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"What then should we say to those who claim that foreign aid is nothing more 
than international welfare, that aid creates dependency, that markets alone will do 
the job, or that events in places like Haiti or Rwanda do not affect us? What should 
we say to those who claim that we are throwing money away? 

We say: look at the facts. They say ,otherwise." 

J. Brian Atwood, Administrator, U.S. Agency for International Development 

Why Foreign Assistance? 

• Foreign assistance programs work.in America's best interests, and the less than 
one half of one percent of the federal budget that goes toward economic 
and humanitarian assistance abroad is a sound investment in economic 
growth and crisis prevention. 

• American leadership through foreign assistance programs is creating the 
markets of the future for the United States and helping advance peace and 
prosperity around the globe. 

• Foreign assistance is an investment in building democracies, free markets 
and strong allies. Foreign assistance programs work, and they have achieved 
a long list of accomplishments. 

A Record of Accomplishment 

• Some have said that foreign assistance doesn't make a difference. Most of 
those people haven't taken the time to look at the record. 
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• In the past 50 years, infant and child death rates in the developing world 
have been reduced by 50 percent, and health conditions around the world 
have improved more during this period than in all previous human history. 

• There has been a 10 percent reduction in infant mortality rates worldwide in 
just the past eight years. 

• Life expectancy in the developing world has increased by about 33 percent, and 
the percentage of rural families with access to safe water has risen from less 
than 10 percent to almost 60 percent. 

• Smallpox has been eradicated worldwide, the guinea worm will be eradicated 
within three years. 

• More than 3 million lives are saved every year through USAID 
immunization programs. 

• Oral rehydration therapy, a low cost and easily administered solution developed 
through USAID programs in Bangladesh, is credited with saving tens of 
millions of lives. 

• In 1980, only 20 percent of the world's children were immunized, today 80 
percent are. 

• In the past 20 years the number of the world's chronically undernourished has 
been reduced by 50 percent. 

• Average real incomes since WWII have doubled in the developing world. 

• The Green Revoiution resulted in the most dramatic increase in agricultural 
yields and production in the history of mankind, allowing nations like India and 
Bangladesh to become nearly food self-sufficient. 

• Invesnnents in better seeds and agricultural techniques over the past two 
decades have made it possible to feed an extra billion people in the world. 

• Forty three of the top 50 consumer nations of American agricultural 
products were once foreign aid recipients. 

• Between 1990 and 1993 U.S. exports to developing and transition countrin 
increased by $46 billion. 
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• Millions of entrepreneurs around the world (many of them women) have started 
or improved small businesses through USAID assistance. 

• Literacy rates are up 33 percent worldwide in the last 25 years, and primary 
school enrollment has tripled in that period. 

• In the 28 countries with the largest USAID-sponsored family planning 
programs, the average number of children per family has dropped from 6.1 in 
the mid 1960s to 4.2 today. 

• More than 50 million couples worldwide use family planning as a direct 
result of USAID's population program. 

• In Indonesia each dollar spent for family planning will result in $12.50 of 
savings in public expenditures for health and education, since as the use of 
family planning increases, the number of children requiring education and 
people needing health care increases more slowly. 

• Since 1987, US AID has initiated HIV I AIDS prevention programs in 32 
countries and is the recognized technical leader in the design and development 
of these programs in the developing world. Over 850,000 people have been 
reached with USAID HIV prevention education, and 40,000 people have been 
trained to support HIV I AIDS programs in their own countries. 

• As recently as 1981, 60% of the governments in Latin America were 
dictatorships or military governments. Today, 98 percent of the Americas 
now enjoy democratically elected governments. 

• In the last three years, over a third of the world's nations have changed the 
course of their political development toward democracy. 

• The United States is the largest food donor in the world, providing more 
nutrition to needy people than all other donors combined. 

• Early US AID action in southern Africa in 1991 prevented massive famine in 
the region, saving millions of lives. 

• Eighty thousand people and $1 billion in U.S. and Filipino assets were 
saved due to early warning equipment installed by USAID that warned 
that the Mount Pinatubo volcano was about to erupt in 1991. 

• Renewable energy -- solar, hydroelectric, biomass, wind, and geothermal -
now provides 20% of the world's l!n!!rgy demand, and its share is growing. 
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especially in the developing world. This is good news for the global climate. 

• The use of wind and geothermal power has increased by 650% in the last 25 
years. 

• Over the past decade, USAID has targeted $15 million in technical 
assistance on the energy sectors of developing countries. Our aid has built 
a $50 billion annual market for private power. U.S. firm capture the 
largest share of these markets, outcompeting Japan and Germany. 

• Over the past decade, USAID has funded innovative approaches to energy 
conservation in Pakistan, resulting in a 4 % drop in energy losses, $37. 6 million 
in savings and considerable environmental benefits. 

• Twenty six protected areas in Latin America, totalling 14 million acres in 12 
countries, have received USAID assistance to improve the management, 
financial sustainability, and sustainable economic development of national parks 
as important reservoirs of global biodiversity. 

• The U.N. International Drinking Water Supply and Sanitation Decade in the 
. 1980s resulted in 1.3 billion people receiving safe drinking water sources and 

750 million people receiving sanitation for the first time. 

USAID's Approach 

• USAID's approach uses foreign assistance as part of an overall package to 
effectively move nations toward free markets, democratic governments and 
greater prosperity. Open governments and open markets go hand in hand, and 
USAID pays equal attention to a number of factors when considering a nation 
for development assistance, including: strategic importance, a willingness to 
foster free markets and democracy, ability to work as a good partner, and 
economic policy environment . 

• It is also important to note that most highly respected economists argue that 
real economic growth does not come from economic policy alone. It comes 
from a proper· blend of sound economic policies freeing up an educated 
population. It also demands the framework of a civil society. USAID's 
programs help create just that kind of enabling environment for economic 
growth by focusing on the four areas that have the greatest impact in the 
developing world today: economic policy, population and health concerns, 
democratic governance and environmental policy. 
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• Economist Robert J. Barro noted in a 12/1/94 Wall Street Journal editorial, that 
the growth rate of real per capita gross domestic product was dependent on 
more than just economic policy -- 11 The favorable elements include small 
distortions of market prices, and inclination and an ability of the 
government to maintain the rule of law, high levels of health and 
education, low government spending on consumption and a low fertility 
rate. 11 These are just the kinds of institutional and social conditions that 
USAID's programs support. 

