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To the OOnfJre88 01 the United States: 

This Nation must begin any discussion of "for
eign aid" in 1961 with the recognition of three 
facts: 

1. Existing foreign aid programs and concepts 
are largely unsatisfactory and unsuited for our 
needs and for the needs of the underdeveloped 
world as it enters the sixties. 

2. The economic collapse of those free but less
deveJoped nations which now stand poised be
tween sustained growth and economic chaos would 
be disastrous to our national security, harmful to. 
our comparative prosperity, and offensive to our 
conscience. 

3. There exists, in the 1960's, a historic oppor
tunity for a major economic assistance effort by 
the free industriplized nations to .move more than 
half the. people of the less-developed nations into 
self-sustained economic growth, while the rest 
move sUbstantially closer to the d.ay when they,. 
too, will no longer have to depend on outside 
assistance. 

I 
Foreign aid-America's unprecedented re

sponse to world challenge&--'has not been the work 
of one party or one administration. It has moved 
forwllrd under the leadership of two great Presi
dents---'Harry Truman tthd'Dwight Eisenhower-:· 
and dr~'wn its Btlpport from forwitrd-ltiOking 
members\()f]jo~h politicM parties in the Congress 
and throughout the Nation. 

1 H. Doc. 117t 87th COD'.,' 1st sess.; trausmitted on 
Mar. 22. 



· Our first ml!jor foreign aid effort w~s an emer
gencyprogram of relief-o£ food and clothing 
an,d s\lelter-to areas devastated by World War II. 
Next we embarked on the Marshall plan.,...a tower
ing and successful program to 1:~build the econ, 
omies of Western Europe and prevent a Com
munist takeover. This was followed by point 4-
an effort to make scientific and technological ad
vances available. to the people oideveloping na
tions. And recently the cO.ncept of development 
assistance, coupled with the OECD [Organization 
for Economic Cooperation and Development l, 
has opened the door to a united free world effort 
to assist the economic and social development of 
the less-developed areas of the world. 

To achieve this new goal we will need to renew 
the spirit of common effort which lay behind our 
past efforts-we must also revise our foreign aid 
organization, and our basic concepts of operation 
to meet the new problems which now confront us. 

For no objective supporter of foreign aid can 
be satisfied with the existingp~ogram-actually 
u multiplicity of programs. Bureaucratically 
frttgmented, awkward and slow, its administra
tion is diffused over a haphazard and irrational 
structure covering at leastiour 'departments and 
several other agencies. The program is based on 
a series of legislative measures and administrative 
procedures conceived at different times and for 
different purposes, many of them' now obsolete, 
inconsistent; and unduly rigid and thus unsuited 
for our present needs and purposes. Its weak
nesses hll.ve begun to undermine confidence in our 
effort both here and abroad. 

The program requires a highly professional 
skilled service, attracting. aubstantial numbers of 
high-caliber men and woroe)l c .. pable of sensit~ve 
dealing with other governments, and with a deep 
ul\derstanding of the. process Of econoroic de
veloproent." However,. 1)!lCilr;tainty and declining 
pUblicprestij@ have .illl. contributed to .a. ;fall in 
tbemoraJeandeJliciencyo£ tb,oseemployeesin 
t\le field who.are repeate<Uy, frustvll<~by. t!leo1l1, 
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lays and confnsions caused by overlapping agency 
jurisdictions and unclear objectives. Only the 
persistent efforts of those dedicated and hard
working public servants, who have kept the pro
gram going, managed to bring some success to 
our efforts overseas. 

In addition, uneven and undependable short
term financing has weakened the incentive for the 
long-term planning and self-help by the recipient 
nations which are essential to serious economic 
development. The lack of stability and continuity 
in the program-the necessity to accommodate all 
planning to a yearly deadline-when combined 
with a oonfusing multiplicity of American aid 
agencies within a single nation abroad-have re
duced the effectiveness of our own assistance and 
made more difficult the task of setting realistic 
targets and sound standards. Piecemeal projects, 
hastily d¢gned to match the rhiYthm of the fiscal 
year are no substitute for orderly long-term plan
ning. The ability to make long-range commit
mente hasenableilthe Soviet Union to use its .aid 
program to make developing nations economically 
dependent on Russian support-thus advancing 
the aims' of world communism; 

