By E. S. Kerber <%

U. S. Government Foreign Aid
in Fiscal Year 1951

GROSS foreign aid furnished by the United States Gov-
ernment in fiscal year 1951 declined to approximately $4.9
billion, the least in any year since the end of World War IT,
as the continued reduction in economic aid more than offset
a rise in military assistance. The decline in economic aid
followed schedules established in part as a result of the nota-
ble advances in economic recovery through 1950 in the
European-recovery program areas. Mailitary assistance in-
creased rapidly in both relative and absolute terms during
the year and comprised 33 percent of gross foreign aid in the
last quarter. On the whole, gross aid had tended to decrease
since the peak established during the first year of the Euro-
pean-recovery program.

The low point in aid actually occurred at the beginning of
fiscal year 1951. During the year, the trend reversed as

oss grants and credits increased from a low of less than $1

illion in the July—September 1950 period to $1.4 billion in
the 3 months ended June 30, 1951. During this last quarter
aid was Frovided at the highest annual rate ($5.6 billion)
. since early in fiscal year 1950. Thus, the total decline in
fiscal year 1951 was only 5 percent from the preceding year.

Net foreign aid, which takes into account the receipt by
the United States Government of reverse grants and returns
of grants and of principal repayments on credits, was $4.5
billion in fiscal year 1951, slightly less than in the previous
year. Because returns experienced a relatively greater
decline—32 percent, in contrast to the 5 percent for gross
aid—net aid displayed less change in the 2 years.

Postwar aid approaching wartime total

By June 30, 1951, gross foreign aid rendered by the United
States Government in the six postwar years stood at $33.2
billion, with its composition as shown in table 1. From
the beginning of wartime activity in July 1940, 11 years of
foreign aid had brought the aggregate value of Eooc!vs, serv-
ices, and funds furnished on & grant or credit basis to the
immense amount of $82.4 billion ($71.6 billion net). This
is exclusive of the Government’s investment of $3.4 billion
in the International Bank for Reconstruction and Develop-
ment and the International Monetary Fund.

The Communist invasion of South Korea, coming at the
beginning of fiscal year 1951, spurred congressional authori-
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zation of additional military assistance to the free nations
of the world. Although actual aid was at a nadir, $9 billion
was added during fiscal year 1951 to the beginning carry-over
of $5 billion available for foreign aid. a result of the
relatively slow use of these resources during the year, as of
June 30, 1951, almost $10 billion was still to be furnished
as aid under existing legislation. Appropriations and credit
authorizations excecding $8 billion were added through
October 1951. If these available funds are fully utilized,
cumulative postwar gross foreign aid will then exceed $50
billion—more than the gross foreign aid b‘{’ the United
States Government during the entire World War II period.

Grants dominate foreign-aid picture

Since the beginning of the European-recovery program,
the United States Government has recognized that current
foreign aid was required predominantly on a grant basis.
However, aid in the form of credits continued in relatively
small amounts. Such aid equaled $419 million in fiscal
year 1951, almost identical to the amount in the preceding
year. Principal repayments on credits displayed only
slightly more of a change. Net credits thus continued at 3

ercent of total net aid—in contrast to 50 percent in the
immediate postwar period. .

Congressional requirements had established a floor under
European-recovery credit (as opposed to grants); subsequent
credits only slightly exceeded this minimum. Intheattempt
to increase the proportion of credit to grant aid, the Congress
in the Mutual Security Act of 1951 stipulated that no less
than 10 percent of the economic aid to Europe should be on
credit terms. .

Since grant assistance constituted the bulk of %:'oss foreign
aid in recent years, it was in this form of aid that the sig-
pificant fiscal year 1951 shifts occurred. Military-aid grants
under the mutual-defense assistance program gathered
momentum, and increased steadily in the year and a half
following their inception to total nearly $0.5 billion in the 3
months ended June 30, 1951. Although such aid amounted
to over $1.2 billion for the fiscal year as a whole, it was still
exceeded by economic assistance furnished through Euro-
pean-recovery grants and credits which totaled $2.5 billion
in fiscal year 1951. However, the latter had declined by
$0.9 billion from the previous year.

Government agencies return as exporters

Another important indication of the changing character of
forcign aid was the increase in the portion furnished directly
as goods and services by United States Government agencies.
After the end of World War 11, the Government preferred to
finance most of its foreign aid through private trade and to
withdraw Federal agencies as the actual exporters. This
Government policy was intended to foster private inter-
national trade. In fact, during this postwar period foreign

overnments were urged to withdraw purchasing missions
%rom the United States as & stimulant to the return of trade
to private channels.

