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ABSTRACT

If Congress appropriates most or all of funds the President has
requested for foreign aid in FY 1986, it will have obligated, since 1946,
the equivalent in FY 86 dollars of more than $825 billion of foreign aid.
This report provides a broad overview of vhere that aid has gone, both by
region and by program. It also explores briefly the original rationale

for foreign aid, how that rationale changed and became more ambiguous, and

how disil lusiommeant with early aid efforts led to changes in the character,

acope, and mix of our aid programs.
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AN 'OVERVIEW OF U.S. POREIGN AID PROGRAMS

INTRODUCTION

» This report summarizes some major issues and trends in the history
of post-World War II U S. foreign aid. lts purpose-is to show - and
explain - some of the major patterns and issues in the evolution of
U.S. aid programs their beginnings in Europe, the shift in focus to
Agia, the major problems that developed, and the major changes in pro-
grams that were instituted in response to those problems. As a way. of -
illustrating these patterns the -report will -show how U.S. 0hudgetary
obligations have shifted, first across regions, then by major program,
and finally as a percent of our national wealth. The report is designed

to providerrperspectiveﬁ on the dilemmas and challenges  that Congress

faces in reviewing FY86 aid proposals.

ORIGINS OF POST WORLD WAR II FOREIGN AID: THE MARSHALL PLAN

Modern peacetime foreign aid began with msssive assistance to the
countries of western Europe following World War II. In the years between
1947 and 1953, the value of that aid,_in real terms, was grester than
the total. annual amount of our subsequent aid to developing countries in
all but a couple of peak years. This early experience is important for
three reasons: ‘ . -

' First, though part of the motive for giving the aid vas humanitarian,‘
the major‘goal was.to contain communism. The United'States was very much
concerned at the time about the rising strength of communist parties in

Western‘Europe}
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r.’hericans believed that poverty and hopelessness bred connunism,
that growth and proaperity vere the best antidotes to communism.

‘ oecond, this was an enormously successful foreign aid story. It
ahowed that large-ecale infuaions of money and commodities could, under_
the right circumstancea. produce growth and == one could argue -- retard
the spread of communism. ‘ ‘

'.l'hird, this success vas achieved in societies that had already de-
veloped the traditione, inatitutiona, and skills necessary to produce sus-

tained economic growth. European aid recipiente primarily needed resources

for rehuilding .

THE ASIAN POCUS: ATTEMPT TO REPLICATE SUCCESS OF MARSHALL PLAN

After the Marshall Plan the focus of foreign aid shifted to Aaia. As
the scale of the Sino-Soviet communist bloc became clear, as the challenge
to U.8. leadership posed by the Korean War emerged, and as the economic
and aecurity problena of emerging nations became: more obvious, policy
nakers saw the replication of a Marshall Plan-type ‘'of strategy in Asia as
an important inat'rtine_nt for protecting first Korea.,f,Taiwan, and _Indochina_,‘
and subsequently other' Asian countries, ‘againeit ‘comnnnie"t' expansion and
infiitration. : | |

Three features of this phase otf our foreign aid merit special atten-
tion: - o | ) ‘ | |

First, though we didn't fu11y recognize the significance of the fact
at the tine. theae countriea generally 1acked the organizational. educa-
tional and cultural infraatructure of developnent. Rather, they needed to

undergo eignificant - and often slow and painful ~= change before economic

growth and conpetitive politlca would be posaible.
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Second, the threats;to these countries seemed to be not only economic,
but military as well. Communism was seen as expanding not only through .
domestic political movements, but through guerrilla-type insurgencies and

RE W

large scale military actions- as well. Thus, we saw the need for both eco~
nomic and military assistance. |
Third, by the late 1950s, we decided that, if our economic aid was to

be persuasive in the struggle to reduce the appeal of communism, it would

. L
rooa

have to appear to be motivated by a disinterested concern for promoting

growth in Asian countries, ‘not by an American national security concern

for containing communism.

