition. It seemed a course of ac-
tion which fit the earlier assertion of the Truman Doctrine
that the United States ‘*‘must assist free peoples everywhere.
While the President did not portray Point Four as entirely
apart from the Cold War, it was widely taken to be so. The
idea that American technical superiority and "know-how, "
rather than American money, would put an end to poverty,
disease, and ignorance had wide appeal.

Economic development thus was not just formally de-
clared to be an objective of foreign policy but established as
one for which Americans had some enthusiasm--on the pro-
position that it could be secured through technical assistance.
Administration spokesmen were careful to stress that the
United States did not propose to secure economic develop-
ment for others, but only ‘‘to help others to help themselves,’
and the proposed legislation sent to the Congress recognized
that more than technical assistance might be required. There
were two bills; one for technical assistance, the other to per-
mit the Export-Import Bank to guarantee private American
investments in underdeveloped countries. Technical assis-
tance was to help create the conditions for the success of pri-
vate capital, and American investments encouraged by guar-
antees were to help provide the capital needed to move the
process of development forward. The Congress rejected in-
vestment guarantees, largely on the grounds that it was for
other countries to promote and safeguard private investment

-
-

within their own borders. Strong opposition also was ex-
pressed to the idea, which the Administration did not encourage,
that the future might bring requests for capital assistance by
the United States government.

Economic development could be seen either as a foreign
policy objective which the United States meant to take the
necessary measures to secure, or as a continuing aspiration
toward which the United States meant to take some new ac-
tion. In either case, it was to be sought not in some few selec-
ted countries but everywhere, or at least wherever American
assistance was asked.

The major concern of the Administration during 1949,
however, was not Point Four but NATO and military assistance,
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the new Mutual Defense Assistance Program. This concern
about NATO and the mounting domestic political quarrel over
**China policy'' began a course of events that led the United
States to undertake substantial economic assistance in South-
east Asia shortly before Point Four was finally enacted in
June 1950.

The Administration asked the Congress for blanket
authority to undertake military assistance anywhere outside
the Soviet Bloc. But opposition was so sharp and immediate
that a new bill specifying the countries of Western Europe,
Greece, Turkey, the Philippines, South Korea, and Iran was
substituted, Outside Europe, Iran was the one new addition,
It seemed wise to strengthen internal security forces there.

Military assistance to Europe was controversial, and
the exclusion of China provoked a major quarrel in which
some congressmen charged that the United States was neg-
lecting Asia in favor of Europe. The Administration firmly
resisted further military assistance for China but accepted a
compromise provision which permitted the use of $75 million
for either military or economic assistance in the '*general
area of China.”” The Administration did not plan to use the
funds and was not required by law to do so. It sought to avoid
jeopardy to the entire bill with its funds for NATO. Indeed,
the planning within the Administration pointed in a direction
guite different than new aid and involvement in the ‘‘general
area of China.”’

Soviet explosion of a nuclear device well before Amer-
ican expectation, together with the impending fall of China,
brought a major foreign policy review in 1949, Attention was
focused on the probable situation, four or five years away,
when the Soviet Union would have an effective nuclear force.
Overt Soviet use of military force had been somewhat dis-
counted in American calculations because the Soviet Union
did not possess nuclear weapons. It had seemed improbable
that the Soviet Union would accept the risks of overt military
action for the limited stakes of an underdeveloped country.
However, once the Soviet Union had a nuclear arsenal, it
might adopt a more adventurous course, particularly for the
high stakes of Europe.

It seemed essential, to those who tried to plan for the
future, that the small American ground forces not be engaged
in Asia, about the periphery of Communist China, at the
moment when they might be desperately needed in Europe.
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The vital was to be protected at possible cost to the second-
ary. This position was set forth in public by Secretary of
State Dean Acheson in January 1950 when he drew the defense
perimeter of the United States in Asia so as to exclude Korea,
Taiwan,and Southeast Asia.z/ The Administration had decided
that it could not defend these countries if attacked, but the
predominant estimate was that the new Communist regime

in China would be too absorbed in the difficulties of consoli-
dating its control within China, disrupted by years of civil
war, to launch an external attack.

American troops were withdrawn from South Korea in
1949, The Rhee government, though faced with many other
problems, managed to put an end to guerrilla activity. Relief
and rehabilitation programs were taken over by the Economic
Cooperation Administration (ECA) of the Marshall Plan, in
1949, and emphasis was shifted to reconstruction and develop-
ment., When the Korean War came in June 1950, the United
States had provided some $450 million in economic aid of all
kinds since 1945, §_/ and it had been judged a substantial, if
incomplete, success. The immediate prospect had been for
reduction in Korean forces and military expenditures, with
Mutual Defense Assistance Program (MDAP) military assis-
tance focused on spare parts and further training, and for
diminishing economic assistance,

Taiwan was quite another matter. The Truman Admin-
istration sought to disengage the United States from the un-
certain future of that island without precipitating its collapse.
Military assistance was brought to a close at the end of 1949,
and economic assistance was to be reduced. A rural recon-
struction program, combining land reform and technical
assistance, had been begun on the Chinese mainland far too
late to have any impact but nonetheless showed promise. It
was pressed forward on Taiwan.

The struggle for Indochina was not going well for France,
and, at the same time, all was not well in NATO. French
ground forces were to be central to NATO strategy, but they
were deeply engaged in Indochina, and the French government
was too weak to contemplate a major force increase. It in-
stead sought American aid in Indochina on the proposition that
the struggle there thus could be brought to an early conclusion,
and French energies turned to NATO, Many American officials
doubted this proposition, and some opposed such aid strongly
as ineffective involvement in the last stages of a losing and
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unpopular cause. But NATO was a much larger problem, the
defeat of French forces in Indochina would be a disaster for
NATO, the challenge in Indochina now was seen more clear-
ly to be Communist, and French knowledge that ‘‘general
area of China'' funds were available made it particularly
difficult for American officials to fend off French requests.

Missions were sent to Southeast Asia in late 1949 and
early 1950 to see if aid could be put to good use there. Pre-
dictably, they found uses for it. Military assistance for
France in Indochina, and economic assistance for the Asso-
ciated States of Vietnam, Laos, and Cambodia that made up
Indochina, were announced in May 1950. The United States
was not prepared to aid only the embattled colonial power in
the area, and aid programs for Burma, Thailand, and Indo-
nesia also were set under way.

The $75 million in ‘‘general area of China'' funds was
about what the Administration contemplated for France in
Indochina. But Secretary of State Acheson, under continuing
pressure from the Congress to increase aid to Taiwan,
suggested in early 1950 that if congressmen insisted on
further action in Asia, they might provide authority to use
some $84 million, remaining unspent from the China Aid Act
of 1948, in the ‘‘general area of China.’’ This handy device
both eased pressure to make these funds available to the
Kuomintang government on Taiwan and provided additional
funds for Southeast Asia. The Congress went along, with
provision that half of the $84 million should be used on Tai-
wan if feasible, and officials charged with aid to Southeast
Asia were instructed to draw their plans to fit the $75 mil-
lion under MDAP, a consequence of compromise with the
Congress in 1949, and roughtly half of what happened to be
left over from the China Aid Act. It was a rather random
sum, and one which was over three times what the Adminis-
tration was seeking for Point Four on a world-wide scale.

The economic programs--$22 million for the Associ-
ated States of Indochina, $10.2 million for Burma, $8.9 mil-
lion for Thailand and $7.9 million for Indonesia--were in-
augurated on June 5, 1950 when authority to use China Aid
Act funds became available in the omnibus aid legislation
also authorizing Point Four. Point Four officials, contem-
plating a program of roughly one-half million dollars in
Iran and one the same general size in India, were hard
pressed to find appropriate personnel and projects on this
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small scale. ECA officials charged with the programs in
Southeast Asia, began on '‘the premise that, unless concrete
results can be achieved promptly there will be no future for
long-range technical assistance and development programs."’
Here the United States sought to employ military assistance
and ‘*all the various instruments of (economic) aid--techni-
cal assistance, grants, loans and general economic planning--
now, and in sufficient volume."" 9/

There had been no overall policy decision that the
United States had a special interest in pressing economic
development forward rapidly in Burma, Thailand, and Indo-
nesia {(economic assistance in Indochina would be largely
emergency relief). If anything, there had been a decision
somewhat to the contrary. Nor was there anything about these
countries that made an effort to promote rapid economic de-
velopment appear particularly promising here. Funds had
become available, and there were pressures to put them to
work here. ECA officials were to try to promote rapid eco-
nomic development in these countries while Point Four officials
followed their quite different approach elsewhere.

During the same period of time, the Export-Import Bank
was being pressed into a new departure that amounted to a
form of capital assistance for economic development. The
prime function of the Bank was to promote American exports,
but in the late 1940’s, it gave increasing favor to loans, par-
ticularly in Latin America, which also could be seen as a
contribution to economic development. In late 1949, it ex-
tended a $100 million line of credit to Indonesia and then, in
early 1950, prepared a $25 million line of credit for Iran.
Both were undertaken primarily for political reasons. Ameri-
can support for Indonesian independence brought a certain
sense of responsibility for its success, and the line of credit,
prior to the decision to provide aid, was in celebration of
Indonesia's final, formal independence. The Shah of Iran,
told once more that economic aid depended on his setting his
own house in order, had installed a *‘‘strongman’' reform
government of some promise, and the line of credit seemed
a necessary American response.

This was not just an export promotion activity which
also might promote development. It was a substitute for aid
in the absence of an established program and a substitute
that incidentally would promote exports. The lines of credit
also were a form of aid most suitable to the doubts of the
time, for they were not funds provided but funds promised if
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and when the recipients came up with acceptable projects or
uses. The transfer of funds, or aid, was reserved pending
better demonstration that it would be put to good use, yet the
aid could be offered and announced. The line of credit to
Iran was allowed to lapse unused as Iran plunged into the
turmoil of oil nationalization and Dr. Mossadegh. That to
Indonesia was not used for some years, and then slowly as
American technical assistance helped Indonesians draw up
suitable projects.

Just before the Korean War, then, the United States
had moved rather far into aid to underdeveloped countries.
It had established military assistance programs in Turkey,
the Philippines, and South Korea, was closing a program on
Taiwan and beginning new programs in Iran, Thailand, and
to France in Indochina. Economic programs for Burma and
Indonesia also were to include funds for equipment and
training of policy or security forces, rather similar to mili-
tary assistance for Thailand but not called that due to the
‘*neutralism” of Burma and Indonesia. Point Four was to
promote economic development everywhere through techni-
cal assistance. The United States had been providing a good
deal more than technical assistance in Turkey, South Korea,
and the Philippines and was to begin to do so in Southeast
Asia as well. The Congress had indicated sharp opposition
to the idea of capital assistance for development, but a sub-
stantial portion of these larger programs was that, and the
Export-Import Bank was being used as a source of capital
assistance.

The United States had a coherent military posture that
called for it to defend the greater interest in Europe at pos-~
sible cost to the lesser interest in underdeveloped areas.
But as yet it hardly had a coherent policy toward underdevel-
oped countries. Save in Turkey, military assistance was
more to meet internal security needs, including guerrilla
challenge, than to meet a possible overt military attack from
the Soviet Bloc. This internal threat, as the Philippines
clearly showed, was not dependent on a common border with
the Soviet Bloc, yet military assistance was very much con-
centrated about the Soviet periphery. Economic assistance
to promote rapid economic development in Southeast Asia
was very much directed at this internal threat, but elsewhere
in the underdeveloped world, the United States was to pursue
development through the leisurely means of Point Four.
Policy as well as aid had grown piece by piece.
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II. TRIAL AND ERROR AMID EMERGENCY

The unexpected attack on South Korea in June 1950
posed an acute dilemma for the United States. It seemed
clear that Communist intentions had been misgauged, but

"how badly, no one knew. To respond in Korea seemed es-
sential to demonstrate American will to resist aggression.
Yet the attack, as evidence of a new Communist willingness
to resort to military force, was perhaps evidence as well
of Communist intention to use military force elsewhere in
the near future. To fail to respond in Korea might well en-
courage additional Soviet attacks. To respond in Korea
meant military involvement in Asia at peril to the greater
interest in Europe, and Korea might prove a feint to draw
the limited ground forces of the United States into Asia.

The decision to respond was made with some hope
that air power would prove decisive, would allow the United
States to respond and yet not be drawn into military engage-
ment on the mainland of Asia. The hope proved illusory,
but the United States could not afford to have its response
prove ineffective. Years of economy in defense expendi-
ture now meant that American ground forces became ab-
sorbed in Korea. There was no reserve to meet attacks
elsewhere.

The United States, turning to muster whatever means
it could, pressed foreign aid heavily into service. The
Mutual Defense Assistance Program, off to a slow start
before Korea, was given all the impetus money could pro-
vide. The Congress quickly passed a pending, $1,222 mil-
lion, one-year extension and then provided a supplemental
$4,000 million. By far the greater part was for NATQO, and
there alone did it seem possible to put massive new mili-
tary assistance to good use. There was no shortage of funds
for military assistance to underdeveloped countries, but
money and equipment would not quickly build strength where
skills, organization, and will were lacking.

The Technical Cooperation Administration (T CA)
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for Point Four began to function in September 1950. The
larger and urgent economic aid programs just begun by
ECA in Southeast Asia seemed more to the point than Point
Four technical assistance that looked toward results in
some vague and distant future.

Policy toward Taiwan was changed sharply. The
Seventh Fleet was ordered to protect Taiwan, military
assistance was begun anew, and economic assistance was
increased to some $92 million in the year following the
attack on Korea, mostly as an emergency support program.
Commodities were imported for sale to generate revenues
to pay military costs, to help check inflation, for direct
use by the armed forces, and as raw material to keep
existing productive capacity in operation.

Military assistance to French Union forces in Indo-
china was pressed forward. In Thailand, port, rail, 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 its small programs to build police forces into
military assistance. But Burma and Indonesia found any
connotation of military or political alignment with the
United States to be unacceptable.

Burma declined to receive a mission sent in the
summer of 1950 to discuss military assistance. Indo-
nesia, with its government badly split on the matter,
received the mission but declined to receive military
assistance for the time being. Economic assistance con-
tinued to be acceptable to both of these countries, and,
since the United States could not act here with military
assistance, it found all the more reason to press forward
with economic assistance.

The United States had decided, in early 1950, that it
must do more in the Philippines, but that this required
major reforms by the Philippines. Americans felt great-
er confidence that they could understand and recommend
solution to Philippine problems than, say, those of Iran,
and a mission was sent to investigate and recommend
specific reforms which were to be prerequisites for fur-
ther economic assistance. The mission reported, after
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the Korean War had begun, that major reform of public
administration, fiscal policy, and land tenure (in general,
what Americans wished they had secured in China) was
necessary if further aid was to succeed.

Some $250 million was held out in prospect, but
not until the spring of 1951, after the Philippine legislature
had enacted most of the proposed reforms, 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
assistance in the interim, as existing programs were
not suspended or terminated. Reform was required for
additional or new aid. Nonetheless, here perhaps more
than in any other instance throughout the history of aid to
underdeveloped countries, the United States imposed a
stringent requirement for broad reforms as the condition
of its aid. This was done in Asia during the height of the
Korean emergency when the United States felt impelled to
press new economic assistance forward in neighboring
countries, aligned or '"'meutralist,' 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 also 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 prior experience. Never-
theless, conditions on aid for the Philippines made it
appear that to be an ally of the United States in the Cold
War offered little advantage in terms of securing aid;
indeed, in some ways less advantage than to be "
The need for major changes if aid were to prove effective
was not confined to the Philippines but was quite as true
in Burma, Indonesia, and Thailand, with the necessary
changes different in each country, of course.

Iran was scheduled to have a Point Four program
of some $500,000, Now, in the hope of early impact on
the worsening internal situation, this was increased to
$1,500,000. This meant a program somewhat larger than

neutral."

Point Four officials could conduct effectively, one of no
particular promise for rapid economic development, and
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one too small to satisfy the desire of the Iranian govern-
ment for substantial economic assistance. It was satis-
factory to no one, and plans were laid for a $23.5 million
**Point Four’' program in the fiscal year to come; that is,
for an emergency aid program conducted by TCA under
the Point Four label.

India and Pakistan were less exposed by geography
than Iran or Burma to external attack, save from each
other, and seemingly less threatened by internal Commu-
nist movements. They were scheduled to receive only
Point Four technical assistance. However, a number of
American officials thought it necessary to do more, parti-
cularly in India. Some, emotionally attracted by the India
of Ghandi and Nehru, wanted a larger effort to promote
India's economic development. Others thought that more
aid might soften India's strident ‘‘neutralism.’’ Pakistan
was linked to India by intense mutual hostility. Whatever
was done for one seemingly had to be done for the other
if the United States was not to have this hostility focused
on it.

Larger programs for Iran, India, and Pakistan were
among the changes in aid for underdeveloped countries
the Administration had in mind when it turned to the Con-
gress in early 1951 for new aid legislation, to be the
Mutual Security Act. Aid to Europe, however, remained
the principal concern, and a controversial change was
proposed here.

The successful Marshall Plan was to end in 1952,
but the Administration sought to continue economic assis-
tance as ‘‘defense support’’ to permit rapid rearmament
without economic disruption. The Congress had grown
unhappy as foreign aid became a complex and confusing
enterprise, and it consistently viewed aid, save only Point
Four, as a temporary expedient. This transformation of
a successful program due to end into a continuing effort
of indefinite duration was anything but popular. It begged
the broad and awkward question of how temporary the
emergency and foreign aid were to be. Some months be-
fore, the Congress had accepted new emergency aid, but
it now was neither prepared to deny the Administration's
requests nor fully prepared to accept them.