Hence, the proportion of gross foreign eid actually fur-
nished by Federal agencies as goods and services had de-
clined from nearly 100 percent during the war, to 90 percent
in fiscal year 1946—the first postwar year—and then as far
as 28 percent in fiscal year 1950. After reaching a low point
of 21 percent of total gross aid in the last quarter of that
year, goods and services assumed more significant proportions
and almost equaled cash aid in the last qarter of fiscal year
1951.

This return of the Government to a supply function con-
firmed the greater influence of military assistance in aid,
since military items are provided directly by the Govern-
ment, not through financing of private-trade channels.
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British improvement leads to economic-aid
decline

The European countries which were members of the
Organization for European Economic Cooperation (OEEC)
recoived three-fourths of the United States Government
foreign aid in fiscal year 1951, almost as large a proportion
as in the preceding year. The European recovery program
itself, however, represented only 69 percent ?)rfvthe $3.6
billion in aid furnished this area in the 12 months ended
June 30, 1951, compared to 87 percent in fiscal year 1950.

Over half of the $934-million decline in European recovery

nts and credits in the fiscal year was in aid to the United
ingdom, which received only 43 percent of the amount it
had received in fiscal year 1950. This decline was most
evident in the 6 months following December 31, 1950, after
which date aid allocations to the United Kingdom were
almost completely curtailed under this program. The
European-recovery aid which did continue to flow to the
British was in f ment of earlier allocations. Curtailment
of United Kingdom aid was in recognition of the considerable
improvement then evidenced in the British dollar position.
uring fiscal year 1951 the United Kingdom made large
repayments of principal on outstanding credits—$56 million,
of which $53 million was on the Reconstruction Finance
Corporation (RFC) collateral loan. Moreover, the June 30,
1951, balance of $22 million on this $390-million loan was
paid off entirely by September 28. This loan had been
made in 1941 to enable the United Kingdom to keep its
investments in the United States. The earnings from the
pledged collateral had been received by RFC and applied -
to reduction of principal and payment of interest. The
earnings received had been larger than anticipated at the
time the loan was made, enabling repayment almost 5
years ahead of maturity date.

Further, the United Kingdom reserves of gold and dollars
rose from $2.4 billion asuclﬁ June 30, 1950, to $3.9 billion 1
year later. United Kingdom purchases of $1,420 million
comprised more than one-half of the net gold outflow from
the United States Government in this year. In its total
purchase of $1,500 million in gold following the currency
devaluations in September 1949, the United Kingdom
was able to recover all but $87 million of the gold sold to
the United States in the postwar period preceding the pound
devaluation.

Declines in aid to Germany, France, Netherlands, and
Belgium were also significant. Portugal was the only
OEEC country with a reported increase in economic aid
in fiscal year 1951 over the preceding year. The over-all
decline was in keeping with the original plan for the Euro-
pean-recovery program whereby a gradual decline to the
middle of 1952 was envisaged.

European aid includes EPU capital contribution

Economic conditions in Europe were generally improving
over this period. In particular, intra-European trade was
expanded OEEC members through the creation of the
European IXa ents Union (EPU) for multilateral com-
pensation. Total grants by ECA through EPU totaled
over $51 million in fiscal year 1951. These payments were
made from $350 million pledged by the United States
Government as & capital contribution to enable EPU to
make settlements with countries entitled to receive gold
and dollars under the intra-European clearance scheme.

The monthly bilateral imbalances in intra-European trade
of the EPU participants summed to over $3.2 billion in
fiscal year 1951. However, because the direction of im-
balances between countries frequently changed from one
month to the next, the bilateral imbalances on & net cumu-
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Table 1.—~Summary of Foreign Aid (Grants and Credits), by Program: July 1, 1945, Through June 30, 1951