• USAID always has maintained that economic growth is a key to sustainable 
development. There is wide agreement that a sound policy environment is a 
key to economic growth. Those nations which unwilling to embrace significant 
reforms in social and economic policy will not receive assistance, as evidenced 
by the announcement of the closure of 23 USAID missions in nations which 
either were not 11 good partners" or which no longer needed development 
assistance. 

• Foreign assistance makes a real difference. Indonesia, for example, is one of 
the most dynamic economies in the world today, and has been for quite some 
time. Indonesia's economy has grown by more than 7 percent during the 1970s, 
and nearly 6 percent during the difficult 1980s and 1990s. Indonesia has 
almost halved the number of its citizens living below the poverty line, 
moved from being the world's largest rice importer to achieving rice self
sufficiency, cut total fertility by over 40 percent in the last two decades, 
halved infant and child mortality and undertaken a major restructuring of 
its economy. 

• India offers another good example. India was counted out by some in the 
1960s and 1970s, and some are still counting India out in the 1990s. But 
India grew at 3.4 percent even in the 1970s, and has quietly raised its 
growth rate to more than 5 percent in the 1980s and 1990s. (The U.S. grew 
at 2.7 percent during the same period.) Lack of agricultural growth held back 
the Indian economy in the 1970s, but agricultural growth has exceeded 
population growth since then, and industry has grown annually by more than 6 
percent in the 1980s and 1990s. In 1991, a new government s·tarted to 
liberalize India's economy in line with accelerating trends elsewhere in Asia 
and the rest of the world. Reforms are under way in the investment climate, 
trade policies, the financial sector, taxation and public enterprises. 

• Bangladesh is a classic example of a country where people said that assistanct! 
would not make a difference. But it has. Bangladesh, somewhat like India, 
has raised its economic growth rate from 2.J percent in the 1970s, to a 
respectable 4.2 percent in the 1980s and 199Ds. The World Bank notes in •• 
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recent report on Bangladesh that "population growth is lower, rice output 
has increased dramatically, a structural reform program has been 
underway for four years, the macroeconomy is stable, the balance of 
payments is sound, investments in education and health are proceeding and 
democratic institutions are stronger than ever before." 

Development and Export Markets 

• Foreign aid directed at development serves a variety of national interests, and is 
not just a matter of humanitarian concern. It serves national security interests 
and U.S. economic interests. Developing countries as a group have been the 
United States' fastest growing market. Within the developing world, the 
more successful regions and countries have offered the most rapidly 
expanding export opportunities -- and U.S. exporters have taken advantage. 
Not only are U.S. exports to these expanding markets growing rapidly in 
absolute terms, in a setting of increasingly open markets and diminishing 
protectionism, U.S. exports have grown more rapidly than those of our main 
competitors and America is gaining market share. 

• Exports play an increasing role in the U.S. economy. The share of exports 
in GNP was 5 percent in 1960. As late as 1985, it was 7.5 percent. In 1993, 
it was 10 percent. Developing countries have been our fastest growing 
markets. Exports to Asia, Latin America, the Near East and Sub-Saharan 
Africa have expanded by 12.4 percent annually between 1985 and 1993. 
Exports to the rest of the world, mainly the OECD countries and also Eastern 
Europe and the Newly Independent States, expanded by 8.9 percent annually. 

U.S. Export Growth in the Developing World 

Region/ 1985 U.S. Exports 1993 U.S. Exports Average Annual 
Country ($ millions) ($ millions) Growth Rate ( % ) 

Sub-Saharan Africa 3,316 4,782 3.2 
Ghana•. 19.0 
Uganda'' 20.2 
Malawi 17.2 

Asia 27,483 82.075 14.7 
Indonesia 17.1 
Thailand 22.6 
Malaysia 19.5 
Korea, Taiwan, Hong Kong, Singapore (average) 15.7 
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Near East 

Latin America 
Chile 
Mexico 

11,371 

30,662 

Costa Rica 
Guatemala 
Nicaragua 
Dominican Rep 
Argentina 

21,473 

78,476 

13.0 

12.5 
18.2 
15.0 
17.7 
15.8 
17.2 
15.5 
23.1 

Commerce Department data provided by CDIE/DI; United States Merchandise and 
Trade with Developing Countries. 

• It is clear that exports have grown rapidly in absolute terms. What is less 
well appreciated is that U.S. exports to the developing world and the 
nations of the former Soviet Union have grown much more rapidly since 
the mid:..1980s than those of America's major competitors. (The growth 

· rates in the following table are for exports measured in constant prices, so they 
are not as high as some of the growth rates cited above.) 

Growth of Exports in Real Terms (Percent) 

Country 1986 1988 1990 1992 1986-93 

U.S. 6.0 20.7 7.6 7.8 9.2 

Japan -0.6 4.4 5.8 1.6 1.4 

Germany 1.3 6.8 4.S 1.4 3.0 

UK 4.2 2.1 6.2 2.5 3.8 

(Source: IMF World Economic Outlook. Tahle A22. October, 1994) 

• The United States has successfully competed with Japan and the European 
Community in the most important developing country markets. Between 
1986 and 1993, U.S. exports to dewloping Asia increased by 180 percent, 
compared with 160 percent for Japan and 150 percent for the European 
Community. In Latin America and the Caribbean, the increase was 153 percent 
for the United States, compared with 90 percent for the Japanese and 102 
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percent for the EC. For the Near East, the comparable figures were 88 percent 
for the U.S.; 35 percent for Japan; and 44 percent for the EC. 

• Developing countries and transition econo·mies accounted for 41 percent of U.S. 
merchandise exports in 1993, compared to only 35 percent in 1990. Between 
1990 and 1993, exports to developing and transition countries increased by 
$46 billion. This growth supported roughly 920,000 jobs in the United States. 