Althotigh our aid· programs have helped to 
avoid economic chaos and.collapse, and assisted 
manynations'to maintain their independence and 
freedolll-:-,nevertheless,i'lt is a fact that many 'of 
the nati611s we-are helpfnl!' are not much nearer 
sustained ;economlc'grOwth than they . were when 
Ol1r aid operati6nbegan. ;Yoney spent to meet 
crisis situations or mort-term pOlitical objectives, 
while;helpingtomaintainnationai; integrity and 
indeperiaence MsrarelY 'ln6ved the' 'i'ilcipient 'na
tion toward· greater econOlili()'stll1ii1ity. . 

fe,,' 

II. 
lit the. faCs .of these weaknesses and Imideqlla-' 

ciesJ<.i.ltnd with, the beginning o'f a new. decade of· 
new pwblems .. ·4t1s pboper.that wedraw,l\ack·lind 
QSk'w,itll'!bandll. ,It fundamelltlilquestion:',Is· ,a. 
foretgn<m\dprogramreally neoessary!'Why 
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should we ·not lay down this burden which our 
Nation has now carried for some 15 yeare I 

The answer is that there is no escaping our ob
ligations: our moral obligatiollJl as a wise leader 
and good neighbor in the interdependent com
munity of free nations-our economic 'obligations 
as the wealthiest· people in a world of largely 
poor people, as a nation no longer dependent upon 
the loans from abroad that once helped us 
develop our own economy-and our political 
obligations as the single largest counter to the 
advereariesof freedom. 

To fail to meet those obligations now would be 
disastrous; and, in the long run, more expensive. 
For widespread poverty and chaos lead to a col
lapse of existing political and social structures 
which would inevitably invite the advance of 
totalitarianism into every weak and unstable area. 
Thus our own security would be endangered and 
our prosperity imperiled. A program of aseist
ance to the underdeveloped natiollJl must continue 
because the Nation's interest and the cause of po
litical freedom require it. 

We live at a very special moment in history. 
The whole southern half· of the world-Latin 
America, Africa, the Middle East, and Asia-are 
caught up in the adventures of asserting their in
dependence and modernizing their old ways of life. 
These. new nations need aid in loans and .technical 
assistance just as we in the northern half of the 
world dre.wsucceseively on one another's capital 
and know-how as we moved into industrialization 
and l1lgulargrowth . 
. But in our time these new nations need help for 

a . spe\lial reason. Without exception they are 
under Communist. pressure. In many cases, that 
pressure is direct and military. In othere, it takes 
the form of intense subvereive activity designed 
to~ak down and supereede the new-and often 
frail'-Jllodern institutiollJlthey have thus far built. 

But the fundamentaltll8k of our foreign aid 
program in·the 1960's is not negatively to light 
communism : Its .fundamental task is to help make 
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a·. historical demonstration that in the, 20th cen
tury, as in the 19th...,..in the southern haH of the 
globe as in the north~nomic growth and politi-
001 democracy can develop hand in hand. 

In short we have !lot only obligations to fnifill, 
we have great oppomunitiesto realize. We are, 
I am convinced, on the threohold of a truly united 
and major. effort by the free industrialized nations 
to aesist the less-developed nations on a long-term 
basis. Many of these less-developed nations are on 
the threshold of achieving sufficient economic, 
social, and political strength and self-sustained 
growth to stand permanently on their own feet. 
The 1960's can be-and must be-the crucial "dec
ade Qf development"-the period when many less
developed ~tions make the transjtion into self
sustained growth-the period in which an enlarged 
community of free, stable, and self-reliant nations 
can reduce world tensions and insecurity. This 
goal is in our grasp if, and only if, the other in
dustriaIlzed nations now join us in developing with 
the recipients a set of commonly agreed criteria., 
a set of long-range goals, and a common undertak
ing 'to meet those goals, in which each nation's 
contribution il! related to the contributions of 
others and to the precise needs of each less-de
veloped nation. Our job, in its largest sense, is to 
create a 'new partnership between the northern 
and sOuthern halves of the world, to which all 
ftee' nations can Q(lntrib11te, in·· which eacl, free 
natioh'mq!!faesume .!I- ~pol)sfbi!it)' pr<)portiqnal 
to its means. : . 
, Wel!lI)llt unit\! ,the ~ i~uiltrfu.lizedn8.tions 

