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SUMMARY

This report has been prepared in order to help answer inquiries re-
garding the effects of our international aid expenditures on the domestic
economy of the United States,

In no way should these findings be interpretedas a "Justification"
Jor the Mutual Security frogram, but simply as o side ef fect of tt. The
Justifucation and purpose of the program is, of course, the additionagl
security ut brangs to the {(nited States.

1. In receni years the U, S. has exvended a 1ittle over 3l billion
annually on 2id to our ellies and oiher friendly nations~--chiefly under the
Mutual Security Program. This has amounted to somewhat more than 1 nercent
of the gross naticnal product, about 6.5 vercent of the totzl U. S, covern-
ment exrenditures, and about 10 percent of expenditures for naticnal sacurity.
About 600,000 jobs in the U, S. are atiributed to the expenditure of foreign
aid funds,

2e The burden of the Mutual Security Program on the U. S, taxpayer
is an alternative itc the ruch greater cost of providing our military protect-
ion entirely from U, S, resources and U, 3. bases.

3+ Although aid to cther countriss does not have major effects on the
Us S. economy as a whole, it has inncriant effects on exports and emnloyment
3 ¥

in certain industries and in certain loc:lities in the U, S.

L. Aid doas nsot build up injurious foreign competition for U. S.
business. By helning free countries develop their economies, it assists them
to become better custeners of the U, S, The statistical recerd shows that,
the more develoned a country the betier customer it is for other industri-
lized ~ountriss,

5. Intei..otional aid has helped insure an accessible source for Ue. Se
imports ol the strategic =nd other raw materials that are egsenbial bto the
continued rarid growth of U. C. industry,

6. U, S. aid helps underdaveloped ~ountries to nrovide the prerequi-
sites for establishing private enterprise and invegtment and achieving self-
sustaining economic growth. To this extent, aid nlsnis the seeds for its own
replacenent by investment of private capital from domestic and overseas 50Urces,
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Over-411 Effects

Total new grants and new credits under ali U. S. programs of aid to
other countries ranged downward from $6.1 billion in calendar year 1949 to
8449 billion in 1956. Tiis represented a range from 2.4 percent to 1,1 per-
cent of the U, S. gross national product and from 1.3 percent to 6,6 percent
of Federal Government exnenditures (See Table 1. Averapge annual foreign aild
expenditures in these years were about vhel billion, the bulk being under she
Mutual Security Propram.

From these statistics, the Study prepared for the U, S. Senste Special
Committee by the National Planning Association concluded that U. S. aid pro-
grams vere a minor facter in the U, S, economy as a whole.,” Nevertheless, the
inescapahble fact is that each year these govermment expenditures absorb a size-
able part of our production which otherwise could go for domestic consumption
or investment,

Fraam the standpoint of the U, S. taxpayer, these aid programs impose
a substantial burden, In weighing this burden, nowever, we must realize that
1t 1= an alternative to the much heavier “urden that would fall on the United
States if we tried to provide ourselves with the same amount of military pro-
tection by “poing it alone" and falling back entirely on cur owm resources,
Compared with our annual total "national security" exrenditures of about 240
tillion, foreign aid programs are actually nuits small - currently a little
over one-tenth, Yet this assistance to cur allies enables ther, together with
their oun resources, to maintain defensive strength in nunber of army divisions
nearly ten times our own 2nd in number of a9y squadrens nearly equal to our
own, In forward bases for the use of the U, 5. Ad» Force and other military
forces the saving ic immense. Indeed, the amcunt that would be added ‘o cur
military tudget for larger and mere nuwnerous zireraft, vessels, zirfields,
varning systems, and civil defenss in order to secure tho same protection from
Ue S. bases alene would be many times the annual cost of the Mutual Security
Program,

farle 1, Total U. S. Forcipn Ald Comnored with Teohbal Qf S. Jevernement
Ixpenditures and Greoss lational Preduct ®
(Calendar Years)

1949 1950 1951, 1952 1953 195l 1955 1956
- Billions of Dollars =~
Total Gross
Grants &
C'E‘C‘dits $601 $b aé 3‘500 3506 3701 3503 $’Jo7 Sb.9

Total U, S, Govt.
Expenditures 42.6 42,0 58,0  73.0 762 69.6 72,2 748

G Natl.
;g§§ucb 257.3 285.1 328.2 3h5.2  363.2 360.7 390.9 L12.