• U.S. exports to Latin America rose from $44 billion to $71 billion between 
1989 and 1993, a gain of 61 percent. For other nations whose efforts at 
reform were especially broad and sustained, U.S. exports rose: 98 percent to 
Guatemala; 76 percent to Honduras; 72 percent to Ecuador; 67 percent to El 
Salvador; and 63 percent to Panama. 

• The same pattern was seen among Asian policy reformers. Throughout the 
region, exports jumped 45 percent between 1989 and 1993. Exports to 
Indonesia surged from $1.3 billion to $2.8 billion; for Thailand, exports 
jumped from $2.3 billion to $3.8 billion; and for the Philippines, they rose 
from $2.2 billion to $3.5 billion. 

• ·The global market for environmental goods and services is expected to 
reach $500 billion by the end of the decade. Much of this 8 percent annual 
growth will be in the developing countries. USAID's environmental 
programs create markets for American technology. The growing U.S. industry 
in solar photovoltaic, for example; exports more than half of its product to 
developing nations. USAID's renewable energy programs were instrumental in 
"growing" this domestic, high-tech, high-wage industry. 

A Historical Perspective: The 1940s and 1950s 

• Foreign assistance began in the late 1940s to meet American security and 
humanitarian interests in the post war reconstruction period. It was an 
American plan; it was a geopolitical gamble; and it was hugely successful. 
Many have called the Marshall Plan one of the most successful foreign 
policy endeavors ever undertaken, but at the time it was announced, only 
18 percent of the American public supported the plan. 

• An independent measure of U.S. success is that American assistance was 
widely imitated by the recipient nations themselves as soon as they were 
able. There are now more than 20 major bilateral donors to share the task 
of development assistance. (See attached chart.) Nearly all of these bilateral 
donors benefitted from American assistance in the relief, reconstruction and 
early Cold War periods. 

8 



• Korea illustrates a major success story. But the United States and the United 
Nations had to make the decision to aid Korea in the early 1950s when the 
situation was not so bright. 

• The 1954 report of the U.N. Korean Reconstruction Agency was pessimistic 
about Korea's ability to become self-supporting. The list of problems was 
daunting: scarcity of basic resources; partition of the country; lack of exports; 
a large and fast growing population; inexperienced management; the 
disorganized state of the economy; and poor economic policies including 
disastrous inflation, detailed regulation and price control and government 
domination of the economy. . 

• If the United States had looked only at Korea's past performance, and 
ignored its potential, we would never have provided the substantial sums 
that enabled Korea to invest so heavily in infrastructure, education and 
agriculture. So when policy reform began, an educated labor force, electric 
power, communications and transportation were available to contribute to 
export-oriented production and accelerated growth. 

Leadership and Cooperation in Foreign Aid 

• The table on page 11 documents trends in U.S. foreign aid, and foreign aid 
provided to other donors, both in absolute terms and relative to GNPs, for the 
period from 1950 onward. Prior to considering these data, it should be noted 
that the United States provided $12.5 billion of post-war economic relief aid 
during 1946-48, and $18.6 billion dollars of economic aid during the Marshall 
Plan period of 1949-52. 

• The $12.5 billion was 1.75 percent of 1946-48 GNP, and 12.1 percent of 1946-
48 federal government outlays. The $18.6 billion expended during the Marshall 
Plan period was 1.5 percent of 1949-52 GNP, and 9.5 percent of 1949-52 
federal government outlays. 

• To put these numbers in perspective: 

-- The $12.5 billion in 1947 dollars is equivalent in real terms to $70 billion 
today -- 1.75 percent of 1993 GNP would be about $112 billion, and 12.1 
percent of 1993 federal government outlays would be $170 billion. 

-- Similarly, $18. 6 billion in 1951 dollars is equivalent in real terms to $94 
billion today. 1.5 percent of 1993 GNP would be about $97 billion. And, 9.5 
percent of federal outlays in 1993 equals approximately $133.5 billion. 
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[Note: Sources are AID's Green Book for aid levels, and the Economic Report 
of the President 1988 and 1994 for deflators, GNP, and budget data.] 

• These are incredible numbers that represent an amazing combination of 
generosity and farsightedness, particularly for a country just emerging 
from a costly war, (preceded by a profound depression), and one far less 
affluent and far less exposed to international influences than the United 
States today. 

Official Development Assistance (ODA) 

• The DAC has compiled data on official development assistance since the early 
1950's. The story is one of a gradual shifting of the burden of foreign aid 
from the United States to other donors, in the context of expanding overall 
levels of foreign aid, up until 1993. In that year aid levels declined for most 
OECD donors, including the United States. 

• More specifically, ODA (in 1993 dollars) expanded from $11.2 billion in the 
first part of the 1950s to nearly $25 billion in 1960/61, and to over $62 billion 
in 1992. U.S. annual ODA was at about the same level in 1990-92 as in 1960-
61 -- about $12 billion. In other words, the nearly $40 billion increase in 
ODA from 1960 to 1992 came entirely from other donors. 

• This suggests that U.S. aid leadership and efforts to strengthen OECD 
economies after World War II bore huge dividends in terms of the global 
foreign aid effort. In response to U.S. leadership, particularly in the early 
1960s, other donors stepped in and have steadily increased their aid levels in 
real terms, while U.S. funding has remained roughly level until recently. 

• This is reflected in the sharply declining U.S. share of the total ODA provided 
by OECD countries. Throughout the 1950s and into the 1960s we provided 
over half of ODA. This share dropped sharply, to under 40 percent in 1970, 
and 22 percent in 1980. It has since fallen more gradually, to 21 percent in 
1990, and 17 percent in 1993. 

• Underlying these trends has been a sharp decline in U.S. aid effort, 
measured as ODA/GNP, both absolutely and compared to other donors as 
a group. 