In a ¥~~?l,eft'Qrt ~ help, ti).qEIe natloI)ll ')'rithin 
~:OfstI!o;W~~"f~ .~~ un4erway, .. An~, the 
f~);Ii1iiation for ,this unity /la~. aire9<dy been laid by 
the cre~tion of the OECD, unq,er tile leadership of 
P/.'eBiQ:ent Eisenl,lOw~r. $1\0)1 ,&jUli/i,ed e,ort will 
helI? 1!,~el). th~ 'll"'no'lries otthe ne'\';~y develQping 
cojUl!;i'¥' ~'m~ Qrbit'~...,..bringing ~6jIl j;o II stage 

~&If1.iI.lt. _s.u.I\t~. "~wU!,,.. .,fllei;tl. !!Xw~~. ~,!lY9)lt
. 't\!fe~st9.1l~ !II. "ot muired. :If ,tjUs can /Ie 
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don ...... and I have every reason to hope it can be 
don ...... then this decade will be a significant one 
indeed in the history of :freemen. 

But our success in achieving thesego!lls, in creat
ing an environment in which the energies ofstrug
gling 'peopleS can be devoted to constructive pur
poses in the world oommimity-and our success in 
enlisting 'a' greater common effort toward this' end 
on the part Of other industrialized nationE!--'-de
pends toa large el<tent upon the scope and con
tinuity of our own efforts. If we encourage 1'41-
cipientcountries to drll.n:m:tize a series of short
term 'criseS as a basis for our' aid-instead of de
pending on a plan for long-term gOals-then we 
wi11dissipate our funds, our gOOd will and our 
leadership. Nor will we be any Marer to either 
our s"eutity goals 61' lothe end ofthe foreign aid 
burden. ' 

in ,short; this Congress at ',this session must 
make p,?ssible ":,, \lramatic turning point in the 
troubled, history "f foreigll aid to the under
de~eloped,.world., We ,mllSt say ,to the less-de
velope\l n\Ltions, ifthey are willing to undertake 
nooesslI.ry In,ternal reform and se1f-help--and to 
tbeofher 4ldustrialized nations, if they are willing 
to undertake a ~llch greater effort ,on a much 
broader sC\ll ...... that We then intend, during this 
c!>min,g decp,de,,!>t deveIQpmen,t to achieve a ,de-
. cjsive turnaro~nd in tbe 1,ate of the less-d~veloped 
,world, lookillg Wward the ultimlfte day when all 
nations cim be self-reliant and when £oreigll aid 
willno longer beneede~. ,'! 'y ," '",' ," 

However, this ",lll not be an easy task. The 
ma~itude oftjle 'p~~l~s Hi Staggerili~: In 
Latin America, for. exa:mple, l?Optilati~n growth 
isalreadytnreate'nlng 't6out~a'ce eeori<>i1iic 
growth:-and'in sO'ltie partsil'f the cOnt:in,ent Jiving 
Iltaudatif~' are actually dedl:nhi.~.!! inill4'511b.e 
'p6i,liiia:tion~&~ our 20'sl~tii*f'Alile'flca£ ':Repul5ll:b. 
'''as 145innfion, ti I$litw~~eerthant$.a~)6f 
the Utilte~ StttWs; °atdbf t~e yeill200();Iess tpan 
40:\,ears· ~way, ti>tiri':Alne'fibaii pdpulation' will 
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be 592 million, compared with 312 million for the 
United:States. 4tinAmerica will have to double 
its reliLincome in' the next 30 years simply to 
maintain already. low standards of, living, And 
the' problems are no lesS ssrious or demitnding in 
the other developing areas of the world. Thus to 
bring . re .. hco~c\mic 'progress to· Lo,tin America 
and to ·thll'rest ~fthe less-developed· world will 
require a sustained and u.nited effort on the p .. rt 
'ofthe L~tin:,American'Republics,' the United. 
States, andour'freeworld alliee. 

Thiswillreqtiire :lea;det'sliip, by this country 
in this year. And it will require a freshap
prolOOh-a'more 'logical, eJlleient,' and sucCessful 
long-term 'plan-for' A!llSrican foreign . aid;, ,I 
strongly reoommend to the Congress the enact' 
ment of suoo/aplari,'as contained imi measure to 
be.sent shortly to the Congri,ss and described 
below. 

