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I. CHRONOLOGY 

The h i s to ry  of foreign assistance i s  the  h i s to ry  of the vigorous 

and generous American response t o  the  national secur i ty  and welfare 

of t h i s  nation. 

The Lend Lease Act of March 11, 191 was t h i s  country's response 

t o  the  t h r ea t  which a possible Axis success i n  Europe would consti-  

t u t e  t o  the secur i ty  of t h i s  country. The $2.67 b i l l i o n  of a id  which 

the U.S. provided.through the United Nations Relief and Rehabil i tat ion 

Administration on the basis  of the agreement of November 9, 1943 i s  

both an expression of American concern f o r  the hunger, misery and 

disease which engulfed the population of the  various countries formerly 

occupied by the Axis powers and the  concern f o r  a rehabi l i t a t ion  of 

the warmshattered economies. 

The danger of a Communist take-over of Greece and Turkey and 

Soviet domination by in te rna l  subversion of many other European cations 

could not be considered with equanimity by the United States.  W i " u h i r ,  

a few days a f t e r  the U.S. Government had been no t i f i ed  t h a t  the  United 

Kingdom was no longer able t o  provide assistance t o  Greece and Turkey 

( ~ e b .  24, 1&7), President Truman declared before a jo in t  session of 

Congress on March 12, 1 9 7  t h a t  the U.S. nat ional  secur i ty  was involved 

and t h a t  "it m s t  be the foreign policy of the  U.S. t o  support f r ee  

people who are  r e s i s t i ng  attempted subjugation by armed ... minorities 

o r  by outside pressures". The ensuing ~ r e e k / ~ u r k i s h  a id  b i l l  merged i n t 3  



- 2 - 
$he European Recovery Frogrm. This =ique major e f f o r t  represented 

t h i s  country's response t o  Europe's f a i l u r e  t o  recover (expressed i n  

a steady de te r io ra t ion  of her economies)which offered the  prospect 

of f'urther Communist encroachment of the  continent of Europe. Secretmy 

of S ta te  Marshall's Harvard address of June 5, 1947 culminated i n  the 

Economic Cooperation Act of 1948. The economic and p o l i t i c a l  d i s o r g d -  

zation i n  China generated the  China Aid Act of 1948; both f o w n g  par5 

of the  Foreign Assistance Act of 1948. The Berlin Blockade of April 1, 

1948, preceded jus t  by one d v  the  Congressional approval of the  

Economic Cooperation Act and the  creat ion of the  Economic Coopbration 

Adninistration. One year l a t e r  on April 4, 1949 t h i s  country's e f f o r t s  

succeeded i n  the signing of the  North Atlantic Treaty. NATO required 

an immediate build-up of the NATO forces. To t h i s  end, the  President 

sough5 and received Congressional approval f o r  the  Mutual Defense 

Assistance Act of October 28, 1949. The c i r c l e  had been completed. 

S ta r t ing  with mi l i t a ry  a id  i n  time of w a r ,  over reLibf, r ehab i l i t a t i on  

and recovery, the Western World was now compelled t o  rearm. O n  June 25, 

1950, American secur i ty  was most ser iously  threatened by the outbreak 

of the  Korean war. Direct mi l i t a ry  a id  had t o  be provided t o  the  

a f f l i c t e d  area. NATO's mi l i t a ry  build-up had t o  be speeded up. 

Although economic a id  under the Marshall Plan was scheduled t o  be 

terminated on June 30, 1951, and some countries had su f r i c i en t l y  

recovered t o  forego fur ther  assistance e a r l i e r  ( ~ n g l a n d  and  rel land), 

economic recovery had not proceeded t o  the  same extent  I n  the r e s t  of 

Europe. The burden o r  mi l i t a ry  expenditures on those countries regulrod 



ba5h mill5ary a2d eccnodc assistaxce. To t h i s  end Congress passed 

the Mu-bual Secari ty Ac5 of 1951. 

A 3;oXLly r,ex t y -  of ckdlenge had ar isen i n  t h a t  par t  of the 

l e s s  t e v e l o ~ x d  worl? vhLch kad not been i m d L a t e l y  affected by the 

Cold W a r .  A des i re  t o  f ree  tk:e na-bioons f romthe  shackles of a t r ad i -  
and 

t i ona l  =d stagza;'; economy/ta gaix a b e t t e r  l i f e  f o r  t h e i r  c l t i zens  

had l ed  t , ~  rapa"uz2! demnds f o r  h r l c a n  know-how and c a p i h l  aall. 

Tk12 13;=-2r was p r ~ v l 6 s d  t 2  s o w  ex%ent by the  World Bank, the EX-IM 

B a r  a,n_? pzLvat2 cap i ta l .  ''A bold new program f o r  making the bezefi-ts 

of our sc iez$if ic  advances and indus t r i a l  progress available f o r  t5e 

imprgvener?$ aqd growth of uydar-developed areas", was President -'s 

response 5.3 the former i n  Poizt  I V  of h i s  statement on U.S. fo r e ig l  

policy i n  h i s  secord Inaugural Address of January 20, 1949. I n  short  

order, Congress passed on J m e  1, 1950, the A c t  f o r  Internat ional  

Ikvelopxent ax5horizing the formation of the Technical Cooperation 

Ada2nis-kratlo?. ma Forelgn G-peratFo~s Administration, erectzd two 

years l a t e r  ( A U ~ L I S ~  1, 1953) combined the mi l i t a ry  and economic pragram 

of +he MU*J?J S e r ~ r i t y  Act as well as the Teckqical Assistace ac t lv i2 ies  

of the E A .  mils coxc2n-?ratio_n_ of several  foreign a id  activi-kles 

contizuad f.n FOAfs successor, the i r t e r ~ a t i o n a l  Cooperation A W ~ L s t r a a i ~ n ,  

a semi-a~+~:comous mrlhol' the Deparknent of Sta te  which guided ths  faJ;$ 

of the  f , x z i g r  a id  eZ2ol-b u-qtil the  creatior! of the Agency f o r  In-berra- 

$:oral Ik7~elopmri:_",. The as-aiwkiole successful containme~t  of overt  

S~v ie l ;  CEC3M 3 g g r e s s i o ~  permitted t h i s  country t o  respond rnor.2 

forcsl"ul1y t o  the c o r t i ~ ~ o u s  clamour of $he l e s s  developed caur ,k r l s  



f o r  2-cressed cap i t a l  &d. The r s s u l t  was the formation of the  Develop- 

E?'; Lo= F x d  i n  1957 which %he F o r e i s  Assfstance A c t  of 1961 mrged 

i n  the Age-cy f o r  I ~ t e r n a t i o n a l  lkveloprnent. 

had been rzcog-ize& over the years i n  a var ie ty  of l eg i s l a t i ve  m d  

adIninis t ~ a t l v e  measures. They were found, however, t o  be inadequate 

L "a n e e 5 3 ?  dem=ds of $his hem5sphere f o r  U.S. assistance towards 

accelera';?2 growtk. Co.rmmulis",5",npJ~s t o  cap i ta l ize  on the socLal 

u_resJ; pervading my La$:: Americar countries had t o  be taken seriously. 

me Fr;_stdla",iol. of a Camrmz7-is",egime 90 miles from %he t i p  of F l x i d s  

served a s  a g r i m  w a r ~ i n g  t~ those who had no'; given suf f ic ien t  aJ;tsntion 
t h e  

" , a b i l ~ - ; ~  of 5he Cormmxnis", t 3  t ake  adva~tage  of widespread d i s cmten t  

weal", wEch c3arac';erlzes m n y  paw-bs of t h i s  area. Again, t h i s  

c ~ ~ n $ r y '  s rzsponse canibi::ed d g o r  wiSh generasity. PL 86-753 of 

Sepknber 8, 1960 provLded f o r  $500 d l l i o n  f o r  the econc~Lc and soc ia l  

developmnt of Lati2 America and the rehabi l i t a t ion  of the damgas 

which a disas-brous earthqcdce had l e f t  il Chile. The Ac-t; of Bogo';a, 

of Sep-benber 13, 1960 spelled out the various measures f o r  soc2al 

LrnproverneTIt =d eeammic  developxxxt which the  majority of the  21 

LaX? AmrLcar? R e ~ i b l i c s  cjssidered r:ecessary ';o improve the s-k--ldard 

of lLvlr,g a?d ';hereby iri5err;al peace of LaYn America. Specif ical ly ,  

$he "AcJ;" deal'; with imp-r~vemer-: of mral l i v ing  conditions, of laic? 