• In 1993, for the first time in many years overall ODA in absolute terms 
declined significantly from the previous year's levels, by over 10 percent. Of 
18 OECD donors, aid levels fell in 15. Japan, New Zealand and Ireland were 
the exceptions. 
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• There is some danger that the recent declines in U.S. aid levels and the long
term decline in U.S. aid influences other donors (apart from Japan). In the 15 
years after WWII, the United States launched a remarkable collective 
effort at foreign aid, one which comma.nded the support of other donors at 
levels far beyond this country's initial contributions. The United States 
may now be about to lead other countries in the opposite direction, to the 
detriment of global cooperation, stability and well-being. 

Official Develo12ment Assistance 
($ Million, Annual Levels, 1993 prices) 

1950-55 1960-61 1970-71 1980-8 l 1990-91 1993 

US ODA 5,641 12,375 10,034 10,423 12,197 9,721 

Other ODA 5,607 ll,063 15,668 36,048 46,828 46,220 

Total ODA 11,248 23,438 25,702 46,471 59,025 55,941 

us 
ODA/GNP .32% .56% .31 % .23% .20% .15% 

Other DAC 
0 DA/GNP .36% .48% :29% .41 % .42% .38% 

(Source: Various Issues of Development Cooperation, published by the DAC; Note: # 
families as estimated by Statistical Abstract of the U.S. (millions) -- 1955-55, 40.6; 
1960-61, 45.1; 1970-71, 51.6; 1980-81, 59.6; 1990-91, 66.0; 1993, n/a.) 

USAID Research Helps U.S. Farmers 

• USAID-financed agricultural research in developing countries also helps the U.S. 
and the environment. This research has brought new technologies to United 
States farmers. For example: 

• Wheat and rice varieties with dwarfing genes found in Asia are now grown on 
almost two-thirds of the area under wheat cultivation and one-quarter of the rice 
area in the United States. A new potato, now grown in the United States, was 
found in Peru and is resistant to the destructive golden nematode. 

• Rust-resistant wheat available in the United States was found by USAID-financed 
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researchers in Kenya. USAID funded peanut research developed integrated pest 
management technology expected to save North Carolina and Virginia producers 
an estimated $1.5 million annually. 

• USAID research identified parasite-resistance in sheep that increases Colorado, 
Texas, Oregon, Wyoming, Kansas, and California sheep producers' net returns 
from $3 million to $6 million per year. Two-thirds of the cattle in the Southwest 
United States and one-third of the cattle in the Midwest on feed are fed sorghum. 
Pest-resistant sorghum developed with USAID assistance saved the U.S. $389 
million. 

• Sudanese sorghum germplasm tested by Texas A&M University scientists pro
duced 10 drought-tolerant hybrids which were released to private U.S. seed 
companies with expected far-reaching benefits for drought-prone areas of Texas, 
Kansas and Nebraska. With the assistance of USAID, Gerber Foods is working 
in Costa Rica to develop a bean-based weaning food. Applied in its Michigan 
plant, this technology could increase the crop's value.to the U.S. economy by 
10-20-fold. 

• USAID agricultural research also has environmental benefits. The University of 
Wisconsin released snap bean varieties with enhanced nitrogen-fixing capacity 
thereby decreasing Wisconsin farmers' need for chemical fertilizer by $15-20 per 
acre. 

What Others Have to Say 

• The New York Times 
"But what makes prosperity in the third world good for the United States? 

Exports, for one .thing. In part, America's export performance has lately been 
better than Europe's or Japan's because this country's companies have a better 
foothold in fast-growing markets like Brazil and Indonesia ... Today, $4 of every 
$10 spent on jets, tractors, grain, movies and other American exports head for 
destinations outside of Canada, Japan and Europe, even though import barriers in 
much of Asia and Latin America are as high as they used to be in the United 
States 40 years ago. What's more, even conservative growth forecasts sugg~st 
that the economies of less developed countries should grow two or three tim~s as 
fast, on average, during the l 990's as those of industrialized nations. 'If two 
billion people get richer and smarter. will they. buy more or less of our stuffl' 
David Roliey, an economist at ORI/McGraw-Hill who analyzes trade, asked 
rhetorically. 'To ask the question is to answer it."' December 19, 1993 

• The Philadelphia Inquirer 
"By promoting growth abroad, aid helps increase exports to developin~ 
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countries, which represents nearly 40 percent of total U.S. sales overseas. And 
much of the foreign aid budget is spent on U.S. goods and services, or goes to 
programs that promote investment and export opportunities for American firms. 
Nor, in the post-Cold War era, can America's strategic interests be defined 
neatly by military alliances. For example, American aid for bolstering Third 
World police forces may help to combat drug smuggling. Or aid to new 
industrial nations for pollution controls may help curb emissions that could one 
day poison America." Editorial, December 27, 1994 

• The Miami Herald 
"For the most party, though, foreign aid remains a smart -- and necessary 

-- investment to encourage nations to free their people and their economies, and 
to draw their authority from popular consent. Almost invariably, such nations 
evolve into reliable political friends for the United States, and fruitful trading 
partners. Editorial, December 27, 1994 

• The Washin1:ton Post 
11 Since it's inception, foreign aid has managed to survive despite 

unrelenting attacks from the isolationist wings in both parties. That is because 
the basic argument for bipartisan aid support is as sound today as it was when 
the effort was launched almost 50 years ago by President Truman. American 
Presidents from John Kennedy to Ronald Reagan, regardless of their views upon 
entering office, have ended up convinced that foreign aid, even on a limited 
scale, is an indispensable tool of American foreign policy." Editorial, November 
28, 1994 

• President Ronald Reagan 
"The ultimate importance to the United States of our security and 

development assistance programs can not be exaggerated." 198L 

• The World Bank 
"Absolute levels of mortality in developing countries remains unacceptably 

high: child mortality rates are about ten times higher than in the established 
market economies. If death rates among children in poor countries were reduced 
to those prevailing in the rich coun1ries, l l million fewer children would die 
each year. Almost half of these preventable deaths are a result of diarrheal and 
respiratory illness, exacerbated by malnutrition. In addition, every year 7 million 
adults die of conditions that could be inexpensively prevented or cured; 
tuberculosis alone causes 2 million of these deaths. About 400,000 women die 
from the direct complications of pregnancy and childbirth. Maternal mortality 
ratios, on average, thirty times higher in developing countries as in high-income 
countries." World Development Report 1993. 
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• The Harris Poll 
"No wonder so many people want to cut U.S. spending on foreign aid -

the American people have somehow come to believe that 20 % of federal 
government spending goes on foreign aid, as much, they believe, as is spent on 
Social security or Medicare, Medicaid and other health care services. The truth, 
of course, is very different; in 1992 approximately one-half of 1 percent of 
federal government spending went to economic and humanitarian aid and a 
similar amount was spent on strategic and military aid. 11 From November, 1993 