III 

If our foreign aid funds are tobe.prudently and 
effectively used, we need a whole new set of basic 
concepts and principles: 
.• J; tJnified' ·admlnistra.tion . and . opera.tion.,.-a 
siIlgle agency' in' Washiligtonandthe field; 
equipped w\th'9. flexible set of'tooIsi'inplaa! of 
several competing and confusing aid 'units; . 
. ~. C01lllt:rypl~~cllJlll~l)y Jill.o~~~throllgh 
prograrop..il()red::tq:,lI\~the :\l~, "',Id thei'~ 
source potential of each iIldbi~ll~\W)lI)t&, in, 
stead of,,;series ~f:indiYid~~I,.lW~~~,)?rpjeAtS. 
Frequ"'!t);y, inth~ P'!~R'W d~yel~I1l"~t,.go~Js 
and p,,?j~~haven?t bee),. und~ii~k~~ !"\ iril"~ 
steps m a· iong-r~ . economic .•• ~ey~I~I1n!~#i 
progra.m. ' '. 

3. Long-term planning and financing--'-ilie oUly 
. • " , • • ' ..,'" .. ' - • '.,!' J.. " ~ 

way to make' meamngful .. and ecqnomlCai 
commitments. ..', ' ", ' 

4.Spooial eil!pha.sis ,Oil a'lvel?pm""t)Oap.s':'6-
payable in dolI':~more conducive to bUBin~, 



like rela;tioiIs and mutual respect than sustaining 
griJ,nts or loans repaid in local curreneies,'lIilthough 
some instances of the latterareunsvpidable; 

5; Special : attention to those: nationS most· will
ing and able to mobilize theit own resour<iespnake 
necess .. ry social a;nd economic. reforms, .engage in 
long-range planning, and: make ,the. other e«ortB 
necessary H;.thl'l'!' . are to rea.ch'. the ·stage· of self
sustaining growth. ..J . 

6. Multilateralap,proach-a ,plfogrli.m and level 
of commitments designed to encourage and· cOm
plement an ·increasede«<irt by other.industriillized 
na.tions. . ' 

7. A new "gency. with newpe'l'sOnnel-drawing 
upon the most competent and dedicated .caresr 
servants now in the field, and: att,l'acting the .high
est: quality: from every pact of the Nation; 

8. Separation from . military assistance-our 
program of aid to social and economic develop, 
ment must be seen on its own merits, and judged 
in the light of its vital and distinctive contribu
tion to·our basic security nesds. 

IV 
I propose tho,t our sel?"rate and often con~using 

aid :programs be integrated into a single llidn),in
istrl'tion embncing the present Washington and 
field operations of-

A.The 'tn:ternational CoopetatJon'Admin'istra
tion (IdA) andallits technical assistance (point 
4) atid tither progrli.ms; .' .' 

:a.: The Development Loan Fi,uid. (DLF); 
.·C. The food-for-peaceprogrlfm (Public Law 
480) in its relations ",ith otheroouutrieS,while 
also recognizing its eesentid role in our farm 
economy;.. ..'. '.' . 
, D. The local. cUri;euqy lomdingaetiyiti(l!j. ~f th~ . 

Export-lmpoct Bank; .. . 
E.'J;'he Peace Corps, recogni~illg its d~tillctive 

cOntribution ~yon~the lire...oleconQmicdevelQP. -
ment;" :' ::' :.' . 



F'.. The donation of .nonagricultural surpluses 
from other national stockpiles. of .exQ6ss.cOmT 
modities Or equipment ; . 