- Percent -

Aid % of U.S.
Exn:flditﬁl‘es ul-B% 11 OO% 806% 707% 903% 7.6% 6.5% 6.6%

Aia as € of Gross
Natl e Product 2-’4 106 1.5 106 2.0 1.5 1.2 1.1

# U, S, Senate, Special Committee to Study the Foreign Aid Program, Study No.
9, The roreign Aid Programs and the United States Economy, prepared by the
N;tjonal Planning Association, March 1957,




Us S. Aid Expenditures by Area of Scurce

Many people are under a misspprehension as bo the way in which forei;n
countries reccive U. S. assistance, They bolieve that U, 5, dollars are just
turned over to the foreipn countrivs to snoend as they see tit, On tho corne
trary, with z fow excepticons, the assistod countries never sce the dollars.
This is becauss the U, 3. =id mads geo directly to U, 3, busincss to nay for
American o ds wiicn are shivned to the assisted ccuntries, In some cosas,
beca oo op Lo vrest dishance frew U, 5. supnliera or cther cost Tactors, the
geods aroe rurchoscd offshores  Hogover, these of Ushicre nrocnrement, dollers
orovide cur allics with vurchasing rower whice i used te buy non-aid poods
and sorvices r'rom bthe U, S, in ordirvary comsercial Lransucticns. "Offshore

procurctent! de sart of the povernmentls ~olicy repmiring thot 2id poeds be

bought in ke cheanest market Jn crder teo minimise bie cost be the dmerican
taxpayer., Thus the needs for texidile falrics Tor far sastern countries may
e met uorbly through oreocurement in Taean, 20t Lhe dellars recedved by the
Jananese in these oifchiore o tions also go ointe tne U, S,
economy A Lhoy wre sounl ter L fmericon gocds whienh are
imperted into Janan,

Dava eor the distribubtica of aid exvonod tures between of Pshore “rocure-
ment and rrocuremsnt in bthe L. 3. are aveilabls only for bhe “utual security
Programg. Thuse figures show that frem Lhe teginning of these rrograms in

L=

Aoril 1900 threwgh June 30, 195, 78 nercent of total MST exoundibures were
made dircctly n theo United States. Seme of Lhe vorl-bi~mc o he U, 3, DNEr-
centage among comnodities ore shown in Cnart 1 for the non=military Mutual

Security Prorram, -

Mutual Security Program Expenditures by Area of Sourcs

Total txpenild ixpended Directly
tarough Tunz 39, in U, S.
1956 Amounts Percent
(Millicns of Doilars)
Military Assisvance $1L,028 512,265 8637
Mon-military (Commcdities) 15,513 10,831 70
Tetal M3P 29,741 23,096 78

“utual Security Propram and U. S. Shipping

\

In FY 193¢ non-military M3P funds paid abou! $50 million to U. S.
shioping concerns, or 71 nercent of total ccean freight expendibure by ICA
for the movement o ron-military goods. Since the beginning of the progranm
ICA (and its predecessor agencies) has made payments to U, S. flag vessels
of $88l million--7L percent of the total ocean freipht expenditures for non-
military aid.
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Effects of A1l U. S, Aid Programs on U, S, Exports

Shipments of commodities from the United States resulting from expendi-
tures made directly within the U, S, and from offshore procuremen’ under all
U. Se programs of assistance to other countries were estimated by the National
Planning Assoclabion in its Study for the Semate Special Committee, Thase osti-
‘mates cover the Hutual Security Program, Export-Import Rank loans and tho vari-
ous special programg for particular countries, As shown in Table 3 one-fourth
of U, S, exports in calendar year 1955 resulted from foreign aid expenditures.
The foreign aid percentage will be about this same percentage of total U, S,
exports in 1956 and 1957. In the earlier yearg of these vrograms the percent-
age was even higher - L6 parcent in 1549 and 38 percent in 1950,

Table 3
Al U. S. Aid Programs

U.5. Shipments Resulting from Aid
Calendar Year Expenditures as Percent of Total
U.S. Exports

1949 ' L6%
1950 38
1951 28
1952 , 32
1953 3L
1954 31
1995 : : 25

Source: Senate Special Committee, Study No. 9.