• The New York Times 
Bangladesh has one of the world's largest and most successful marketing 

programs for contraceptives. Working closely with the government, the U.S. 
provided most of the contraceptive supply and, through the Agency for 
International Development, the expertise to produce a delivery system that is 
virtually door-to-door. What has happened in Bangladesh, and could happen in 
all developing countries, is of advantage not only to the world's poorest people 
but to everyone living on a planet that may have to support at least double our 
current number by 2150. By that measure, what America and other industrialized 
countries give to family-planning programs shouldn't really be called 'foreign· 
aid'. It is world aid." Editorial, January 11, 1994 

• The Congressional Budget Office 
"The progress of some developing countries since World War II has been 

impressive and provides hope for those poorer countries that have not yet 
enjoyed extended periods of significant economic growth. For these 
accomplishments, those countries can be proud, as can the West -- which helped 
build an open global trading and investment system, international finance 
institutions and an apparatus for grassroots development." Enhancin& U.S. 
Security through Foreign Aid, April, 1994 
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U.S. Aid and Trade 

Korea 

u. s. 
Exports to 
1992-1993 

Total U.S. 
Assistance 

1961-86 

Colombia 

u. s. 
Exports to 
1992-1993 

Total U.S. 
Assistance 

1961-86 

All Assistance Figures in Constant 93 dollars 

Thailand 

u. s. 
Exports to 
1992-1993 

Total U.S. 
Assistance 

1961-86 



Development Assistance 
US vs. ODA 
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A Growing World Economy 
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U.S. AGENCY FOR 

INTERNATIONAL 

DEVELOPMENT 

IE 
me diank Mo Stainbrunner and die Center for 

alional Policy for making it possible today ID 
launch what I hope will be a truly national debatl 

over die Mure of our foreign assistance program. 
Over die years, the Center has used its good offices 
and this public forum to illuminate die greet issues of 
die day. The tradition continues under Mo 
Stainbrunner's leadership. 

Last month, die American people r11ffirmed die 
revolutionary potential of die ballot box. There WIS no 
mistaking dit call for change. We know dia people 
were unhappy with dieir govemmenl; we know they 
went dissatisfied with special interest politics; we be· 
lieve diey want l'llform and reinvention It b011'1 ends of 
Pennsylvania Avenue. 

Some have said diat Ille American people want 
to move die coumrv to the right. I am not so sure. Wt 
do know that the people want responsible g0111m
ment and they want both our great political parties ID 
share the responsibility for governing. 

But let me tall you what die American people did 
Olli vote for in my opinion. Thay did not vota for a for· 
eign policy of isolationism. On the heels of the most 
far·reaching free trade agreement our world hes 
seen, an agreement nego1iated by successive admin
istrations of both parties - it is rea:M:1nablt tD 
conclude diey did not vote to tie America's hands in 
the new global economy. 

This weak Senator Mitch McConnell announced 
that he is introducing legislation to reform Ille foteitn 
aid program. The Senatorhu been a consistantsut>
portar of foreign aid and I want tD work with him to 
assure that the proqr1m maka..,.. tD OW'~ 
ers and serves our national ..._ I don't agrM 
with all of Senator McConnlft1•cluMJna-p11-
ticularly his budgetestin•-l;#fil• 
internationalist and a col1lll'Ulltllleril& 

Other critics would throw tM baby out with the 
badi water. These are Illa people who would exploit 
die legitimate demand for reform to adv1nc1 a neo
isolationist agenda. These people, prob1bly 
representing no more dian 25 percent of die new Con
gress, would close dieir own minds and our borders to 
the new global markeQJlace on which our domestic 
economy increasingly depends. I would remind these 
politicians al a line that guided the Presidential alee· 
tion of 1992: "It's the economy, stupid." And I mean 
Q.W:aconomy. 

AS we analyze die internalional challenge we 
now face, some would like to view our foreign aid pro
gram through an exclusively economic growth prism. 

Remarks of]. Brian Atwood 
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I personally believe diat economic growth cannot bt 
sustain ad if we fail ID consider population growth 
rates, die environment. human capacity and tilt 
strength of governmental inS1itulions. Nonetheless, I 
have no problem focussing on economic growth as 1 

principle objective of our foreign assistlnca program. 

But we should ask die right questionl. In thil 
Post·GA TI environment. how do we advance 
America's economic interests? How do we cr11t11 
and exploit new markets? How do we help poorar ne· 
tions survive and competll in an avan mor1 ac:tMt 
world economy? How do wt work with the 01l'ler in
dustri11izad nations to expand the world economy? 

Tha Heritage Foundation is addresai119 111111 
questions in its own way. This week it rtlt1Hd 1111n
nu1I index of Economic Freadom, which ratas 
countrits by as.saaing die extant to which they have 
achieved free, market economies. Heritage would 
provide aid only to those countries diat have made • 
commitment to and have already achieved tilt frH
dom of the marketplace. 

There is much iri this report with which I can 
agret. I can certainly agree diat our aid doHars can 
be wasted by governments who refuse to deregulltll 
dieir economy, or who P1"1ctic1 protllctionism, or stlta 
control over tilt economy. We have specifically rte· 
ognizad these constraints ID development in our new 
approach to foreign aSSISW!Ce. 