us2, f a rn  c r&i t s  , =id lad "un'clre; o f  the educatlonsl systems and 

- L r L - 1  . k g  f a c i l i t i e s ;  of public heal",; reform of t a x  laws aqd ad_~nis-bra- 



L - ~ 1 0 2 ;  monetary pol ic ies  and economic integration.  As one of h i s  

fL r s t  acts  of s t a t e ,  President KenEedy declared t h i s  country's willing- 

ness t a  p=t ic ipate  with others i n  the accelerated economic developmen$ 

of LaSIn America 3hrough the Alliance f o r  Progress. The pr inciples  

goverrCng:Lhis new Large-scale jo int  e f f o r t  were agreed upon Tn the 

C h a r t s  of P ~ n % a  de l  Este, August 5 - 17, 1961. The principles governing 

Amerlcm assLsSmce es3ablished there,  widened t o  all economic develop- 

menJ; assistance e f f o r t s  of t h i s  country, were enshrined i n  the Foreign 

11. MAJOR TRENDS 

By $52 end of I3 1962 t h i s  country had spent $97.8 b i l l i o n  on 

post-war r e l i e f ,  Marshall Plan, PoLnt I V ,  Mutual Security Economic 

A i i i ,  kvelopne?t Lending, Mili tary Assistance, and on long-term loam 

tk r ,~~agh  ",he EX-IM Bank. I n  the post-war period, economic a id  had 

amomf32 t o  $66.8 b i l l i on ;  mil i tary  a id  t o  $31.0 b i l l i on .  

Table 1. 
Major Types of ~ o r e i @ m 9 4 6 - 1 9 6 2  ($ c ill ions ) Cumulative 

t h ru  1962. 
A. 1) Post-war Relief and Rehabilitation (UNRRA, Civi l ian 16.5 

Supplies, Br i t i sh  and Frerch loans, e tc .  
Marshall Plan 13.4 
M L i + ~ a l  Security Economic Aid 15.2 
Mil i tary  Assistance 31.0 
P o b t  I V  and Technical Cooperation 1.7 
Ecpor5-Import Long-Term Loans 7.7 
Ikvelopment Qnding 3-1  
Agricultural Surplus ( a l l  t i t l e s )  8.6 
Allimce f o r  Progress .6 

~ o t a l  post-war  id 97.8 
E. Eco~oroic Aid 66.8 



More than 20 years of experience had been gained i n  Pefining the purposes, 

the  form, the terms, and conditions of aid. Certain trends can be 

traced, wMch i n  turn affected the concepts enibodied i n  the Foreign 

AssLstance Act of 1961 and the current administration and operation 

of foreign assistance through A.I.D. 

A. Change i n  Purposes 

War time aid including Lend Lease had the advantage of offer ing 

a clearmcut purpose. After the repeal of the Neutrali ty Act, the  

prov5sion of war materiel t o  our l a t e r  Allies represented an eas i ly  

understandable goal d i r ec t ly  re la ted t o  the national securi ty  of t h i s  

nation. After the U.S. entry i n to  the W a r ,  American aid  t o  the  Allied 

m e r s ,  o f f se t  i n  par t  by t h e i r  a id  t o  the United States ,  formed par t  

and parcel of the jo in t  war e f f o r t  f o r  national survival. Once the 

war was won, the rapid res torat ion of the war-devastated l ibera ted  

countrles and t o  som extent also, of the  occupied countries,were 

of concern t o  t h i s  countryfs pol i3ical  and economic goals. The foodstuffs: 

t ex t i l e s ,  and other consumption goods t o  feed, clothe and she l t e r  the 

popula%ior_, and the masses of displaced persons i n  the  l ibera ted  coun- 

t r i e s  were t o  be administered by an internat ional  agency -- UNRRA. 

I n  the occupied countries under American Mili tary Govermnt  a program 

of G o v e m n t  and Relief i n  Occupied Areas (GARIoA) was t o  provide "such 

m i ~ i r m u n  supplies f o r  the c iv i l i an  populations ... as  may be essen t ia l  

3.2 prevenk ta rva t ion ,  disease and unrestf'. The purpose of these 

lzrge-scale a id  actions was quite c lear ly  determined. As soon as 

a t tent ion turned towards the rehabi l i t a t ion  of the economy, a s e c o ~ d  



dimensio2 was added. To f a c i l i t a t e  the reconstruction of some basic  

productive f a c i l i t i e s ,  producer goods had t o  be added t o  the consumer 

goods which t h i s  country provided abroad. UNRRA, post-UNRRA assistance,  

-the Civi l ian Supply Program of the W a r  Department, operating i n  Europe 

and the Far East, never s a t i s f ac to r i l y  faced up t o  the  complicated 

problems of a multi-purpose a id  program. Greek-Turkish a id  f o r  the  

f i r s t  time added a l a rge  t h i r d  dimension -- mili tary  assistance -- 
t o  the  l i s t  of a id  goals and determinants. When the mi l i t a ry  danger 

i n  Greece and Turkey subsided, i .e., i n  the shor t  period between 1948 

and 1950, Marshall Plan a id  was able t o  rever t  t o  a s ingle  purpose 

program, the res torat ion of the economic a c t i v i t i e s  of those 16 European 

nations which had joined i n  the Organization f o r  European Economic 

Coordination (OEEC) t o  pre-war leve ls  by a s s i s t i ng  each recipient  

country t o  meet i t s  need f o r  do l la r  exchange. Specif ical ly ,  it 

aimed a t  "a strong production e f f o r t  by each of the par t i c ipa t ing  

countries, especial ly  i n  agricultuye, f u e l  and power, t ransport  

and the  modernization of equipment"; the "creation and maintenance 

of i n t e rna l  financial. s t a b i l i t y "  and a solut ion of the d e f i c i t  with 

the  American continent. The advent of the  Mutual Defense Assistance 

Act and i t s  incorporation i n  the Mutual Security Program produced again 

the  mul t ip l ic i ty  of purposes which l e d  t o  such complexities as t o  

bewilder the  administration, the  l eg i s l a t i ve ,  the public and the  

recipient  countries. The close inter-re la t ionship between a country's 

mi l i t a ry  and economic reconstruction e f fo r t ,  the necessity t o  a s s i s t  

the l a t t e r  i n  order t o  assure the  f o m r ,  the  mutual in ter-act ion 



of the  mi l i t a ry  and the  c i v i l i a n  sector,  defied a clean-cut del ineat ion 

of the  various a id  categories. "Defense Support", o r ig ina l ly  designed 

t o  a s s i s t  a country t o  carry  a greater  mi l i t a ry  burden than i t s  om 

resources could support a t  the  time, became i n  many cases because of 

the  subs t i t u t ab i l i t y  of funds, the  source f o r  economic investments 

used f o r  improved production f a c i l i t i e s .  "Development Assistance" 

aud "Special Assistance" were used i n  some instances f o r  the  financing 

of mi l i t a ry  purposes. 

To som extent  mi l i t a ry  and economic a id  goals contradicted each 

other;  economic considerations had t o  give way t o  mi l i t a ry  requirements. 

P o l i t i c a l  short-term needs assumed p r i o r i t y  over long-term economic 

recovery measures. The resu l t ing  compromises l e f t  all pa r t i e s  d is-  

s a t i s f i e d  who had not f u l l y  succeeded i n  gaining approval f o r  t h e i r  

concerns. The Act f o r  Internat ional  Development of 1950 introduced 

s t i l l  another a id  objective. It opened with a Congressional f inding 

" tha t  the  peoples of the  U.S. and other nations have a common i n t e r e s t  

i n  the freedom and i n  the  economic and soc i a l  progress of all peoples". 