The Administration chose not to propose obvious
changes in the one aspect of aid popular with the Con-
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gress -- Point Four. The new programs for Iran, India,
and Pakistan were portrayed as but larger Point Four
programs. A fair case for this could be made in the pro-
gram for India, where a promising community development
project was to be multiplied many times over to cover much
of the country and become a $54 million program. 1/ But
by contrast, in the preceding year TCA had had only $14.5
million for new Point Four projects in all countries. 2/
The Mutual Security Agency (MSA) was created to

take over the functions of ECA in Europe and in Asia. The
United States now had a clearly labeled emergency aid pro-
gram and aid agency in the view of the Congress to support
its ‘‘friends’’ abroad in the Cold War. It also had a Point
Four program administered by TCA, not to be an emer-
gency program and not for ‘‘friends and allies'’ alone.
But practice did not follow this appealingly simple divi-
sion. The United States had begun emergency aid programs
of one sort or another from Turkey to Formosa about the
Soviet periphery. Some were called Mutual Security pro-
grams, some were called Point Four.

T CA officials called on to defend their program in
Iran as ‘*Point Four’’ found it an awkward task at best.
Economic development was to be a long-term endeavor,
but both emergency and nonemergency programs were
concerned with development, rapid development for early
political impact in one case, long-term development in
the other. Confusion lent strength to a conviction that
there were elements of the ‘‘shell and pea’’ game in aid
to underdeveloped countries, which did not bode well for
congressional or public support.

American officials were just beginning to stumble
over some of the more prominent obstacles to effective
use of aid to promote development. MSA cfficials, often
with experience in the Marshall Plan, were impressed
with elements present in Europe but absent in underde-
veloped countries: ‘'‘the very first step in any program of
economic development . . . must . . . be the organiza-
tion and maintenance of self-sustaining public services.’' 3/
Or in the words of Dean Rusk, then Assistant Secretary of
State for Far Eastern Affairs; ‘‘These new nations have
institutional weaknesses which are difficult to exaggerate.
tax structure, a police structure, a public health structure. . .
educational structures. All these need building from the
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ground up.’’ 4/ Point Four officials, as yet drawing most
heavily on agricultural extension experience within the
United States, were convinced that carefully chosen and
conducted demonstration projects would cast widening
circles of influence to bring successful development over
a long period of years, They felt that it was necessary to
begin by showing how hybrid seed would increase crops
yields rather than by trying to restructure 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 time 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 Assistance

A proposal for military assistance in Latin America
was given close and hostile attention by the Congress in
1951. The United States had sold a considerable quantity
of surplus military equipment to Latin American countries
and maintained the military advisory missions established
there shortly before World War II. But military assis-
tance to Latin America had been resisted by the Congress
as unnecessary, in the absence of external threat, and as
an inducement to Latin military dictatorships.

The Korean emergency provided new argument for
hemispheric defense planning, and the Congress rather
reluctantly accepted military assistance to Latin America
on this basis. Only $38 million was appropriated for fiscal
1952, a modest sum compared with military assistance
elsewhere, and as the necessary international agreements
were not signed for some time, less than one percent of
this sum had been delivered as equipment by the end of
the fiscal year. The major concern was not with external
military threat but with consistent L.atin support in the
United Nations, on Korea in particular, and with internal
security in Latin American countries. The Administration
wanted flexibility to offer military assistance in Latin
America when and where this might prove advantageous
as events unfolded. Once begun on this basis, military
assistance to Latin America remained a permanent, ever
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small part of foreign aid, while the Congress perennially
voiced its misgivings.

At the request of the Administration, the Mutual
Security Act of 1951 also provided for the transfer of up
to 10 percent, or $39.6 million, of military assistance
funds for Greece, Turkey, and Iran to other countries in
the Middle East. Great Britain, with strong American en-
couragement, was seeking to form a Middle East Defense
Command among Arab states, and it was thought that mili-
tary assistance might provide the inducement otherwise
lacking for Arabs to join, The Command was to offer
some safeguard against Soviet threat, to secure the im-
portant and chﬁglenged British base at Suez, and to some
degree to turn Arabs away from their preoccupation with
Israel. The Arabs desired military assistance-~--but for
use in their quarrel with Israel.

Egypt was the key, and Egypt abruptly rejected the
formal proposal put forward jointly by Great Britain,
the United States, France, and Turkey in October 1951.
The United States then announced that military assistance
to Egypt did not hinge on the specific proposal for a Mid-
dle East Defense Command and would remain under con-
sideration. But as the situation in the Middle East wors-
ened, particularly with Egyptian harassment of the base
at Suez, the United States found no promising use for mili-
tary assistance in the Middle East. 5/ It only threatened
to exacerbate the Arab quarrel with Britain and with
Israel.

Troublesome **Strings®® on Aid

Meanwhile, *‘strings’’ on American aid had become
a source of difficulty for the United States far out of pro-
portion to any value they might have had. The Congress,
much irritated by the '' of India and others,
sought to require that all recipients of American aid, save
Point Four, in effect declare their alignment with the
‘‘Free World.”’ The Administration managed to get this
softened so that it applied only to recipients of military
assistance. Recipients of economic and technical assis-
tance were required only to declare their adherence to
the principles of the United Nations. 6/

neutralism
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This distinction escaped most people at home and
abroad. Congressional desire was seen more clearly than
the actual legal requirement, and seen as a political
‘*string’’ of the most blatant sort. An angry, confused
storm raged abroad, particularly in the ‘‘neutralist’’ coun-
tries required only to reiterate their adherence to the prin-
ciples of the United Nations. The most dramatic complica-
tion occurred in Indonesia.

The United States ambassador sought to induce the
Indonesian government to issue the stronger declaration
of Cold War alignment although only the vague declaration
of support for the United Nations was necessary. He may
have sought to clear the way for military assistance, per-
haps to strengthen the internal role of the Indonesian Army
and other anti- Communist forces, or more simply have
seen the formal declaration as of value in itseli. The gov-
ernment issued it and was promptly forced to resign. It
was a month before a new government could be formed,
so excited was the atmosphere, and a year before an Indo-
nesian government was willing to enter into a new aid
agreement with the United States, this time incorporating
the declaration of adherence to the principles of the United
Nations necessary in the first place. Economic and tech-
nical assistance was continued in the interim, but on a
dubious legal basis as the Indonesian government consider-
ed the aid agreement abrogated if the United States did not.
The episode deepened and entrenched Indonesia’s ‘‘neutral-
ism,"’ and was widely taken in other countries as a dramat-
ic illustration of how the United States sought to use its
aid in the Cold War. It hardly served American concern
with the internal threat in Indonesia or the American effort
to build public institutions there. 7/

No country was induced into Cold War alignment,
verbal or substantive, in order to receive United States
aid. Nor was any country deprived of American aid its
government desired. The ''‘string’’ at most pulled off a
husk of verbiage reiterating established positions. But
this was little noted at the time, and the uproar brought
the question of ‘'strings’’ to the fore in the argument over
foreign aid at home. Men took extreme positions, either
that the United States must aid only those who would stand
up and be counted, or that it must place no ‘‘strings’’ or
conditions whatsoever on its aid, which added yet another

[
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layer of confusion.

Iran declined to issue the declaration required for
military assistance. Consequently, military assistance
was suspended for a few months at a time when the United
States was particularly interested in pressing forward
with it. The large '"Point Four' program had been plan-
ned to bring political support for the Shah's reform gov-
ernment, but before this program could be announced,
the ''strongman'' premier, General Razmara, was assas~-
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 to strengthen the
internal security role of the armed forces. But Mossadegh
was wary of the armed forces as the major threat to his
position and wary of American involvement with them as
well. In all probability, he was happy to see military
assistance suspended and, by declining to issue the re-
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 settlement of the oil dis-
pute with Britain lest Iran, deprived of oil revenues, slip
further into chaos advantageous to Communist seizure of
power, Mossadegh sought massive American economic
aid, roughly ten times the size of the planned '""Point Four"
program, as a substitute for oil revenues, in order to free
himself of any need to come to terms with Britain. This
posed an awkward choice for the United States. If it did
not provide such massive aid, Mossadegh would continue
in financial straits, perhaps an inducement for him to
compromise with Great Britain, or perhaps a cause of
breakdown within Iran that would lead to Communist sei-
zure of power. To provide such aid would strain the impor-
tant American alliance with Great Britain, mean no settle-
ment of the oil dispute, and it was unclear that Mossadegh,
with aid funds, would be able to control the internal situa-
tion,

The $23.5 million planned '""Point Four' program
was a readily available compromise, It was not enough to
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solve Mossadegh's financial problems, or to remove the
financial pressure to settle the oil dispute, but in very
modest degree might help to fend off the Communist threat.
The projects planned for early impact on economic progress
were thought particularly-useful to demonstrate to the '"com-
mon man' the benefits of cooperation with the West, bene-
fits he might easily overlook with Mossadegh at the helm.

If this was an effort primarily against Communist influence,
it was no longer, as it once had been designed to be, also
an effort to support the Iranian Government, for the way

for Iranians to reap these benefits on a larger scale was

to settle the oil dispute with or without Mossadegh. Last
but not least, the large '"Point Four' program, as well as
the military assistance program, provided access to Iran
for Americans at a time when the United States was much
worried about Communist infiltration into the government

of Iran.

The United States also made a rather half-hearted
attempt to hold out the prospect of greater aid to induce
Iran to settle the dispute with Great Britain. For one
among several instances, the United States in August
1951 joined with Britain in a new proposal for settlement
that included an offer of $10 million in American aid to
ease Iran's budgetary problems until oil revenues could
resume. It had no more success here than in inducing
Egypt to join the Middle East Defense Command, and indeed,
since Iran was willing to go without the larger oil revenues
rather than settle the dispute with Great Britain, the pros-
pects were not good in the first place.

Aid After the Korean Emergency

By 1952, when the Administration had to turn once
again to the Congress for new, one-year, aid authority and
funds, the Korean emergency was drawing to a close. The
war in Korea had been stalemated since the summer of 1951,
and the once strong fear of immediate additional attacks else=~
where had faded. Frustration with the lack of victory in Korea,
and with the Cold War in general, had become dominant among
the public and on Capitol Hill. It was also a Presidential elec-
tion year, and it was known that the Truman Administration
would not continue after January 1953. Angry dissatisfaction

36



with almost every aspect of foreign policy could be found
somewhere in the Congress, and foreign aid was not the
least of the targets.

The Administration, in a pattern to be common in the
years to come, proposed an overall total, $7.9 billion (half
military assistance for NATO), which was less than it had
sought the year before ($8. 5 billion) but more than the Con-
gress had appropriated ($7. 3 billion). It could claim a re-
duction and yet sought an increase, The Congress made a
major cut, 24.5 percent overall most of which came from
military assistance for NATO. The main effect of this cut,
however, lay well in the future.

Military assistance expenditures lagged far behind
funds appropriated, due to long lead times for new pro-
duction and other difficulties. Of $11. 7 billion appropri-
ated 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-
tration sought an additional $5 billion so that the military
assistance ''pipeline' would not become depleted to force
curtailment of military assistance some years hence. This
was not convincing to congressmen who expected that for-
eign aid could be sharply reduced as the emergency drew
to a close, and expected the coming Administration to re-
duce it.

The United States had to decide what it meant to do
about underdeveloped countries. Korea had overturned the
posture of the late 1940's, notably the decision that the
United States could not become militarily engaged about the
periphery of China. Most Americans expected that an end
to battle in Korea would bring a return to some Cold War
"mormalcy, ' but it was hard to tell what this might mean.

Aid for economic development was one facet of the
broad question. The United States had gone far beyond
Point Four on the basis of the Korean emergency. Some
Americans expected that the United States might return to
Point Four alone, while others felt that an even greater
effort, and one less charged with emergency, was required
to promote development. This latter view became thor-
oughly embroiled in 1952 with the question of aid to India.

The Ambassador to India, Chester Bowles, a pro-
minent Democrat, returned to the United States in 1952
to lobby in the Administration and on Capitol Hill for $1
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billion for India over four years, The sum was the addi-
tional foreign exchange judged necessary if India's first
five-year development plan were to succeed. This pro-
posal that the United States should do whatever was nec-
essary to the success of Indian development was, as close
as a concrete instance could be, to what the Congress had
feared and strongly opposed when it enacted Point Four.
It would have been difficult to choose a country which
stirred more emotions among Americans.

Americans were sharply divided in their attitudes to-
ward India. Some found the India symbolized by Ghandi
most attractive, its socialism and ''neutralism' of a high
moral order, and its size and location such as to make its
friendship vitally important. Indeed, they were engaged in
a love affair with India akin to that which other Americans
had had with the China of pre~-Communist days. They fa-
vored greater American contribution to economic develop-
ment in general, but especially in India. Other Americans
were deeply irritated by India's socialism and self-righteous
""neutralism, " and by the love affair of their countrymen
with India. Furthermore, aid tied to planning in a country
insistently socialistic was seen as aid tied to a Soviet, not
an American, economic philosophy. Aid to India divided
Americans on emotional and ideological grounds and, as
much as any issue of foreign aid, along party lines.

The Administration did not accept Bowles' proposal.
It requested $115 million for one year and justified it, not
on the basis of India's five-year plan, but as a new depar-
ture within Point Four: "to compress into a short period
of time, 4 years, what in other parts of the world .
will take a long time to do, because we do not believe we
have a long time and we must get results sooner,' 8/ or
roughly the justification of the previous year. But the Ad-
ministration was unable to disengage aid to India from the
issues Bowles raised, or disengage aid for economic devel=-
opment from aid to India,. .

All became embroiled together. When the Congress
voted on the Administration request, it voted more gener-
ally on the Bowles proposal and on greater aid for economic
development. It voted an emphatic nay. It was necessary
in the coming fiscal year 1953, to cut back the program
in India from $54 to $44 million rather than increase it to
$115 million. But the enduring and important effect was
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not on aid to India. The next Administration, in different
circumstances and with different arguments, found it pos-
sible to secure greater funds for India. The important
effect was on the general issue of aid for economic develop-
ment,

It was unlikely in 1952 that the Congress would accept
more substantial aid for economic development. It had also
been unlikely that the Congress would accept aid to Greece
and Turkey in 1947, the Marshall Plan in 1948, perhaps
military assistance for NATO in 1949. Wise heads held
that one could not know what the Congress would or would
not accept until one tried in the right way. It was hard as
always to tell, save in retrospect, what the right way might
be, but a proposal for massive aid to India proved to be a
wrong way, as the Administration had recognized it to be.

The Truman Administration, which in general favored
aid for economic development, saw its last major opportu-
nity to affect this matter lost in the quarrel about India.
There would be strong opposition to substantial aid for
development within the Administration to come. To argue
successfully for it would be a most difficult task, and one
rendered almost impossible by the evidence of 1952, such
as it was, that the Congress was strongly opposed as well.
Not until pressures rose in the Senate in 1956-57 for greater
emphasis on economic development was really serious con-
sideration given to the matter.

The strategic posture necessary now that the Korean
emergency was drawing to a close was another, and more
urgent, facet of the broad question before the United States.
If the 1949 decision to avoid military engagement on the
periphery of China had been overturned by the Korean War,
the reasons for it had not lost much of their force. In the
Korean War, the United States alone had a nuclear arsenal,
but the time was drawing ever closer when the Soviet Union
would have an effective nuclear force as well. How the
Soviet Union and Communist China would then act, and how
the United States should react, were questions that still re-~
quired answers.

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

39



Thailand. In its defense of South Korea, the United States
had become committed to the defense of all countries about
the Sino-Soviet periphery. There had been talk of a ''pol-
icy of containment'' before the Korean War, but the real
policy had fallen short of this in underdeveloped areas.
Now the United States had become committed to such a
policy, but how it was to fulfill this commitment, if it be-
came necessary to act on it, remained uncertain. But
most Americans expected their new military forces and
expenditures to be sharply reduced with the end of the
Korean War, and their new emergency aid to be curtailed.

The defense of South Korea, if less than the victory
Americans would have liked, was presumed to have de-
terred further attacks of this sort. In retrospect, men
saw a variety of different explanations for the attack on
Korea; perhaps the Soviet Union had taken the withdrawal
of American troops in 1949, and Secretary of State
Acheson's statement of the defense perimeter to exclude
Korea, to mean that the United States did not put particular
value on that country and would not defend it. The Soviet
Union may have mistaken American intention as the United
States mistook Soviet intention.

The three additional crisis spots of that time--Iran,
Indochina, and Malaya-~happened to be on the Sino-Soviet
periphery, but in none was overt military attack the central
problem. Guerrilla warfare with outside support raged in
Indochina and Malaya, while in Iran the element of military
force lay only in the distant background. If these crises
showed the nature of the present and future threat, "in-
direct aggression, ' there was no particular 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 correctly
and prepare to meet it., If the threat were military
against peripheral countries, concentration of military
assistance there was in order. If it were a threat of "in-
direct aggression' to both peripheral and remote countries,
other kinds of action would be required in many places,
perhaps in all underdeveloped countries. If both threats
were combined, as many officials believed, the demands
on the United States would be great, and aid could not be
curtailed, but perhaps must be increased, at the end of
the Korean emergency.,
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While Americans expected their aid to be curtailed,
the United States had raised opposite expectations in the
underdeveloped world, In June 1950, Point Four had been
largely prospect. In January 1953, the United States had
either a Point Four program or a larger emergency aid
program in virtually every independent underdeveloped
country, and varieties of aid in a number of colonial ter-
ritories as well. 9/ Furthermore, this spread had not
been solely a consequencé of spontaneous demand. Amer-
ican representatives abroad had been instructed to encourage
other governments to request American 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 large program in neighboring India and
might incur an ""adverse reaction' if it displayed no in-
terest in these countries. 10/

In few underdeveloped—countries, if any, was the
United States held to be supplying all the aid that might
reasonably be expected of it, Point Four programs, far
from being received as a sign of special American interest
and concern, as Americans had hoped, as often had come
to be seen as a sign of American disinterest. Everyone
had a Point Four program, while the United States was
providing the few of special interest with a good deal
more, Americans began to talk of a ""revolution of
rising expectations" for economic development, and the
United States was increasing expectations for American
aid.