But I cannot •!ll'ff wiGI the Heritage 
Foundation's assertion that ·noc ant country racaivi119 
foraign lid has succffded in dlVlloping sustained 
economic growth.· If this index 11 based on that kind 
of thinking. it is likely ID bt UMd as 1 rationale for dis· 
connecting die United Statu lrom tht growi119 
marturts of the davtlof*W.I won:s. 1 wu as.sured yes· 
tllrdey by the authors at ll'll ~· report that their 
intention is not to encOUl'llCJI 1S011oon1sm and I believe 
them. But I don't agrte Wiii'! flew assessment of dlt 
impact of foreign awsunce. 

Perhaps the bell~ 111 answtr their skepti· 
cism about foreign aid ~ be to uk an obvious 
question: If not one COUl'IU't nu succeadad in achiav· 
ing sustained econorM ~ "'"1 ll•ve successive 
President's and CongntSMS lrolll both p artias sup
pol'Uld foreign aid tor m. oua 48 years. wm, have 
dozens of other industTlll nnons c0111J1buted incraas· 
ing amounts to official dtwlO\lmltflt aSS1stanca? 

Our aid program hu olMouslV served American 
national interests. And aionq Wiii'! our military power, 
it has been an expression of 1uponsible American 
leadership. 

The growd'l in the world economy is not tha ra· 
suit of serendipity. Soma of us believe in die 
lmm1cul1t1 Conception, butthera's no miracle hare. 
The growth in die global economy from l4 trillion in 
1941, to 7.2 trillion in 1960, to 23.9 trillion in 1993 (in 
constlnt 1993 dollars) is not &llclusivaly attributable to 
a group of Adam Smiths who chose voluntarily to pass 
liberai economic laws on who went around chantin9 
"gat government off our backs: It resulted initially 
from reconstruction efforts during die Marshd Plan. 
ft happened bac1use die United Stalls lad the Wtst.· 
em World in an effort to creatl and then support 1n 
intamllion1t economic system that was the engine of 
praqre111nd support for fragile new n1tion1l 1cono
mitL 

Y11, you can find instances where ftnign aid 
wa1 waltld. ft wasn't always spent on good deYtlof>
mtnt. Part of it waaspent on the Cold War. Part of it 
Wll Sl*llto buy influence. But the major part crt
atad ntw merkets and educated the work1orces that 
todey driw the engines of such produclive aconornin 
as SOi.1111 Kor11, TaiWln, Mexico, Chila, India, Thai
land, and Tunisia. It provided crucial breakthroughs in 
agricultuntl htchnology and health care. These break· 
dirougha provided tht sp1c1 for economic 
liberalization and growth. The world economy did not 
expand seven·fold on its own. Nations who had bean 
the bentficiarin of foreign aid, became dlal'Mllves 
foreign aid dolKH'I. 

In 19411, the United States provided virtually all of 
the foreign aid provided in the wor1d. That amount. by 
die way, WIS mo111 then double what wt provide to
day in 1994 dollars. It represented 1.75 percent ot our 
gross national product. compared to 0.117 percent to
day. 

By 1980, wt were providing only 60 pare em of 
all aid givln. Wt created the 0111elopmant Assis· 
tance CommiUet of the OECD to pres.sure !ht 
reconstructed economits of Europa and Japan to do 
mart. And diey g1111 more, because they wanted to 
expand their own economies dirough trade. And they 
wanted to contributll to a stable and growing wand 
economy. 

Today, we provide only 19 percent of the wor1d's 
foreign aid. But that's a good deal for the Am enc an 
taxpaying family, a family that contnblrtes only ~ per 
year to foreign aid, a lower amount - I might add -
than any 01l'ler donor nation family. 

But today we may be leading the wand,., 0'11 
wrong direction. In 1993. die amount of donor assis
tance fell by 8 percent and it will fall bv mucn more,., 
1994. This is a dangerous trend, made even more dan· 
gerous because of the exponentlal nse .n 111e MJrld's 

population. 



Make no mistake about th• dlnglf hint. We 
are not just talklng about th• loll of economic oppor· 
tunity- lost mall.ets, lost expo111, lolt job&. We are 
talking about the failure to trtlt cOl'lditioNI mat creata 
instability. We are talking about chronic food short· 
ages, devastating diseases and illitaracy that destroy 
human productive capacity, anvironmentlll damage 
that forces people to migrate, and population growth 
rates that inhibit economic growth and cause social 
tensions and even civil war. 

Those who suggest that our nation can afford to 
reduce our foreign aid budget sttll lurttter are playing 
with ftra. Thay are yielding Iha ground of responsible 
stewardship of our national interests to the isolation· 
istS and the populists. 

Thanks to !he President's successful deficit re
duction program and the economic growth achieved 
largely by his export promotion policies, wa will be 
able to give a tax cut to the middle class. But to con· 
tinue the progres.s we have made, his budget request 
for FV 1996 will responsibly praserva American inter· 
national leadership. If we sacrifice that in a bidding 
war for short term political gain, we will have to an· 
swerto coming generations. For a vary dynamic 
global economy may pass us by. 

What I fear is that we may lose much of the in· 
temalional leadership shaped by a bipartisan 
consensus over the past 48 years in the flrst 100 days 
of the next Congress. My fear is that the Budget 
Resolution process wiU cut so deeply, through raci· 
sions and lowering the caps across the board, that we 
will slide almost unconsciously into isolationism. We 
will wake up one day next spring and ask ourselves 
what happened to a bipartisan foreign policy that has 
served us so well. And then it wilt be too late. Some· 
one will then write a book. perhaps enlitled "Vllhile 
America Slept.• 

That won't happen if voices of reason speak up. 
We cannot exercise influence over Iha international 
community in some rosier future if wa abdicate re· 
sponsibility now. Leadership is not a faucet we can 
tum off and on. It is a commitment.. because it spe1kl 
to our notion of what a community of nations should 
be, and how that community should comport itlelf. 