G. All other related staff and program servic~s 
now provided by thePepartment o,f State:as well 
as.ICA., :' 

The fieldwork' in: all these operations will be 
under' the··direction of a·single missioh ·chiefin 
each country reporting to the American·ambas
sador. This is intended to remove .the· difficulty 
which the aided .CQuntriesand our own field per
sotinel sometimes <\Ilcounter inftnding the proper 
channel of decision making, Similarly, centrwl 
direction and final responsibility in Washington 
will be ftxedin an administrator 'Of a single 
agen<>y~reporting directly to the Secretary of 
State ahd the ~resident-working through Wash
ington dire.ctors for each major geographical 
area, and through the directors of the constituent 
resoure.' 'luits whose fuilctions are drawn together 
in 'each national' pl!tn: a development lending or' 
gi"'izatioll"f;;od-f~~-peace, the Peace Corps, and 
a unit' for techhical' and other assistance stressing 
education and htiman resource"":"initiating a pro
gram.?f: r~~a~9%' dey'eloPllle~t, . and scientific 
evablat,on to. increase the.eil'ectlYeness of OUr aid 
eff()l't;'Il:~~,inlldditiPn,tp.e Se~retary of Stafl'will 
coordin.ate with ~conomjc aid the ,military as
sistance program .administered by,.the pepartme,nt 
of I>efen8~,£he .related operatio»sof the ElICport
Imp9tt E\w»k, and the role of the 'United States in 
the lnter-American Fund for Social Progress, 
Mid aonivities of internati\>nal organizations. 
. 'U»der· thecdu),isdiction of both. the Secretary. of 

State imWiashingbon' and the {lmbassadors ·in, the. 
field,fo1'eig!l'flidMnmoreeffectively play4ts part 
RS'IIi/I.effecbi:veiinstrument of our overaReffolitsfor, 
worljl;· peaCe. land security. The concentration of 
resp6nsibiliti~and! ineneased: status will bothre' 
quire'''IlIl).!biabtnoobJhigh,ealiber' per$Onnell ~'ro· 
gra.mSlSuch ~s:the;Ji!eace .• Corpsflnd.fI)Qd,for-.peace, 
f(l;r from,being::subIilerged,;will be:used'lllore ef-



fecti"ely and itheir distincti,,,e identity lind it ppeal 
preserved--.and food,f~r,pea'ce will continue to be 
based on,availabilities determined' b~"the Depart, 
menfof AgrioultUre. . . 
. , But I '1IJn not proposing ilierely a reshuflling.and 
relabeling of old agencies and their perSoIlher, 
without re~l1d to.theircompetance. I am recom, 
mewing the replacement \>f these agencies. with 
~neW:,on.,.".a freshstertunder:new leadership' . 

V 
, But new orga~izationis not enough. We need 

II new working :concept. 
At the.oenter of til. new effort must be national 

!ievelopment programs., It is .essentio,l that the !le, 
velopingnations set for themselvllS sensible tar, 
gets; that 'thllSe targets bebase<Jon balanoed 
programs for their own economic, e!1ucational, and 
social growth-programs which use their own re, 
sources to the maximum. If planning. assistance is 
required,our own aid organization will be pre, 
pared to respond to requests for such assistance, 
along with the International Bank for Reconstruc, 
tion and Development and other international and 
private institutions. Thus, the first requirement 
is .that each recipient government seriously un' 
dertake to the best of its ability on its own those 
efforts of resource mobilizatiQn, self,help,and\n, 
tarnal reiotm-,-includingland.reform, tax reform, 
and improved .education and social justic&-which 
its own developm~nt requires and which would 
increase its capacity to a!Jsol'b external capital 
productively. . 

These national development programs-and the 
kind of assistance the free world provides-mUst 
be tailored to the recipients' current stage of de· 
velopmentand their foreseeable' potential. . A 
large infusion· of development c .. pital cannot now 
lie abSorbed by many n .. tions newly emerging 
from a wholly underdeveloped condition. 'their 
primary need at first will be thedevelopmento£ 
human resources, educlltion, teclmical assistance; 
and the groundwork of basic facilities andinstitu, 
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tions necessary for further growth. Other coun
tries may' possess the necessary human and 
material resources to move toward status as devel
oping nations, but they need transitional assistance 
ffomthe outside to enable them to mobilize those 
resonrces and move into the more advanced stage 
of development where loans can put them on their 
feet. Still others already have the capacity to 
absorb and effectively utilize substantial invest
ment capital. 