{Millions of dollars]
During European recovery program period
Before
Total [European Fiscal year 1950 Fiscal year 1851
Program postwar | recovery
period | program Total Apr. 1948
period June 1949 July- Oct.- Jan.~ Apr.- July- Oct.- Jan.- Apr.-
Total Sept. Dec. Mar. June Total Sept. Dec. Mar. June
1040 1049 1850 1950 1850 1850 1851 1981
Gross Forelgn Ald Y. _________ .. .. 33, 206 15, 527 17,679 7,704 5,109 1, 509 1,167 1,164 1,269 4, 866 980 1,271 1,222 1,392
Grantsutilized. ... ___ .. ... ... 23, 600 8,091 15, 509 6,371 4, 601 1,420 1,079 1,030 1,154 4,447 889 1,161 1,100 1,208
Less: Credit to
) £ S 1, 256 1,253 3 ) 3 IORRRN ISR I, 2 IO ISR, - - - -
Credits utilized. 10, 862 8, 669 2,174 1,334 420 80 88 135 117 419 91 11 122 98
Less: Returns___ ... . ... ... 2,583 1,022 1,561 587 579 208 11 101 161 398 103 107 9 89
Reverse ts and returns on grants. 1,016 479 517 85 209 151 58 41 49 133 36 7 37 33
Principal collected on credits._.._.... 1,568 523 1,045 502 280 56 53 60 13 263 67 79 60 58
Equals: Net Forelgn Ald..__._____...__. 30, 623 14, 505 16,118 7,117 4,530 1,308 1,056 1,083 1,108 4,411 877 1,165 1,128 1,304
Netgrants .. oeeaccacacaen- 21,328 6,309 14,989 6, 285 4, 300 1,277 1,021 989 1,103 4,314 854 1,134 1,083 1, 263
Netcredits. ..o oo 9, 205 8 165 1,129 832 140 26 35 74 5 157 p<] 31 62 40
Grants Utilized .| 23,600 8, 091 15, 509 6,371 4,691 1,429 1,079 1,030 1,154 4,47 889 1,161 1, 100 1, 296
Euro TeCOVErY . cacccamaccnne 9,128 | ... ... 9,128 3,421 3,33 939 765 760 840 2,384 547 502 504 651
Civilian supplies..._._.___._........._ 5,321 2,412 2,908 1,858 801 344 198 122 138 450 13 134 79 124
UNRRA, post-UNRRA, and in-
terim afd .......................... 3,443 3,172 271 271 1Cr1l ()] ()] 9 (R J A - . - .
Philippine rehahilitation_.__...._..._ 87 130 497 216 173 59 47 30 7 108 84 4 4
Korcan and Far Eastern (General .
area of China) aid 310 |oaceannn . 310 179 61 5 4 28 24 69 8 16 28 20
: 5 e | Laa | | 304 | 322 485
- . 353 33 32 12 20 7 3 3
Chinesestabilizationand militeryaid_ 243 120 123 102 16 5 2 (D)} 5 1 2 ® 2
Technical assistance and Inter-
Amerlcanald._.__.......__._....._. 153 68 87 28 29 8 8 8 8 30 9 ] 5 1
Other ... 481 80 401 142 100 24 20 24 82 159 30 87 67 28
Reverse Grants and Returns on Grants_ 1. 016 499 517 85 293 151 58 41 49 133 38 27 37 1

1 Forelgn aid {3 defined to comprise two categories—grants and credits, Grants are largely
outright gifts for which no payment Is expected, or which at most involve an obligation on
the part of the receiver to extend aid to the United States or other countries to achieve a com-
mon objective. Credits are loans or other agreements which glve rise to specific obligations
torepay, usually over a period of years, with interest. In some instances assistance has bzen
given with the understanding that a decision as to repayment will be made at a later date;
such assistance is included Ingrants. At such time as an agreement is reached for repayment
over a period of years, a credit Is established. Because such credits cannot, as a rule, be
deducted from specific grants recorded in previous periods, they are included in both grants
(at the earlier period) and credits (at the time of the agreement), and the amounts of such
credil-agreement offsets to grants must therefore be deducted from the total of grants and eredits
in arriving at gross foreign ald. All known returns to the United States Govornment stem-
ming from granis and credits are also taken into account. Gross foreign aid less the returns
i3 net foreign aid, which Is shown as net grants and net credits.

Forelgn aid Is measured, for the different methods of procurement in use, as follows: (1)
at the time of shipment or extension of a service, for procurement made by a U. 8. Govern-
ment agency; (2) at the time of disbursement to a foreign government, for procurement made
by that government or its agents; or (3) at the time of disbursement to a United States sup-

lative basis shrank to $2.1 billion. Further, the effect
of multilateral compensation decreased the imbalances to
the $1.1 billion which was settled through EPU during the
year.