TWO KEY PROBLEMS WITH SUBSEQUENT AID

These three features of foreign aid in the 19508 and early 1960s are
important because they help to explain two major aspects of our subsquent

aid-program:l confusion over the goals of the program,: and disillusionment*

" with its results.r-

,Confusion Over Goals

When, as part ot‘our strategy to counter communism on the Sino-Soviet
periphery, we set up separate institutions to promote economic development,,
‘those institutions acquired .a life and legitimacy of their own. Though ,
lsome said that we should support economic development as a means to thet
lfend of countering the spread of communism,‘others argued that we should bew
"supporting economic development for economic.development.s sake, 'out :of
'humanitarian concerns and because, in the long run, everyone would benefit
from a more developed world. We, as a nation, have in short, become con-_

St

fused by our own rhetoric. We aren't clear in our collective mind whether‘



support for development ahould be a meana to containing communiam or an

end 111 itaelf. j}‘””’ R 5 ‘ S , : ‘- R ,i}. : ' : ! H-» T

Diailluaionment o ' ‘

Americana -— and Congreaa eapecially -vquickly became diailluaioned
with foreign aid. Thia diailluaionment apread and deepened over tvo decades
reaching ita peak with the fall of Vietnam, where maaaive infuaiona of mili-
tary aid, development aaaiatance, and budget aupport vere unable to promote'
atable and effective government or auatained economic growth let alone‘
provide a successful antidote to communist aubveraion and expanaion.v Why
this sense of falge expectation and subsequent diailluaionnent?

Primarily because we expected foreign aid to work in Aaia, an'd"aubae-i,,
quently in Latin America and the Middle East, much‘faa it had vorked in-
Heatern”iL'Europe. Just as Western Europe had been thrown off courae by
Horldwar II, Aaia had been . thrown off course: by colonialiam. Hith infuaiona
of money, military aupport, and technical aaaiatance, many Americana expected
to have new nationa of Asia on their feet ‘in a few more yeara than it had .
.talcen for the nations of Europe, able to withatand communiam on their own.
The United Statea, as a nation, is atill coming to terma with Juat how
" wrongthoae‘ expectationa were. “We .are atill learning juat hov much ia,:_\
,'involved in building the inatitutiona » the leaderahip, the knowledge, and"‘ ,
the peraonal beliefs that are neceaaary to auatain economic growth along.;';,-;
aide even moderate levels of political freedom. RRER . K

Hany Anericana were ahocked to diacover that the governmenta, as well
aa the economies, of the countriea we were trying to help were . undeveloped.5
‘ﬁthey were often inept, corrupt, and repreaaive. Many were angered when
-our lilitary aid waa uaed to repreaa legitinate opponents of the regimea

we aupported,* Hany vere outraged when our military and economic aid lined
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the pockets Lof the already we11-to-do. , Many ‘were. frustrated when evenlf
the. well-meaning recipients of' our aid were unable to use “our money andv

advice to promote growth.

The disillusionment had 'three major aspects to- it..“

First, whereas in Europe our aid seemed to help the people, in- the
underdeveloped world it seemed to help - government leaders,. often at 'the
apparent expense of the people. - U.S. aid seemed to be keeping the corrupt :
and repressive in power, adding to- ‘their: corruption and repression. Second,

whereas in Europe” our aid produced dramatic results within five or
six years, in the underdeveloped world it seemed to have little if any
positive effects.' He didn t see dramatic growth or the eradication of
poverty. r | : .

Third whereau in Europe our aid was received with appreciation, in
the underdevelo d‘ world ‘the reaction seemed to be suspicion about our
motives, vocal criticism of our economic system, and anti-Americanism in‘

Tty

international organizations.

RESULTING'EVOLUTION IN: FOREIGN: AID - ¢

A number of maj\or-cha‘nge's in ouri' foreign aid _p‘fo‘grams since the mid-
nineteen fifties can be understood ag ”}'reactiOns»”to".'?%th"e:s’e:,;-; aspects “"of our
national disillusionment with foreign aid: o e 5,;;‘5 ,;,[; B

First, our major military, development, and commodity aid prog ams
have been subjected to increasingly rigorous and detailed restrictions as
Congress and the enecutive branch have tried to stem the use of aid to_;; :
promote repression,‘ corruption,‘ and. the enrichment of the already privi-f’,d
leged. = .

i

works theories that have been used, in part at least, ‘to support arguments -'

u,‘m o
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”that though we haven tueeen dramatic reaulta from our recent aid efforts,
our new approach will be more effective. f1:f?lf. ﬂf‘ S {ﬂfﬂ

Third, we have aeen a major ehift away from grant military aid toward
greater reliance on foreign military caeh and credit arms ealee in reaponae
to- the argument that recipient countriea ehould have become able to provide
for their. own defenee., S ‘ PR

And fourth, we have seen a very substantial- long-term decline in over-’

all aid levele, relative to our national wealth.