Finll;lly, it will be necessary, for the time being, 
to provide grant assistance to those nations that 
are hard pressed by external or internal pressure 
so that they can meet those pressures and main
taintheidndependence. In such cases it 'will be 
our. objective to help them, as soon as circum
stances permit, make the transition fr!Jm instabil
ity and stagnation .to growth; .shifting our 
.ljSs;stance as rapidly as possible from a grant to a 
develQpment Ipan basis. :For. our new program 
shouJd not be based merely .on reaction to Com, 
munist threats or ~ort-term crises. We have a 
pos.i~h,e mterest i)l helpi)lg leSs-developed nations 
proyiile .. d.e;:'nt living standards for their people 
a11,d"!ljlieye ~)lftjcient strel'gth, self,respect, and 
independenes to become ~~If.reliant member~ of 
t4e .. ~ommunity, Qf natiQ)lB. And thus our aid 
sho11,ld'hII,conditiQned ,on ,the recipients' ability 
and,wUlhlgneas to takethe'steps necessary tQ ·reach 
that goal. 

To meet the varied needs of many nations, the 
new aid administration will have a flexible set of 
too'ls •. o0atdilnated .and shaped to fit each national 
devII10pment .program: the, grant or sale (for 
eithl!f,li'\~9,} currency, or dollars with specialr.
PIliY,m~lli)/tllrms), ·of surplus ,foods,equipm.nt and 
othe!>, atl!ms;,technicllli assistance,; skWed.mtlh· 
ppwerf~!>mthel'eace Corps; deyelapment grants; 
te~iWPl\al, B\lstaining, or 'emergeneygrants;. de
n19t>m'nt 101\118 repllyablein locaI curvency ; lind 
development loans repayable.in··dollars,'''lith spe. 
cial terms of repayment that will meet the needs 
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of the. recipient country. These tools will be co
ordinated with the activities of the Export-Import 
Bank, and with loan and investment guarantees 
to private enterprise. 

The instrument of primary emphasis---the 
single most important, tool-will be long-term de
velopment loans at low or no rates of interest, 
repayable in dollars, and designed to promote 
growth in those less. developed nations which have 
a real chance for nltimate self-reliance bnt which 
lack the ability to service loans from normal lend
ing institutions. The· terms of repayment will 
vary from as long as 50 years for those countries 
just starting on the road to development, to a 
much shorter period of time for those countries 
that are nearing the stage of self-suJlicient growth. 

Such long-term loans are preferable to outright 
grants, or "soft loans" repayable in local cnrren
cies that are of little benefit to the American tax
pa,yer. The emphasis on law or interest-free 
loans is not designed to undercnt other institu. 
tions. The objective is to rely on flexibility in' the 
repayment period and the requirement of ultimate 
dollar repayment for insuring strict IIOOOUUtancy 
while mooting individual needs in an area not met 
by suppliers of capital on normal terms. 

Lending on these terms is not nOl'lllal banking 
practice. We, are banking on the 'emergence over 
coming. years and' decades' of a group of inde
pendent, growing, self-reliant nations. 

VI 
A program based .on long-range plans instead of 

short-run crises CQunot be finp,nced ona short
tern »asis. . Long-term autllOr1zation,planning, 
and finanqing aretlie key to the. continuity and 
e1lioienoyof the entire prOgraDl.Ifwe are lin. 
wilijngto'make sue4a long-tetm commitment, we 
cannot e:mpllCtany increased responeB from other 
potential donors or any realistic plahning frOm 
the recipientnatio!IB. . 
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I recommend, therefore, an authorization for 
the new Oiid agency of'not less than 5 years, with 
borrowing authority also for 5 years to commit 
and make dollar repayable loans within the ,lim
its spelled out below. No other, step would be 
such a. clear signal of our intentions to all the 
world. No other step would do more to eliminate 
the restrictions and confusions which have ren
dered the current foreign aid program so often 
ineffective. No other step would do more to help 
obtain the service of top-flight personnel. And in 
no other way can we encourage the less-developed 
nations to make a sustained national effort over a 
long-term period. 

For, if we ar~ to have a program designed to 
brighten the future, that program must have a 
future. Experience has shown that long-range 
needs cannot be met evenly and economically by iii 

series of 1-year programs. Close coneultation and 
cooperation with the Congress and its committees 
. will.still be essential, including an annual review 
of the program. 

And we. wil.l still need annual appropriations of 
those .. amounts needed to meet requirements for 
which dollar repayable loans would be unsw,table. 
These appropriations should.be· available .until 
spent in or-der to avoid any wlliBteful rush to obli
gate· funds at the end of iii fiscal year. 
. Thil. new continuity and'flexibility this kind of 
longiterm authority will bring. cannot help but 
result in more productive criteria, iii greater effort 
Oil! the part of the developing nations, greater con
tri1;l1'ltions from our more, prosperous allies, more 
solid results,and real longrun economy to the 

: mpayers!The newemphlliBis on long><tertn plans 
1.nd Tealistic targets will give both the Congress 
'ahd:theEx&Cuti'l'e II better basis for evaluating 
thifvalidity of our expenditures and progress. 