Through conditional aid extended as grants, ECA aided
the financing of $185 million of the net imbalances. In
exchange for the grants provided by ECA, the United King-

Her or to a United States bank (for payments to suppliers) on behalf of a foreien government,

r procurement made on a lotter of credit authorized hy a Government agency.

The Government's capital investments in the International Bank ($535 million) and Inter-
national Monetary Fund ($2,750 million) are not included in gross foreign aid although they
constitute an additional measure taken by this Government to promote foreign economnic
recovery. Payments to these international financial institutions do not result in immediite
equivalent ald to forelgn count-ies. Use of available dollar funds is larzely determined by
the managements of the two institutions, subject to certain restraints which can be exercised
by the U, 8. Governraent.

Pending receipt of revised data from the Army Department, civilian-supply grants include,
for the first time, estimated data for certain cash ts furnished by the Army.

* Negative entry results from refunds of cash aig.

3 Less than $500,000.

¢ Negative entry results from excess of EIB repurchases from agent banks over agent-bank
disbursements.

Bource: U. 8. Department of Commerce, Office of Business Economics.

dom, Sweden, and Belgium provided inittial credit positions
to the multilateral clearances in fiscal year 1951.

EPU is intended to provide the financial basis for the
reduction of trade and payments barriers among Western
European countries and the sterling area and for bringi
their payments more nearly in balance with each other an
the rest of the world thereby requiring less United States
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Table 2.—~Summary of Foreign Ald (Grants and Credits), by Major Country: July 1, 1945, Through June 30, 1951