The threat is international dllardlr, 1nd it ia a 
~threat. because it andangln the politic a~ 
economic, and security intal'llllaffll Unitld Stltlta. 
How should we reply? The 1nMlf lhould bi appar· 
ent By mounting a response illl 111 fll lhreat mat 
is, not the threat that was. That l'llPOIWI ia 1 poWcy at 
crisis prevention, and foreign assistance plays a can· 
tral role in it 

The end of the Cold War unleashed ethnic, en'Ji· 
ronmental, and political tensions that are still 
emerging. The fact that we have seen only a few na· 
tions fail does not mean that the threat is not real. 
Events take time to gestate; this is particularly true of 
protracted, complex crises, in which natural disasters 
and political breakdowns combine with refugee 
movements, lack of infrastructure, a.all donor fatigue. 
At a certain point wartordism, aggression, and crimi· 
nality masquerading as governance become 
inevitable. 

A diplomacy that focusas only on the represen· 
tations of sovereign governments and not on the 
conditions !hat put those governments and our inter· 
ests at risk will forever be caught short We cannot 
simply wall out !he chaos beyond our borders. Mil· 
lions of relugees, the spread of drug trafficking, 
pollution of our air and water and ma disruption and 
loss of markets will inevitably undermine our security 
and our standard of living. Economically, politically 
and morally, we will pay a price if we ignore mesa 
conditions. 

This is where American leadership -in the se· 
curity field, in international economics, in diplomacy 
~in ma Held of development- comes so vitally 
into play. For just as disorder feeds on itself. so does 
sustainable development. So does respect for me 
rule of law. So does the expectation of international 
order. And so does democratic governance. If we 
want to create positive selt·lulfilling prophecies in 
these areas, the United States has to lead. 

To those who want a hard-headed cost·banefit 
analysis, I would say, the price of peace and stability 
is infinitely less than the cost of reconstructing eminl 
nations. Ho Chi Minh once threatened "One, Two, 
Many Vietnams. • The international community simply 
does not have the resourcas or the will to deal with 
·one, Two, Many Rwandas.· Not consistently. Not 
year after year. It is far, far more economical to pre· 
vent than to reconstruct 

The development approaches we advocate for 
our programs and those of other donor governments 
-approaches that focus on decentralization, local 
and individual empowerment- addres.s the alien· 
ation and powertessnes.s that drive the conditions that 
creata disorder. If people can acquire the necessary 
tools, and the freedom to use them, they will create 
opportunities to solve their own problems. They will 
actively work for their own well· being and in doing so 
they will help us achieve peace and stability, two 
longtime objectives of our fotelljn policy. 

Foreign aid creates 1obs fat American workers 
and advances our econOl'lllC well being. But trade 
does not simply matenalal. The ground must be pre
pared fim. The enabli119 ttMronment must be right 
before capital will beg1111C lklw. That 1s partly a mat· 
tar of policy reforms: Thet 11 why we are helping 
nations liberalize thBlr ma!UCI. That is wtry we have 
launched initiatives to rlll!IOYI ll'ISU'OJt!Onal and legal 
barriers to trade. That is why we 1r1 fostering trading 
cultures that are rec elJ(IQtl IC tor119n investment. And 
that is wtry we are su~ Pl'OQrams mat create 
broad·based acono!TI!c IJl'OWG'l •n developing coun· 
tries. All these endeavon l'lt!IO crut1 markets that 
have the desire and tl'lt ~11 to buy what we 
have to sail. 

Contrary to tl'la HtntlQe Foundation assertion, 
every major trading naoon ""used toreign aid as a 
primary means of bu1ld1119 m.tn111 And our emphasis 
on supporting broad 1nstlMlOl'l1I cnange is producing 
enormous benefits: OevtlOCOf19 naoons now repra· 
sent the fasting growmg m11'\1tS tor A.mencan goods. 
They are growing ten nmts u Qu1cllJy as our tradi· 
tional markets in Euro1>1 and Japan Developing 
countries are parncularty QOOCI customers for our 

high·valua exports: pollution control equipment. com· 
puters, communications equipment.. and expert 
services. Exports to emerging economies in Latin 
America and Asia are one of Iha main reasons our un· 
employment is low and why the export sector 1s 
leading our economic growth. 

What than should we say to those who claim 
that foreign aid is nothing more than international wel
fare, that aid creates dependancy, that the market will 
do the job, that events in places like Rwanda or 
Bosnia or Haiti don't really affect us? What should we 
say to those who argue for trade, not atd, or for atd 
tied to exports, not development assistance? What 
should we say to those who claim that we are mrow
ing our money down a ra!hola 1 

We say. look at the facts. They say otharwise. 

The two great political parties of our nation now 
have an oppommity to govern toqether. The people 
expect us to be responsible. The people know mat 
their incomes and their jobs are tied to the global 
economy as never before. 

Thay know that in the post·Cold Warwortd, Iha 
United States has a unique opportunity-ID deal di· • 
reedy with the international factors that c111 advance 
our political and economic interests or injure them 
profoundly. 

They know that we stand now at a turning point 
and that irresponsible stewardship can doom fubJre 
generations. 

They know that developing foreign markets, sta· 
bilizing populalion growth, promoting democracy and 
preserving the environment is the right thing to do. 
They know this even if they don't like the sound al the 
phrase •foreign aid: 

They know these things. but they expact their 
leaders to remind them from lime to lime of these self· 
avid1nt trutils. 

The American aid program has changed. I in· 

vita the new Congress to look at it closely. We nave 
presented a new vision for a post·Cold War. post· 
GA TT world. We have reorganized, retonned, 
reinvented and reengineered. It is in fact a new 
USAIO whose mission is relevant and whose commit· 
ment is to produce results. 

We haven't made these changes 1ust to save a 
bureaucracy, We have fixed what ts wrong oec a use 
we believe that if America is to lead. re must lead W11t1 
the best development agency in !he wand. And we do 
believe America must lead. I look forward 10 wor\1ng 
with the RapubUcans and the Oemocrau at me oew 
Congress as we forge a new bipartisan consensus •n 
support of our foreign assistance programs. 