Where some aid once had seemed necessary to cement
an alignment in the Cold War, to help ensure a vote in the
United Nations, to support a "friendly" government, or more
broadly to improve the "image' of the United States or the
"Free World' among the populace, more aid now seemed
required for the same tasks in the same places. The United
States felt that it was making a proper contribution to eco-
nomic development in Latin America, but found that Latins
were dissatisfied with the idea that they should receive Point
Four assistance while India and other countries received
more substantial economic assistance. Whether the United
States was ''neglecting' Latin America, Latins felt neglected.
Pakistan was unhappy with the magnitude of aid to India; the
Arabs were unhappy with the magnitude of aid to Israel.

The United States had entered on a spiral in which, aid to
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some countries became a reason for aid to others, then
some American aid became commonplace and taken more
or less for granted. Only ever-increasing aid to each re-
cipient offered to improve American relations with it.

American officials were aware of this spiraling situ-
ation, butthe United States had yet to decide how it was to
be handled. In general, each American ambassador wanted
more aid to help meet the problems he faced in the country
to which he was accredited. To continue the same amount
of aid was not much help to him, while less aid would com-
plicate his relations with the host government perhaps in
ways that could be portrayed as dangerous in the Cold War.
The United States had to decide how seriously to take its
relations with each and every underdeveloped country, and
this depended in large part on what sort of threat was to be
posed in the Cold War, where, and how the United States
was to respond to it.

The questions open for the future were large. Amer-
icans gave one form of answer when they elected a new Ad-
ministration in the strong expectation that it would be able
to, and would, return the United States to some form of
""normalcy. "
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III, NEW COLD WAR CONCERNS

The Eisenhower Administration took office with strong
commitment to end the frustrating struggle for Korea and
stop the burgeoning of government expenditures. That fore-
eign aid was to be curtailed was taken more or less for
granted. However, the new men responsible for foreign
policy soon saw many urgent problems requiring foreign
aid, particularly in Asia, and were loathe to see it cut.
Tension between the desire to ""economize' or '"balance the
budget" and to do justice to foreign policy problems marked
much of the new Administration's handling of foreign aid.

To '"economize' quickly proved more difficult than
had been expected. Major cuts in domestic programs posed
unacceptable political costs, and attention turned to the large
defense budget. ,Cuts here were perilous but nonetheless
made on the proposition that, with a ''new look, ' the force
increases planned under Truman could be ''stretched out"
over a longer period of years. Most military officers
opposed this but were overruled by General Eisenhower as
President. In this situation, foreign aid came into a more
direct and immediate competition for funds with military
defense programs., Funds for the one meant cuts in the
other, and the political need to justify foreign aid as a
national security program in the narrow sense had new
force.

The Administration cut the sum proposed by Truman
for aid in fiscal 1954 by 30.percent amid much talk about
waste and reduction. 1/ The reality was somewhat different
for the cut came largely from military assistance for NATO,
and, as in the cut made in the preceding year, the effect lay
in the future. There was no intent to reduce NATO force
goals or the United States contribution. The immediate
shortage was not of funds but of the complex modern mili-
tary equipment suitable to American and European forces.
""Lead times' for the production of some of this equipment
were long, and some of the funds obligated shortly after
the onset of the Korean War were just beginning to produce
equipment in quantity. A current reduction, however, would
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affect what equipment came out of this "'pipeline' at what
rate in the future.

Funds for military assistance in Asia, on the other
hand, were increased above the Truman proposal to over
$1 billion. The year before, military assistance for all
underdeveloped areas had been less than a third of that for
NATO; now funds allotted to Asia were roughly half of those
for NATO. Economic assistance for Asia also was increased,
notably by $400 million to help defray French costs in Indo-
china. If this is counted as aid directed to a problem in
Asia, rather than as defense support for France, 2/
economic assistance for Asia for the first time was larger
than that for Europe. The Eisenhower Administration did
not cut the funds its predecessor had proposed for Point
Four, still the one popular element in aid. But it did cut
a new category, "'special economic .assistance, ' for India,
Pakistan, and the Near East, including Iran, in effect to
transfer funds proposed for these countries to Southeast
Asia and the Far East and to re-entitle it '"development
assistance.' .

A strong impression was given of major reduction
in aid, while the substance was to '""stretch out'" plans for
the defense of Europe as the United States turned more
aid to military problems in Asia. On this basis, aid was
able to compete effectively in the budgetary process with
the defense budget. Aid was judged a better defense ex-~
penditure for the United States in Asia than equivalent
funds spent on American armament.

Indochina was the most worrisome problem. "Any
armistice in Korea,' said President Eisenhower in an-
nouncing the armistice in July 1953, ''that merely released
aggressive armies to attack elsewhere would be a fraud."
Unfortunately, the armistice inescapably did allow China to
give more attention to Indochina, where the struggle was
going badly for France, just as it allowed the United States
to give attention to problems other than Korea.

It would not do to secure an armistice in Korea only
to see Indochina fall under Communist control. Nor would
it do to end the frustrating experience in Korea only to
plunge Americans into perhaps the greater frustration of
battle for Indochina. Furthermore, the Administration was
proceeding to reduce the armed forces that would be needed
if it were to intervene in Indochina. Some other course
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which meant neither the loss of Indochina nor armed Amer-
ican intervention was badly needed.

The ¥French Government meanwhile had put the United
States on notice that it 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 less that weakness within France might
bring a Communist regime there than that France might
abandon Indochina under fire, to leave the problem there
to the United States. The $400 million to defray French
costs in Indochina and additional military assistance were
provided less out of firm 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 disarm
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 Statess After many repre-
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sentations to the United States, Burma took the issue to
the United Nations in March 1953 and notified the United
States that its aid program must end. Not until 1956 would
the United States find an opportunity to begin its aid to
Burma anew.

The United States was prepared to make a major
contribution to Korean reconstruction. The need for relief,
reconstruction and defense support was estimated at $1 bil-
lion over three to four years. 4/ Then the vigor of Syngman
Rhee's opposition to an armistice threatened to disrupt deli~-
cate negotiations with the Communists. A promise of $1
billion in economic assistance, further military assistance,
and a Mutual Defense Pact was made to help secure Rhee's
acquiescence. Thus an estimate of what Korean reconstruc-
tion might cost became a formal promise of aid. In the
years to come, the United States would have more difficulty
with Rhee over the use and abuse of aid, but would find it-
self in a poor position to set further conditions.

On the day the armistice was signed, July 27, 1953,
President Eisenhower asked the Congress for authority,
quickly granted, to use $200 million already appropriated
for military operations in Korea on programs of relief and
reconstruction. This was a most convenient way to get the
first installment on the $1 billion from the Congress. An
additional $66 million from the wartime Civilian Relief in
Korea program and $37 million already available to the
United Nations Korean Reconstruction Agency brought total
American economic aid in Korea during fiscal 1954 to over
$300 million. The next installments on the $1 billion, how-
ever, would have to be sought from the Congress as part
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 Iran, in part through covert American activ-
ity. 5/ 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 most advantageous way of generating the rials
with which the new Iranian Government might pay its ex-
penses. By the end of the fiscal year, June 1954, the United
States had provided $20 million in cash for budget support,
$51.5 million in commeodity imports to generate rials for
budget support, $11 million in "'development assistance,' and
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$12. 9 million through the Point Four program. It supported
the ordinary Iranian budget at the rate of $5 million a month,
and such funds as were available for economic development
projects came almost entirely from American aid., The in-
tent was to support and tide over the precarious, anti-Com-
munist Iranian Government until oil revenues would resume.

A revolution in Bolivia during 1952 established a
new regime, the Movimiento Nacionalista Revolucionario
(MNR), precarious and dependent on armed, Marxist-
oriented miners. The Eisenhower Administration became
much worried about "'leftist tendencies' when the MNR
nationalized the tin mines in early 1953, World tin prices
fell at the end of the Korean War, the MNR sought to meet
the demands of the miners, and labor discipline collapsed.
A hasty land reform sharpened the decline in agricultural
production.

The Administration feared that the worsening econ-
omic situation would bring a Communist government to
power in Bolivia, but it was loathe to enter into special
economic assistance in Latin America especially for a
""leftist" government that had nationalized tin mines., How-
ever, the World Bank declined to lend to Bolivia on the
grounds that it had not settled its external debt. An effort
was made to buy Bolivian tin at a special price, but this
became entangled in the legal requirements governing
American ""'stockpile'" purchases. An amergency wheat
grant of $8 million was made under '"Famine Relief"
legislation, 6/ Then the Point Four program was in-
creased almost three-fold to $3. 1 million, $4.4 million
in ""development assistance' was provided, 7/ and the
Export-Import Bank made a $2.4 million loan. American
aid to Bolivia in the year ending in June 1953 had consisted
of a $1.3 million Point Four program. Aid of all kinds rose
to $18,2 million in the next fiscal year and to $31. 7 million
in the following year.

In March 1953, the Arbenz government of Guatemala
expropriated lands owned by the United Fruit Company. As
United Fruit was an American company, this set off a storm
within the United States. The Eisenhower Administration
decided that, unlike the MNR in Bolivia, the Arbenz gov-
ernment was beyond the pale, and by October 1953 official
statements treated it as a government dominated by inter-
national Communism,
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"One American nation has succumbed to communist
infiltration, ' Milton Eisenhower reported after his tour of
Latin America. "Highly disciplined groups of communists
are busy, night and day, illegally or openly, in the Amer-~
ican republics . . . While. many persons may now think of
Latin America as not being in the line of attack in the modern
world struggle, success by the communists in these nations
could quickly change all the maps . . . 8/ Such comment
set the tone. There was talk of the need to do more in Latin
America, but the Eisenhower Administration chose not to 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 it. But on the whole, the new perils
lurking in Latin America seemed dwarfed by comparison
to those in Asia, and the Administration held firmly to the
proposition that ample resources were available for Latin
American development if Latins would set their own affairs
in order. Aid was to be reduced, not enlarged by new ven=
tures 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 irritation with foreign aid had come to
be focused on aid officials and the aid 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 as in most other
government agencies, and the aid agency was no less af-
fected than other foreign affairs agencies by the intense
excitement, in what has come to be called the '"McCarthy
era,'' over internal security. In an episode peculiar to the
aid agency, its staff was required to pass intelligence and
aptitude tests. Some failed and were discharged; some of
these had to be rehired almost immediately as no one else,
in the government or out, knew how to do their complex jobs,
and the intent was not to bring aid to a halt, Amid the up-
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roar of such proceedings, the need for more effective ad-
ministration of aid became lost from sight, and this need
had become sharp.

Many aid officials were not particularly competent for
the tasks now before them, which is not to say that they had
low intelligence quotients or 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 or with very modest
technical assistance in Latin America. The problems now
at hand were both different and more difficult,

Under the Marshall Plan, American officials had been
able to rely on a corps of competent European officials, men
more competent than Americans in the affairs of their own
countries, Americans had been able to work out plans, pro-
cedures, and specifications with Europeans well-equipped
to 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 to 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, limited knowledge of agri=
culture, and perhaps less interest in it. Virtually every
aspect of planning, procedures, and specifications fell to
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 or in Europe. The sawmill, when sent, proved un-
suited to Iranian conditions and could not be made effective
for some time.

So far as the purpose was to promote economic develop-
ment over the years, the United States could afford the six
months or a year that might be required to have a specialist
investigate what might be suitable. Such was not the case
in Iran, nor was it the more general case. Foreign policy
officials pressed for quick action with aid, and, if they were
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right that economic assistance indeed was urgently re-
quired, to spend a year investigating the proper form of
assistance was likely to prove self-defeating. Only very
experienced men could hope to act both quickly and wisely

in this complex realm, if 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 its 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 "economy'' had not dimin-
ished. Yet events abroad, notably the impending French
military defeat in Indochina, presaged the need for more,
not less aid.

The Administration again proposed an overall re=-
duction by reducing new funds for military assistance for
NATO. It sought $3.5 billion for fiscal 1955, or $1 billion
less 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 percgnt of the
new funds were for '""programs essentially of a military
nature.'" 10/ 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 its
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 countries. 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, 11/ its political
import was substantial. Many Congressmen voted for it as
a way of expressing their desire that foreign aid be terminated.
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The Administration now was able to foresee the time
when the repeated cuts in new funds for NATO would force
a reduction in military 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 area as well.

Agricultural Surplus as a New Form of Aid

Amid these developments, the United States dis-
covered a new and to some a superior form of "aid' to
underdeveloped countries in PL 480, the Agricultural
Trade and Development Act of 1954. PL 480 was first
espoused by those who sought to dispose of agricultural
surpluses abroad in order to ease the domestic agricul-
tural tangle. But it was the idea that PL 480 was not just
a disposal program but a supplement to, and indeed a
superior substitute for, ""money' aid as well that made it
so attractive to many Americans.

The use of surplus agricultural commodities was
not new to the aid program. The Congress in 1953 had re-
quired that between $100 and $250 million of the funds ap-
propriated under the Mutual Security Act be spent, if at
all, on such commodities. This had not imposed a great
burden on aid as 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 as defense support. This
freed British dollar holdings, otherwise perhaps used to
purchase American tobacco, for purchase of commodities
which might have been financed as defense support aid. But
as economic aid to Europe was reduced, these opportunities
for substitution shrank, and they were not open on the same
scale in underdeveloped countries. In a country whose trade
with the United States was small and which did not have sub-
stantial dollar holdings to 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 greater part, $700
million under Title I, was to be sold for local currency,
not dollars, The local currency then was to be loaned or
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granted to support those activities toward which aid was
directed, and in smaller part, to pay U. S. expenses in
the country. Other provisions, Title II and Title III, pro-
vided for grants for emergency relief and authorized the
release of surplus commodities to private American volun-
tary agencies engaged in relief programs abroad.

Almost every American could find something attrac=-
tive here, To those who represented the farmer, it offered
to reduce the large government stockpiles. To those intent
on '"economy'' in government, it was aid free of '"cost.’ The
government had already paid for the commodities. It would
save expensive storage costs, finance some of its expenses
abroad, and reduce the need for funds for foreign aid. For
many Americans, surplus food and fiber was a peculiarly
appealing form of aid for their nation to extend: aid for the
hungry, ill-clothed, unfortunate people of underdeveloped
countries as against '""money'" aid for their unfortunate govern-
ments. Aid officials saw merit in PL 480, for they had hope
that with this new program the Congress would cease to re-
quire that their funds be used for surplus disposal. The
opposition, not very vigorous, came from officials of the
Department of State charged with relations with other coun-
tries, who saw in PL 480 a dangerous possibility of surplus
"dumping'' in international trade.

Much like the Point Four proposal five years before,
so attractive a scheme as PL, 480 was not long left to play
a modest role. Many of those opposed to foreign aid sup-
ported PL 480 as an alternative which would permit other
aid to be sharply curtailed. Many of those unhappy with the
Cold War, who sought not less aid for underdeveloped coun-
tries but a shift to more altruistic objectives, saw precisely
such a shift in the transfer of surplus food and fiber. Expe-
rience with PL 480 would belie all simple notions about the
relation between ''food and fiber' aid and '"money' aid, but
the more immediate impact of PL 480 was to ease many a
mind troubled by the ongoing reduction in foreign aid.

Policy Problems in Asia and the Middle East

The impending French defeat in Indochina posed dif-
ferent foreign policy problems. After much agonized con-
sideration of military intervention, the Administration
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decided with events at Dienbienphu in May 1954 that the
opportunity had passed. It was necessary to negotiate a
settlement and to try to keep the consequences from under=-
mining the American position in Asia and elsewhere.

South Vietnam presented a most unpromising situation.
Laos and Cambodia had been little touched by the long battle,
but South Vietnam was torn, controlled more by armed sects
and gangs than by any semblance of government, with morale
at an ebb and refugees streaming in from the north, After
some hesitation, the United States decided to support Ngo
Dinh Diem. It then did so to the hilt with aid. Some $500
million in emergency economic assistance was provided
between June 1954 and June 1956, for support of two-thirds
of the government budget, for reconstruction of essential
facilities, and for relief and resettlement of a million or
more refugees from the north. Stocks of American military
equipment left by departing French forces reduced the need
for new military assistance, but training of the army and
police was extensive.

By 1956, this effort in South Vietnam was a consider=-
able and unexpected success. Diem was in firm control,
although not so firm that either he or the United States
wished to risk the nationwide elections which the Geneva
Conference of 1954 had scheduled for this time. The need
for emergency aid was dwindling. ''The stage was set for
the next major step--preparing a longer term program to
solidify the gains., . . and to lay a foundation for a pro-
gressively stronger economy leading to the goal of self-
support. 't 12/

South Vietnam was only one part of the problem in
1954, The Eisenhower Administration was much concerned
lest others see the pattern of future American action in its
willingness to accept military defeat and negotiation in
Indochina rather than intervene with military force. The
danger was that the Soviet and Chinese leaders would take
this view and press other enterprises similar to that in
Indochina in the expectation of the same outcome, while
the peoples thus imperiled would assume that since the
United States would not go to the defense of Indochina, it
would not come to their defense. If the defense of South
Korea had demonstrated American will, Indochina threat-
ened to leave quite an opposite impression.

A year before, in 1953, Secretary Dulles had begun
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to give serious thought to a military pact in the Middle East.
He had been impressed, on a trip through the area, 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 to a similar pact, the Southeast
Asia Treaty Organization. Such a pact had not been con-
sidered promising in this area 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 or Rhee in South
Korea. This left Thailand and the Philippines, rather too
thin an Asian contingent for Dulles' purposes. Pakistan
was invited to join on the ostensible basis that it would pro-
vide the link between the Baghdad and SEATO pacts.

Thailand andthe Philippines received more aid as 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 first link in the Baghdad Pact, was
announced, Then in October, with Pakistan to enter SEATO,
Prime Minister Mohammed Ali visited Washington. On the
occasion, the United States announced a three-fold increase,
to $105 million, in its economic assistance to Pakistan.
Pakistan for the first time was scheduled to receive more
American economic assistance than India.

The United States and Pakistan had rather different
interests in these pacts and in the military assistance con-
nected with them. For 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 its early hopes
for leadership of some Islamic world and for success in
its quarrel with India. It was looking for a new, more
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important role in the world and for support against India.