REﬁVAﬁﬁATION OF RESULTS OF EARLY AID EXPERIENCE

One final word on disillusionment. We are now in a period of reeval-
uation. It seems clear that our time horizons for aaaeeaing impact of aid
to Aaia was too ehort.’ From the perapective of 1985, the eecurity and eco-
nomic aituatione of a number of countries of South and Southeaet Asia have
dramatically improved from what they were in the late 19503. That eaid, of
courae, it s not clear how much of that improvement was the reeult of
U.S. aid. Nbr 18 it clear whether the returne on that aid juatify the
coat.b Thia perepective makee it abundantly clear, however,‘ae we look at
problema of aid to countries in Africa, that there are’ no quick or eaay

‘aolutiona to the pervaaive underdevelopment An much of that continent.~

RERE

., aunczmu TRENDS

The trends and themea developed above can be graphically eummarized in

' ;hudgetary ‘terms through charta ahoving regional patterna, programmatic pat-?
;;terna and obligations ae a share of GNP. Theue charta do not include mili-

,,”.tary aid money that went to eupport the Vietnam Har effort under the Defenee

Departnent 8 Military Aeaietance Service Pund program. ‘The Appendix con-f

bhtaina Tables on which theae charts are baaed.
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Evolution of Aid Programs Across Regions

The following charts show the evolution‘of‘U.S.‘poat-war7aid obliga=- .

tions across regions of the world, in two-year averages. These figures are

adjusted for inflation. They areaexpressed in:terms;of the real value of"

1986 dollar equivalents. The 19865figurewia;for what the President reqneated.

Charts I-V show each region aeparately on the same‘scale;: building atep by
step, region by region, toward Chart VI, a atacked bar graph that ahowa

all five regional programa ‘on a single graph.

ot
TN

| Chart.I |
US AID TO EUROPE, 1946 1986
4230 1 (n bilons of constont 1986  dollars)
"2?‘9.,‘?» _
srs0] H ! |
31oo-P  H
350 Bilikibinin
w-za..wﬂﬂﬂﬂmmmvmmmﬂﬂﬂ

- Fiscal Years

Chart 1 ahowa aid to Europe, with the heavy focua on the early period,

peaking at an average of about $24 billion per year == in 1986 dollar equi-f

valontl - in 1950 and 1951. That aid shifta toward Greece and Turkey in the



1950s, aud shows a revival of aid to: the southern region of Europe in the*
1980s.-:‘

Chart II shows aid to Asia. »The najor growth: occurs in the: 1954-1955”

period, reaching a peak in the early seventies, with an abrupt fall-off

after Vietnam. Actual aid levels to Asia between 1966 and 1975 were signi-

ficantly higher than. those shown if one includes transfers under the Defense~

Department's Hilitary Assistance Service Fund, (MASF) a program designed to5i

provide military aid primarily to. Vietnal, but also to our allies fighting'

in Vietnam.; A total of over 340 billion (in constant l986 dollars) was

spent through HASF during these years with the ‘peak’ in l973 when obligations
were 38 35 ‘billion (in l986 dollars).:

Chart I

U .S. AID-TO ASIA, 1946—-1986
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Chart III ahown aid to the Hiddle East, a modest recipient until

l972-73. By 1976-77, however, ic replaces ‘Asia as the largest recipient,'

mich it remains c° this day.,u

chart 111

U S AID TO THE MIDDLE EAST 1946 1986

«««««
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Both Africa and Latin Anerica are

when aid is discuaaed,

¢:.