T h i s  seemed t o  many an endless task,  requiring an amorphous arsenal. of 

weapons. When, therefore,  the M u t u a l  Securi ty Act of 1951 and 1954 

combined all the  various assistance programs, except f o r  c a p i t a l  

lending through EX-IM Bank and l a t e r  on a f t e r  1957, through the  Develop- 

ment Loan Fund, the  re la ted,  bu t  s t i l l  competing, multiple p i p o s e s  
L 

of our foreign assistance e f f o r t  in teracted occasionally t o  produce 

somewhat bewildering e f fec t s .  



The Foreign Assistance Act of 1961 achieved a  c l a r i f i c a t i o n  of 

purposes. Par t  1, " ~ c t  f o r  Internat ional  Development of 196111, s t a t e s  

as the  policy of the  United S ta tes  " to  strengthen f r i end ly  foreign 

countries by encouraging the development of t h e i r  f r ee  economic i n s t i t u -  

t ions  and productive capab i l i t i e s  ... ". Part  2 -- "The Internat ional  

Peace and Security Act of 1961" seeks t o  promote peace and secur i ty  

of the  U.S. by the support of "the common defense against  i n t e rna l  

and external  aggression including the  furnishing of mi l i t a ry  assistance 

upon request t o  f r i end ly  countries and internat ional  organizations". 

The main purpose of the "Act f o r  Internat ional  Development f o r  

1961" derives from the awareness t h a t  the economic and soc i a l  develop- 

ment of the developing countries i s  e s sen t i a l  f o r  the long-term secur i ty  

of the  United States.  The purpose i s  c l ea r ly  s t a t ed  as the  promotion 

of the  economic development of f r iendly  nations. Under the  influence 

of the  "Act of Bogota", "socia l  development" i s  recognized as one 

addl t ional  dimension of the development process and hence as one 

addi t ional  a id  purpose i n  Section 102, para. 6, 201 (b), 211 ( a )  and 

Section 251 (b) .  These a id  objectives are t o  be achieved through 

development l oans ,  and development grants ( technical  assistance ) . 
I n  those cases which cannot meet the development c r i t e r i a  but  are  

deemed e s sen t i a l  f o r  the promotion of economic and p o l i t i c a l  s t a b i l i t y ,  

"su-pporting assistance" and the  Presddential "Contingency Fund" 

can be resorted t o .  

B. The Mil i tary  Assistance Program a l so  underwent s ign i f ican t  

changes i n  the experience of the Department of Defense and the  various 



foreign aid agencies administering it. The Republic of the  Philippines 

Mil i tary  Assistance Act of 1946 had introduced the  pr inciple  of mil i tary  

a id  ( t ra ining,  equipment) i n  conjunction with the 99-year l ease  of 

23 bases from a f r iend ly  nation. The Greek-Turkish Aid program, the  
the  experience gained i n  

China Aid ~ c t , / t h e  in te rmi t tan t  c r i s e s  i n  I ran  and Tartwan and the  

Mutual Defense Assistance Act of 1949 ( l a t e r  embodied i n  the Mutual 

Secisrity Act of 1951) had paved the  way f o r  t he  delivery of military 

end-items t o  the armed forces of the  Republic of Korea and the  means 

of s t r e ~ g t h e n i n g  our mi l i t a ry  a l l iances ,  NATO, SEAT0 and CENTO. 

Europe was t o  be equipped t o  increase i t s  own production of mi l i t a ry  
and 

items, and was t o  receive d i r e c t  t rans fe r  of mi l i t a ry  equipment;/expert 

help  i n  i t s  production, . maintanance and training.  From "arms, 

ammunition and other end-items of warfare" the  program moved towards 

the  i i irection of jo in t  f a c i l i t i e s  as  a i r f i e l d s ,  naval bases, a i r  

warning systems, petroleum pipelines,  communication ne t  works and 

other items of "infrastructure".  After the Korean Armistice, the  

events i n  Indochina, Taiwan and others highlighted again the  need f o r  

d i r ec t  mi l i t a ry  assistance.  A t  the same time it became c l ea r  t h a t  

the nations of the  West required U.S. assistance t o  be prepared f o r  

any ~ k t u r e  mi l i t a ry  adventures of the  Soviet Bloc. Special programs 

such as the  offshore procurement, the f a c i l i t i e s  assistance program, 

the  mutual weapons development program, were designed t o  equip the 

Allied powers with the necessary mi l i t a ry  production capabi l i t i es ,  

maintenance i n s t a l l a t i ons  and the  many new weapons systems which had 

s ign i f  icaii t ly changed human and cap i t a l  defense requirements. With 



the economic recovery of Europe largely accomplished, U.S. assistance 

t o  t h i s  area could be limited t o  technical advice, and coordination 

and maintenance of the NATO complex. As a consequence the t o t a l  

amount,s devoted t o  military assistance decreased substantially over 

the years and the dis tr ibut ion of U.S. military aid shif ted from 

primary emphasis on Europe t o  the Far and Near East. Military ass is t -  

ance from sources from 1946 t o  1962 amounts t o  $31,059.5 million. 

As can be seen from the tablesfollowing this chapter, the annual 

net deliveries reached a height of $4,272.5 b i l l i o n  i n  1953; slowly 

descended t o  $2,160.5 b i l l i o n  i n  1959 and have since been reduced t o  

a $1.5 b i l l ion  level  i n  recent years. In  1952 Europe received 69%, 
and ' 

the Near East and South Asia ll$, the Far East 13.746, / tion-regional 

purposes 6.3%# Africa Pa- and Latin America received negligible amounts 
m-- 

not even to ta l l ing  . As l a t e  as 1960 Europe received 

s t i l l  38% of the t o t a l  military assistance allocation. In  t h a t  year, 

the Far East received the same percentage, 38%; NESA, 16%; LA, 3%; 

Africa 1%; the remaining 4% represented by non-regional expenditures. 

In FY 1963 the picture has been substantially changed. Europe ' s 

percentage had dropped from 69% i n  1952, and 38% i n  1960, to  18%. 

The Far East percentage increased t o  48% and NESA received 24%. 

w r c e c t w a r t i c i ~ a t i o n  -- 
I .. . - of . LA . and a m  -2 AF - -  largely .. res t r ic ted  --P.-s.LI- &--̂ I--- t o  the 

s~c&ring~* mai-n;i;&ini-~g- of m i 1 1 2 ~ -  bases, remained -at a ~ ~ r o x i m a t e l y  

the same level a-s i n _  1960~ New programs were designed t o  emphasize 



the close correlation between the maintenance of internal  peace and 

security and the success of a.n externally assisted economic develop- 

ment effort .  To th i s  end, the program i n  the l e s s  developed areas 

was Cevoted t o  the strengthening of the internal  security forces, 

t o  counter-insurgency -training and t o  the use of military forces 

i n  economic development projects through an expanded civic  a f fa i r s  

prograq. With th i s  new emphasis, the number of recipient countries 

affected by the military assistance program sharply increased from 

14 i n  1950 t o  69 i n  1963. The Foreign Assistance Act of 1961 

l imits  the authorized level  of military assistance t o  $1,700 b i l l i o n  

f o r  each f i s c a l  year ( ~ e c .  504(a)), a considerable reduction fron: 

the r a t e  of military assistance expenditures i n  the middle f i f t i e s  

indicating thereby ( a )  the fulfi l lment of conventional weapon goals 

i n  some countries; (b) a greater contribution by other nations; 

( c )  a re la t ive ly  low leve l  of open hos t i l i ty ;  and (d)  a greater 

emphasis on programs of economic development t o  counter Communist 

imperialism. 



C .  Economic A s s i s t a n c e  I s s u e s .  