The pacts in alliance with the United States offered this.
Pakistan tried to have the SEATO pact directed against
aggression from any quarter, that is, Indian or Communist,
but was rebuffed by the United States. Nevertheless mili-
tary assistance (and economic as 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 at least
the announcement was timed with his visit to the United
States for this reason. He had been Ambassador to the
United States, was considered 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 as 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
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in June 1955, with $30 million of this a loan against future
oil revenues. In the next year, with the strategem of the
Baghdad Pact played and o0il revenues again flowing on a
substantial scale, Iran received roughly the same amount
with the loan portion reduced to $12 million. 13/

Iraq's adherence to the Baghdad Pact flowed from the
course of events in the Arab world set in motion by the 1952
military coup in Egypt and the emergence of Nasser. The
United States encouraged Iraq to adhere because Dulles
hoped for a broad Arab membership to convert the "North-
ern Tier'" into an inclusive Middle Eastern pact. Iraq, on
the other hand, came to see the Baghdad Pact and alignment
with the United States as a mechanism of defense against
the new Egyptian leadership.

Egypt was again the key. Early American estimates
of the new Egyptian leadership were optimistic, and it was
thought that once a settlement between Egypt and Great
Britain over the Suez base and the Sudan was reached,
Egypt would prove cooperative with the West. In this
spirit, the United States undertook to promote such a
settlement, pressing Britain and holding out the prospect
of economic and military assistance before Egypt. With
the settlement in the fall of 1954, the United States immedi-
ately announced that it would provide $40 million in '"develop-
ment assistance'' to Egypt. Military assistance remained
under discussion. The American conditions--assurances
that military assistance would not be used against Israel
and Egyptian adherence to some military alignment such as
the Baghdad Pact--could not be reconciled with Nasser's
desire for military assistance for use in the quarrel with
Israel and with his distaste for any alignment with the West.

As negotiations with Egypt over military assistance
bogged down, those with Iraq went forward. The Egyptian
quiet refusal soon became an angry verbal attack on anyone,
Iraq in particular, who betrayed the Arab cause by entering
an alignment with the West. As Nasser had wide appeal
within Iraq as elsewhere in the Arab world, this was most
dangerous to the Iraqi regime. It had solicited United
States military assistance in March 1953 largely to lessen
the political identification with Great Britain, the existing
supplier, For it to back away from American military
assistance and the Baghdad Pact might hand Nasser a major
political victory within Iraq as well as in the international
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sphere. Only with a '"strongman, ' Nuri es-Said, establish-
ed in office was the Iraqi Government prepared to take the
internal political risks of adherence to the Baghdad Pact,
and the Pact, for the Iraqi regime, was directed more
against Egyptian "indirect aggression' than Communist
aggression.

Military assistance to Iraq was kept modest: $5.4
million in fiscal 1955. Political support, not quantity of
military assistance, was the central concern of the Iraqi
regime. Military assistance in quantity also posed pro-
blems for the American position in the Arab-Israeli con-
flict. Economic assistance was kept even more modest
for reasons that provide an interesting contrast with those
in neighboring Iran. Both countries had substantial oil
revenues, but as those of Iraq had not been cut off, there
was no particular reason to begin massive budget support.
While the United States continued massive budget support
in Iran as its oil revenues resumed, in Iraq, it provided
technical assistance to help put oil revenues to effective
use,

Amid these events in the Arab world, the United
States also began a special aid relationship with Libya.
American forces had used Wheelus Air Base in Libya
since World War Il under an agreement with Great
Britain, but Libyan independence in 1951 made a new
arrangement necessary. As the Libyan Government
desired to draw in the United States to balance its heavy
dependence on British subsidy, 14/ the issue was one of
terms, not whether the United States could continue at
Wheelus. After negotiations had gone forward, the Amer-
ican Ambassador, in June 1954, presented a $1 million
check "for economic development* and a pledge of 6,000
tons of wheat. A Libyan delegation proceeded to Washington
to sign an agreement pledging the United States to $7 mil-
lion plus 24, 000 tons of wheat during fiscal 1955, $6 mil-
lion annually for the next six years, and $1 million a year
for eleven years thereafter. The British~Libyan treaty
of 1953 called for a somewhat larger sum in the years
immediately ahead, but in time British aid would diminish
and that of the United States would rise.
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A New Approach to Aid

In all, the diverse uses for aid were expanding, a
fact which was troublesome as the Administration turned
again to the Congress. However, the 1954 elections had
brought Democratic control of the Congress, a sharp polit-
ical defeat for the Republican Administration but one which
meant a Congress somewhat more favorable to foreign aid.
The termination of FOA required by the last Congress also
was useful now, FOA was transformed into ICA, the Inter-
national Cooperation Administration, and much was made of
a new approach to foreign aid. The Administration sought
the same overall sum it had the year before, and the Cong-
ress appropriated what it had the year before, less $100
million. One hesitates to call this a victory, but measured
by the previous downward trend and prospects, it was that.
In effect, many men in the Administration and in the Cong-
ress had come to accept that foreign aid, whatever its
merits, was here to stay.

One otherwise minor new proposal, a President's
Fund for Asian Economic Development, had considerable
significance for the kinds of foreign aid the Congress might
accept and what course the United States might follow with
aid in the future, The Administration proposed a fund of
$200 million to be available for three years for sound eco=
nomic development projects of benefit to more than one
Asian country or in which more than one cooperated. Aid
officials had urged this proposal because they wanted a
shift to greater emphasis on economic development and be=~
cause they thought the Congress would accept it in this form.
The Congress for some years had urged the Executive to
find a way to apply to Asia the principle of regional economic
cooperation so successful in Europe,

The Congress accepted the Asian Economic Develop-
ment Fund virtually intact, 15/ including the three-year
authorization, a sharp break from past insistence that the
temporary aid program could be authorized for one year
only., The Administration had secured '"development assist~
ance' funds from the Congress in previous years, including
increasing funds for India, 16/ but the justification stressed
the '""Soviet threat.'" This note was missing in the justification

58



for the Asian Economic Development Fund, It was aidto
be extended only for sound projects of promise to long-
term economic development and extended only if 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 if 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 as 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 as a com-
petitor of the United States was startling and worrisome for
many American officials. Soviet arms to Guatemala in 1954
had offered a forecast, but the United States had been able
to 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 arms 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 arms they de-
sired 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-
ises of substantial economic aid in their wake. American
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officials retained, and voiced, doubt that the Soviet Union
had the economic capacity to perform on such promises,

but they also feared that economic capacity might prove
largely irrelevant. Soviet promises alone might disrupt
alignments with the United States and Soviet performance
might suffice to gain the access necessary to infiltrate,
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 stemmed
in no small part from the vision many Americans held of
their own aid. If American aid could keep precarious gov-
ernments in office, draw countries into alignment, and shape
the attitudes of peoples and nations in the Cold War, might
not Soviet aid prove equally potent in the same respects?
Furthermore, the totalitarian government of the Soviet
Union, it was said, could be more flexible in such uses of
aid. Khrushchev did not have to defend his aid 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
short-term political objectives that were the prime Ameri-
can concern and Soviet success here would foreclose the
American advantage in long=term development.

Competition with the Soviet Union soon became a new
and important corollary of American aid, The United States
sought, so far as it could, to pre-empt the field, to offer
aid so that the recipient would have no reason to turn to the
Soviet Bloc or to 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 its own aid to any prospect of Soviet
aid, lest the Soviet Union have the field to itself.

Afghanistan was a striking case. During the late
1940's, it was American policy to avoid involvement in re~
mote and inaccessible Afghanistan. An Export-Import Bank
loan was extended in 1949, at Afghan request, for a dam
complex in the Helmand Valley, but this was not supposed
to bring an American responsibility for other Afghan affairs.
However, the Helmand Valley was at the center of Afghan
prospects for 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 small Point Four program begun in 1952 was en-
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larged to provide the technical assistance which might bail
out the floundering dam project, Then, in 1954, the Export-
Import Bank made another loan to cover the major over-
sight of its first loan, the development of the Helmand Valley.
The United States had become entangled in an increasingly
expensive affair, and it resisted Afghan requests for fur-
ther aid to build roads, pave streets, provide air communi-
cations. Until the Helmand Valley could be put in order,

to start new projects was judged foolish.

Khrushchev entered in December 1955 to offer a
$100 million credit for the projects which the United States
had rejected. The United States changed its mind and in-
creased its aid program from $2 million for technical co-
operation to an $18.3 million total for fiscal 1956. Of this,
$15. 3 million was '""development assistance,' largely for
air transport facilities. The Soviet Union moved to grasp
the opportunity offered by Afghan dissatisfaction with Amer-
ican aid, and the United States, dissatisfied with Afghan per-
formance and inte refsted in a way out of aid there, felt com-
pelled to compete.

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

If aid had a new lease on life, it also had become a
complex enterprise indeed and one baffling for most Ameri-
cans, including many aid and policy officials and most con-
gressmen. Aid for Afghanistan was '""development assist-
ance,'' but it was hard for aid officials to see how they
could put it to effective use on development projects there.
It was hard for other Americans to see why their country
should undertake a major effort to promote economic de-
velopment in Afghanistan, or why it must make a greater
effort because Afghanistan accepted Soviet aid while
Egyptian acceptance of Soviet aid led, for the time being,
to American condemnation, There were now so many
different uses of aid, in so many different places, under
so many different labels, that the aid program was very
confusing.
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ICA and State Department officials increasingly
were at loggerheads. Aid officials wanted economic aid
turned to long-term economic development, which they
thought it could secure, and away from short-term pro-
blems of Cold War on which they thought it wasted. Policy
officials charged with responsibility for Cold War problems
wanted aid pressed into service here, and wanted aid offi-
cials to conduct their programs in a way that would prove
effective in this respect. The power of decision over where
aid would go, for what reason, and in what amount, lay
generally with policy officials, or more accurately with
their superior, Secretary of State John Foster Dulles,
Responsibility for the conduct of the resulting programs,
and for explaining and defending them to the Congress and
the public, fell generally to aid 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 or congressional satisfaction.

The argument over whether foreign aid was to con-
tinue faded, only to be replaced by new argument over
what the United States should be doing with it, Aid was to
continue, but continuing, somehow had to be fitted into a
more orderly framework.
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IV, A QUALIFIED SHIFT TO ECONOMIC DEVELOPMENT

Aid was to be put in order, but men held different
views on what order might be. The obvious, striking al-
ternative to the focus on pressing Cold War problems of
recent years was long-term economic development. Some
insisted on a shift in this direction, but policy officials on
the whole held that continued emphasis on Cold War pro-
blems of recent years was essential. An ostensible shift
toward aid for economic development took place over the
years 1956-60, but it was in large part a shift to greater
use of such aid to meet short-term Cold War problems,

The Eisenhower Administration in early 1956 had
some difficult decisions to make about foreign aid. It was
a Presidential election year, the Congress was controlled
by the opposition party, and the repeated past '"reductions'
in foreign aid at the expense of the military assistance
""pipeline' required that the Administration seek a major
increase. A reduction in military assistance, particularly
for NATO, loomed up unless the 'pipeline' were replenished
with major new funds. The large military assistance appro-
priations secured by Truman in 1950-51 had served the
Eisenhower Administration well during 1953-55, but the
end was at hand.

Democrats in control of the Congress were not slow
to note that the vaunted "economy' of the Republican Admini-
stration had run its course, nor slow to seek to regain the
initiative from the Administration in shaping foreign aid.
The Congress focused its cuts on the new funds sought for
military assistance, while funds for underdeveloped coun-
tries came through unscathed, indeed somewhat increased
by the Congress. 1/ Butthe Congress proved resistant to
Administration views on where and how these funds should
be used.

The Congress accepted the Administration's pro-
posals for '""defense support' in underdeveloped countries,
but insisted on adding a provision for '"defense support' in
Latin America which the Administration had not sought. 2/
An amendment sponsored by Senator Smathers provided that
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these ""defense support' funds were to be used for projects,
preferably in the fields of health, education, and sanitation
or land resettlement, in Latin America as a whole or among
groups of countries. It was in some respects an extension
to Latin America 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 same amounts~-$100
million for '""development assistance,'" $142 million for
technical assistance, the second $100 million for the Asian
Economic Development Fund--and to make one major change.
It asked authority for the President 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
to provide the funds at some later date, but the United States
would be in an awkward position if the President had com-
mitted it to provide aid and the Congress then declined to
provide the funds. The proposal was modest in terms of
the funds involved, but posed a major change in the pre-
vious year~by-year approach to aid. ‘

The project immediately in mind was the Aswan
Dam in Egypt. 3/ A tentative agreement on Aswan had
been reached with Egypt in December 1955, some months
after the Czech~Egyptian arms deal. The United States was
to provide $56 million, Great Britain $14 million, and the
World Bank $200 million toward the first stage, with ul-
timate 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 arms aid to Egypt, check
Soviet influence there, and render Egypt a less disruptive
actor within the Middle East,

Much of the Congress and the public was hostile to
Egypt, and it was thought wise not to make aid for Aswan
a direct legislative issue. But by entwining the broad
question of long-term aid for economic development with
aid for Aswan, the Administration secured a sharp '""no"
from the Congress, first a ''no'' to aid for Egypt and also
a '""no'" to long-term commitments in general. In short, it
made much the same mistake that Ambassador Bowles had
made with respect to aid for India in 1952 and secured much
the same result.
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As a substitute of sorts for the long-term authority
the Administration sought, the Congress adopted a new
"Statement of Policy' for the Mutual Security Act that was
the first formal statement that aid would not end with the
close of the fiscal year. Aid would continue '"as long as
the (Soviet) threat to the peace of the world and to the se~
curity of the United States persists.' Then, having thus
stressed the Cold War purpose of foreign aid, the Congress
accepted an amendment, offered by Senator Humphrey, ex-
pressing the '"sense of Congress'' that the President should
pay greater attention to economic development in future aid
proposals. 4/ A more accurate statement of the ''sense of
Congress' might have been that, while it accepted that for-
eign aid must continue, it was less willing for that reason
to vote whatever aid program the Administration chose to
send up to it. There was as yet no agreement on the changes,
but studies and inquiries, committees and commissions on
foreign aid proliferated in the months ahead.

Crisis in the Middle East

The Suez crisis burst before this '""reappraisal'’ got
properly underway. The Senate Appropriations Committee
in July reported the aid bill with a proviso which, if enacted,
would have prohibited aid for Aswan. Three days later an
Egyptian emissary called on Secretary Dulles to confirm
the arrangements for Aswan, which were now in doubt.
Dulles, before he knew whether the prohibition would be
enacted, chose to tell the Egyptian official that the United
States had decided not to proceed due to lack of confidence
in Egypt's capacity to carry out so vast a project. This
explanation made the abrupt rejection insulting, for Aswan
had been investigated and considered since 1954, In effect,
Dulles decided against the effort to use aid to secure a more
amenable Egypt and in favor of dramatic denial of aid in the
effort to undermine Nasser.

Nasser turned immediately to the Soviet Unjon only
to be disappointed. He was put in a most difficult political
position and, to extricate himself, moved to nationalize the
Suez Canal, ostensibly to provide funds for Aswan. If Dulles
calculated correctly that the Soviet Union would not commit
itself to so vast and extended an undertaking as Aswan, he
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clearly miscalculated how far Nasser might go to save his
political position.

The Suez crisis need not be reviewed here. But as
perhaps the nadir of Amerjcan diplomacy in the postwar era,
it left a residue of most difficult problems, some of which
bore on the use of foreign aid.

The United States, having set out to undermine Nasser,
found him greatly strengthened. The role of Great Britain
and F;énce in the Middle East was thoroughly undermined and
would now fall to the United States. The United States further-
more had managed to convey as clearly as possible, by its
actions amid crisis, the impression that it would not use
force itself or tolerate the use of force by its major allies,
an impression reinforcing and carrying a step further that
given by its unwillingness to use force in support of France
in Vietnam two years before. Americans had been inclined
to assume that the Soviet leaders would not accept substan-
tial risks for the stakes involved in underdeveloped countries.
They now, to the discomfort of the Eisenhower Administration,
had given Soviet and Chinese leaders substantial reason to
believe that the United States was, in the Chinese phrase, a
"paper tiger.!'" The Eisenhower Doctrine was an effort to
counter, by proclamation, this impression given by actions.

The nub of the Doctrine was advance congressional
approval of the use of American forces in the Middle East
against aggression by any state controlled by "international
Communism.' This was neither particularly necessary in
constitutional practice, nor a particularly strong way to in-
dicate that these forces might indeed be used. Consequently,
it was felt very important that the Doctrine be formally
accepted as widely as possible by Middle Eastern 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 fair. What Dulles did not know was whether
certain countries would accept the aid and the Doctrine that
went along with it,

James Richards, former Democratic Chairman of
the House Foreign Affairs Committee, was sent to the Middle
East in April 1957 to distribute aid among those willing to
accept the Doctrine. Egypt and Syria declined to receive
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him. The Baghdad Pact countries issued statements which
Richards could construe as acceptance. They were willing
to 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 assistance to its
military and technical assistance there. Although Libya
asserted that its acceptance of the Doctrine was not to be
interpreted as a quid pro quo for aid, its 1953 treaty with
Great Britain and its British subsidy were about to expire.
An opportunity to increase the American subsidy came at
the right moment. The Lebanese Government accepted
the Doctrine warmly and, in doing so, rent the fabric of
Lebanese politics to begin a course of events that would
produce the Lebanese crisis of 1958,

By July, the Administration could report with con-
siderable enthusiasm that Richards had found takers for
some $119 million, roughly half economic assistance, half
military. Considering the cold reception of the Eisenhower
Doctrine in the Middle East, this was no mean accomplish-
ment.,

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

The prospect that King Hussein might receive Richards
and consider the Eisenhower Doctrine helped to precipitate
a new and major political crisis, checked only by Hussein's
personal appearance before the Arab Legion. Hussein felt
that he would not receive the promised Arab susbidy or, if
he did, that it would be used to 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 April that it would provide a
$10 million grant to Jordan outside the Doctrine. By June,
it had taken over the task of providing an annual subsidy of
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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
as Richards went off to the Middle East, This year the
Administration asked only slightly more than the Congress
had appropriated the year before, but major changes were
proposed. 6/ '"Defense Assistance,' that is, military
assistance and defense support, was to be separated from
economic and technical assistance and appropriated direct-
ly to the Department of Defense, while aid for economic
development henceforth was to consist of technical assist-
ance and loans for sound development projects made by a
new Development Loan Fund {DLF).