0o

| -..cas:-lo,._:v

‘the focus of much policy attencion

ﬁ

but Charta IV and V dranatize the relatively anall;

roles that both have played as aid recipienta. First Africa...,:

$25.0 71—

$20.0 4

4150

US AID TO AF'RICA 1946 1986

(in billions of constant 1986 dollars)

$10.0 1—,

’5.0 :-. _

ﬂﬁ%%éggﬁzéizéﬁéiéﬁéaig

Fiscql -Years:
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and next Latin Anerics. Chart v shows the.growth spurt of the Alliance for

; "the_62-67‘period, and: the reemetgence of eid to Centtsl America
in the nineteen eighties.

ché"rt V

U S AID TO LATIN AMERICA 1946 1986

3250 | (m ‘billions' of constant: 1986 dollars)

$20.0 :

$15.0 4
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Chart VI puts the five proceeding ones together to provide a- regiousl
overview of U S. , aid programs The dom:l.nance of Asia between 1954 “and’
1973 stands out, ‘a8 does the subsequent ‘emergence of “the" Middle East.

Chart VI .

US FOREIGN AD, 1946— 86 BY MAJOR :REGION
.(in billions of constant-1986 dollars)
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Evolution of Aid by Major Programs

The next set of .charts. show the major program components of this aid.
Again, each component is presented separately, and then Chart XII shows how
they add up to,the totality of U.S. foreign aid.

First, development aid is shown in Chart VII. High as an element inq»
early European aid, development aid declined during the focus ‘on security
assistance in Asia’ in the mid-l9508, emerged to a peak in 1964-65 when 1t
appealed both as a means of containing communism and .as an end in itself

then . declined ‘a8 disillusionment set in,.

Chart VII

 U.S. DEVELOPMENT ASSISTANCE

(in billions of constant 1986 dollars)
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Chart VIII shows food aid. It'emerges“asiaﬁgimpoftant‘ala machanism
in the m:ld-19503, peaking during 1962-63- The--f‘subaeqaeniffaeéliﬁérwas«éven
more dramstic than it appears here because ‘steep” increases in grain. prices
resulted in major declines in the amount of food .that couldi-be ‘bought per

dq;lar\expended.
*Chiart VIIT

U S 'FOOD AID |
(ln bllllons of constont 1986 dollors)
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Hulttlateral aid (Chart Ix) emerged “in. the early 19603 1n conjunction

with the ”dev opnent for development's sake” view, butrhaa‘never become &

dominant feature 1n U.S. aid.

‘Chart IX

U.S. MULTILATERAL BANK AID

$15.0  (in bllllons of constant 1986 dollars)
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The Economic Support Fund (ESF) and ita precursor prograns (Chart X)
vere substantial in the nid-1950', but declined during the 19608 and earlyf
1970s. ESF began to reemerge in the late 19708 ‘as one: of : thexfew programs
that provides flexible and tinely aid in support of national security
goals. It is now focused on the Israel. Egvot, Pakistan and countries of

Centrsl America.

Chart X .

U S ECONOMIC SUPPORT FUND TYPE AID
" (in billions .of constant 1986 dollors)
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‘v, Finally, the real value of military aid ia seen. in Chart XI Thia '
has' been the largeat aid category during much of .the. poat war period
Peaka appear in 1952-53 becauae of Greece, Taiwan, and Korea, and in 1972-73
becauae of Vietnam It haa, in the paat five yeara, again begun to . grow
following a low point in 1980-81

Chart XI

‘U.S. MILITARY AD’

(m bllllons of constont 1986 dollors)
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Chart XII shows the 1mpreaaive scale of early aid to Europe and Asia,j

' _l\ratfof foreign aid 8ubsequent1y, 1n real terms In only three ofﬂ
lt fall below $15 billion (1n 1986 dollara)

Chart XII

,U S FOREIGN A|D 1946- 86, BY. MAJOR PROGRAM
. (in bllllons of constant 1986 dollars) |
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' Chart XIII ahowe the ahifing balance ‘between economic and military aid
programa.t The dominance of development aid through 1951 ia clear, aa ia the*‘
emergence of military aid as the major type of aid in 1952 with a aubatan-
tial component of economic aupport emerging over the next decade. Develop-l,
ment aid reemergea aa the dominant type between 1960 and_1969. Military aid{}

dominatea in the early 1970a (incluaion of MASF wou"i:ahow even greater.

.;..