1. U .S. concern  w i t h  t h e  t h r e a t  which t h e  d i s r u p t i o n  of 

economic a c t i v i t i e s  caused by war  cou ld  r e p r e s e n t  f o r  t h e  n a t i o n a l  

s e c u r i t y  and economic w e l f a r e  of t h i s  c o u n t r y  s t a r t e d  v e r y  e a r l y  i n  

World War 11. The 1944 B r e t t o n  Woods Conference a t t empted  t o  p r o v i d e  

th rough  t h e  IMF and t h e  IBRD, two i n t e r n a t i o n a l  mechanisms, t h e  

f a c i l i t i e s  t o  d e a l  w i t h  Europe ' s  c a p i t a l  needs and f o r e i g n  exchange 

requ i rements .  These two i n s t i t u t i o n s  cou ld  no t  cope w i t h  t h e  immense 

problems. Due t o  t h e  weakness of t h e  o t h e r  economies of t h e  Western  

World, a t  t h a t  t ime,  t h e  U.S. emerged as t h e  o n l y  r e a l i s t i c  s o u r c e  of 

f o r e i g n  a s s i s t a n c e .  Not d i scouraged ,  t h e  U.S. con t iqued  t o  p l a y  a 

major  r o l e  i n  t h e  economic a s s i s t a n c e  a c t i v i t i e s  o f  t h e  Uni ted  Nat ions .  

The U .S. was i n s t r u m e n t a l  i n  founding  UNICEF (1946))  UNRWA ( P a l e s t i n e  

~ e f u ~ e e s )  and UNEPTA ( ~ x p a n d e d  T e c h n i c a l  A s s i s t a n c e  program) b o t h  i n  

1949, UWKRA i n  1950 and t h e  UN S p e c i a l  Fund i n  1957. EPTA and S p e c i a l  

Fund r e c e i v e d  s i g n i f i c a n t  U.S. s u p p o r t ,  $153 and 45 m i l l i o n  r e s p e c t i v e l y .  

Both o r g a n i z a t i o n s  have made a s u b s t a n t i a l  c o n t r i b u t i o n  t o  t h e  economic 

development o f  t h e  l e s s  developed c o u n t r i e s .  I n  a d d i t i o n  t o  s h o u l d e r i n g  

t h e  major f i n a n c i a l  burden of t h e s e  two UN i n s t r u m e n t a l i t i e s  t h e  U .S. 

f o r e i g n  a i d  program c a r r i e d  t h e  major  burden o f  Westerneconomic assis- 

t a n c e  th rough  b i - l a t e r a l  agreements.  

With  t h e  a r r i v a l  o f  EPTA, t h e  UN S p e c i a l  Fund, EEC, as w e l l  as t h e  

s t epped  up  a i d  e f f o r t s  of o t h e r  Western  Nat ions ,  t h e  

problem of  c o o r d i n a t i o n ,  o r  a t  l e a s t  t h a t  o f  a v o i d i n g  d u p l i c a t i o n  of 

e f f o r t s  a r o s e .  An i n c r e a s e d  IBRD, IFC and IDA r o l e ,  and t h e  e n t r y  of 

t h e  development A s s i s t a n c e  Committee o f  OECD on t h e  scene ,  b o t h  
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leading t o  a id  consortia accentuated fur ther  t h i s  need. After many 

years of uneasy experimentation the Foreign Assistance Act of 1961 

a)  reaffirmed Congressional belief  i n  these instruments of mutual 

assistance (Sec. 102 t o  8), b) expressed the hope t h a t  a l l  other countries 

able t o  contribute join i n  a common undertaking t o  meet the  goals of 

the Act (Sec. 102 t o  9) and charged the executive with the obligation 

t o  take the  ava i l ab i l i t y  of other f r e e  world sources of funds on 

reasonable terms i n t o  account i n  making development loans (Sec . 201(b)) . 
I n  addition the 1961 law permitted use of U.S. funds i n  the Indus Basin 

development case "by or under the supervision" of the IBRD (Sec. 303), 

favored mul t i l a te ra l  assistance t o  newly-independent countries (Sec. 619) 

and authorized loans of U .S. funds t o  IDA (Sec. 205) . 
2. The Marshall Plan, the most important of the e a r l i e r  

b i l a t e r a l  economic assistance e f f o r t s  of t h i s  country, established a 

rymber of principles which s ign i f ican t ly  influenced a l l  l a t e r  economic 

assistance e f for t s :  

The European Cooperation Act expected t o  reach i t s  goal, 

the res torat ion of production and t rade t o  pre-war levels  within a 

4-year period. EW assistance was designed t o  overcome the one major 

bottleneck which the 16 Eumpean nahions were unable t o  overcome e i t he r  

alone or i n  concert, i . e .  t o  meet the shortage of do l l a r  funds. The 

cost  of the program could therefore be estimated i n  advance; the  t h e  

period determined by law and the means of reaching the desf red goal of 

res tor ing the pre-war leve l  of economic a c t i v i t f e s  c l e a r l y  determined. 

Similarly, some of the mi l i t a ry  assistance objectives, i . e .  

the goal of establishing and equipping NATO forces t o  a generally 
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agreed and pre-determined goa l  s t r e n g t h  was equa l ly  measurable i n  

t ime,  magnitude, and method. This has t o  be con t r a s t ed  wi th  t h e  t a s k  

confront ing  the  na t ion  under t h e  Act f o r  I n t e r n a t i o n a l  Development of 

1950 which dec lared  l t  t o  be t h e  "po l i cy  of the  U.S. t o  a id  t h e  e f f o r t s  

of peoples of economically underdeveloped a reas ,  t o  develop t h e i r  

resources  and t o  improve t h e i r  working and l i v i n g  conditions by en- 

couraging t h e  exchange of t e c h n i c a l  knowledge and s k i l l s  and t h e  f low 

of investment c a p i t a l "  t o  t h e  l e s s  developed coun t r i e s  (Sec 403)-  Here 

was no time l l m i t ,  no e s t ima te  of t h e  necessary c o s t  and a somewhat 

a r b i t r a r y  r e s t r i c t i o n  on t h e  means t o  be used f o r  t he  avowed purpose 

of a s s o c i a t i n g  t h e  U.S. w i th  t h e  acce lera ted  growth of t h e  l e s s  developed 

a reas .  The TCA was e s t ab l i shed  t o  provide p r imar i ly  one of t h e  means 

of f c r t h e r i n g  t h e  economic development of t h e  developing coun t r i e s :  

t e c h n i c a l  a s s i s t a n c e  wi th  c a p i t a l  a i d  r e s t r i c t e d  t o  demonstration 

p r o j e c t s .  As f a r  a s  t he  provis ion  of s u b s t a n t i a l  c a p i t a l  was concerned 

it  was l e f t  t o  p r i v a t e  sources of investment and t h e  lending  a c t i v i t i e s  

of t h e  EX-IM Eank and t h e  I B R D  A modest program of investment 

guarantees  was supposed t o  encourage p r i v a t e  investment abroad,  A s  

U.S. concern wi th  t h e  t h r e a t  of Communist i n f i l t r a t i o n  and economic 

o f l ens lve  d l r e c t e d  towards the  l e s s  devsloped world ~ n c r e a s e d ,  s o  

increased experience and knowledge of t he  development process .  I t  soon 

became c l e a r  t h a t  a l t h ~ g h  no time cr  o the r  e x t e r n a l  i npu t  l i m i t s  

could be f i r m l y  e s t ab l i shed  ex-ante a s  t o  when and a f t e r  what a l d  

e f f o r t s  t h e  l e s s  developed coun t r i e s  would achieve an  agreed develop- 

ment aim, it was poss ib l e  t o  measure t h e  t lme and t h e  magnitude of - 
e x t e r n a l  a s s i s t a n c e  needed t o  reach the  t n r n i n g  p o i n t  when s e l f  s u s t a i n i n g  
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growth was l i k e l y  t o  commence- A magor i n j e c t i o n  of economic a s s i s t a n c e  

i n  t h e  decade of t he  s i x t i e s  could be expected t o  s u b s t a n t i a l l y  reduce 

t ens ion  and s a t i s f y  the  peak demand f o r  e x t e r n a l  a s s i s t a n c e  i n  most of 

t h e  l e s s  developed coun t r i e s  and permit some of t h e  most important 

coun t r i e s  from t h e  U.S. s e c u r i t y  viewpoint t o  e n t e r  t h e  Rostowian 

take-off s t age .  Once, both time and magnitude of t h e  e x t e r n a l  a s s i s -  

t ance  e f f o r t  could be determined a bas i s  f o r  a r a t i o n a l  a l lo tment  of 

funds over time through t h e  Foreign Assis tance Act of 1961 was crea ted .  