[Millions of dollars]
During European recovery program period
Belore -—
Total Euro- Fiscal year 1850 Fiscal year 1951
Major country postwar coverr;- lAJ;- T .
period program Total June July- Oct.- Jan.- Apr.- July- Oct.- Jan.- Apr.-
perlod 1049 Total Sept. Dec. Mar. June Total Sept. Dec. Mar, June
1049 1049 1 1980 1950 1950 1951 1851
o4 950
Gress Foreign Al (grants and credits) .| 33,206 18, 827 11,679 7,704 5,109 1,509 1,167 1,164 1,269 4,866 980 1,211 1,222 1,392
Lass: Returns. 2,583 1,022 1,561 587 579 206 111 101 181 398 108 107 9”7 89
, 623 4, 508 16,118 7,117 4,53 1,303 1,056 1,063 1,108 4471 .l 1,165 1,128 1,304
1,328 6,339 14,989 8,285 4, 3% 77 1,021 989 1,108 4,34 854 1,134 1,083 1,263
9, 2% 8,165 1,129 8%2 140 26 35 k{1 5 157 z 31 )
23, 683 10, 083 13, 560 5, 684 3, 905 1,157 999 3,640 778 918 881 1, 066
1,488 587 222 175 75 79 69 300 70 $0 66
168 9,527 12, 641 5712 3,508 983 856 828 31 3,331 7 826 801 1, 000
14,171 11,727 4,821 981 841 807 811 3,360 090 862 806 1, 008
" 7,082 4 891 1 15 21 2 -35 15 -37 —4 -9
830 200 537 260 164 41 45 42 38 114 17 19 28 53
38 |- 30 1 24 14 4 3 14 4 3 ]
797 299 499 258 140 n 42 38 33 100 13 17 = 48
m 200 487 244 140 2 42 38 3 103 13 18 24 48
20 9 1 14 ® 1 ® ® ) -3 ® -1 -1 -1
761 223 538 200 210 52 57 52 49 127 53 38 27 11
5 40 16 14 3 1 3 7 10 3 2 3 1
n7 218 408 184 197 49 5 48 43 117 50 Hu o 10
545 61 484 149 210 52 57 52 49 125 53 35 F14 10
172 158 14 35 —14 -3 -1 -3 -6 -8 -3 -1 -3 ™
British Commonwealth: United
Kingdom :
6, 861 4,179 2,682 1,314 52 272 238 214 228 416 135 133 ™ 54
T4 456 278 100 106 29 37 20 20 72 19 23 14 16
6,127 3,723 2, 404 1,214 846 243 202 193 208 343 118 111 80 37
1, 859 —588 3217 054 884 250 220 193 221 379 114 130 89 47
4,408 4,281 187 260 -37 -7 -19 1 -12 —36 2 -19 -9 —10
4,349 2,118 2,230 1,141 818 173 152 153 140 471 127 110 139
232 38 106 30 101 86 9 18 7 66 15 9 2 16
4,118 2,084 2,034 1,112 518 107 143 135 133 405 79 118 84 123
2, 089 203 1,885 926 539 118 143 143 133 421 85 120 “ 131
2,020 1,881 148 185 -21 -11 -2 -9 Q] —16 -6 -2 ® -8
3, 539 1,026 2, 513 1,309 728 268 188 139 134 478 100 112 127 139
16 82 40 23 4 4 8 16 2 4 5 6
3, 441 1,010 2,431 1,283 242 184 134 126 462 98 108 123 133
3,372 2,458 1,309 887 242 184 134 126 458 88 108 122 132
-3 —25 I Y P I N o b IR IR 1 2
1,324 583 741 391 200 62 48 52 39 150 30 34 37 49
48 5 43 7 9 5 3 3 17 4 4 4 4
1,276 578 698 384 181 53 43 49 37 132 28 2 2 45
1,178 473 706 388 182 53 “ 50 38 135 b1 29 33 45
Yaly 105 -7 -3 -2 @ o -1 (o)) -2 ® (O] -1 ™
2,320 1,099 1,221 605 319 82 60 7 100 297 38 a3 101
111 17 M 28 30 6 3 14 [] 36 10 ] 15 6
2,209 1,082 1,128 577 290 76 57 64 260 3 60 85
1,808 860 1, 006 463 268 67 50 69 82 276 U 80 7
343 21 121 114 22 8 8 -5 1 —14 ™ -1 -11 -2
1,118 298 817 201 335 118 40 68 110 182 57 41 50 43
101 14 87 5 30 13 8 3 51 38 3 6
1,018 284 730 285 305 106 3 85 103 140 49 6 48 37
0837 19 618 138 308 106 3 85 105 173 50 34 48 40
an 285 112 147 —3 -2 ® ™ -2 ~32 ® —28 -1 -3
288 20 29 113 o8 z 29 29 17 48 18 10 11 11
24 8 18 8 1 1 2 3 7 2 1 2 1
264 p4} 241 109 90 2 27 26 15 41 14 9 8 10
168 8 159 9 53 18 10 13 12 12 § 3 3 2
86 13 82 16 37 4 17 14 3 29 8 7 (] 8
Other ERP countries: $
Qross forelgnaid .. ... ... .. 2,258 228 2,030 300 372 69 74 82 146 1,349 188 309 315 467
Less: 53 1 52 5 26 10 4 7 3 7 ] 5
2,205 b214 1,878 304 345 59 70 75 141 1,329 195 361 310 463
1,879 169 1,710 156 27 48 50 114 1,284 180 352 205 456
88 268 148 75 11 12 25 27 15 8 15 6
1,683 1, 547 138 20 2 4 2 7 10 8 9 16 2 n
88 25 [} 23 27 1 13 2 11 8 3 1 2 2
1, 585 1,522 73 2 -5 2 -11 ] -2 76 ] 14 31 23
1,136 1,100 3 -3 —16 fereenao e () T -9 48 . . 28 -}
459 416 43 4 11 2 -3 ] 7 -] [} 14 [} 3
664 300 386 112 28 B 33 20 19 b 18 5 9
227 72 155 58 42 7 11 9 14 56 25 9 10 11
437 2 0 54 62 2 12 23 ] 23 -1 9 48 38
139 72 67 p-) 25 7 7 7 3 15 4 3 3 4
Net credits. _. %8 185 142 26 37 13 4 16 3 kq'] -5 5 45 34
China-Taiwan (Formosa)
Qross foreign aid... 1,803 1,444 350 02 20 11 $Crs 9 4 3 4 7 14 12
Less: Returns__.__.__.. 121 56 84 51 [} 2 2 ™ 1 8 3 1 2 2
Equals: Net forcign sid 1,882 1,387 205 251 14 ] -7 ] 2 30 1 7 13 10
Net grants...__._. 1,568 1,230 8 285 18 11 -8 9 4 37 4 7 u 12
Net credits._ . 114 157 —43 -34 —4 -1 -1 ® -1 -7 -3 -1 -3 -2
Japan and Ryukyu Tslands:
QGross foreign aid. . 2,470 1,027 1,443 660 483 185 110 76 111 209 50 62 69 109
Less: Returns___._ .. 289 138 153 50 [} 16 (] 3 1 (o] 2 (U]
Equals: Net foreign ald 2,180 891 1,289 601 3 169 105 72 47 206 58 62 67 109
et gran 2, 169 83 1,38 a4 423 172 100 61 20 200 58 62 [} 109
Net crodits 11 67 —5 —24 —30 -3 ] 11 —43 -3 )] (] Lo 2 PSS
Qroas foreign aid. 488 156 332 150 82 16 19 28 20 9 10 54 16 19
Returns..._._. 13 .. 13 4 9 1 2 Sl .. ... (S0 2 SR Q)]
Bt prante o sl Bl | Wm| W wl Bl R OB B & i 1
grants_ . ...__ I 1 ¥
Net crodits 3 7 —g . FOUSTR FET'S PO S SR AU O N O ——