1972 and 1981. Finally, the g-owth of ESF aa a. major program component ia‘
clear beginning around 1974.1.
| | Chart XIIT

U.S. FOREIGN AID, 1946 - 1986

Dlstnbutlon omong Developmentol ESF—Type.‘ and Mllitory Programs
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Aid ea a Percent of Grosa National Product .

The final image (Chart XIV) reflects national comitment ’to foreign»“
aid.‘ Thia is illustrated by annual foreign aid obligations as a share of
U.S. Grosa National Product. Aid to Europe and Asia through 1951 ‘Fan over
22 of GNP. The late 19503 and early 19603 aaw aid at about 17 of GNP.\ .Th &
‘effecta of diaillusionment and an increasing focus on domestic U.S. prob- , f
lems are clearly evident in the progresaive decline 'since 1963 cq"'a\-’low?%f_‘? "
lesa than four-tentha of ~one percent in 1981. : :3 e |

Chart XIV -

U S FOREIGN AID, AS A % OF G NP
Cnt two—year averages, 1946-1986 e
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'APPENDIX

| TABLES OF FOREIGN AID
' OBLIGATIONS 1946-86 -
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Gk 7 Table 1 oy
L U.».”Foreign ‘Ald , 1946-86, by Major Region
(Z-year Lverages, in billions of constant 1986 dollars)

fearﬁ? ; Europef ”h, Mid-East Africar L,,America; 'g;zfotals

1946-47  $18. 341§ s 109 .02 8149 $22.353

1948-49 20 138f 4 .003; gﬁ;,ooz B LTI 25,106

28 051

1950-51 23.9o7t

Lo ez Lo

1952-53 17 713' . w21 '.;123 227

1954-55 7. 1323 ,-iJQja'i o Less 084 7l‘.37z © 6. 521
iyii956457 ]}4 998} 19.606° . 1;b§3¥ $§”J6?é; L 034 :5f;16 824
'i71958-59j 4840 T7f9°5;e o "',f795‘ 14548
" 1960-61' G ;a.saé*‘ 2055 466 L33 16
1962-63 ﬁ355§i; 595355: : 24243‘ 1026 ~,5‘52i57 f¢f19.524
194-65 2,004 7740 1,473 .75 331 15.291
‘;';96§§573 ;_1;j§§§ ib,409  LTa © .88l 3. 272 18.101
Clsme9 L2l WM Las.en0 1.909.  16.610
f%;;ézqfii? l:éﬁ}l ;1;§7l*. 2:in1;326 v;{;69§? %i;525£§ ~}Q16a475

1972473 L0420 1ha767 4549, 14293 fs{19 368

;31974_75; -%;-555‘ 6,012 4264 k2 15073 1ff1z 554
251976-773 7ri 052 ; 2,876 -&#géfiélf% gt 3?551*5 7;112 043
&}1978-79f kgl 243?; i;ogsl* fﬁ3;5f5105: L‘;Bsai" ‘f‘iégii 'l£13,415
5{1982-83[ s1 657.ilf‘ 1. 712i. ‘;ufs 723ﬁ§  ;;18535 ﬁ13524*{ 5*:11 605
o | | | ff?13 359

{j;984-85“ 2310 L 953}; 5. 879" s1'$40T | :
N /R S S S o

1986 3.078s‘.j;f1 9255f 5. 864 : a1 3101' ,1 968 -j13 145
Totals s243;7ao - $268. 478;3 $115 264 $zs saoay $55 420 $7oa 472

*/ This table does not include’ ‘about $120 billion in foreign aid oblication
that were not focused on specific regions. il

¥/ Adlinistration request

*%/ Note: because figures for each two year period are averages, totals for th
30 years are double what would be obtained by adding the column. R
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A ianie‘ii =
R U S. Foreign Ald, 1946-86. By Major Programa A
(2-year averages, in billione of. constant .1986-dollars)
o : f’ “? Other Multilateral Economic
Development .- Food  conomic¢ Development = Support - Military
Yea: _; Aaeistance Al Al¢ Banks Fund Aid . Total
14647 86797 $22.70: st $4o7 “431.658
1948-49 l$f4748£f S '10.499 | - LAl ’o:26.391
1950-51 | 13 392' : 480 fé 332 11, 520 fﬁiéq.sza
1952-53 6,797 .82 | 1.377 1. 297“; 14, 326 bw“f724.479
1954=55 ‘f 2 21734 -”1".‘2”1'9&"‘i ";606 5 650@ 8 147 17.839
1956=57 1. 242 3.862 'iﬁiész L1 .42 s, 240 18.419
1958-59 . ,_3,22;}7 2,953 ’;379 J*L“ | 'ifézz‘ ?;6 913 16,438
1960-61 361 372 Eﬁ.szl 270 2,920 7.641 18757
1962-63 fié;iba;' 4849 2124 500 72;404j LF;s.ﬁéi" 21,977
1964-65 5320 4714 1116 693 1575 4008 17.523
1966-67 4 1869 3.943" ! :960 1120 2609 7.012  20.522
1968-69 ' 3662 3590 882 1201 1:500 8«239'  19.164