The var ious  s h i f t s  i n  emphasis of major economic a i d  ob jec t ives  

which charac ter ized  t h e  U,S, f o r e i g n  a i d  program was c l e a r l y  expressed 

i n  t h e  change of magnitudes of a id  a l loca ted  t o  the  var lous  reg ions .  

Based upon economic a s s i s t a n c e  f i g u r e s  portrayed i n  [ the  s t a t i s t i c a l  

t a b l e s  fol lowing t h i s  chapter  t h e  fol lowing change of r eg iona l  per- 

centage p a r t i c i p a t i o n  i n  econom.c a s s i s t a n c e  emerges: 

Table 2 
- - . - - - - - 

Regional Percentage D i s t r i b u t i o n  of 'Total U ,S ,  B i l a t e r a l  Economic Aid 

Europe 

FE 

NESA 

LA 

AF 

Non-Regional 

These r a t i o s  r evea l  c l e a r l y  t h e  Marshall  Aid a s s i s t e d  recovery of 

Europe, which obviated massive U ,S. a i d  a f t e r  1955, t h e  growing U .S. 
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concern Kith the  economic development of the l e s s  developed areas,  and 

therein the r e l a t i ve ly  s teep increase of the Alliance f o r  Progress 

and the African programs. The India  and Pakistan assistance explain the 

high r e l a t i ve  NESA percentage share. 

I n  absolute terms economic aid underwent, as  indicated i n  the 

charts  follosring t h i s  h i s t o r i c a l  aceount,sharp var ia t ions ,  The trend 

is, however, de f in i t e ly  downward. This becomes especial ly  marked i f  

expressed i n  f rac t ions  of U.S. GW. The 3,8 b i l l i on  Marshall Plan 

l eve l  represented 1.25% of GNP, From 1956 t o  date the  en t i r e  foreign 

assistance e f fo r t  (economic and mil i tasy combined) hovered around the 

1/2% of GNP mark, while a number of European nations, including France 

and UX maintained a consistent  1% level ,  favored by the  UN. 

3 .  The Marshall Plan found a p o l i t i c a l l y  acceptable and 

e f fec t ive  means of solving the a l locat ion problem of external  ass i s -  

tance among the  16 European natlons by encouragf ng them t o  es tab l i sh  

individual plans  of nat ianal  ac teons  t o  be submitted t o  the col lect ive  

scrut iny of a l l  other h ropean  aid recipients ~ o i n e d  i n  the OEEC. I n  

t h i s  way the Marshall Plan saved the U.S, from the embarrassment of 

having t o  react  negatively t o  ill-conceived o r  overly-ambitious a i d  

demands from any given nation; it  forced the nation t o  replace shopping 

l i s t s  by integrated economic plans and t o  engage vigorously -- again 

under the control  of t h e i r  pears -- i n  a l l  those necessary national 

a d  intra-European measures and econorni~ pol lcfes  whlch were needed 

t o  res tore  Western E ~ r o p e ' s  economies a t  the e a r l i e s t  possible time t o  

i t s  pre-war leve l .  The mi l i t a ry  assistance program a l so  benefitted 

from economic planning, self-help, and self--imposed control  by other 
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a id  r e c i p i e n t s  and adjus ted  them t o  ~ t s  own needs wi th in  the  NATO 

mechanism. The Act f o r  I n t e r n a t i o n a l  Development f o r  1950 l i m i t e d  

U.S. t echn ica l  a s s i s t ance  t o  those count r ies  which provide condi t ions  

under which such t echn ica l  a s s i s t ance  and capaci ty  "can e f f e c t i v e l y  

and cons t ruc t ive ly  con t r ibu te  t o  r a i s i n g  standards of l i v ing ,  c r e a t e  

new sources of wealth, increas ing  p roduc t iv i ty  and expanding pur- 

chas i  ng power". U .S. a s s i s t ance  was t o  be governed by the  judgment 

t h a t  it  "was reasonably designed t o  con t r ibu te  t o  the  challenge of 

in t eg ra ted  development of the  cwintry o r  a rea  concerned"; t h a t  "any 

works o r  f a c i l i t i e s  which may be projec ted  a r e  a c t u a l l y  needed i n  

view of s i rn i la r  f a c i l i t i e s  e x i s t i n g  i n  the  a r e a  and a r e  otherwise 

economically sound" and t h a t  c a p i t a l  was not ava i l ab le  elsewhere on 

"reasonable terms and i n  s u f f i c i e n t  amwnts t o  f inance  such projec ts" ,  

(Sec, 403(b)) ,  However, the  Act l e f t  t he  ques t ion  of a l l o c a t i o n  t o  

t h e  judgment of TCA and provided only very genera l  and somewhat 

inadequate guidelFnes, 

It was the re fo re  understandable t h a t  i n  s p i t e  of some at tempts t o  

introduce "codntry progrmmingv2 t echn ica l  a s s i s t ance  p r o j e c t s  were 

c a r r i e d  out t h a t  d id  not f i t  any conceivable p r i o r i t y  schemes and 

t h a t  ne i the r  a i d  donor nor r e c i p i e n t  f e l t  c o w e l l e d  t o  rank a i d  demands 

i n  any r a t i o n a l  order ,  This fai l lx-e d id  not ~ e r m i t  the  U,S, government 

t o  f d l u e n c e  t h e  course of e c o n a d c  development i n  the  coun t r i e s  aided. 

When t h e  Development Loan F ~ n d  was e s t ab l i shed  t o  provide needed 

c a p i t a l  f o r  economic development, an r e a l f z a t f o n  of the  f a c t  t h a t  

ne i the r  p r i v a t e  c a p i t a l ,  nor EX-IM or  the  World Bank could be r e l i e d  

upon t o  meet t h i s  need adequately, i t  was a l s o  confronted wi th  the  
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q u e s t i o n  of a l l o c a t i o n  of l o a n  f u n d s  among v a r i o u s  c l a i m s .  Faced w i t h  

a l a r g e  number of l o a n  applications i t  cou ld  escape  t h e  hard p r i o r i t y  

c h o i c e s  b y  honor ing o n l y  t h e  "most u rgen t" ,  and/or  b e s t  p repared  l o a n  

a p p l i c a t i o n s  on a " t a r g e t  of oppor tun i ty"  b a s i s ,  a p rocedure  which 

invo lved  some i n a c c u r a t e  judgment of i n t r a - c o u n t r y  p r i o r i t i e s ,  b u t  

no g u i d e  f o r  i n t e r - c o u n t r y  r a n k i  ng of needs ,  

The F o r e l g n  A s s i s t a n c e  Act  of 1961 d r e x  t h e  l e s s o n s  f rom t h e  

shor tcomings  which b e s e t  b o t h  T e c h n i c a l  A s s i s t a n c e  and Development 

Loan Fund o p e r a t i o n s ,  It t u r n e d  t o  t h e  principle of i n t e g r a t e d  

n a t i o n a l  p l a n n i n g  (Sec.  102?  p a r a .  6 and 202 ( b ) )  as a means of 

m o b i l l z i n g  t h e  n a t i o n a l  r e s o u r c e s  of t h e  deve lop ing  c o u n t r y .  It  

i n t r o d u c e d  t h e  principle of  s e l f - h e l p  requiring t h e  a s s i s t e d  c o u n t r y  

t o  t a k e  a l l  a e c e s s a r y  s t e p s  f o r  c r e a t i n g  t h e  n e c e s s a r y  c o n d i t i o n s  f o r  

autonomous growth as a p r e - c o n d i t i o n  of e x t e r n a l  a i d  (Sec. 102,  pa ra .  6, 

and 201 ( b ) ) ,  and i t  e n c ~ u r a g e d  r e g l o n a l  o r g a n i z a t i o n s ,  as f o r  i n s t a n c e ,  

t h e  O r g a n i z a t i o n  of American S t a t e s  t o  e x e r c i s e  a n  a s s i s t i n g ,  a con- 

trolling, and -- p o s s i b l y  i n  t h e  fu tz re  -- a n  a l l o c a t i n g  f u n c t i o n .  