8ee footnotes at end of table.
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Table 2.—Summary of Foreign Aid (Grants and Credits), by Major Country: July 1, 1945, Through June 30, 1951—Continued
! During European recovery program period
Total EBelom n ST
0 uropean {scal year 1950 Fiscal year 1851
Major Country postwar | recovery e . _
period | program Total Apr. 1048
period June 1949 July- Oct.- Jan.- Apr.- July- Qct.- Jan.~ Apr.-
Total 8ept. Dee. Mar. Jane Totsal Sapt. Dec. Mar. June
1949 1940 1850 1950 1050 1950 1951 1861

7;3 2g 63: 21? 173 59 " 47 ¢ 40 o n 143 , 34 101 4 4
SPRRR ) 4 4
760 231 530 a7 173 58 47 39 27 140 o 34 )101 0 4 1
664 167 497 218 173 50 47 40 100 M 4
14 64 3 D R ) T I o O] ()] 31 O} 3 (] —4
1,668 m 942 298 31 40 » ] 78 413 ] 95 147 106
342 167 176 | 161 8 3 2 1 2 7 1 3 3
1,328 560 768 137 pos 46 38 64 76 406 64 ” 147 103
1,025 355 671 178 151 33 22 39 57 M3 54 78 127 84
301 08 95 -39 72 13 18 25 19 10 14 20 19

1 Bee footnote 1 to table 1.

2 Net (—) of less than $500,000.

3 Neot (+) of less tban $500,000,

¢ GQross foreign ald, net foreign aid, and net credits for Netherlands include $17.2 million
ERP credits to Netherlands on behalf of Indonesia ($15.0 million in April 1948-June 1949;
$1.2 million in October-December 1949; and $1.0 million in January-March 1850). All other
alzl“to L}]ndoneam,llncludlng grants under the European-recovery program, is included
“ other countries.””

Government financial assistance. However, chronic mal-
adjustments in European trade were not easily eradicated.
Therefore, during the June 1951 quarter ESA provided
grants to Austria and Iccland specifically to assist those
countrics in clearing their deficits with EPU.

Military assistance sustains European aid total

Despite the large declines in European-recovery aid in
fiscal year 1951, noted above, total gross and net aid to the
participating countries declined by only 9 and 7 percent,
respectively, as compared to fiscal year 1950. The relatively
smaller decline was due to the $950-million increase in
mutual-defense assistance provided to the Western European
countries.

During the 3 months ended June 30, 1951, mutual-defense
assistance to Europe reached the annual rate of $1}% billion,
an increase of about 50 percent from the previous quarter.
Assistance furnished from excess United States Government
stocks declined, so that the flow of current production into
military aid increased more rapidly than total mutual-
defense assistance.

In addition to providing military equipment, the mutual-
defense assistance program provides materials and machinery
for increased Europecan military production and some raw
materials usable for both military and civilian purposes.
Such aid is furnished through ElgA, acting for the State
Department which administers the whole program. For the
entire fiscal year, a total of $17 million was provided in this
type of assistance which is closely integrated with the

uropean-recovery program in the expansion of productive
facilities in the participating countries.

Information on the mutual-defense assistance grants
provided through ECA is available by country and is so
included in table 2. Data on military-item aid are not
shown by country, but the amount provided against the
authorization for the North Atlantic area and for Greece,
Turkey, and Iran is included in the ERP area total.

Other European aid limited to Yugoslavia

Yugoslavia also received mutual-defense assistance under
the provision whereby a limited amount of the assistance
suthorized by Congress can be provided to any ‘‘European
nation whose strategic location makes it of direct importance
to the defense of the North Atlantic area and whose im-
mediately increased ability to defend itself * * * con-
tributes to the prescrvation of the peace and security of the

1 Includes data not allocable to specific areas and EPU capital contribution.
¢ Negative entry results fromn excess of refunds on Chinese account for aid diverted (prin-

d.gal.ly to Korea).
Less than $500,000.
$ Includes data for international organizations and data not allocable to specific areas.

