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Evelyn, 

Mr. Rostow would like the 

President to see the attached 

memo re the future of foreign aid. 

Thanks. 

~ Lois Nivens 
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SUBJECT: Future of Foreign Aid 

1 shall not atve chi. m.morandum general dl.tribution. 
It 1. simply an effort to help you In a touSh spot which 
We .11 ,hare. It ari ••• from the Saturday morning a ••• ion 
to which you were good enough to invite lIIe. 

The questions I have put to myself ate tha,e: 

-- To what extent can we r.act positively to Con
gre.aional insights and impuls •• In ways which would, 
if po,.ible, strengthen what We are trying to achieve? 

-- Can we use Congtesatonat pressure to accelerata 
certain pro8r~ Which are moving, but moving lel9 rapidly 
than they should or could? 

-- How can ve pt ••• nt bettar -- and In politically 
mora effective way. -- tho •• valid partl of our program 
where there i. Conge ••• ional opposition or misunder
standing or conscio~ne.s of a lack of public .upport? 

My wholly tentative answer con.1sta in thb ae.,.n 
point propoaal. 

1. Surgery on technical auistance. Could we find 
a way through Congreaaional and/or a~inistrative action 
to clo.e down the technical e'liatance or cut it back 
vary radically (over, "y, a three ye.r period) ao that 
it covera merely countries in a quite primitive stage; 
e.g., Africa .outh of the de.ert? Thi. act wouLd get out 
of our missiona abroad mo.t of the people who give our 

pOlition 
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position a cluttered look; it would meet at l east one major 
Congressional anxiecy; and it would force the more advan
ced governments in the developing areas to take responsi
bilicy for their technical assistance programs . So long 
as technical ass i s t snce is virtually a free good, special 
interests can be built up between sections of AID and 
psrticulsr ministries. It would be better to grant some 
funds for technical assistance and let them shop around 
and b i re their Own people . We would p~bably wish to 
moni tor such contracts financed by AID money; but thst 
would be a s i mpler job. The critical mat t e rs to es t sblish 
are: 

what a sensible, maximum cut- back would look like; 

what determi ned admi n i strative action could achieve; 

what help we would need frOID the Congress, if any , 
to mansge a decorous but serious purge. 

2. 

If we can get 
State to surface the progress 

we are making in politi cal , and economic 
policy, as the three arms national policy, we can 
simul taneously argue the csse for the country approach to 
economic policy and the centralization in AID of the policy 
coordinsting role with respect to lending, technical assistance, 
stabilization and development , private enterprise abroad, 
~ade policy in the underdeveloped areas, etc . AID could 
and should emerge as one of the three major pillars o f 
national pol i cy . If thi s role can be dramatized, we can 
fight off the impulse to break up the Yankees . 

3. Basically, 
I would the length 
and interest rates on loans are concerned , if we could get 
borrowing authority for the development lendi ng part of 
AID . There is a certain legi timacy i n our being willing 
to toughen s little our lendi ng t erms -- not much , but a 

little 
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little -- as George Woods moves out to soften his and as 
we make some progress in getting the Europeans to soften 
their loans . Ideally, the EXDlBank should be brought within 
AID, borrowing authority and all, if that is at all possible. 
In any case , a more explicitly banking basis for development 
lending within AID mlgPt be helpful if we can trade it for 
borrowing authority . I understand that we have tried and 
failed on this in 1961; but as part of an attractive package 
we might at least explore it again. 

4 . Private enterprise and the national market strategy . 
I am nOw convinced that if we can get the concept spread 
around and some action begun On it -- even if only in a few 
places - - we have in the national market strategy the basis 
for dramatizing the role of private enterpriae in the develop
ment process, both domestic and foreign, and rallying real 
interest in the ~erican business community . As I say, so 
far as next year's presentation is concerned, this hinges 
on our getting a few concrete enterprises moving . There are 
a number of candidates, quite aside f rom the possibility 
of Mexico ' 9 buying the whole package. Aside from the Ameri
can business community , I have Javits pretty well sold 
on this . 

5 . Dramatizing outs i de resources . There is still 
in the country, if not in the Congress, the not i on that we 
are lonely suckers in the aid business, carrying the white 
man's burden alone . Quite aside from George Woods ' more 
forthcoming leadership in the IBRD, we face a public rela
tions job of dramatizing to the Congress and the coun try 
that Europe and Japan, as well as Australia and New Zealand 
and Israel, are all in the game on an expanding basis, taken 
as a whole; that we have succeeded in spreading our doctrine 
abroad; and th i s is no tLme for us to feel aggrieved or to 
pull out . 

6 . Military aid and Latin America. We have lost quite 
a lot of liberal COngressional support for AID in general on 
the view that our military aid to Latin America has encouraged 

anti-de:nocratic 
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anti- de!llOc.:-atic COUilS. Her'<ll I think we should de.ign a 
special .c.:-ipt explaining the complex role of the milita.:-y 
in Latin Ame.:-ica, What our policy ha. been; what the trend. 
have been out. ide the smaller statel, and persuading our 
liberals of threa things: <a> ou.:- milita.:-y aasiatance has 
virtually nothing to do with coyPt; (b) we are doing the 
best we can to _intain the continuity of civil government 
in Latin .berica; and (c) that, given the nature of the 
process of political IIOdernizati on in the Latin ",",rican 
.etting, we may have to take a certain amount of military 
government without panic and hairpull ing as part of an 
h istorical sequence whose main trend has been, on tha whole, 
in the righ t direction . 

7. Africa, Similarly, w. mu.t develop a .pecial 
lucid script to explain, in very concrete terms, the U.S . 
interests that are served by a numbar of small African aid 
program. and b, the maintenance of a U. S. pre.ance in .... n' 
countrie • • 'nih demand. that we .. ke clear, in particular: 

a. In private Congre •• ional circles and to public 
opinion leaden throughout the country what our security 
intl'!rests in Africa are, including the real dansert of 
Communist penetration, 

b. 'nIe role of our AID programa 1n helping kl'!8p 
African policy moderate , at a tL.e when we are bound to 
have grave problema of African opinion centered on 
Po.:-tugueae Af.:-ica and South Africa; and 

c . HOW, in general, a l imited AID progrllfll givel 
dilproportionatl political leverage in a primitive country 
where the economic development bUline., is bound to b. high 
on the domeltic political agenda. 

Whether the.e particular .even point. are correct or 
not, I am convinced that we lIIJ.t very aoon get soma .uch 
program formulated and agreed, aa the fighting baaia for 
our pOlition, up to the level of the Secretary of Stata 
and the Pr •• ident. We mu.t then map a Iystem,tic campaign 

to .ell 
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to sell it On a bipartisan ba,i" both within the COngre •• 
and to public opinion leader. . Some of thea. are i.au •• 
which you and AID cannot fight through on your own. You 
haVl!l$l'ery right to uk State , the Pentagon, and the \ollie. 
House to get on the firlng line, not merely in last minute 
t.estimony, but all the w.y . Having worked in the 1950 ' . 
with Eric Johnston'. outfit, I have more respect than some 
for what can be done by taking a solid case to the leader,hip 
groups 1n this count~ . That effort. failed only becau •• , 
at the last minute (1958), Sherman Adams cut itl thrOat . 
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