Two billion dollars for three years was asked for
the DLF, but the Congress was to appropriate only the
first $500 million. The DLF was to have authority to
borrow $750 million a year from the Treasury in each of
the next two years, a procedure used for Export-Import
Bank funds and hardly new but one designed to by-pass
congressional hostility to substantial funds for economic
development.

These proposals came as no surprise to the Congress.
They were, in substance, what the minority of congressmen
who actively supported foreign aid demanded of the Adminis-
tration and what the various committees and commaissions
had recommended. The Administration put them forward
perhaps first of all to mollify this minority in the Congress
lest it withdraw its support and major cuts or other un-
acceptable changes ensue. The DLF, however, was not
proposed solely for the reason of expediency. Hard ex-
perience with crisis after crisis in underdeveloped countries
had turned men to look anew at aid for economic development,
"This help toward economic development, ' the President said
in proposing the DLF, '"'is a means to forestall...crises, "
by no means a new idea but one with new force,

The DLF indeed was another of the ingenious devices,
like Point Four and PL 480, that men could support for op-
posing reasons. To some, it meant a shift away from em-
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phasis on Cold War crises to emphasis on long-term eco-
nomic development. For this, the $2 billion was a major
increase indeed, but lest this disturb others, the Adminis-
tration pointed out that the $500 million to be appropriated

for the first year was only $100 million more than the sum

of projects in the current fiscal year, under ''defense support"
and '"development assistance, ' 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 aid funds which, although ostensibly
for economic development, could be tapped for Cold War

uses.

Elements in the Congress and in the Administration
long had insisted with some success that if aid 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 as a way to
put aid for economic development on a '""business-like"!
basis. However, DLF loans could be ''soft, ' that is, re-
payable over long terms in currencies other than the dollars
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
limits on the "hard' loans that could be made if repayment
were taken seriously. '"'Soft'" loans mitigated this problem
and indeed, as many pointed out, had much the same prac-
tical effect as grants. Those who sought greater emphasis
on economic development saw in the DLF an ingenious way
around what they thought to be a short-sighted emphasis on
""business-~like' lending.

The Congress reacted badly to those aspects of the
proposal which touched on its prerogatives. Many congress=~
men felt that the Administration sought most of all to free
foreign aid from congressional control, which was not en-
tirely inaccurate. The three~year authorization for DLF
was reduced to two, 8/ and the Treasury borrowing pro-
vision, attacked as "back-door financing, " was eliminated,

Only $300 million, rather than $500 million, was
appropriated for the first year of the DLF, Although this
was treated as a major cut, it made little practical differ-

69



ence as the DLF took some time 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 to announce its first loan. By the end of the fiscal
year in June, completed loan agreements stood at $102
million. 9/ Indeed, because a new lending institution takes
time to get under way, one immediate effect of the establish-
ment of the DLF was to constrict the flow of new American
aid for economic development during its first fiscal year., 1_0/

Aid for India

One view of the DLF was that its prime purpose was
to ""hide aid to India from the Congress.' This is rather an
exaggeration, but one of the prime effects of the establish-
ment of the DLF was on aid to India.

India became the DLF's major client, much as India
had been the major recipient of ""development assistance"
in previous years. Of the $1 billion in DLF loan agree-
ments by June 1960, over a quarter, $274 million, were
with India. 11/ Economic assistance for India during the
first three fiscal years of DLF, 1958-60, was over $100
million a year compared with about $60 million a year dur-
ing the four fiscal years 1954-57, It is quite possible that
this increase would not have been secured from the Congress
had it continued to reconsider aid for India each year rather
than vote on a total sum for DLF loans in all countries.

The World Bank, with strong American encourage-=~
ment, increased its lending to India during 1958-60 to roughly
the same level as the new DLF lending of the United States,
Although World Bank decisions were perhaps two steps re-
moved from 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 to increase its authorized capital from $10
to $21 billion in 1958-59, the Congress raised no major
objection, Had it refused or reduced the American share,
the Bank perforce would have had to go much slower with
respect to loans for India as well as to many another country.

Congressional approval of the Bank in part reflected
the reputation as sound and "hard-headed'" which the Bank
had carefully and successfully nurtured. It also stemmed
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from an American inclination to include the World Bank as
part of the "Free World' arsenal in the Cold War, and the
Bank's lending to India as effective ""Free World" com-
petition with Soviet aid there.

The most dramatic Soviet project in India, a nation-
alized steel plant at Bilhai, increased American irritation
with India as much as it spurred the United States to compete
with the Soviet Union. Indian socialism was irritating to
Americans, and socialism in housing or grain storage some-
how seemed a lesser evil than socialism in steel, a proper
bulwark of private enterprise.

The World Bank undertook to support an expansion
of India's private steel industry. The United States might
have supplied such support through its own aid funds, but
because the project met the World Bank's standards and the
Bank was not restricted to procurement in the United States,
American aid was turned to less choice projects,

It was PL 480, however, rather than DLF or World
Bank loans, that permitted the dramatic increase in aid to
India. India's first Five-~Year Plan had given too little em-
phasis to improvement in agriculture., A series of good
crop years brought exceptional harvests to obscure this
and the second Five-Year Plan continued the same under-
emphasis. Then a series of normal to poor crop years
followed, and India had an unplanned need for a major in-
crease in wheat imports for which foreign exchange was
not available. PL 480 in India had consisted largely of
voluntary agency shipments, but the first government sales
agreement in 1957 brought the total to $300 million. In the
four fiscal years 1957 through 1960, the total reached $1, 330
million with $564 million of this in fiscal 1960.

The Administration was not forced to turn to the
Congress for '"foreign aid" funds on this scale for India,
and to explain that they were needed in part because of
serious error in Indian economic planning. Instead the
Department of Agriculture, pressed by the Congress, was
seeking to dispose of surplus wheat in the greatest possible
quantity and encountering much difficulty. India's massive
need came as a "Godsend" to surplus disposal, and PL 480
became a "Godsend' to those concerned with India's eco-
nomic development.
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More Crises

As the Congress again turned to foreign aid in the
spring and summer of 1958, it seemed a poor moment to
deny the President the funds he declared essential to meet
or avoid the many crises. Vice-President Nixon's ''good
will" visit to Latin America ended amid hostile mobs. The
festering Algerian war had become a major crisis within
France as well as in Africa. Revolt had broken out against
the pro-Western government of Lebanon and, when the pro-
Western regime in Iraq was overthrown in July, United
States troops were sent to Lebanon. Indonesia had picked
a new quarrel with the Netherlands, Laos was in peril,
guerrilla warfare was mounting in Vietnam, Tension with
China rose, to lead shortly to the Quemoy crisis.

The Administration sought much the same total for
fiscal year 1959 that it had asked the year before, and the
Congress made by far the smallest cut in years. 12/ Indeed,
the Senate Foreign Relations Committee first voted the re-
que st intact, but then recovered its equilibrium to make
some modest cuts.

Events in the Middle East led to an end of military
assistance to Iraq, and to new aid for Lebanon, Iran, and
Turkey. The new regime in Iraq withdrew from the Baghdad
Pact and turned to the Soviet Union for aid, Iraq soon was
a country of deep concern to the United States. In Lebanon,
events provided one new reason after another for aid.

The Lebanese Government of President Chamoun
had adhered to the Eisenhower Doctrine more to secure
American support for its 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 outsiders into
internal quarrels. Shortly, Chamoun announced that he
meant to seek a constitutional amendment to allow him
another term in office. This brought open Muslim rebellion
against Chamoun in early 1958. Aid had been given as part
of the Eisenhower Doctrine. Now further aid to support
Chamoun in the face of rebellion seemed necessary.

Chamoun asked for American troops under the
Eisenhower Doctrine. The United States stalled, but with
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the coup in Iraq felt compelled to act somewhere in the
Middle East, It sent troops to Lebanon, and their presence
brought the crisis 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 irrev-
ocably broken, and United States forces might have to remain
indefinitely, suppressing the Muslim population on behalf of
Chamoun., To restore the political compromise required
that the United States press for the departure of Chamoun
and others who had supported him. When a new compromise
government was secured, and was as yet unsure of success,
it seemed necessary amd wise to provide aid to bolster its
prospects.

The coup against the King of Irag worried the Shah
of Iran and heightened American concern for the future of
his regime. The Shah now sought a precise United States
commitment to defend his regime, and received a new com-
mitment to defend his country. He also sought more aid to
enlarge his army and solidify its loyalty. Military assist-
ance was increased, but the United States was reluctant to
increase defense or budgetary support. Only a year before,
it had insisted that budgetary support be sharply reduced.
Oil revenues now were available in quantity.

The Iranian Government dealt with this reluctance
in two ways. It toyed in public with the idea of Soviet aid
if American aid were not forthcoming. And it quietly in-
dicated to American officials that in any case it was going
to be necessary to shift oil revenues from the Development
Plan to the ordinary budget to meet increased defense costs.,
The United States did not supply increased ''defense support.'
Instead Iran did shift oil revenues away from the Development
Plan and the United States chose to see a highly promising
case for large DLF loans to the Development Plan. By this
process of substitution, DLF loans allowed the United States
to avoid a renewal of direct budgetary support and yet ac-~
complished much the same effect as budgetary support.

Turkey was a special underdeveloped country for the
United States. Military assistance there was tied to Turkey's
role in NATO-~that is, to more serious planning for external
defense than in other underdeveloped countries. Economic
aid, for the most part called ""defense support,' was designed
to support this role in NATO, to support the '"democratic"
government of Adnan Menderes, and to support Turkish
economic development under its auspices.
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Unfortunately, the Menderes government was in
chronic financial difficulties, in part because it looked to
American aid to bail it out of such difficulties. During the
negotiations leading to the Baghdad Pact in 1954, Menderes
was in the midst of a fiscal crisis. He visited the United
States and was sent home with an additional $30 million in
""direct forces support.’ 13/ In 1958, when the United
States sought Turkish support for its troubled Middle
Eastern policy, Menderes was again in fiscal difficulty.

A conference had been called among Turkey's major
creditors to settle on the financial reforms Turkey would
have to institute in return for new credits and the extension
of old., The American desire to force harsh choices on
Menderes was rather weak. Special '"facilities' of $359
million were agreed upon, with the United States to supply
$234 million of this. 14/

The Quemoy crisis led to more military assistance,
including more advanced weapons, for Taiwan. But at
heart, the crisis was less military than political; a challenge
to American will to support the Kuomintang and a challenge
to 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 earlier off-shore islands crisis, to
a $70-80 million level in fiscal 1956 and 1957, With projects
shifted to the DLF, ''defense support'' as such stood at $57
million in fiscal 1958, Taiwan was able to support a greater
portion of the cost of its own defense.

As part of its "unleashing" of Chiang in 1953, the
Administration had encouraged him to strengthen his forces
on Quemoy and Matsu., Then the first ""off-shore'' islands
crisis of 1954-55 ended in abandonment of the lesser Tachen
islands and in a Mutual Defense Pact which, much against
Chiang's will, left United States commitment to defend
Quemoy and Matsu ambiguous. Chiang proceeded to place
a high proportion of his more effective forces on these is=~
lands. Their defeat or evacuation under pressure in 1958

74



would have meant a sharp jolt indeed to Kuomintang morale,
notably to its central idea of eventual "return to the main-
land.'" It was for morale as well as broader reasons that
the United States was determined to defend Quemoy and
Matsu, and American officials judged it a poor moment to
deny Chiang any lesser indication of support. Chiang
wanted increased '""defense support,' although nothing in

the economic situation had changed for the worse. ''Defense
support' was increased.

The United States had come on unexpected success
in South Vietnam during 1954-56 by backing Diem. Amid
the many crises pressing elsewhere after 1956, including
one in Laos, policy officials were most disinclined to con-
sider ""rocking the boat'' in South Vietnam by any alteration
in the successful policy of backing Diem.

Unfortunately, Diem's government was not popular,
particularly in the countryside, and the favor shown to the
cities over the villages as well as favor to Catholics over
Buddhists helped to provide the edge of dissatisfaction
which Communist cadres, trained in the north, needed to
resume guerrilla tactics. With the guerrilla challenge
mounting again after 1957, Diem resorted to vigorous
police action in an effort to root out the last vestige of any
opposition to his rule, which produced new dissatisfaction,
Diem wanted to resettle people in "agrovilles" in the high-
lands to improve security there. American aid officials
objected that the proposed settlements would not provide
people with a satisfactory living, but they were overruled.
The "agrovilles' proved an economic, political, and secu-
rity failure, in perhaps that order. Diem wanted a large
army, with all the prestigious paraphernalia of modernity
which also was the only sort of army most American offi-
cers thought appropriate or were prepared to train, With
United States assistance, South Vietnam gained an army
trained to meet massive assault from the north in the style
of the Korean War, but ill-prepared to meet the mounting
guerrilla challenge.

The emphasis of United States economic aid, after
1956, on development projects brought some significant
economic progress, overshadowed after 1959 by the re-
emerging political and security crisis. During 1956-58,
American officials had not wanted to rock a boat so re-
cently righted. Then, with Diem under mounting and
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serious Communist challenge, it seemed no moment for the
United States to withdraw support from him,

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

France, with United States aid, had built a 32, 000~
man Laotian Army. If this was a larger force than seemed
needed to meet the Pathet Lao, it offered to become the
dominant political factor in the absence of a modern govern=-
ment. The United States provided $135 million to Laos dur-
ing 1955-57, most of which, $84 million, was to pay all of
the costs of the army. Laos had paid none of the costs of
this army under France; it paid none now that it 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 three years.

In 1957, a neutralist Premier, Souvanna Phouma,
brought the Pathet Lao into the government. The Pathet
Lao became a '"'political party,' disbanded its main guer-
rilla forces and relinquished control of the northern pro-
vinces. Two Pathet L.ao battalions were to be integrated
into or dispersed within the much larger Laotian army. 15/
The Pathet Lao then won the special 1958 elections, with—
the head of the Pathet L.ac leading the poll in the capital,
in a campaign stressing the corruption of pro-Western
politicians and their close identification with the United
States. It appeared that the Pathet Lao might be elected
to 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 army moved against the Pathet L.ao battalions in April
1959, the Pathet Lao again gathered its main guerrilla forces
and, in July, had considerable success against the much
larger Laotian army. The United States now found itself
supporting a pro-Western government against both neutral-
ists and the Pathet L.ao, and unsuccessfully so on the field
of battle., In 1959, Laos seemed a more acute problem than
South Vietnam.
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Problems in Latin America

The United States was occupied with problems in
the Middle East and Asia when hostile mobs greeted Vice-
President Nixon in Peru and Venezuela. It was clear that
all was not well within the Western Hemisphere. For years
there had been talk of the need to do more here, and to have
less to do with various Latin dictators, but Latin America
had presented few of the Cold War crises so compelling
elsewhere,

Whether the United States had '""neglected'' Latin
America was open to dispute. FEconomic and technical
assistance under the Mutual Security Program over the
six fiscal years 1953-58 was $331 million, a rather modest
sum for all of Latin America when compared with aid for
India, The Eisenhower Administration stressed private
American investments and loans through the Export-Import
Bank and the World Bank as the proper route to Latin Amer-
ican economic development. The Export-Import Bank pro-
vided $1, 435 million in loans to Latin America over the
years 1953-58, considerably more than to any other under-~
developed area, and it stood ready to lend for virtually any
"sound'" Latin development project with good prospects for
repayment, The prevailing American judgment--that if
Latins would only manage their own affairs properly, they
had access to resources ample for successful development--
had some basis in fact,

The immediate American reaction to the attacks on
Nixon contained a strong element of anger, There was as
much feeling that the United States must become more ""hard-
headed' about Latin America as that it ought to increase aid
there, On the other hand, military assistance attracted much
hostile attention among those especially concerned with Latin
American affairs. Although military assistance amounted
to only $200 million over the years 1953-58, the external
defense argument for it always had been weak, and the
Congress remained skeptical of it. Furthermore, military
assistance had become identified in the public mind as the
form of aid which supported dictators, and United States
support for Latin American dictators in turn was said to
be a major source of Latin hostility to the United States.
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The Administration did not ask any increase in aid for Latin
America, and the Congress amended the Mutual Security
legislation to assert that "Internal security requirements
shall not normally be the basis for military assistance pro-
grams to American Republics, "

However, the United States did announce, on August
12, 1958, that it was willing to reconsider its 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
East crisis. In an effort to strike some positive note here,
he would propose an 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 East crisis.

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
at them more seriously, for here, unlike the Arab world,
it was clear that the United States would be the major con-
tributor. 16/ It was precisely for this reason that Latin
Americans long had pressed the idea.

Americans who felt that their couritry must do more
in Latin America welcomed the idea of an Inter-American
Development Bank (IADB), and it was acceptable to the
Congress. The ''capital" of the IADB was to be $1 billion,
which sounded like a major new contribution to Latin develop-
ment. Yet, although the United States was by far the largest
contributor, the Congress was asked to approp riate only $250
million, and that sum to be spread across three years., 17/

One of the standing American arguments against a
new multilateral lending institution for Latin America had
been that it would take a long time to get under way, and
this proved only too true. The IADB was not able to open
its doors for business until October 1960 or to undertake
substantial lending until, under the Kennedy Administration,
attitudes toward the urgency of further aid for Latin America
had changed.