Bourge: U. 8. Department of Commerce, Office of Business Economics.

North Atlantic area * * *.” Under this special author-
ity approximately $15 million was provided to Yugoslavia
as stop-gap assistance to relieve the critical food shortage
in that country early in 1951,

Immediately following the establishment of this stop-gap
aid program for Yu(.%g avia (which is included in mutual-
defense iga.nts), the Congress in December 1950 authorized a
special Yugoslav-aid program, administered by the State

epartment. Under the latter authorization foodstuffs
worth $30 million were shipped to Yugoslavia in the first 6
months of 1951 from a planned $38-million total. Mean-
while, the Export-Import Bank (EIB) disbursed $6 million
for foodstuffs under a $15-million credit authorized to
Yugoslavia early in fiscal year 1951. In addition Yugoslavia
drew on other EIB credits. Finally, as a part of the mutual-
defense e(;;rogram operated through ECA, Yugoslavia was
furnished $2 million more in assistance in the June 1951
quarter. Total aid to Yugoslavia in the fiscal year ap-
proa.chtild $84 million, of which 60 percent was in the last
6 months,

Battle area aid rises in Korea

Economic-grant aid to Korea, the focus of world interest
during fiscal year 1951, increased in that year, totaling $99
million compared with $82 million the previous year. The
invasion and the subsequent contraction of the area con-
trolled by the United Nations forces caused a sharp decline
in the aid in the July—September 1950 period. In the last
3 months of calendar year 1950, the Army provided consider-
able common-use items, such as railroad equipment, to Korea
and in the subsequent two quarters of the fiscal year furnished
relief from Army funds and from an appropriation of $50
million approved for that purpose in January 1951. By the
June 1951 quarter, total grants to Korea returned to the
average preinvasion level, about $20 million, with three-
fourths being provided by the Army as civilian relief and the
remainder financed by ECA under Army responsibility.

Mutual-defense assistance to Korea, the Philippines, and
the genoral area of China was at an annual rate of $260 mil-
lion in the April<June 1951 quarter, almost the same as in
the previous 3-month period. For the entire fiscal year this
military assistance exceeded $191 million, after starting in
the final quarter of fiscal year 1950 with $5 million in grants.
Data on military-assistance grants arc included in “All other
countries” in table 2; information for specific countries is
not available.
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Indian famine spurs United States aid

Economic assistance to Taiwan (Formosa) in the fiscal
year 1951 was considerably ebove the previous year, e

ting $32 million. Economic sassistance included :..i?r to

hinese students in the United States. The United States
Government program for expanded economic assistance to
southeast Asia, other than Formosa, began in fiscal year
1951 and totaled $11 million. India received $4 million
of these fiscal-year grants as a partial subsidy on grain for
famine relief.

Although actual aid to India was not large, considerable
attention was devoted in 1951 to the famine emergency in
that country. A major increase in aid for India was author-
ized on credit terms by Congress in June 1951, for the pur-
chase of food grains (mostly wheat) in the United States for
shipment to India. The loan agreement with India, exe-
cuted by EIB, provides for repayment in dollars but contains
a provision that, at the request of ECA or EIB, India will
enter into negotiations to modify the agrcement to provide
for payment of principal and interest by the delivery of defi-
ciency material at prices, times, and on terms mutually
agreed upon.

Philippine rehabilitation concluded during year

Whereas the situation in India was of an emergency famine
character, the Philippines were suffering from more chronic
economic maladjustments. These were the subject of the
report of the Economic Survey Mission to the l;hilippinw.
Aid to the Philippines was undertaken as part of the ECA
southeast Asia program in keeping with one of the recom-
mendations of the mission.

The Philippines received only nominal assistance under
the ECA program, but continued to receive services under
the Philippine rchabilitation program throughout fiscal year
1951 in diminishing amounts. Claims payments for war
damage paid under the latter program were curtailed before
April 1951; these had comprised the bulk of the Philippine
aid prior to December 1950.

Tge United States provided further aid to the domestic
economy in the Philippines through an agreement signed in
Novemger 1950 permitting the ghilippine Government to
utilize peso funds held for the United States, amounting to
approximately $35 million, to meet domestic obligations.
This agreement provided for repayment in dollars in 10 equal
annual installments with interest.