VII . 
A long-term program and b6rro~ing aut1i6rity, 



even though limited, will enabl0 US to demonstrate 
the seriousness of our intentions to other potential 
donors and toth. less-developed world. Overthe 
next 5 years, the economic program here proposed, 
together with an expanded food-for-peace pro
gram as recommended in my agricultural mes
sage,' and project loans' by the Export-Import 
Bank, will constitute direct U.S. economic as
sistance activity of considerllhle magnitude. 

It will, however, take time to institute the new 
concepts and practices which are proposed., ThUs, 
during this initial year, while we will need to 
make the neceesary long-term commitments for 
development lending, it is unnecessary to ask the 
Congress for any additional funds for this year's 
program. 

Consequently, while the funds requested by my 
predecessor will be sharply shifted in terms of 
their use and purpose, I am asking the Congress 
for a total foreign aid budget of new obligational 
authority no greater than that requested in the 
rockbottom budget previously submitted ($4 
billion)' despite the'fact that the number of new 

'nations needing assistance is constantly increas
ing; and;thGugh increasing such authority, for 
nonmilitary aid while redncb:ig 'military assist
tince, thls",blldget'pro'V,ides' for 'a le"el of actual 
expenditures on Mnmi1itary aid' 110 greater than 

'reHected in ,the, 'previous budget, ($11;9 'billibn). 
',(1'h(i$e; fignres, do"not,of course, reflect Public 
, L8iw 480 operations.) 

In deciding on this program, 1 have also care
fullycoilsidered, its impact on our'bOilance of pay

"ments. We are now putting maximum, emphitsis, 
in both,iQUr,development, lending and ,grant ,aid 
'prl)grams,'onthe proourement,of,goodsand SelW
ices,61'U.S: origin. 'As! I pointed: out in: my 

'H. Doc. 109, 87th Cong., lSt ·-sess. 
" H.,;ooc, ~5.8~~,Cong.( l.t~<;l"'. , 
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message on the balance of payments,. under 
present procedures not more than 20 percent of 
foreign economic aid expenditures will .affect our 
balance of payments. This means that approxi
mately $2 billion out of the requested $2.4 billion 
in economic aid will be spent directly for g<)ods 
and scrvices benefiting the American economy. 

This is important. For not only do we have 
the highest gross national product, both total and 
per capita, of any country in the world, thus 
making clear both our obligations and our capac
ity to do our full part, but we are currently 
underutilizing our great economic capacity be
cause of economic recession and slack. Less th",n 
80 percent of our. industrial capacity is .now in 
usc, and nearly '7 percent of our labor .force is 
unemployed. Under thesc circumstances cut
backs in the foreign aid program would be felt 
not only in loss of economic progress and hope 
abroad but in loss of markets and income for 
business,labor, and agriculture at home. 

In short, this program will not in whole or in 
part unbalance the previous budget in any 
fashion. Its impact on our balance of payments 
will be marginal. And its benefits for oup domes
tic economy should not be overlooked. 

The $4 billion previously requested for fiseal 
year 1962 will be reallocated under this new-pro
gram·as follows: 

Military assistance will be reduced from the 
$1.8bilJion requested to $1.6 billion, ae diseusead 
below. 

Eco)lomic· assistance, with a much greater por
tion going to development loans, a small increase 
in:de.v:elopment grants, and a reduction in sustain
ing ,~ants,will total $2.4 billion. 

Of thiS, $l.~. billion will be contained in the 
usual. annual appropriatiori of new obligational 
authority- to ftnliil<ie1ihe part of the program that 

,., '. 

15 



is not suitable fov dollar development loans,: grants 
for·education"sociol progress and institutionol 
development, the Peace Corps, and sustaining aid; 
Nine hundred million dollars will be &vailable for 
long·term low, or·interest·free development loans 
to be repaid in dollars, financed through an au
thorization of ,public debt borrowing authority 
which would olso provide no more than $1.6 billion 
for each of the succeeding 4 years. Also to be 
made available' for snch loans under the new sys
tem of full coordin .. tion will be the unappropri· 
ated dollar funds now coming in in repayment of 
the principol and interest on certain previous loans 
to foreign governments (United Kingdom, ECA 
[Economic Cooperation Administration], GAR· 
lOA [Government and Relief in Occupied Areas], 
and others-but not the Export.Import Bank). 