1970-71 3 169ﬂ, 3062 721 «iaéééz f‘ 9. 368 18.570

1972-73 3.057 2759 1139 0SS 1, 466 12, 275 21,755

1974-75 z 2064. 2300 iase. 1610 185 -6 774;' 15,603
1976-77 ) 156 2,305 *f’oébg L s, 67 4 324 14,969
;1978-79 z 478;5; “i;éﬁif' o .341“ ~é§6§3f 30 256" 6 893 “ 17.503
¥1980-81 2 143,:‘ :1*95i§f 1 095 :fii%i;; 2*844ff°'f3 484 13.111
‘1982~ z 195. 13400 Lees 1 3. 290.;9 5. 703 15.190

21984-35f) e 857 | “,927f 1.401 3902 6.652‘ 17,252

‘[;,1986 } 2 123f‘ 1 680 1.034 1 348“ 4026 6712 16.921
Totals 72 076 $11o 604 19.538 $36 940 $102 026 5296.158  $827.342

*/ Administration request

#/ Note: because figures for each two year period are averages, totals for the
30 years are double what would be obtained by adding the column._i T
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i Table III :
s U.S. Poreign Aid, 1946-1986
Distribution'among Developmental ESF—Type, and Military Programs

: - ESP & its
Developmental Brecureo;s Mllitary

’ Yearrr
| ?1946-47;5. 98, 71zijr e 29zgj
g 948-49;;: ‘9h.6a7 : '_ ”h 5362
“.195075{f; {ggﬁgng*‘ ’1.;227; 38,897

195253 e 54307 ‘66;592
51954-ss{j‘ -22‘63§aj' ~31;b§if‘ 745 67%
f1956-57f§ 3. 5szgfe té§~ébzf b 74:
1958-59 ‘1. 867, 18. oszh‘ 42.05%
i1960-61,?4 ¥§3.67;"k; 15.59% 40742

}1962-63f; 337.5oz” 10.941; }éjgssz

”1964-65?ﬁ: (gz;sai‘ 8,997 '23;393

1966-67 53128 12715 wan

31968-69{ | 549.18:, ' ’ 7'832? ,34;{§§i>'

PR

_197Qf21'“ ?42 08 7. 47:3 ,fsoié?iﬁ[
1972-73 ;36 34z4;e 6. 74:; 564 azzf;

L W 1 331; wfaa az
197677 i45*?§?l‘3_ 2492 3203
51978'79i" 5‘2;55i.f‘ 1a 59% ‘;39 38zsf
*198°'°1.» St T4z 21, 69:?;: t26.s7z*f
| B 4. sozef;l‘ 21 66:,_ ;f37 542 B

-"84‘35 | 8.0 .62t 38561

'1986 36,557 23.78% 39.672
R .,v, '. ) ,; . ’~ ‘ :. “ J ' " ““7“;"» ‘ . ‘ »k |
szbtﬁlﬂfr.; SLerze 12.332 .35.80%



1950
1951
1952
1953
.-1954

Year

1946,
1947
1948
1949

1955

1956
1957

1958

1959

1960
1961

1962

1967

R

1963

- 1964
1965

1966
1968

‘5;969%‘

1970
1971
1972
1913
1974
1975
1976,
©1977.
1978’
1979

/1980
1982
1983
1984 -
1985
1986
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Table IV

_Foreign Aid as a Percent
of Gross National Product

1946-86

Ald as a % of GNP

147
2,88
" 1.23
3.21

.41
43
.43

.