-ENO-



U.S. Exports and Aid Levels for Selected Countries 

Average Annual Average U.S. U.S. ODA Levels 
Country U.S. Exports Export Growth (Total) 

1992 1993 1985-93 1953-61 1961-86 

Korea 14.6 14.8 12.6% 2.6 2.9 

Taiwan 15.2 16.2 17.5% 1.0 0.3 

Thailand 4.0 3.8 22.6% 0.3 0.8 

Indonesia 2.8 2.8 17.1 % 0.2 3.1 

Spain 5.5 4.2 11.4% 0.9 0.2 

Portugal 1.0 0.7 6.7% 0.0 1.0 

Greece 0.9 0.9 10.6% 0.5 0.2 

Turkey 2.7 3.4 14.7% 1.1 3.0 

Tunisia 0.2 0.2 15.4% 0.2 0.8 

Chile 2.4 2.6 18.2% 0.2 1.1 

Colombia 3.3 3.2 10.5% 0.1 1.4 

Mexico 40.6 41.6 15.0% 0.0 0.3 

(All figures in$ billions) 
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Democracy's but~resS 

D espite the occa-
sional setback, U.S. f OREIGN AID 
democracy con-

Congress•s new Repub
lican leadership ra1y 
seek to IX fomgn aid 
without ~nting it 1 
fair heanng. If that 
happens. here are some 
of the facts that might 

tinues its millennial Freedom is expanding 
march across the globe. around the worfd. But not 
The annual report of . without 8 little help 
the human-rights . • 
group Freedom House 
hails seven new democracies, bringing 
the total worldwide to I I 4. It laments 
just one loss: Gambia's elected govern
ment fell to a military coup this year. 

It is a great tribute to the growing cur· 
rency of democratic values that today 60 
percent of the world's nations are 
democracies. Yet it's a sign of the chal· 
lenge facing democracy that more than 
half the world's population still lives 
under dictatorships - many in commu· 
nist China. 

The res:ion also warns that in many 
countries freedom remains fra&ile, espe· 
cially in Africa and the Western Hemi·. 
sphere. To strengthen it, powers such as 
the United States need to continue sup
porting fledgling democracies. 

No one in Washington would publicly 
disagree with that reasoning. Yet the 
Clinton administration is rightly wor· 
ried that foreign aict, a key toOI for pro
moti ng democrac.y (and thus tranquil
lity) abroad, is reaching new levels of· 
unpopularity in Congress. · 

J. Brian Atwood, administrator of the 
U.S. Agency for JntemationaJ Develop
ment. recently expressed the fear that 

· not be aired: 
U.S. foreign aid represents only 0. 7 

percent ($ 12.3 billion) of the totaJ fed
eral budJet, down from 0.9 percent dur· 
ing President Bush•s last year in ofrice. 
That aid costs the average family just 
$44 a year. And since the Soviet 
empire's collapse, American aid is 
increasingly aimed at social and eco
nomic <Sevelopment, not military assis
tance. 

Foreign aid is widely misperceived as 
a handout to nations that often don '1 
deserve it. That notion would be easier 
to dispel if the United States were not 
still bankrolling a few authoritarian 
countries such as Kenya - slated to 
receive $40 million this fiscal year -
and others that blatantly violate human 
rights, such as MauritaniL 

For the most pan, though, foreign aid 
remains a smart - and necessary -
investment to encourage nations to free 
their people and their economies, and to 
draw their authority from p0pular con
sent. AJmost invariably, such nations 
evolve into reliable pohticaJ friends for 
the United States, and fruitful tradina 
partners. 

For more information, contact USAID press office ••. 
202-647-4274. 

~ . 
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EDITORIALS 

A banned·aid solution 
G~tting foreign ~id is a._ trend~ idea that traffics 

in myths and ignores America's self-interest. 
When the Republican-controlled In reality, the budget for foreign 

Congress comes back to town after assistance bas slipped to Its lowest 
the holidays, one of the fiMt targets level since World War n and ls down 
for its budget ax will be foreign aid. 20 percent from 1991. Today, the 

, Republicans on Capitol Hill plan United States spends less than 1 per-
tt' treat foreign aid pretty much as cent of its gross domestic product on 
tbcy11 treat welfare: slash it foreign aid, which ranks it last 

They plan to roll back what they among 21 industrialized nations. lre
:;ee as handouts to poor nations by 1s land, New 7.ealand, Spain, Portugal, 
to 20 percent across the 00ard, except Finland and Canada all rank higher 

, for the Middle East and former So- on that list than does the mighty 
"iet bloc nations. United States. 

Key Republican legislators say Moreover, as past Republican ad· 
l;iey especially want to eliminate ministrations have learned foreign 
around SI billion in annual develop- aid provides economic benefits to the 
ment aid to Africa, be~l.lSP. tt hasn't United States. 
helped economies ther~. and to slash By promoting growth abroad, aid 
appropriations for world population helps increase exports to developing 
control and international agencies countries, which represent nearly 40 
that lend to poor nations. What aid percent of total U.S. sales overseas. 
remains, Republicans say, should be And much of the foreign aid budget 
targeted at countries where America is spent on US. goods and services, or 
has clear national-security interests, goes to programs that promote in· 

· such as Israel, Egypt and Ukraine. vestment and expon opportunities 
, Anything else, they argue, ts money for American firms. 

down a bole. Nor, in the post.Cold War era, can 
In times of scarcity, when Amert· America's strategic interests be de

'I , cans are worried about their own fined neatly by military alliances. 
, ' economic security, and have elected For example, American aid for 

. f ·· a Congrea intent on dismantling the bolstering Third World police 
· domestic social safety net, gutting forces may help to combat drug 
. foreign aid may seem to make sense. smuggling. Or aid to new industrial 
' The management of U.S. foreign aid, nations for pollution controls may 

long in question, ls already being help curb emissions that could one 
overhauled under a Democratic ad- day poison America. 
ministration. And aid to Russia, however frus-

But just as the gung-ho approach trating the delivery process, is an 
to gutting federal social spending investment in a nation whose fu· 
reveals its flaws upon closer exami· tu re stability is crucial to America's 
nation, so does the argument for future. In a time of global transi· 
slashing foreign aid. For example tion, applying a meat ax to foreign 
the current Republican attitude ~ aid for ideological reasons is woe
fed by a prevalent myth that a large fully shonsighted. Overhaul aid -
portion or the federal budget goes to .... yes - but based on facts please, not 
foreign aid. on myths. 