4 M a r s h a l l  P l a n  Aid, I n  s p i t e  of p r o v i d i n g  $13.4 b i l l i o n  

t o  t h e  a f f e c t e d  c o u n t r i e s ,  never  c o n t r i b u t e d  more t h a n  a f r a c t i o n  o f  

t h e  t o t a l  c a p l t a l  lnvestment-made by t h e  comrmnity o f  European c o u n t r i e s .  

The major t a s k  of r e c o n s t r u c t ~ o n ,  as t h a t  of a l l  a c c e l e r a t e d  economic 

growth, was l e f t  t o  t h e  c o u n t r y ' s  9wn a b i l i t y  and w i l l i n g n e s s  t o  move 

ahead,  The s t r a t e g i c  importance o f  t h e  American c o n t r i b u t i o n ,  was 

however s u c h  as t o  p rov ide  t h e  UoSo w i t h  s u b s t a n t i a l  i n f l u e n c e  over  

t h e  c a u r s e  of t h e  j o i n t  economic r e c o n s t r u c t i o n  program. L i b e r a l i -  

z a t i o n  of in t ra -European  t r a d e ,  S t a b i l i z a t i o n  o f  European c u r r e n c i e s ,  
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Estab l i shment  of t h e  S t e e l  and Goal Ccmm~nity,  and of t h e  Common 

Market and o t h e r  a s p e c t s  o f  European ~ n t e g r a t i o n  were j o i n t  American 

and European economic ob jec - t ives  whli.cti co~..ild no t  have been ach ieved  

w i t h o n t  t h e  p e r s u a s i v e  f o r c e  of Marsha l l  P l a n  a i d .  The a l l o c a t i o n  

of EFP funds cox ld  be made dependent upon t h e  performance o f  a 

count ry .  The mere t h r e a t  of reduced a i d  would s u f f i c e  t o  p r e v e n t  

a c t i o n s  which endangered t h s  a l l i e d  p o s t ~ e  i n  & way which was l i k e l y  

t o  a f f e c t  a d v e r s e l y  t h e  U S n a t s o n a l  sec -wi ty ,  N e i t h e r  TCA nor  DLF 

assistance, b o t h  p r o j e c t  oriented, and o f  r e l a t f v e l y  moderate s l a e  

and s t r a t e g i c  importance were o f t e n  i n  a p o s i t l o n  of a f f e c t i n g  t h e  

b a s i c  a t t i t u d e s  of t b e  l e s s  developed c o z n t r i e s ,  Tb9 F o r e i g n  

A s s i s t a n c e  Act of 1961 re-equipped t h e  U,S. government w i t h  t h e  

p o s s l b l l i t y  of c o n t r i b u t i n g  t o  t h e  achievement of n iu tna l ly  agreed  

f o r e a g n  p l i c y  o b j e c t i v e s  th rough  c a r e P 2 l l y  dev i sed  a i d  s t r a t e g y .  

1 3  maxfmize t h e  e f f e c t i v e n e s s  of econoyilic a s s 2 s t a n c e  q-D found i t  

d e s i r a b l e  t o  c o n c e n t r a t e  f z r e i g n  a i d  i n  t h o s e  c o a n t r i e s  which of 

t h e n s e l v e s  are sf s t r a t e g i c  i m p o ~ t a n c e  t o  IJ ,So n a t x o n a l  s e c u r i t y  

and p rovs  t h e i r  a b i l k c y  and d f s c i p l F n e d  des;.re t o  develop.  Th-is 

made it n e c e s s a r y  t o  c b a e  anlong t h e  grow: ng n m b e r  of a l d  c l a i m a n t s .  

A s  can  be s e e n  f rom Fab le  3 t h e i r a  n-nLt)er more than  doubled f rom 42 

bn 1953 t o  95 i n  1962. 



Table 3 -- 
Number of a i d  r e c i p i e n t  coun t r i e s  

1950 1962 

Europe 12 1 0  

Far East  

NESA 

LA 

Fourteen c a u n t r i e s  out of more than 95 a i d  recipients w l l l  r ece ive  

two-thirds of a l l  development funds i n  FY 1364, Furthermore, con- 

c e n t r a t i o n  app l i e s  t o  the  contents  of any s p e c i f i c  country program. 

The t o t a l U . S ,  f o r e i g n  a i d  ef.foret and t h e  e f f o r t s  of i n t e r n a t i o n a l  

agencles upon whzch t h e  U ,S has some 1nt"luence f oc i~sses  i n c r e a s i n g l y  

on a few ( s t r a t e g i c )  key s e c t o r s  i n  t h e  aconomic development process,  

i n s t ead  of being s c a t t e r e d  on a g r e a t  n~lmber of a i d  p m j e c t s  i n  t h e  
. . 
f n t e r e s t  of "balanced development", 

5 ,  F u r t h e r ~ ~ o r e  whenever a c o - d n t . ~  proves capable of f u l l y  

u t i l i z i n g  e x t e r n a l  assi .s tance,  a i d  does not have t o  be l inked  only t o  

s p e c i f i c  and gs a r u l e  un re l a t ed  p r o j e c t s  but can be of fered  i n  support  

of a  mutually agreed economic development course of a c t i o n ,  Such a i d  

emphasizes t h e  bas i c  congruence of UoSo s e c u r i t y  goals  wi th  t h e  develop- 

ment concern of t h e  l e s s  developed countri ,es,  removes p o i n t s  of f r i c t i o n ,  

c r e a t e s  goad-will f o r  t he  U, So,  and u l t i m a t e l y  l e s s e n s  t h e  time period 

and magnit-~de of U ,S a i d  This very  procedure reduced Marehall Aid 

estimated t o  amount t o  $19 b ~ l l i o n  by one t h i r d ,  Mutual involvement 



i n  a common e n t e r p r i s e ,  i . e .  t h e  econornic development of a c o u n t r y  

i m p o r t a n t  t o  U .S. i n t e r e s t s  r e q u i r e s  b a s l n g  U .S. a s s i s t a n c e  on a 

c a r e f u l  a n a l y s i s  o f  t h e  n a t i o n a l  economy of t h e  c o u n t r y  t o  be a i d e d ,  

and a j o i n t  d e t e r m i n a t i o n  o f  t h e  o p t i m a l  course  of economic develop-  

ment. S i n c e  development i s  o n l y  p o s s i b l e - o v e r  l o n g e r  t ime  s p a n s  - most 

p l a n s  a r e  made f o r  a 5 o r  10 y e a r  p e r i o d  - some a s s u r a n c e  as t o  t h e  

a v a i l a b i l i t y  o f  e x t e r n a l  a i d  over  t h e  p l a n n i n g  per iod,  i . e . beyond t h e  

u s u a l  f i s c a l  y e a r  i s  needed. The F o r e i g n  A s s i s t a n c e  Act  o f  1961 

prov ided  i n  Seob 202 (b )  A ,  I .Do w i t &  t h e  a u t h o r i t y  t o  commit develop- 

ment l o a n s  funds  s u b j e c t  t o  Congress iona l  a p p r o p r i a t i o n s  f i v e  y e a r s  

ahead. It recognized t h e  n e c e s s i t y  f o r  long-range c o n t i n u i t y  f o r  

f o r e i g n  a i d  (See. 102,  p r d .  6 )  and t h e  need f o r  long-range development 

ass l i s t ance  as t h e  p r imary  i n s t r u ~ z r i t  s f  .econom:ic grcwth (Sec . 102, 

paFa,  7) . Chapter. 2 T i t l e  I. (9evelgpeLent Loan Fcnd) of t h e  Act f o r  