VIII 
The economic programs I am recommending in 

this message cannot succeed without peace and 
order. A vitol element toward such stability is as· 
surance of military strength sufficient to protect 
the integrity of these emerging nations while they 
are advancing to higher and more adequate levels 
of sociol and economic well·being. 

I sholl therefore request the Congress to pro· 
vide at this time $1.6 billion for provision of mili· 
tary assistance. This figure is the amount reo 
quired to meet the U.S. share in maintaining forces 
that already exist, and to honor firm existing 
commitments for the future. 

I am frank to say that we cannot now say with 
precision whether this amount will meet the millh 
mmn level of military aid which our basic ascurity 
policy might demand, this year. The emergenQe 
of neW criassor new confliots may require us tQ, 
mru.ean even greater ejfort. 

However, while I have. mentioned in this mes-, 
sage the amount to be allocated to military assist
ance, thoss funds, while coordinated with'tihe 
policies of the new agency, will not be administered 
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by it and should not beincluded,in ite appropuia
tion. In order to make cle .. r the peaceful and posi
tive purposes of this' program, to emphasize the 
new importance this' administration places on 
economic and social development quite apart from 
security interests, and to 'make clellil" tllll'relation 
between the mlIitary assist .. nce progrllJll and those 
intereste, I shall propose a separate authorization 
for military assistance with appropriations as 
part of the defense budget. Moreover, to the ex
tent that world security conditions permit, mili
tary assistance will in the future mbre he .. vily em
phltSize the internal security, civil works, andeco
nomic growth of the nations thus aided. By this 
shift in emphasis, we mean no lessening of our de
termination to oppose loco.! aggression wherever it 
may occur. We h .. ve demonstrated our will .. nd 
.. bility to protect free world nations-if they so 
desi1"&-from the type of external threat. with 
which manyof them are still confronted. We will 
not fall short on this. 

IX 
The levels on which this new progrllJll is bltSed 

are the minimum reSUlting from a hard reapprais
al of each type of asllistance and the needs of the 
less-developed world. They demonst"o,te both to 
the less-developed nations alld to the other indus
trialized nations that this country will meet ite 
fair share of effort necessary to accomplish the 
desired objective, and their effort must be greater 
ItS well. These are the rockbottom minimum of 
funds necessary to do the job. To provide less 
would be waSteful, perhaps more wasteful, than 
to provide more. Certainly it would be wo.steful 
to thli soourity interest of the free world. 

But· I lim hopeful that the Congress will not 
provide less. Assistance to our fellow nations is 
a responsibility ",hich has been willingly ItSsurned 
and fashiqned'by two great Presidents in the 
PltSt, one :tr01n.e(teh party-and it hItS been sup
poJttedby the Ieooers of both parties in both 

I:"" 
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Houses who recognized the importance of our 
obligations. 

I believe the program which I have outlined is 
both a reasonable and sensible method of meeting 
those obligations as economically al\d effectiv~ly 
as possible. I strongly urge its ell1tlltment by the 
Congress, in hll awareness oUhe.many eyes upon 
us-the eyes of other industrioJiJ;ed nations, await
ing our leaderShip for a stronger united effort
the eyes of our adversaries, awaiting the weaken
ing of our resolve iI) this new area of international 
struggle-the eyes' of the pooi'!lr peoples of the 
world, looking for hope and help, and needing an 
incentive to set realistic long-range goals-and, 
finally, the eyea of the American poople, who are 
fully aware of their obligations to the sick, the 
poor, and the hungry, wherever they !nay live. 
Thus, without regard to party lines, we shall take 
this step not as Republicans or as Democrats but 
as leaders of the free world. It will both befit 
and benefit us to take this step boldly. For we 
are launching a deeade of development on which 
will depend, subetantially, the kind of world in 
which.we and our children shall live. 

JOHNF. KENNEDY. 

THE WHITE HOUSE, MarohfJfJ, 1961. 
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