While the IADB was being considered, negotiated, and
organized, the United States did provide some additional
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emergency economic assistance in a few instances in Latin
America., Notably, it put together a $329 million "package'
of stabilization and '"development' loans for Argentina in
1958. 18/ An elected civilian government there, following
the me’l;ge of military rule that had replaced Peron, faced
an accumulation of financial woes. A lesser $158 million
balance of payments ''package' was also arranged for Brazil.
But it was Castro who jolted the United States into a more
sweeping re-examination of its policies toward Latin America,

Aid to Cuba under Batista had been small, sugar
quotas excluded, and as Castro's challenge to Batista rose,
the United States suspended further arms deliveries to the
Batista government. It had already embargoed arms sales
to Castro, This was not the usual American reaction to a
situation in which an anti-Communist government was im-
periled by a group that some Americans portrayed as Com-
munist., The idea that the United States must cease its sup-
port for Latin military tryants, and stop seeing communism
behind all opposition to them, was put into practice here.
When Castro 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 its aid 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 less than it had a year before.

But in the process, the Administration managed to exas~
perate some of the congressmen who had actively supported
foreign aid in the past.

The Administration asked for long«term authorization
for military assistance 19/ but not for DLF., Although the
two-year DLF authorization was due to expire, the Adminis-
tration asked for only one additional year and stated that
further long~-term authorization for DLF would be sought
next year, an inauspicious time as it would be a Presidential
election year.
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The issue was not the magnitude of funds for develop=
ment lending as such. The Administration, with congression-
al approval, had committed the United States to a major ex~-
pansion of funds for development lending outside DLF or 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 from $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 an International
Development Association was proposed by the United States
as an affiliate of the World Bank to permit loans on "softer"
terms than those of the Bank.

The issue concerned the proper role for the United
States '"foreign aid, "' or Mutual Security, program now that
greater funds were to be available for development loans
from other sources. The Administration in effect took the
position that the American program henceforth would give
somewhat greater emphasis to short-term Cold War con-
cerns, particularly through military assistance. The con-
gressmen 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 from the Treasury, an enlargement of the proposal
made by the Administration in 1957, The President, when
pressed for his endorsement, offered lukewarm approval
of a long~term authorization and opposed the Treasury
borrowing he had sought and failed to get in 1957. 20/

In the end, the Congress provided a new two-year authori-
zation for the DLF, or authorization for the remainder of
the Eisenhower Administration.

Little had been resolved, but something had been
lost. The passage of the annual foreign aid legislation,
ever unpopular, depended heavily on a small minority of
congressmen, those willing to support the bill actively,
often at some personal political cost. The Administration
had come to terms with these congressmen in 1957, the DLF
being the major outcome. But the DLF had proved as much
a seeming as a real shift to greater emphasis on long~term
economic development because so many of its loans, such
as those to Iran and Argentina, clearly rose out of short=-
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term policy considerations, In 1958, the DLF had been
removed from the Department of State and made a quasi-
autonomous government corporation, in part to satisfy
those congressmen who wanted development lending re-
moved from the short-term policy concerns of the depart-
ment. However, the Under Secretary of State for Economic
Affairs was made the chairman of the Board of Directors of
the new DLF., The department had no less influence over
DLF lending, only less clear responsibility for it,

The Administration made it clear that it intended no
greater emphasis on long-term development. It did not seek
to come to terms anew with the congressmen who had ac-
tively supported foreign aid but, if anything, to back away
from the terms reached in 1957, The congressmen also
backed away from active support of the foreign aid program,

Of the many reasons for the expansion of funds for
development lending outside the "foreign aid" program, the
deep concern of the Eisenhower Administration with the
worsening balance of payments was of particular import.
DLF loans were ‘''tied' to the prrchase of American goods
in 1959 to ease this situation. At the same time, there was
an increase in funds supplied by the United States and other
countries for lending through multilateral institutions. Pur-
chases made from these funds were not tied to the countries
supplying the funds, but the increase did permit more aid
for economic development through a broader sharing of the
responsibility.

The United States looked with new interest to the now
prosperous countries of Western Europe as a source of in-
creased aid for underdeveloped countries. In January 1960,
the United States proposed a Development Assistance Group
as one of the changes to be made in the Organization for
European Economic Cooperation. 21/ While the Develop-
ment Assistance Group was not a fund or source of economic
aid but a consultative and coordinating body, consultaticn and
coordination was a process in which various countries sought
to justify the magnitude of their aid. It produced pressures
for increases.

The International Development Association grew out
of two additional sets of pressures. In 1956, Senator
Monroney had proposed a new multilateral institution to
put 'excess'' local currency generated by United States aid
in one country to work in others. This appealing idea was
quickly knocked down by the Administration on sound grounds
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that very little ""excess'' local currency existed, true enough
in 1956, and that the United States was not free to transfer
it from one country to another. But Monroney persisted
stubbornly, accepted an amendment to his scheme to include
"goft!" loans such as those of DLF, and in 1958 secured a
Senate resolution requesting the Administration to ""con-
sider' the matter.

Meanwhile the Administration was under pressure
from underdeveloped countries to abandon the long-standing
American opposition to a Special United Nations Fund for
Economic Development. SUNFED had been pressed since
early in the 1950's as a means to secure substantial capital
on much softer terms than offered by the World Bank, and
on less strict standards, to be set in large part by under-
developed countries. To fend off mounting pressure for
SUNFED, the United States in 1957 proposed a U.N. Special
Fund, not to exceed $100 million, to undertake '"pre-invest-
ment'' assistance. The Special Fund was established, but
it failed to dull demands for SUNFED.

Thus caught between pressure in the United Nations
and in the Congress, the Administration at the 1959 meeting
of the World Bank, proposed an International Development
. Association to have capital resources of $1 billion. IDA
loans would be "soft" loans, repayable in the currency lent
but over long terms at 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 in various ways than it had in
1956, and far more than it had contemplated when, with
Point Four, it adopted economic development as an official
objective. But it had become no less concerned with aid for
urgent problems of Cold War, and its own "foreign aid" pro-
gram continued to be heavily focused on these problems.

American frustration with aid had grown. If aid was
to forestall crises and trouble, neither had waned after years
of aid. Furthermore, a growing list of governments~--in Iraq,
Lebanon, Pakistan, Cuba, Turkey, South Korea--supported
by American aid, or thought to be by many Americans, had
been turned out of office as unpopular. This dramatic "evi-
dence'' did much to shape public conviction that all was not
well with aid., The new Administration in 1961 would face a
strong demand that foreign aid be re-appraised and re-~
organized,
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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 asserted as a
"fact' that 'existing foreign aid programs and concepts
are largely unsatisfactory and unsuited to our needs and
for the needs of underdeveloped countries.' 1/ This was
acceptable to congressmen unhappy with aid and to others
who believed that the United States had been too concerned
with short-term problems and crises.

A "Decade of Development'' was heralded. Aid in
existing crisis situations such as Vietnam perforce would
have to continue for the time being, but only until these
crises could be resolved. The United States was to help
transform underdeveloped countries into developed ''self-
reliant'' nations which, presumably, would present few and
lesser crises.

The Alliance for Progress

This '"'new look" seemed appropriate to the crisis
in Latin America, which had been exciting Americans for
more than a year as Castro 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 first American reaction, under President Eisenhower,
had been to try to alert the Latin Americans to their peril
and to secure a united front against Castro. But Latins were
less worried about Castro than excited by his challenge to
the United States, and a meaningful common front was not
to be found.

Major economic, social, and political changes or
reforms within Latin American countries seemed essential
to meet the threat. The Eisenhower Administration in 1960
had sponsored-a Social Progress Trust Fund of $500 million
to ''add the new dimension of social development in a con-
scious and determined effort to further social justice in our
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hemisphere.'" 2/ Kennedy then proposed, or proclaimed,
an Alliance for I_Drogress with massive new aid. It was
hoped that the prospect of such aid would galvanize Latin
Americans into the reforms that seemed essential.

Aid under the Alliance was to be provided "if the
countries of Latin America are ready to do their part,'
The implied negative~-that aid would not be given to those
who failed to do '"their part''--was very important, for the
prospect of aid could hardly be expected to galvanize Latin
Americans into difficult reforms if aid were given alike to
those who undertook these reforms and to those who did not.
This meant, of course, that the United States would have to
be prepared to deny aid in some instances of Cold War cri-
sis~=-precisely what it had not been prepared to do in the
past.

In Iran during the late 1940's and in the Philippines
during 1950-51, the United States had withheld aid pending
major reforms akin to those now sought in Latin America.
But on the whole, where Cold War crisis loomed during the
1950's, as it now seemed to do in Latin America, American
policy officials had been most reluctant to withhold aid be -
cause a country was not doing its part to make the aid ef-
fective. On occasion, the United States had threatened to
withhold aid, or actually had done so, to secure specific
and limited changes, such as alteration in a currency ex-
change rate, clearly necessary if aid were not to be wasted,
The need for broad reforms had been a constant theme and
in many instances, Americans had hoped that the aid they
provided would help to promote these reforms. In general,
the experience had been unsatisfactory, and a conviction had
grown that the reforms somehow had to be brought about if
the Cold War threat was to be met, aid prove effective, and
economic development succeed.

The stronger Latin American governments with pub-
lic support presumably would be the least threatened and the
most able and willing to introduce reforms--indeed to do so
whether the reforms were a condition of American aid. Aid
would flow to these governments under the new Alliance and
presumably be put to good use, thus to further reduce the
threat. But those Latin American governments without pub-
lic support presumably would be the most exposed to re-
volutionary challenge, the likely points of crisis, and also
the least able or willing to undertake the desired reforms.
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Presumably, they were to be denied aid until they did
"their part,' Cold War crisis or not.

It was important that the Alliance be gotten off to
as prompt, sweeping, and successful a start as possible.
The threat posed by Castro was thought real and urgent,
and the galvanizing effect of the Alliance surely would be
lost if it withered and lagged month after month, Further,
as the Alliance was a major item of the Kennedy Adminis-
tration's ''new look' in foreign policy, it could not be al-
lowed to wither or lag for domestic political reasons.

The effort to get the Alliance going led the Admin-
istration to press aid into service in much the pattern of
past emergency aid elsewhere. The idea that aid was to
be denied those who failed to do "their part" was virtually
abandoned in practice. ‘

In his message to the conference establishing the
Alliance in August 1961, Kennedy set the tone by asserting
that ""during the year which began on March 13 with his
proposal of the Alliance the United States will allocate
more than $1 billion in development assistance to Latin
America.'" 3/ This was a three-fold increase and meant
a crash prog;am in which scant regard could be given to
economic development criteria, to say nothing of regard
for whether Latin countries had begun, in actuality, to do
"their part.'"" The American delegation also let it be known
that the United States would have ample funds for any who
happened on crisis, presumably in their efforts toward re-
form. Latin Americans were put on notice, in effect, that
far from aid being withheld pending evidence of concrete
performance on their part, it was to come in massive new
quantity,

The marked feature of aid to Latin America in
fiscal 1962, the first for which Kennedy had full responsi-
bility, was that $319 million of the $477 million administered
by the aid agency was handled by cash transfer. 4/ This
procedure, long used for budget support in Jordan and Laos,
was the quickest and simplest way to pump dollars into
another country, and perhaps the way in which the United
States retained the least control over how these dollars
would be used.

"Development lending' rose if one accepts $50 mil-
lion for emergency balance-of-payments support in Brazil
and a $25 million loan in Chile, both handled by cash transfer,

85



as development lending. DLF, whatever its extensive in-
volvement in past emergency aid, has avoided cash transfer
as too blatant a violation of its official development function.
If one does not accept the loans to Brazil and Chile as devel-
opment loans, development lending in Latin America fell in
the first year of the Alliance. Further, aid for Latin Amer-
ica for the first time became the largest single claim on the
President's Contingency Fund for unforeseen emergencies,

Past aid to Bolivia was often cited as an example of
what had been wrong and was not to continue under the new
Alliance. Aid officials had fought long and hard to reduce
the political support program there and to impose economic
development criteria, with some success toward the end of
the Eisenhower Administration. Aid shrank from $20 mil-
lion in fiscal 1959 to $15 million in fiscal 1960 as the cash
transfer budget support portion was cut by $5 million. Aid
for fiscal 1961, begun by Eisenhower and ending with Kennedy,
was scheduled to remain at the same $15 million level, but
late in 1960 another of the recurrent Bolivian crises broke,
and the Soviet Union entered the picture with a reported
$150 million loan offer. The usual American crisis response
this time was more relaxed, perhaps because officials had
been through crises in Bolivia before. The new Inter-
American 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 restored
to its previous level.

Then the Kennedy Administration, new in office,
sent off a special mission in March 1961 to find a way to
get aid to Bolivia on a new track, The mission, after a
few weeks in Bolivia, recommended a sharp increase, in-
cluding a number of the projects which aid officials had
successfully resisted as uneconomic in 1959 and 1960. By
June 1961, aid to Bolivia had jumped to $27 million. The
new American Ambassador sent to Bolivia in July saw the
crisis as urgent. Aid in fiscal 1962 rose to $29 million
with the cash transfer portion now at a new high of $15
million. For Bolivia, the new ""Alliance' first brought a
reversal of the American reluctance in the immediately
preceding years to continue crisis aid and budget support.
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New Legislation

When Kennedy turned to the Congress in early 1961,
members reasonably satisfied with aid were most difficult
to find. The Democratic majority had grown increasingly
dissatisfied with the conduct of aid under Eisenhower, and
many Republicans had voted for it only to support the Pres-
ident of their party., With a Democrat in office, they could
vote against aid, Furthermore, while a majority of Demo-
crats from the South had voted for aid in the late 1940's
and through the early years of the Eisenhower Administra-
tion, in the late 1950's a majority of Southern Democrats
had voted against aid. This would continue with a Demo-
crat in office,

Major changes were called for if the Congre ss were
to be satisfied. They were proposed. The Administration
also was intent that it should not be outshone by its pre-
decessor in the realm of "economy' in government, but the
massive new aid it proposed for Latin America made this
difficult,

Kennedy first announced that his aid request would
stay within the $4 billion in the budget drawn by the out-
going Eisenhower Administration (which reduced aid from
the $4. 2 billion sought in 1960), with "funds sharply shifted
in terms of their use and purpose.' 5/ The main direction
of the shift, presumably, was to be toward the proclaimed
"Decade of Development.'" When the request was sent to
Capitol Hill, the sum had risen to $4. 8 billion with military
assistance increased slightly and $1, 187 million rather than
$700 million asked for development loans,

The Mutual Security Act, which had served with end-
less amendment since 1951, was replaced by new legislation
and the aid agency was reorganized once more, now to be
called the Agency for International Development (AID). The
most substantive change proposed was new emphasis on
long-term development lending.

Kennedy asked that the DLF, now to be part of AID,
be given authority to borrow $7. 3 billion from the Treasury
over five years and that it receive another $1.5 billion in
repayments anticipated from previous foreign aid loans,
repayments that otherwise would revert to the Treasury.
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In all, the DLF was to have $8. 8 billion over five years,
a major increase, with none of it appropriated by the
Congress. While this was unlikely to please many con-
gressmen, it was essentially what Senator Fulbright had
proposed and Eisenhower had not supported in 1959.
Kennedy also proposed that the DLF shift from loans
repayable in soft currencies to those repayable in dollars.
The new loans would not be exactly ""hard,'" as there was
to be a ten-year ''grace period' with no repayments, and
repayments could be stretched over as much as forty
years; in effect what would amount to grants for a decade
and then become '""hard' loans on very easy terms., 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,' direction.

Aid Problems of 1961-62

The intent to shift toward a '""Decade of Development"
proved difficult to transform into action during the first
eighteen months or two years of the Kennedy Administration.
The situations in A sia which had called for urgent aid did
not disappear. The crisis in Vietnam deepened and the
Administration sought to meet it with new vigor. In Laos,
the Administration thought it necessary to try to negotiate
a return to the neutralist government of Souvanna Phouma,
upset in 1957, and this undertaking called no less for aid.

A new Ambassador to Iran, much as in Bolivia, saw the
recurrent crisis there with fresh eyes, called for new
emergency aid, and got it, New African states were coming
into being and the Administration felt compelled to greet the
independence of each with an aid program of sorts. The
crisis in the Congo brought a need for substantial emergency
aid in Africa, South of the Sahara for the first time.

The combination of as many urgent problems as ever
(or more than ever) with the new crash program in Latin
America made fiscal 1962, the first of the "Decade of
Development, " perhaps the year in the history of aid to
underdeveloped countrics most marked by the use of eco-
nomic aid in response to one or another form of emergency.
‘Such a comparison among years cannot be made strictly, as
too many labels, reporting procedures and uses of aid
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changed. But cash transfers, the most obvious index,
stood at a peak. In fiscal 1960, the last full year of the
Eisenhower Administration, cash transfers were $96 mil-
lion ($83 million of which was for three countries, Laos,
Jordan, and Morocco), or about 5 percent of all economic
aid., They rose steadily through fiscal 1961 to $485 mil-
lion in fiscal 1962, or to almost 20 percent of all economic
aid, Only in fiscal 1954, did cash transfers stand at a
higher level, 6/ and then due to one patently emergency
use--$745 million to help defray French costs in the battle
for Indochina,

Development loans also rose and, understandably,
the Administration chose to point in public to this rather
than to cash transfers. But, just as a considerable por-
tion of ''defense support'' once had been aid for economic
development in substance, so now a significant portion of
""development loans'' in substance was crisis aid.

The Administration adapted an old technique, ''pro-
gram aid,'" commonly used in thé Marshall Plan to new use
in aid to underdeveloped countries. A 'program' loan helps
to finance the general import requirements of another coun-
try. Previously, DLF loans and most other aid for economic
development had been for specific projects~--a dam, factory,
or road complex, In the Marshall Plan, Americans felt that
Europeans knew how to, and would, put their aid to best
use in promoting economic recovery. Quite a different
situation prevailed in underdeveloped countries, and project
aid was favored as a means of controlling how aid would be
used.

Over time, however, a need for '"'program'' aid to
underdeveloped countries had arisen, as some gained capa-
city to manage their development efforts more effectively
and as earlier aid projects were completed. Where com-
pleted factories would not operate at full capacity unless
foreign exchange were made available for imported raw
material and spare parts, 'program'' aid to help supply
these needs made more sense than further project aid to
build more factories. The largest new DLF loan, a $200
million "program!'' loan for India, was aid for economic
development, because India needed such non-project im-
ports in order to move ahead with its development, and
because American officials were satisfied that the Indians
managed their economy and would manage aid in a fashion
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designed to promote development.