Effects of All Aid Programs on Exports of Industrial Commodities

The aid proportion of U. S. exports varies greatly among different
classes of commodities. Thus in 1955,according to the NPA statistics,foreign
aid accounted for 21 percent of our exports of construction, mining and con-
veying equipment, and 70 percent of exports of alrcraft engines and parts
(Table L), In the same yoar the aid sxport proportion for fertilizer wag 37
percent, transport equipment (other than automotive) 59 percent, machine
tools 21 percent,and electrical equipment 31 percent.



Table L

Shipments under A1l U. S. Financial Assistance Programs Compared with Total
Ue S, Exports - Industrial Commodities Including Military, Calendar Year 1955

Millions of Dollars Aid as Per-
Total Aid cent of
Exports Shipments Exports

Chemicals  Helated Praiucts $1,017.L $120.8 18%
Lumber & 1cod Produchs 7.7 30.5 21
Hides, Skins, Loather & Leather

Products 106.7 19.5 18
Paper & Allied Products 291.7 47.5 16
Textile Products 539.1 100,0 19
Crude il % Petrolcum Products 6Ll.Y 123.5 19
Coal and R:lated Products LoL.6 104.9 21
Iron & Stecl 1Mill Materials & Products

(incliding ferro alloys) 1,204.7 213.1 18
Copper i: Copper Products (including

brass and bronze) 219,54 L1 20
Zinc = Zinc Prodncts 7.0 0.l 6
Lead % Lead Products 1.5 0.1 7
Alam % Alum Products 16.9 3.6 21
Other Non Ferrous Metals & Products 61.L 9. 15
Fetallic Gres & Concentrates L7.5 6.7 hI
Non Hetallic Minerals (excluding

fertilizer minerals) + Products 28L.2 L3.L 17
Ordnance 531.3 L10.9 77
Construction, Mining, Conveying

Equipment 535.0 113.1 21
HMetal ‘Yoriing liichinery 118.9 24.9 2],
Machine Tools 88.1 18.3 21
Electric raquipment 738.7 232.1 3
Generators & Motors 99.4 22.9 23
tngines & Turbines 161.9 35.6 22
Industrial achinery N.E.C, 864.9 173.5 20
Tractors 345.3 72.2 21
Agricultural iachinery (except

Tractors) 122.6 20,2 16
Hotor Vehicles, lngines, Parts 1,394.7 362.3 26
Aircraft Engines & Parts 725.5 512.1 70
Other Trarsportation Equipment 260.7 153.9 59
Miscellaneous Industrial Products 1,139.9 202.5 18

Total Industrial 12,21.6 3,287.0 27

Source: Senate Special Committee, Study No. 9.



Effects on Exports of Agricultural Commoditiaes

Shipments under U. S. aid programs have represented a very large part
of total agricultural exports. In the fiscal year ending June 30, 1956 U, S.
agricultursl exports totaled 33.5 billiecn, of which &1.L billion or L1% were
under the various U, 5, aid nrograms, including the Mutual Security Program,
PL hBO, and Export-~Import Bank loangs. Shipments under the MSP were about one-
fourth (#355 million) of total aid ecxvorts of $1,h21 million, The foreign aid
proportion wag much greaber in the case of exnorts of surnlus commodities, As
shown in Table 5, the aid percentage in this year (FY 1956) represented 71 per-
cent of total exvorts for bread grains, 72 percent for cotton, 58 percent for
co&rse grains and 72 percent for dairy producte.