I n t e r n a t i o n a l  Devel.3pnent of 1 9 6 1  rec2gnixes  a l s o  s p e c i f i c a l l y ,  t h e  

need t o  r e a l l z e  " long-range o b j e i t l v e s ! ' ?  and t o  e s t a b l i s h  o r d e r l y  and 

ef'fez5lv:li-y exec;:tsd "lsng-terrr. p h c s  and ; ; : ?cg~&~s  o f  development 

. . 
ass i . s t ance" .  The Leg is la t - lve  h.ist:;-y. 2+" :he .FAA 1961  b e a r s  w i t n e s s  

as :,? a c l e a r  Congrs;si.sr.a; ,~r~de:rst,andT.ng oy t!-.e fac t  t h a t  t h e  economic 

d s v e l c p ~ e n t  of t h e  f'ri.i:ndly cc-;;.::'l-?;,",s t k e  T,1 ,S. d e e m  d e s i r a b l e  t o  

asslss w i l l  r e ~ ~ i n  a U,S, concs rn  Scr 5t.e Fi1.l. decqde.  Th is  was a i  much 

neaded d e p a ~ t ~ r e  f r.;m t k e  : ; .nreal is  LF: e x ~ e c t a t ? ~ o n s  exy~ressed  i n  Sec . 
I 

543 of t h e  Ivht;;al S e c - ~ r i t y  Act .;f 14.53, wb,.;.:i?. .- wrsngly  - expected 

rhak e onomic and mili tary a i d  zc.:.ld bc te:mi.nated w i t h i n  a 24- and Cr 
30.-months p e r i o d  r e s p e c  t - i se ly  wltksi;? haz??fd e f f e c t  on t h e  U . S o  

n a t i o n a l  s e c - c r i t y  p o s i t i o n ,  a mi.sj.:ldgmeati which t h e  Mi;t.aal Sec;ri.ty 

Act cf i 9 5 4  c o r r e c t e d .  
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6 .  One of t h e  g r e a t  i n n o v a t i o n s  of M a r s h a l l  P l a n  a i d  was 

t h e  7 ~ t i l i z a t i o n  of p r i v a t e  channe l s  t o  p r o v i d e  European and o t h e r  p a r t s  

of t h e  world w i t h  t h e  commodities which were d e s p e r a t e l y  needed and 

which o n l y  t h e  U.S. could  s u p p l y  a t  t h e  t ime.  Under t h e  i n f l c e n c e  of 

t k e  l e s s o n s  l e a r n e d  i n  World War I where a i d  had been extended t o  o u r  

A l l i e s  i n  t h e  fopm of i n t e r e s t - b e a r i n g  l z a n s  which r e s u l t e d  i n  such  

s e v e r e  t r a n s f e r  problems t h a t  f o l l c w i n g  t k p  H3over Mora to r iun  of 1931, 

$11 b i l l i o n  wor th  of c red i . t s  t a d  t o  be c a n c e l l e d ,  t h e  U.S. Government 

r e f r a i n e d  f r o m  t h e  m e  of t n e  l o a n  d e v i c e  i n  t h e  Lend Lease  Program, 

i n  UhEW and a l s o  i n  g e n e r a l  i n  t h e  M a r s h a l l  P lan .  Most of t h e  

Marsha l l  P l a n  a i d  took  t h e  form of  g r a m s  s~ as not  t o  "barden t h e  

commerce". The same remained t r u e  f o r  military and economic a i d  

extended a n d e r  t h e  N ~ t u a l  Sec;;rl.ty Acts of 135'1 and 195'4. S ince  

many of t h e  d s l l a r  l c a n s  extended by t h o  DLF were repayab le  i n  

l o c a l  c u r r e n c y  t h e y  coa id  be cons idered  t~ be on t h e  b o r d e r l i n e  

between a s o f t  l c a n  and a g r a n t  as f a r  as t h e  x i t i m a t e  e f f e c t  on 

lend',iig and r e c e f v i n g  cc - ru t r i es  wsre c z i i c e r n e d  .. The ac t - i a l  e x p e r i e n c e  

w i t h  M a r s h a l l  P l a n  a i d  skewed, h ~ w e . v e r ,  5Lat t h e  a b i l i t y  of t h e  

E i rdpean  c o m t r F e s  tl; repay. some of the funds  made a v a i l a b l e  t o  them 

z n d e r  ERP had been 'iinderesti.mated, I:t w a s ,  t h e r e f  o re ,  p o s s i b l e  f o r  

t h e  F o r e i g n  Ass l szance  Act of 1 9 6 1  t o  r5s tore  t k e  p r i n c i p l e  of repay-  

ment i n  d ~ l l a r s  f c r  l o a n s  t o  be zxtendccd t o  t h e  l e s s  developed 

c o u n t r i e s .  'To s o f t e n  t h e  impact,  k!owever, t h e  terms and c o n d i t i o n s  

o f  t h e  l o a n  (-ap t o  40 y e a r s ,  1 0  y e a r  g r a c e  p e r i o d ,  3/4$ i n t e r e s t ,  e t c . )  

were e s t a b l i s h e d  on s z c k  a generoas  s c a l e  t h a t  t h e  l i k e l i h o o d  of s e r i o u s  

t r a n s f e r  problems t o  a r i s e  i n  t h e  f ~ t u r e  seems a d e q c a t e l y  sa feguarded .  
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7 .  E x t e r n a l  a s s i s t a n c e ,  be i t  through b i l a t e r a l  o r  m u l t i -  

l a t e r a l  channels ,  i s  always l i m i t e d  by t h e  donor c o u n t r y ' s  r e sou rce s  

and t h e  s p e c i f i c  economic cond i t i ons  p r e v a i l i n g  a t  t h e  t ime of enactment .  

I n  1948, when t h e  Economic Cooperat ion Admin i s t r a t i on  was under  deba te ,  

t h i s  coun t ry  was s t i l l  s u f f e r i n g  from p h y s i c a l  s h o r t a g e s .  C e r t a i n  raw 

m a t e r i a l s  were i n  s h o r t  supp ly  as f o r  i n s t a n c e  o i l ,  o t h e r s  were i n  ' 

over-supply such as c e r t a i n  a g r i c u l t ~ r a l  p r 3 d ~ c t s .  A s  a consequence, 

ECA was under an  o b l i g a t i o n  t o  f u r n i s h  Europe w i t h  o f f - shore  pe t ro leum 

impor t s  and t o  promote on t h e  o t h e r  hand t h e  European u s e  of American 

wheat f l o u r .  I n  1961, t h e  U.S. was no l o n g e r  concerned w i t h  a domest ic  

o i l  sho r t age ,  was s t i l l  plagued by a surpl-LS of a g r i c u l t u r a l  and o t h e r  

commodities, bu t  had i ncu r r ed  a new problem -- a c o n s t a n t  d e f i c i t  i n  

t h e  Balance of Payments which l e d  t o  t h e  l o s s  of gold r e s e r v e s .  To 

meet t h i s  s i t u a t i o n  A . I . D s s  proc.arement p o l i c y  had t o  s h i f t  from 

worldwide t o  preponderant  U.S. procurement,  New ways of u t i l i z i n g  

a g r i c u l t u r a l  and o t t e r  s ~ r p l n s e s  i n  t h e  k r t h e r i n g  of economic develop- 

pen t  of t h e  less developed co.n.ntries - had been fcand, . a s  f o r  i n s t a n c e  

t h e i r  .dse i n  p u b l i c  works p rog rans ,  ?'he Agri .c .dl tura1 Trade and 