If "program' loans met an economic development
need, they also were a handy device with which to shape
DLF funds to meet crisis needs. Emergency balance-of~-
payments aid such as the DLF loan to Brazil previously
was given most often as '"defense support, ' '"special as-
sistance,' or under some other category of the aid legis-
lation that allowed the funds to be transferred with no
particular pretense that they were for long-term economic
development projects. To provide such aid as a DLF loan
was possible but cumbersome, and so long as the greater
part of available aid funds had been in such categories as
""defense support,' the need to resort to DLF in such cir-
cumstances was limited. But now that the new Adminis-
tration, in the name of a ""Decade of Development, ' had
secured a major shift of funds to development loans, it
was short of funds in emergency categories while it had
ample funds available for development. A DLF ''program
loan' handled by cash transfer met Brazil's balance-of-
payments problem as quickly and directly as would funds
allocated from the ''special assistance'' category or the
Contingency Fund. Indeed, a ''program'' loan was suitable
to almost any emergency use of aid.

The Brazilian balance-of-payments crisis arose
largely from Brazilian fiscal mismanagement, and aid
was provided to fend off the political and economic con-
sequences. The DLF ‘''‘program'' loan was aid for economic
development only in the sense that Brazil had to get over
its immediate crisis, as Iran and the Congo had to get over
their crises, in order to move ahead with economic develop-
ment. Since the aid had been provided out of DLF funds, it
seemed necessary to report it as '"development lending, "
and it was also advantageous to report it so, as an integral
part of the new Alliance for Progress, rather than as another
instance of emergency aid.

Surely at no time was the gap so large between what
was said about aid and what was done with it as in 1961-62.
Intractable problems of foreign policy would not be banished
or reduced by proclamation, and the new officials responsible
for these problems found them a good deal more baffling and
urgent than they had when such problems were the respon-
sibility of others,

The Kennedy reorganization of the aid agency also
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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 or offi-
cial of the Department of State who wanted aid pressed into
emergency use. Or they had managed to reduce the size of
such emergency programs, or to insist that the program
conform to some extent to the requirements for economic
development., The Kennedy reorganization, ostensibly to
equip the aid agency for the '""Decade of Development, ' so
disrupted it for almost two years, from early 1961 until
late 1962, that this obstructionist role was no longer played
by aid officials. No one else played it.

The reorganization was launched first of all to satis-
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 all aid officials
would terminate with ICA, so that the new AID could begin
free of the burden of the past, and a '"turn-around in aid
policy' was loudly proclaimed. For 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 or in the
future. The reorganization also was the most sweeping of
all to which the aid agency had been exposed, Old organi-
zational lines changed, and the new arrangements were un-
certain for months. Experienced aid officials had to turn
to their new and inexperienced superiors for guidance as to
what was to be done. The new top officials perforce had to
turn to their more experienced subordinates for guidance as
to what needed to be done, and this guidance could be offered
only out of the past or on the basis of past criteria officially
discredited by the '"turn-around."

When ambassadors sought emergency aid, as for
Brazil, Bolivia, and Iran, aid officials could say why the
DLF had avoided cash transfers in the past or give the
reasons they had resisted emergency aid to Iran and
Bolivia in the past. It was not too difficult for ambassadors
to see that the White House overrode such arguments based
on discredited criteria. Not until AID thrashed out some new
criteria, which turned out to be not so very different from
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the old criteria, would it be in a position to resist 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 to return to the Congress for funds in
1962. New proposals, new faces, and a reorganization had
served to mollify the Congress in 1961. Congressmen now
had a sense that for all the '"'new look, " there was as much
wrong with foreign aid as ever.

The Congress in 1962 made the sharpest cut since
1957. Military assistance ($1.5 billion) was cut by 10 per=
cent and economic assistance ($3.4 billion) cut by 25 per-
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 for Alliance-for-
Progress loans and received $525 million~--in effect to
make a total appropriation of $1.5 billion for all develop-
ment lending. The success of this particular gambit,
however, did not really relieve the disaster on Capitol
Hill or alter the portents of more trouble to come,

A Shift Toward Long-term Economic Development

Kennedy moved to replace the new Administrator of
AID. 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
its way out of the worst of its disruption. This made some
difference but, more important, Bell had been Budget Direc-
tor and his move to AID, at the request of the President, was
a move from a very powerful position to one men were in-
clined to shun. It was, to all 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-
tice, discussion was carried out with the knowledge that
Bell as well as Secretary of State Dean Rusk had access to
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the White House where the real power of decision lay,
This was a major change in the situation that had existed
for many years.

In Marshall Plan and early Mutual Security days,
Paul Hoffman and Averell Harriman had been powerful
men in Washington, and in practice there was much con-
cord between aid officials and those of the Department of
State. Harold Stassen as the first head of FOA had been a
prominent Republican but not one with much influence on
Eisenhower. Stassen was in a position to press a dispute
to the White House, but Eisenhower depended on John
Foster Dulles, Then Eisenhower made it clear that any
dispute between aid and policy officials was to be resolved
by Dulles or brought to him only with the approval of
Dulles. The men who subsequently headed the aid agency
were neither politicians of Stassen's prominence nor par-
ticularly powerful in Washington in any other way. They
had only the faintest hope of ever winning a dispute with
Dulles and less hope of getting the President to overrule
him. Major decisions about the use of foreign aid fell to
the Secretary of State and his immediate policy subordi-
nates, or, in the first year of the Kennedy Administration,
to the White House.

Now, although the forms remained the same, the
political substance was changed, Aid officials began to
gain a degree of control, through Bell, over the major
decisions about the use of aid. Bell, an economist by
training with experience in development planning, was
interested in economic development, This general trait
was shared by the new men he brought into the aid agency
and by officials who had been there for a long time. Given
somewhat more control over aid, AID officials shifted the
focus to long-term economic development.

Aid officials for years had wanted to get out of the
program in Lebanon. It was ended in fiscal 1964. Aidto
Iran was reduced from $54 million in fiscal 1962 ($50 mil-
lion of this cash transfer) to $5 million in fiscal 1964, by
far the lowest point since 1951. All cash transfers re-
turned to the level of the Eisenhower years, $118 million
in fiscal 1964. Supporting assistance, the new name for
defense support and special assistance, was reduced even
though funds for Vietnam grew. In all, much of the shift
Kennedy had proposed in 1961 took place in 1963-64,
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The stress on "'self-help'" in the Alliance for Pro-
gress was difficult to act upon, now that it was taken more
seriously. The United States, already in crash programs
in Latin America, could not suddenly say that aid would be
withheld pending performance on ''self~help” measures, It
had to try to produce the desired changes within on-going
aid programs. Furthermore, the United States was not
really prepared to say precisely what sort of tax or land
reform, what political procedures or measures of ''social
justice,'' another country must adopt to qualify for aid.
Performance was difficult to measure 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 military aborted
constitutional election processes in Peru, Kennedy spoke
of a ""serious setback'' for the Alliance, and aid was cut
off. Within the month aid was resumed. In the face of re-
current fiscal crisis in Brazil, further aid was to be doled
out bit by bit, contingent on changed fiscal policies. How-
ever, the United States soon became increasingly concerned
about the '"leftist" tendencies of the Brazilian Government.
When it was ousted by the military, the United States Am-
bassador urged massive aid in a hurry to support the new
government. He prevailed,

] As it was difficult to get a firm grip on many aspects
of ""self-help, " development planning became the one quite
firm "self-help'" requirement. Aid officials were inclined
to think of development planning less as ''self~-help' than as
an essential prerequisite to successful development. Pre-
sumably, every country, especially the poorer, needed an
elaborated vision of what resources it had and how it pro-
posed to use these resources together with the aid available.
In sharp contrast to measures of '"social justice,'' the pre-
paration of a development plan was essentially a technical
undertaking, accomplished in a finite span of time which
could be asked of another country, It was a task for which
economists influential in AID had special enthusiasm and
skills,
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Aid for Africa

Aid for Africa raised the old problem of prolifer-
ation of aid programs, It had become acute by 1963, The
United States had welcomed the independence of African
countries but not the idea of a whole new continent of po-
tential claimants on its aid. The United States wished
Africans well in their efforts toward economic develop-
ment and hoped to leave the main responsibility to the
former European metropoles, confining itself to a role
of "junior partner.' Americans also hoped, at least prior
to the Congo crisis, that Africa might be kept out of the
Cold War, as Africans insisted it must be, and that
European nations could deal with such lesser crises as
might arise.

With the independence of Ghana in 1958, the first
of the wave to come, the United States thought it necessary
to offer aid for economic development. It was prowviding
aid to Liberia, Ethiopia, across North Africa, and else-
where in the world. To fail to offer aid to Ghana could be
taken as a mark of American disinterest or antagonism,
The same essential reasons were brought to bear when the
next country became independent, and the next, until by
1963 the United States had begun in 27 new African nations
and saw no easy way to stop. There was a broad official
position within the Department of State that this was not
to happen--that the independence of a new country was not
itself a sufficient reason for aid. But case by case, offi-
cials responsible for policy toward Africa felt that this
broad position could not be applied to their particular,
present problem.

French African territories moved toward independ-
ence in close cooperation with France. Here, if anywhere,
the need for the United States to make an additional con-
tribution was small. But as the independence of these
countries from France was challenged by other Africans,
Americans felt it essential that the United States not lend
support to this charge by failing to extend some aid. Guinea
broke with France and was denied French aid., It, of all the
French African territories, did have need for American aid.
The United States hesitated, out of concern for France, only
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to see the Soviet Union come forward, This soon ended the
hesitation.

Most programs in Africa were quite small and came
to be called, with unusual frankness, ''presence' programs;
that is, necessary to give the United States Ambassador pro-
per access to and influence with local officials. This was
not new or special to Africa. Foreign aid steadily had be-
corne a substitute for, or necessary supplement to, the lav-
ish diplomatic ""entertainments' once essential to the smooth
and effective conduct of diplomacy. American Ambassadors
reported to Washington that either some foreign aid must be
forthcoming or their diplomatic function would be impaired--
how seriously was a matter of judgment. But if the old
"entertainments' placed serious demands on the constitu-
tion of a diplomat, they ended by midnight. "Aid for eco-
nomic development,' however small, carried a strong im-
plication of United States commitment to the successful
development of the recipient country. There was no easy
way to tell the government or the populace that this "en-
tertainment' ended at midnight when the coach turned back
into a pumpkin. On the contrary, an ever larger program
often seemed required to maintain the ""presence' effect.

. Some Americans, including the Assistant Secretary

of State for African Affairs, felt that the United States must
make a serious, large-scale effort, such as the ""Alliance
for Progress,' to help develop Africa. This posed arew
the old and basic question of what the United States must
try to do and where. Indeed, it was not Africa alone that
posed this question.

The New Divergence Between Aid and Policy

The basic Cold War posture of containment, which
called for the United States to respond to crises where and
as they arose, remained in force and had come to apply to
crises arising in all underdeveloped areas~--Africa and Latin
America as well as Asia and the Middle East, The '"Decade
of Development, " however, was to be a major alteration in
the tactics by which containment was to be pursued. While
the United States would continue to respond to crises, it was
to make more effort, in aid for economic development, to
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get a jump ahead of crises, thus to forestall them. It was
clear enough where this new tactic could not be applied--in
crisis spots such as Vietnam or the Congo--but far from
clear 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 crisis.
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 far from convinced that the United States could press
development forward at a faster pace in any country, or
that additional massive aid was needed. They sought to
focus on the few countries where conditions for develop-
ment were favorable, and thought twenty or 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 somewhere at the earliest
time. But what was to be done about the many where con-
ditions for aid were not promising? To wait until crises
arose in these countries was precisely the pattern of the
past which the '"Decade of Development" was intended to
correct.

Of the many efforts to erect a ''strategy of develop-
ment" which would fit within the broader framework of for-
eign policy, the most influential, first set out in the middle
1950's, 7/ is worth notice. On the basis of the plausible
idea that economic growth proceeded by stages, one of
which brought a "take=~off' into ''self-sustaining' growth,
the United States was to concentrate its aid on the countries
nearest 'take-off'" so that they would reach "self-sustain-
ing'' growth at the earliest moment, They then would have
little further need of aid, and the United States could con-
centrate its 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 time and eventually help all to develop with the
smallest immediate outlay of funds.

This highly attractive scheme influenced the DLF in
the late 1950's, influenced the '"Decade of Development' pro-
nouncement, and then was made virtually official aid doc-
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trine in the early months of the Kennedy Administration,
Its major flaw became seriously troublesome only when
AID gained sufficient control over its programs to act in
some accord with its ""doctrine.' The idea of stages of
economic growth had been a favorite of German economic
historians, with much regret, 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 easier to demonstrate at
what stage underdeveloped countries presently stood, al-
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'" or that
some of the new programs just begun in Latin America were
in accord with the '"doctrine.'" It was abandoned as a '"doc-
trine' in favor of a pragmatic compromise between aid of-
ficials, who wanted to focus aid where it would most effec-
tively promote development, and policy officials who thought
some countries more importznt than others for reasons
other than their promise for economic development. The
two agreed on India and compromised in one degree or
another on assorted ""best bets' for aid.

India, Nigeria, and Brazil regularly appeared at or
near the top of various lists of '"best bets.'" Each was the
largest country in its area, and the largest could be said
to be the most important. Each had the size, perhaps the
resources, which seemed necessary for a modern developed
country, a characteristic not shared by many underdevelop=~
ed countries. India had demonstrated capacity to.put aid
to effective use for economic development, and Nigeria
seemed more promising in this respect than any other
African country. Brazil 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 Progress
effort throughout Latin America was to be reduced. The
sense of urgent Cold War crisis in Latin America had
faded, 8_/ and the Alliance had become less a crisis re-
sponse and more what it was said to be. The United
States proceeded to provide increasing amounts of aid
under the Alliance as it got underway, although not out
of conviction that it was particularly feasible to promote
economic development in Latin America.
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By looking only at what was done with aid, ignoring
many things that were said, one could see the United States
acting as though it had decided on a return to emphasis on
a traditional area of special concern, or ''sphere of in-
fluence, ' in Latin America. Where aid had been concen-
trated heavily on Asia in the 1950's, by 1964 the pattern
had changed to one of concentration of economic aid on
Latin America. If the '"Decade of Development, ' when
announced in 1961, had been meant to apply to all under-
developed areas, the United States had come to apply it
especially to Latin America, and its future application to
other areas had fallen increasingly in doubt.

In Vietnam, of course, the United States was acting
as though the basic policy of containment everywhere was
quite as alive as it ever had been. But much of the urgent
impulse of earlier years clearly had faded in other areas,
and there was much talk of détente with the Soviet Union.
When the United States responded to the Indian-Chinese
clash with military assistance for India, Pakistan strongly
objected and turned to find a new accommodation with China,
The United States tried to dissuade Pakistan from this course
but failed. There was neither the clamour of dire prediction,
nor the emergency response with aid that surely would have
marked such an event in the 1950's. Nor was the United
States so worried as it long had been about the continuing
precariousness of the Iranian Government or about Nasser's
activities. Indeed, while Africa had become something of
a new crisis area, the Middle East had become, for Ameri-
cans, an area of relative quiet and, perhaps, ''meglect'; a
situation probably capable of change on short notice.

Much hinged on the outcome of events in Vietnam.
For a full-scale war in Asia, or American withdrawal from
Southeast Asia, or an intensified and spreading effort to con-
tain Communist China amid some détente with the Soviet
Union, would mean major change in American foreign policy;
and major changes in foreign aid would ensue,
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VI. CONCLUSION

In January 1950, shortly before the United States
launched in earnest on aid to underdeveloped countries,
Secretary of State Acheson set ocut the problem in terms
not easy to improve upon some fifteen years later:

American assistance can be effective when
it is the missing component in a situation which
otherwise might be solved. The United States
cannot furnish all the components ., . . . It
cannot furnish determination, it cannot furnish
will, and it cannot furnish the loyalty of a people
to its government. But if the will and if the de-
termination exists and if the people are behind
their government, then, and not always then, is
there a very good chance. 1/

The emphasis was on the limits of American power to alter
the world and the course of events. In the same speech,
Secretary Acheson drew the United States defense peri-
meter in Asia so as to exclude areas which it was thought
the United States could not wisely attempt to defend. Pre-
sumably, where aid was not the only '"missing component"
and there was not a '"good chance, " by far the more numer-
ous and troublesome situations, it was going to be necessary
for the United States to come to terms, however, unpleasant,
with the limits of what it could accomplish.

At the same time, however, the Truman Administration
was considering a new venture with aid to try to do something
about the difficult situation in Southeast Asia, where aid quite
clearly did not offer a very good chance. Soon, with the
Korean War, this effort to try in unpromising situations,
to press beyond the limits of what aid could sensibly be ex-
pected to accomplish, became the dominant and enduring
theme, Over the years, the United States has tried 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 Secretary Acheson set out the sensible limits of
aid in 1950, the Alliance for Progress in 1961 perhaps
marks the most ambitious effort to transcend these limits,
Here the United States undertook not just to provide a
"missing component, " aid, but to stimulate or bring into
being all the other components recognized to be missing
and to be essential to the success of aid. Like much else
in the experience with aid to underdeveloped countries, the
Alliance for Progress has been far from a resounding suc-
cess and perhaps equally far from an abject failure, The
sensible limits by no means have been the true limits of
what might be accomplished with aid.

The major reason these limits have proven larger
is that with aid the United States never provides a single
""missing component.' It always provides at least two
components, aid 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 aid itself.