Table 5
U.S. Aid Shipments and Total Exports of Agricultural Commodities
(FY 1956)
Millions of Dollars 2 of U.S. Exports
ICA Total Govt. Total ICA Total Govt.
Prograns 1.5, Programs
Exports
Total Agricultural

Commodities $355  $1,L21 $3,L93 10.2 % 0. 7%
Bread Grains (Wheat &

Rye) 113 L23 599 18.9 70.6
Cotton & Linters 117 276 382 30.6 72.3
Fats, Oils & Cilseeds 37 12 621 6.0 22.9
Coarse Grains 32 232 399 8.0 58.1
Dairy Products 17 20 283 6.0 72.1
Other Agricultural

Commodities 39 1Lk 1,209 3.2 11.9,

Source: U.S. Department of Agricolture

Foreign Aid and Employment

It has been estimated vhat in 1955 about 600,000 people were employed
directly or indirectly in production resulting from foreign aid expenditures.
This does nct mean that in the absence of foreipn aid there would be 600,000
fewer jobs. iithout foreign aid there would be some compensating cmployment =
either from the resulting increase of other Government prograns, or from lower
taxes and greater output of goods for private consumption or investmens. In
some years such as 1¢L9 and 195L when ecounomic activity was slowing down, the
foreign aid programs probably helped support the labor market.

In the industrial fields forzign aid employment has been scattered
over many sections of the country, tut concentrated in the midwest, the
northwest and in California,



Table 6

Estimated Employmant Attributable to A1l U. S. Aid
Programs, Calendar Year 1955 by Industry

Ho. of Noe of
Industry Employaes Industry Employees
Wheat, Flour 3,600 Zinc & Zinc Products 2,000
Rice, Mfr. 500 Lead & Lead Products 1,000
Other Grain Preparations, lfr, 300 AMlum & Alum Products L ,600
Fats and 0ils 1,000 Other Non-Ferros Motal &
Feeds andFodder, Mfr. 500 Products 1,300
Dairy Products, lifp, 100 Metallic Ores & Concent. U,700
Eggs, Mrr, Loo Non-Metallic Minerals 7,900
Fruits and Muts, Mfr. 1,000 Ordnance 13,100
Vegetables & Preparations, Mfr. 1,100 Coratruction, Mining
Fish & Products, #fr. 200 Conveying Equipment 23,400
Meats, iy, 700 Metal Working Machinery 4,700
Sugar & Helated Products, Mfr. Loo Machine Tools 2,600
Misc. Agricultural Products, Mfr. 800 Electric Equipment 31,100
Fertilizer 1,400 Generators & Motors 2,700
Tobacco Froducts, My, 500 Engines & Turbines 3,200
Chemicals & Related Products, Indust. Machinery N.E.C, 26,800
Mr., 16,100 Tractors 5,200
Lumber & Wood Products 10,800 Agricultural Machinery
Hides, Skins, Leathar & (except Tractors) 2,400
Leathor Products 2,300 Motor Vehicles & Parts 17,800
Paper & Alliod Products 9,100 Aircraft tngines & Partg 72,900
Textile Products 13,300 Other Transport, Equip., 3,900
Crude 0il & Petroleum Prod, 5,600 Misc. Indust. Products 3h,700
Coal & Hglated Products 11,500 Agricultural Products,
Iron & Steel Mill Products Unmanufactured 100,700
(Incl. Ferro Alloys) 66,1,00 Electric Light & Power 100
Copper & Ccpper Products Transportation 3L,000
(Incl. Bragss & Bronze) 7,700 Trade 12,900
Services 12,200
Unallocated 15,000
Total 5582300

Source:

Senate Special Committee, Study No. 9.



The estimated distribution of 600,000 jobs resulting from foreign aid
in 1955 is shown in Table 6. A total of 100,000 Jjobs were in agriculture,
34,000 were in transportation, 13,000 were in trade, 13,000 in services, and
the remainder were in industry.

In the industrial fieclds the largest numoers of jobs were in aircraft
(73,000), iron and steel products (66,000), and electrical equipment (31,00C).
Other important industries were construction, mining and conveying equipment
(23,000) and motor vehicles (18,000).

The geographic cencontration of foreign aid-induced employment is also
of some interest. Table 7 shows the estimated breakdown State by State, insofar
as such identification wags possible. About LO percent of the total of 600,000
Jobs could not bo allocated to specific States. The amounts shown thersfora
represent the minirum number of jobs in each State resulting from expenditure
of foreign aid funds. Thess estimates were prepared by the National Planning
Association. The States with the largest rumber of jobs were Ohio (40,000),

New York (38,C00), California (35,000), Ilinois (31,000), and Michigan (30,000).
There were only seven States in which no employment was specifically attributed
to foreign aid programs, but some of the 265,000 jobs that could not be allocated
to particular States may have been in these seven States.