Korean conflict improves Japanese earnings

Evidences of continuing postwar recovery in Japan and the
Ryukyu Islands in fiscal year 1950 led to a diminution of aid
programmed by the United States Government for fiscal year
1951. Thus, 1n the latter year net aid declined to $296
million from $393 million the preceding year. Most of this
aid to Japan and the Ryukyu Islands was provided by the
United States Government through the Army as civilian
supplies to occupied areas. Civilian-supply grants included,
in addition to basic civilian foodstuffs, raw materials for
cconomic recovery. In fiscal year 1951, cotton alone com-
prised $143 million, or almost one-half of the net aid to
Japan and the Ryukyus.

As a result of the military activity in Korea, the United
States Government is spending large amounts to purchase
supplies and services in Japan, which serves as a close base
for United Nations operations on the mainland. The
extended purchases in Japan increased the Japanese dollar-
carning capacity and correspondingly decreased the necessit,
for grant aid from the United States Government. Accord-
ingly no grants are contemplated for Japan by the United
States Government beyond June 1951 except for liquidation
of unshipped amounts from the earlier programs.
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American Republics dominate technical-
assistance grants

United States Government aid to the American Republics
moved counter to the general trend, increasing by 45 percent
from fiscal year 1950 to the succeeding year. Credit dis-
bursements by EIB to Argentina were the major factor in
this increase. These disbursements—f{rom the $125-million
credit authorized late in May 1950—totaled $86 million in
the first 6 months of calendar year 1951, As a result, the
American Republics accounted for half of the net foreign-
credit activity of Government agencies in fiscal year 1951.

The American Republics are the principal recipients of the
bilateral aid provided under the Point 4 program, which in-
cludes the technical assistance provided by the Institute of
Inter-American Affairs. Technical-assistance grants of $15
million to the American Republics were approximately half
of those made in fiscal year 1950. This decline was primarily
the result of decreased aid under the joint cooperative pro-
gram to assist Mexico in the eradication of the foot-and-
mouth disease epidemic among cattle in that country.

Upsurge in grants and credits expected

Indications persisted that for several years the United
States Government would have to continue assistance to the

Table 3.—~Foreign Aid Authorizations Available in Fiscal Year 1952
[Billions of dollars]

Roonomic and technleal | M{litary
Source of availabllity Total assistance assist-

ance
Total | Grants | Credits| (&raats)

Estimated total availablo for foreign aid in fis-
cal year 1952, and for pipeline carry-over into

fiscal year 1983 .. ... ... .. ... ___ 18.5 6.4 3.8 28 12.1
Estimated aid still to be furnished as of June
30, 1951, from existing authorizations. .. ___. 9.8 3.9 22 1.7 &9

£ L) A 8.7 2.5 1.4 1.1 6.3
Mutual security:
Authorized excess-property transfers.. . _. ;I PO FORON PSRN .3
Appropriations .___._.______ .. ___...... 7.3 1.4 1.3 .1 189
Extension and expansion of EIB lending i
P TN S N L0 ... IoLnel ...
Other appropriations_ . ___.....____._...... ... 1 Ry .1 l ........ ‘ ..........

1 Includes $100 million appropriated for aid to Spain, not determinate as to grant or credit,
economic or military.

Source: Department of Commerce, OfBce of Business Economlcs.

free nations of the world. The estimated total available
for aid for fiscal year 1952 and pipeline carry-over into fiscal
year 1953 excceds $18 billion. As shown in table 3, nearly
two-thirds of these available funds is for military assistance.
In the most recent authorization the Congress provided new
funds for a consolidation of most Government aid into the
mutual-security program, with a larger proportion of the aid
allocated for military assistance. QFurther, economic and
technical assistance authorized on a grant basis was slightly
above $1.3 billion, in comparison to a ratc two to four times
greater during the last 2 years.

The new amounts also include $1 billion added to the EIB
lending power. In the last year EIB began extending credits
to finance the development in forcign countries of strategic -
and critical materials needed by the United States in its
rearmament program. Such credit agreements were usually
tied into procurement arrangements between the General
Services Administration and the borrower whereby most or
all production from the financed projects would be sold to the
United States Government over the period of the credit.
The enlarged loan authority will help expand this program.

This enormous backlog of unused aid authority will force
both grant and credit assistance into higher levels than
existed in fiscal year 1951.