Military assistance could not give Turkey the abil-
ity to withstand Soviet military attack in the late 1940's.
That the United States stepped in with the concrete action
of military assistance, however, at least as much as the
assistance 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 most uncertain, but Turkey no
longer felt entirely isolated before the vast superiority of
the Soviet Union,

Massive aid to the new Diem government in South
Vietnam in 1954 helped to meet relief needs, payrolls, and
some of the demands for work and for consumer goods, all
important but hardly the key to the survival of the Diem gov=-
ernment in so 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 rash and potentially
dangerous act if his government soon fell. The action of
the United States in providing massive aid, as a very con-
crete and unambiguous indication of support for the Diem
government, probably changed how men calculated the odds,
and contributed more to Diem's early success than the as-
sistance itself, The United States did not just provide aid
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but, as the saying goes, threw its weight on the scales,

In a different way, the potency of the Alliance for
Progress lies not in the magnitude of aid alone. Because
the United States had ''neglected' Latin America during the
1950's, the Kennedy Administration had an opportunity to
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 aid and the success of aid are in-~
extricable.

The action in providing aid, of course, has not al-
ways supported the purpose for which the aid was given.
The United States sought to support the Nuri es-Said govern-
ment in Iraq prior to 1958, and military assistance pro-
bably had that effect in and of itself. But the connection
between military assistance and the Baghdad Pact, as well
as the close identification between Nuri and the United States,
undermined his government. The persistent eagerness of
the United States to continue aid to Indonesia, in the face
of indifference and insult by the Sukarno government, was
a consequence of the felt need to maintain access to that
government amid a troubled and .precarious internal situa~-
tion. The access was maintained, but the eagerness to
maintain it evidenced by continuing aid perhaps destroyed
its value. It is less important to have ready access to
another government than to be heard with respect, and a
Great Power too eager and concerned is easily taken to be
frightened and held in contempt.

The fashion in which the action in providing aid and
the aid come together, either in mutual support or the one
undermining the other, is most important. There is no
formula for this, Indeed, it is difficult, save with the wis-
dom of hindsight, to distinguish between a situation such as
that in Iraq and that in South Vietnam. Nuri and Diem were
similar men~~-both tough, able, and none-too-popular politi~
cians in a difficult situation where there were no better al=~
ternatives, After the fact, it would seem to have been wise
if the United States had not undertaken to try to support
Nuri., But before the fact, it would have been easy to have
judged that it was wise to support him, as a man who would
succeed, and unwise to support Diem, as a man who would
fail where no one could succeed. Here, as elsewhere in
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foreign policy, shrewd assessment of men and situations,
as well as just plain luck, count for much.

It is often said that in its emergency aid to such cri=-
sis spots as Bolivia, Iran, and South Vietnam, the United
States bought time and failed to put it to good use. There is
some truth and some misleading simplification here.

The United States, of course, did not set out to buy
time but to surmount a crisis judged real and threatening,
and with little reason for confidence that it would indeed be
surmounted., Furthermore, in such countries, crises have
a way of beginning, or flaring up anew, in a clear enough
fashion but of never really coming to an end. There is no
alternation between crisis and stability, There are moments
when the worst seems about to happen, and times when it has
recently been avoided and the elements of new crisis can be
seen. These periods of relative quiet in which new crisis
seems to be building are never the right moment to cut off
emergency aid or to press for major changes which might,
on the far horizon, strike at the causes of continuing crisis.

In retrospect, it is easy to conclude that in a number
of cases the United States exaggerated how seriously a crisis
affected its interests. But these retrospective judgments
are too facile. Only in crises which were not surmounted
is it demonstrably clear how seriously they affected the in-
terests of the United States. And such retrospective judg-
ment about a past crisis in, say, Bolivia, offers little
guidance to the next crisis in, say, the Dominican Republic.

It seems more useful to note that the past inclination
to treat emergency aid of various kinds as a peculiarly tem-
porary endeavor has hardly been borne out by experience.
Indeed, the existence of a real crisis and the intensity of
the difficulties which bring it into being and call for emer-
gency aid point toward a problem likely to be enduring. To
hope to find early opportunity here to achieve sweeping
changes, to stimulate long-term economic development, or
to bring emergency aid to an end, seems illusory. If the
United States is not to leave such countries to cope with
their own crises, and focus its serious aid efforts elsewhere,
some greater effort at long-term crisis '"planning' or man-
agement seems required, and it is a great deal more diffi-
cult than planning for long-term economic development,
Periods of relative quiet perhaps should be used to try to
secure quite modest changes, in the expectation that there
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are more crises 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, rather than what can be
done to transform it in a brief period of time,

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
times in the past, for general ideological support from as
many countries as possible, This has faded as the United
States has gained greater experience and confidence in the
Cold War, and with the recent detente with the Soviet Union.
Many underdeveloped countries vociferously rejected the
idea that aid might be seen as a quid pro quo for such ideo-
logical support. The efforts to press aid into service here
probably can be summed up as unnecessary and ill-suited
indeed to this realm of ideas and emotions.

The second reason has been the need for cooperation,
and the give and take which produces it, on a wide variety
of issues and problems, notably in the United Nations. This
has not faded but grown as more underdeveloped countries
have entered the United Nations and the necessary majori-
ties there increasingly have depended on their votes, The
idea that no quid pro quo should be asked in return for aid
has governed here as well, although practice has diverged
from it on occasion. But here the idea has a different
character--not that ideological support is too gross a re-
turn for aid, but any return, even support on an issue in
which the underdeveloped country may have little interest,
is inappropriate, It seems likely that one of the major
questions for the future is whether aid should not be in-
cluded within the broad process of give and take on concrete
issues which produces cooperation among mature, indepen-
dent, and equal nations.

One characteristic of efforts to promote economic
development is that it has been, is now, and is likely to be
for some years to come, too soon to tell whether or not
they will prove a success. Taiwan and Israel are perhaps
the exceptions. Israel was an underdeveloped land on
which a highly educated and skilled, largely European people
were set down, and which received an enormous influx of
aid from the United States and other sources. Taiwan has
had an exceptional concentration of educated and skilled
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Chinese and a heavy concentration of United States aid,
largely as ""defense support'' in the early years. As
exceptions, they tend to show that if the United States
could transform the population, skills, and attitudes of
underdeveloped countries and give them a heavy influx

of aid, development probably would go forward much
‘-more rapidly. But to transform the population apparently
is to take a generation or more.

In the meantime, the United States without much
doubt is going to be faced with immediate problems and
crises as usual, among them, it seems clear, the re-
lationship between Taiwan and Communist China, and
the relationship between Israel, perhaps with nuclear
weapons, and the Arab states. It is, to say the least,
far too soon to tell what economic development, if
successful in a number of places, is going to mean for
the United States. If some part of the hopes placed on
it are realized, it will have been very worthwhile. But
what it will mean in time is going to depend in very large
part on how the United States copes with the flow of more
immediate problems and crises that shape the course of
events leading into the future,
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6. Sec. 511. (a) No military, economic, or technical assistance
authorized pursuant to this Act (other than assistance provided under
section 408 (e) of the Mutual Defense Assistance Act of 1949, as
amended) shall be supplied to any nation in order to further military
effort unless the President finds that the supplying of such assistance
will strengthen the security of the United States and unless the recip-
ient country has agreed to--

(1) join in promoting international understanding and good
will, and maintaining world peace;

(2) take such action as may be mutually agreed upon to
eliminate causes of international tension;

(3) fulfill the military obligations which it has assumed
under multilateral or bilateral agreements or treaties to
which the United States is a party;

(4) make, consistent with its political and economic stability,
the full contribution permitted by its manpower, resources,
facilities, and general economic condition to the development
and maintenance of its own defensive strength and the defensive
strength of the free world;

(5) take all reasonable measures which may be needed to
develop its defense capacities; and

(6) take appropriate steps to insure the effective utilization
of the economic and military assistance provided by the United
States.

(b) No economic or technical assistance shall be supplied to
any other nation unless the President finds that the supplying of such
assistance will strengthen the security of the United States and promote
world peace, and unless the recipient country has agreed to join in pro=-
moting international understanding and good will, and in maintaining
world peace, and to take such action as may be mutually agreed upon
to eliminate causes of international tension.

7. On this episode with Indonesia, see: The Economist (L.ondon),

March 1, 1952, p., 518, and April 19, 1952, p. 152. U.S. Depart-
ment of State Bulletin, March 10, 1952, p. 399 and Feb. 9, 1953,

p. 220, New York Times, Feb. 24, 1952, Sec. IV, p. 2.

8. Secretary of State Dean Acheson, Mutual Security Act of 1952,
Hearings before the Senate Committee on Foreign Relations, 82 Cong.
2 sess., p. 117.

9. The Marshall Plan included provision for overseas territories.
These programs were conducted largely by Eurcopean officials, but
the United States was identified as the source of aid.
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10. Mutual Security Act of 1951, Hearings, pp. 654, 659,and 644.

FOOTNOTES, CHAPTER III

1. The Truman budget message of January 1953 called for $7. 6 billion,
roughly the same level as the preceding year. Eisenhower sought $5.1
billion, and the Congress appropriated $4.5 billion, or an ultimate 40
percent reduction from the Truman proposal.

2. It was both, of course., It allowed the French government to con-
tinue its expenditures in Indochina without raising the necessary revenues
in France.

3. EllenJ, Hammer, The Struggle for Indochina (Stanford University
Press, 1954), p. 313.

4. This substantial estimate was not made public amid the early stress
on 'economy' and reductions in foreign aid.

5. This has been all but officially admitted. See: Allen W. Dulles,
The Craft of Intelligence (Harper, 1963), p. 224; and R. Harkness,
"Mysterious Doings of the CIA,' Saturday Evening Post, Oct. 30
and Nov. 6 and 13, 1954,

6. P, L. 216 passed in August 1953, This legislation had been
requested to give the United States flexibility to meet emergency
famine conditions outside the Mutual Security Program.

7. $3 million of this was commodity imports which had much the
same budget support effect as in Iran. $1.4 million was agricultural
machinery.

8. U. S. President, Report to the Congress on the Mutual Security
Program for the Six Months ended December 31, 1953 (1954}, p. 48.

9. It also asked that $2.5 billion in military assistance funds not

yet obligated be reappropriated. The '"'pipeline, ' funds obligated

but not yet spent, stood at $6 billion. U, S. Department of Defense,
Military Assistance Facts, May 1, 1963, p. 2. Thus again the effect
of the cut was not an immediate reduction of military assistance to
NATO.

10. U. S. President, Mutual Security Program, message to the
Congress, June 23, 1954,

11. As the authorizing legislation was for one year only, the
Congress had only to fail to pass new legislation to terminate aid
and the aid agency. Legally, the terminal date was a reiteration.



12. U. S. President, Report to the Congress on the Mutual Security
Program, for the six months ended June 30, 1957 (1957), p. 24.

13. Total economic aid to Iran in fiscal 1955, then carrying an
overall label ""development assistance,' was $65, 6 million. Of
this $49. 8 million was stated officially to be budget support and
probably more should be counted as such. Economic aid in fiscal
1956, labeled '"defense support, " was $57.5 million. Of this,
$23 million was a cash transfer and $34 million was commodity
imports, both in effect budget support.

14, Majid Khadduri, Modern Libya: A Study in Political Develop~
ment (Johns Hopkins Press, 1963), pp. 252ff.

15. It appropriated only $100 million of the $200 million request,

but on the basis that the Administration could return for the additional
funds. This was not a rejection as the Administration readily admitted
that it saw no need for the whole $200 million during the first year.

16. Secretary Dulles' open irritation with India was of help here.
When Dulles testified that there was a Cold War need to aid Indian
development, it was hard to argue that he was being soft-headed
or hiding a personal desire to help out the Indians under a facade
of Cold War rationale.

FOOTNOTES, CHAPTER 1V

1. The Administration requested a $4. 6 billion total, or almost $2
billion more than appropriated the year before. The increase sought
for military assistance was $2 billion. The Congress cut this to
$900 million and the overall total to a $3. 7 billion appropriation.

2. $52 million, of which $15 million was earmarked for Guatemala.
Defense support funds were largely for underdeveloped countries.
Of the $1. 6 billion total, $874 million was for Asia, $168 million
for the Near East and Africa, $68 million for Europe {$50 million
for Spain), and $52 million for Latin America,

3. The Administration also asked for a new $100 million special
fund for "nonmilitary'" uses in the Near East and Africa, which would
have provided funds for Aswan during the year to come.

4, Sec., 14. "It is the sense of Congress that in the preparation of
the mutual security program, the President should take fully into
account the desirability of affirmatively promoting the economic
development of underdeveloped countries, both as a means of ef-
fectively counteracting the increased political and economic emphasis
of Soviet foreign policy and as a means of promoting fundamental
American foreign policy objectives of political and economic self-
determination and independence."
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5. An agreement to place Jordanian forces under a joint command
to be headed by an Egyptian general was the feature of this transitory
alignment most disturbing to Americans.

6, A $4.4 billion request was indicated in the President's January budget
message. This was reduced in his May foreign aid message to $3. 8 bil-
lion on the basis of anticipated ''savings'' in military assistance, that is,
funds the Administration did not expect to obligate by the end of the fiscal
year and asked the Congress to reappropriate, another form of "pipeline!
manipulation,

7. Mutual Security Act of 1957, Hearings before the House Committee on
Foreign Affairs, 85 Cong. 1 sess., pp. 600 and 1317.

8. A three-year authorization was sought for military assistance and
also denied by the Congress.

9. Most of the remainder of the $300 million was committed or allocated
in some preliminary form, but this was done under some pressure to
show that there was need for more funds in the immediate future.

L4
10. The constriction would have been sharp had not $52 million of un-
obligated fiscal 1957 '"development assistance'' funds been carried over
and obligated in fiscal 1958, after ''development assistance' ostensibly
had been replaced by DLF.

The constriction of new funds, it should be noted, did not mean an
immediate reduction in expenditures. In India, for example, expenditures
rose although none of a $75 million DLF loan was disbursed. These were,
by and large, expenditures of funds obligated, or made available, in pre-
vious years.

11. Pakistan was second with $132 million and Iran third with $78 mil«~
lion. On the basis of aid per capita, India was not a major recipient.

12. A pronounced cut was made in DLF funds, from $625 million to a
$400 million appropriation, in part because it was hard to argue that the
DLF needed all the new funds sought, in part because this was not con-
sidered crisis aid,

13. That is, commodities such as food, gasoline, textiles for direct

use by the armed forces. ''Direct forces support'' had much the same
effect as '""defense support" but was easier to justify as a form of military
assistance. ''Direct forces support'' gasoline meant that the Turkish
armed forces need not purchase this gasoline on the market, to reduce
supplies there. "Defense support'' gasoline increased supplies on the
market and permitted the armed forces to purchase there.

14, Part in increased '"defense support,' part through DLF, and part
by the Export-Import Bank.

15. Which meant that the United States presumably was to pay all of
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the cost of these Pathet Lao soldiers as part of its support for the
Laotian army.

16. Eisenhower made quite clear in his proposal to the Arabs that he
was not suggesting a major contribution from the United States but that
oil-rich Arab states be the major contributors. The idea of such an
Arab institution in which rich states would make funds available to the
poor was anything but new in the Arab world, and had been persistently
defeated by the disinclination of the rich but weak states to put their
wealth under the control of their poor but strong fellows.

Although some Latin American states, notably Venezuela, had oil
revenues, none had any marked surplus of wealth, surely 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 to be paid in and $450 million ''callable' or as
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 to the Fund for Special
Operations. Its affirmative vote was required for any loan here. Its
contribution to the $850 million "ordinary' capital was $150 million
paid in and $250 million ""callable, "

18. The "package' consisted of $125 million from the Export-Import
Bank, $50 million from the Department of the Treasury, $54 million

from private U.S. banks, $25 million from DLF and $75 million from
the International Monetary Fund. This DLF loan was the largest to a
Latin American country during this period.

19. It was successful here for the first time, The Congress authorized
military assistance for fiscal 1960 and '"such sums as may be necessary'
in fiscal years 1961 and 1962, which meant that the Administration in
these later years had to return for appropriations but.not for authorizing
legislation, The successful tactic was to have the long~term authori-
zation recommended by a committee of prominent citizens, the Draper
Committee or President's Committee to Study the Military Assistance
Program, rather than by the Administration itself.

20, See the exchange of letters in: Council on Foreign Relations,
Documents on American Foreign Relations, 1957-1959, (Harper,

1960), pp. L34ff.

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

l. U.S. President, Foreign Aid, message, March 22, 1961,
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2., Under Secretary of State Douglas Dillon at Bogota, Sept. 6, 1960,
U.S. Department of State Bulletin, Oct. 3, 1960, pp. 533ff, Of the
$500 million, $394 million was to be administered by the new Inter-
American Development Bank, which thus was given a new function at
the moment it opened its doors for business. ICA administered another
$100 million and $6 million was assigned to the Economic and Social
Council of the Organization of American States.

3. A figure of $20 billion over the decade was offered by Douglas
Dillon, who led the American delegation, as potential resources from
abroad, not just from the United States.

4. These totals include $100 million for Chilean relief and reconstruc=
tion. Lest it seem unfair to include this as political emergency aid, it
should be noted that the Chilean earthquake came in 1960. There was
then a humanitarian emergency need for commodities and medicines of
the right sorts, not for dollars. It was met then as best the United
States could, The use of cash transfer in fiscal 1962 (July 1961 -June
1962) was chosen for political support reasons, not for those of emer-
gency relief.

5. U.S. President, Budget of the United States Government Fiscal Year

1962: Budget Message and summary budget statements (1961).

6. Cash Transfers--Net Commitments in millions by fiscal years

1955 - $160 1959 - $ 146
1956 - 77 1960 - 96
1957 - 51 1961 - 227
1958 - 91 1962 - 485

Source: AID, Management Report, Special Issue, Data as of June 30,
1962, p. 6.

7. Max F. Millikan and W.W. Rostow, A Proposal: Key to an
Effective Foreign Policy (Harper, 1957); W.W. Rostow, The Stages
of Economic Growth (Cambridge University Press, 1960).

8. The Cuban missile crisis of 1962, it should be remembered, was
a military crisis between the United States and the Soviet Union, not
one over Castro's influence in Latin America.

FOOTNOTES, CHAPTER VI

1. U.S. Department of State Bulletin, Jan. 23, 1950, pp. 116-17.
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