Economic Aid Does Mot Build Up Injuricus Fereizn Competition for U.S, Business

It is scmetimes claimed that aid to other countries for economic recon-
struction, improverent, or development results in greater foreign production
which injures American inductry through competition in markets abroad and at
home. This arpument overlooks two important aspects of the process of economic
development. Cne of these is that in the early stapes of its development a
country needs basic facilities such 2t roads, railroads, bridees, power plants,
schools, hospitals, and a corps of c¢ivil service and business administrators
and technicians. Helping countries through this stuge of development does not
involve production uhich is competitive with U.S, industry. 1In fact, as shown
above, during such a period the U.S, supplies goods and services commensurate
with our ‘oreign aid espenditures.

The cther aspect of develepment that is overlooked is that in the later
stages, when the basic facilities and industrial plants are producing commodi-
ties, most of the cutput will ve necded for many years to raise the standard
of living of the underdeveloped country. Also required during this period will
be raw and semi-firished and finished manufactured materials and products from
developed countries. In other words, develcping countries import an increasing
volume of goods from developed countries, and even developed countries import
more - particularly mamfactured goods--as they contimie to grow industrially.
The United States as the vorld's leading irdustrial nation therefore rains from
the industrial pgrowth of other countries.



Estimated Employment in Each §

Table

Programs in Calends

7

r Year 1955

tate Attributable to A1l U, S, Aid

State Number of Employees State Number of Employses
Alabama 2,872 North Carolina 3,959
Arizona 517 North Dakota -
Arkansag 324 Ohio 39,767
California 34,882 Oklahoma 1,674
Colorado 235 Oregon 972
Connecticut 9,971 Pennsylvania 34,010
Delaware - Rhode Island 2,235
Florida 813 South Carolina 324
Georgia 1,919 South Dakota -~
Tdaho 188 Tennessee 1,919
I1linois 30,694 Texas 12,082
Indiana 15,265 Utah 329
Iowa 2,051 Vermont, -
Kansag 4,599 Virginia 3,065
Kentucky 1,66l Washington l,123
Louisiana 1,045 West Virginia 3,737
Maine 388 Wisconsin 9,111
Maryland ,2Lh Ayoming -
Massachusetts 10,726
Michigan 30,302 Total allocated by

state 333,350
Minnesota 2,320 Total not alloca-
Mississippi 3,045 ble by state 264,850
Missouri 1,76k
Montana 376 GRAND TOTAL 5982200
Nebraska 35
Nevada -
New Hampshire 248
New Jersey 17,307
New Mexico —
New York 38,249

Source: Senate Special Committee, Study No. 9.



Comparison of Industrial Growth and Imports

The relati-nship Letwesn industrial crowth and imports is well illustrated
by the case of Canada (see Table §.) Between 1900 and 1956 Canadian mamifact-
uring production increased twelvefcld and imports increased sevenfold. Growth
of imports from the U.5. during this period kept nace vith the prowth in
Canada's *otal, 1In the case of manulaeiared eocds an inereasing rercentage of
the total came from the U5,

As chown in table 9, cimilar trends are roflected in Sarepean countries,
Setween the period 1381-85 and 1929 mamifac turing production in the United

Hingdom increased D peorcent while iwyorts «f manufactured . ccods increased 155
percent. During the sare rericd vhen ferman mznufacturing prcdnction vas
increased fourfold, ‘mperts of manufactured ~cods doubled. In the post Vorld
War II pericd, octween 1950 and 1956, these ‘rends wore accelerated,

Brazil il:ustrates the came tenldency
both industrial production and irports more thin
cetween 1938 :nd 1955,

b
—

underdeveleped countries, with
duoling in the 17 years

Industrizlization of a country even increases its per capita intake of
the products of other countries - a fact wrich is dramatlcallv illustrated in
U.S. export sta-ictics. As shown in Chart 2, U.5. exports per inhabitant of
importing countries are much sreater ror 0eve1ozed countries than for under-
developed countriocs., In 1956, for exa:rple, .5, experts to the hetherlands were
$52 per capita cormored with less than 82 per capita for Pakistan and
B18 per carita o the United Fincdon compared with 69 cents for Ircia,

[ CHART &

THE HIORE DEVELOPED THE COUNTRY

THE BETTER CUSTOMER 1T IS
U.S. EXPORTS IN 1956 PER INHABITANT OF THE COUNTRY
Devefoped Countries Undlerdeveloped Countries
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Table 8

Canada, Imports and Production

Quantity Indexes Imports from U.5,

Period Mfg. Total Fillion of Dollars Percent
Production Imports Total Fully or Mally or
(1900=100) Chiefly Chiefly
Iifgts Mfgld
1900 100 100 $102 $57 56%
1516 220 172 213 125 57
1926-30 Av. 398 339 746 L72 63
1936-39 Av, L7 251 L2y 271 6l
1950 1,000 25 2,131 1,529 72
1954 1,102 542 2,961 2,463 83
1955 1,18 618 3,152
1956 (est.) 1,255 723 1,200
oource: Canada, Sureau of Dominion Statistics
Table 9
Buropean Countries, Imports and Prodiction - Indexes of Juantity

United Kingdonm

Hanufacturing Imports ¢f rfanu- Farufacturing Imports
Producticn factured Gooeds Production of lanu-
factured
Goods
L 72100
1881-85 100 100 100 100
1896-1500 125 L5 217 120
19261929 160 255 L29 211
1950=100
Prevar 75 121 105 55
1950 100 100 100 100
1951 104 127 120 97
1952 100 123 127 139
1953 106 120 U 172
1951 115 130 158 237
1955 122 163 133 339
1956 122 (11 mos. ) 162 (9 mos.) 197 (11 Moa) 371 (10 mos.)
Table 10
Brazil, Imports and Production - Indexes of Quantity 1953=100
Year Industrial Production Imports
1938 36 48
1951 88 105
1952 9l 96
1953 100 100
1954 107 126
1955 112 123




Foreign Aid and U.S. Imports

There is no denying that to some extent the industrialization of other
countries will result in greater overseas purchases by U.S. consumers. This
has gone hand in hand with the growth of" the U.S. economy, but it has not
hindereZ that grouth. It means that by importing we exercise our free choice
ag consumers to buy a variety of products in the cheapost and most specialized
markets., In deing this, we make it possible for consumers in obher countries
to Buy the many kinds of American products which they prefer.

Aside from these considerations,ald to free countries has insured a
gourcs for U.S. imports of the strategic materials and other raw materials that
are essential to the contimued rapid crowth of U.S, industry. Chart 3 shows
the sourcos of such imports by region and the impertance of each areca in the
total U.5, imports of cach commcdity. The lewer panel of the chart indicates
the import percentage of total U.S. anmual supply for cah of the commodities.,
Thus in the case of natural rubuer our entire supply 1s  ported and 93 percent
comes from a few Free-World cocuniries of the Far Easi. vhrome, which is used
as an alloy in steel, is nearly all cbtained from Africe and the Far Fast.

Our entire supply of tin is obtained from outside the U.S., chiefly from coun-
tries in the Far East. Three quarters of the U.S, needs for bauxite (alumimum
ore) must be met from non-U.S. origin, all of the imports being from Latin
America.

Foreign Aid, Private Enterprise, and Private Investment

Foreign aid helps to provide many of the prerequisites for the birth
and growth of private enterprise and investment in the newly independent under-
developed countries. These requiremonts are economic and political stability,
essential public works, transportation, power and related facilities, and tech-
nical knewledge. Without this predevelopment capial, it is extremely diffi-
cult for tho economy of an underdevelopsd counbry to achieve self-sustaining
growth, But when such growth is achieved the country will be in a position to
attract private foreign capital and to provide private domestic investment which
can take over the longer run develonment job.

As a means of hastening the rezcaing of thig goal, the Mutual Security
Program has included an investment guarantee program by which the U. S. govern=-
ment, for a fes, insures U. S. privete investors againgt loss from inconverti-
bllity of foreign currency receipts and loss through expropriation or con~
fiscation,
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