Development Ass i s t ance  Act ~ f . .  1954 k.ad been ad j - i s t ed  t o  make t h e s e  

s x p l u s e s  more e f f e c t i v e  t o o l s  i n  pl;rs.;.ing t h e  ends of t h e  f o r e i g n  

a s s i s t a n c e  program, ' Ihs p c , s s i . b i l i t y  oi' u s i n g  l o c a l  cu r r ency  funds  

r e s ~ l t i n g  from t h e  s a l e  o f  PL 489 c o m o d i t i e s ,  f o r  economic develop-  

ment l o a n s  added ano the r  f n s t ~ i m e n t  t o  t h e  f o r e i g c  a i d  e f f o r t .  The 

Peace Corps - i n  a d d i t i o n  t o  i t s  c ~ t k e r  s p e z i f l c  o b j e c t i v e s  - now a l s o  

c o n t r i b u t e g  i n  some c a s e s  i n  coopera t ion  w i t h  A I D  program3 t o  t h e  

economic development. The Peace COTS o f f e r s  on ly  one a s p e c t  o f  ano the r  
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t r e n d  which pervades  t h e  development of t h e  f o r e i g n  a i d  program, i , e ,  

t h e  growing awareness of t h e  human f a c t o r ,  as an  a g e n t  i n  t h e  develop-  

ment p r o c e s s .  S h o r t a g e s  of human r e s o u r c e s  a r e  b e i n g  recognized  as 

of e q u a l  importance t o  t h a t  of c a p i t a l  as s t r a t e g i c  b o t t l e n e c k s  which 

r e q u i r e  s p e c i a l  e x t e r n a l  a i d  measures.  

The a b i l i t y  of t h e  Western  i n d u s t r i a l  n a t i o n s  i n  Europe and Asia 

( ~ a ~ a n )  t o  a c c e p t  a n  i n c r e a s i n g  p a r t  o f  t h e  c o l l e c t i v e  r e s p o n s i b i l i t y  

f o r  t h e  economic development of t h e  l e s s  developed c o u n t r i e s  had 

improved. A s  indicated above, t h e  Fore ign  A s s i s t a n c e  Act  of 1961  

t a k e s  f u l l  advantage of t h e  p o s s i b i l i t y  of a j o i n t  U.S. e f f o r t  w i t h  

t h o s e  of l ike-minded n a t i o n s  and t h o s e  of t h e  UN a g e n c i e s  (IBRD, IMF) 

th rough  such  d e v i c e s  a s  c o n s o r t i a  and c o o r d i n a t e d  a c t i o n  th rough  DAC/OECD. 

Coord ina t ion  of t h e  v a r i o u s  a i d  i n ~ t ~ n e n t a l i t i e s  and of t h e  v a r i o u s  

t o o l s  a t  t h e  d i s p o s i t i o n  of t h e  U.S. has ,  hence r e q u i r e d  an  i n c r e a s i n g  

importance i n  A I D  a d m i n i s t r a t i g n .  

8 ,  Throughout t h e  h i s t o r y  of t h e  f o r e i g n  a i d  programs, 

individual c y ~ n t r i e s  o r  r e g i o n s  r e c e i v e d  s p e c i f i c  a t t e n t i o n  e i t h e r  

th rough  s e p a r a t e  laws,  th rough  s p e c i f E c  p r o v i s i ~ n s  i n  t h e  v a r i o p s  

a c t s ,  o r  th rough  t h e  s e t t i n g  up of s p e c i f i c  fxnds  b y  t h e  e x e c u t i v e .  

I t  perhaps  s u f f i c e s  t o  r e f e r  t o  t h e  China Aid Act of 1948, t h e  China 

Area Act of 19509 t h e  Famine R e l i e f  Act cf 1953, t h e  P a k i s t a n  Wheat 

Act of 19539 t h e  A s s i s t a n c e  t o  Greece and T ~ r k e y ,  t h e  a t t e n t i o n  p a i d  

t o  t h e  P h i l i p p i n e s ,  t o  I n d i a ,  and t o  such  a d m i n i s t r a t i v e  d e v i c e s  as 

t h e  Asian Development Fund, t h e  Richards  Miss ion t o  t h e  Middle E a s t ,  

t h e  s p e c i a l  a s s i s t a n c e  t o  t h e  c o ~ n t r i e s  s o u t h  of t h e  Sahara ,  t o  

emphasize t h i s  p o i n t .  A p a r t i c u l a r  c a s e  i n  p o i n t ,  r e p r e s e n t  t h e  
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constant demands for  regional funds and development banks. Nowhere 

has the pressure fo r  preferred treatment been as marked as i n  the  case 

of Latin America. 

Common origin, and culture,  economic and in t e l l ec tua l  in teract ion 

have always directed the a t tent ion of the U.S. towards Europe; long 

h i s to r i ca l  association and Soviet and Communist China policy necessitate 

concern f o r  the Orient, but stronger than both proved geographic 

propinquity, recent his tory and economic interdependence, which l ink  

the nations south of the Rio Grande t o  t h i s  country. For more than 

50 years, churches and religioils agencies have been sending.missionaries 

t o  Latin America; U.S. indus t r ia l  firms have transferred technology 

on a large scale t o  t ha t  area; univers i t ies  and pr ivate  foundations 

have f a c i l i t a t e d  the development of higher education i n  Latin America 

and provided opportunities fo r  study over hebetand individual s c i en t i s t s  

and engineers served as pr ivate  foreign advisors, Organized govern- 

mental e f fo r t s  t o  a s s i s t  the economic development of the  area are  of 

r e l a t i ve ly  recent origin.  They can be dated back t o  the  Interdepart-  

mental Committee on Science and Cultural  Cooperation established by 

President Roosevelt i n  1939. PL 63 of May 3, 1939 authorized the 

government t o  d e t a i l  "for temporary service not exceeding one year" any 

government employee t o  give advice and assistance on request t o  the 

government of any American nation. With the outbreak of the  war, 

Latin America achieved renewed importance as a source of s t ra teg ic  

materials f o r  the mi l i t a ry  b u i l d ~ p .  T t  became apparent t ha t  Latin 

American p~oduct ion depended upon the existence of a m i n i m u m  of decent 

and healthy l iv ing  conditions f o r  the workers. I n  1940 Nelson Rockefeller 
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was appoin ted  as t h e  f i r s t  Coord ina to r  ~f In te r -Amer ican  Affairs. An 

a t t a c k  on t h r e e  major weaknesses of L a t i n  Anerlcarl p r o d u c t i o n  and l a b o r  

f o r c e  performance seemed immediate ly  i n  o r d e r :  improvement of a g r i -  

c . d l t x r a l  p roduc t ion ,  improved p u b l i c  h e a l t h  and s a n i t a t i o n  t o  c o n t r o l  

c 0 n t a g i o . a ~  d i s e a s e s  and b e t t e r  e lementa ry  educa t ion .  Oz l t  o f  t h e  two 

Delaware Corpora t ions ,  t h e  Inter--American Educat ion Fouindation and t h e  

i n s t i t a t e  of%Tnter-American P u b l i c  Rsaltb. and A g r i c u l t u r e  which 

R x k e f e l l e r  e s t a b l i s h e d  i n  1942 developed t h e  I n s t i t n t e  of I n t e r -  

k le r i can  Affairs which u n t i l  t h e  c r e a t i o n  of TCA, i n t o  which it  was 

merged, spear-headed t e c h n i c a l  a s s i s t a n c e  Eregrams i n  t h e s e  t h r e e  

f i e l d s  i n  L a t i n  Amerlca. I n  t h e  l a t e r  y e a r s  af TCd o p e r a t i o n s ,  and 

c ~ n t i n u i n g  i n t o  t h e  o p e r a t i o n s  of FOA and I C A ,  o t h e r  t e c h n i c a l  assis- 

tan:€ s e r v i c e s  such  as I n d u s t r i a l  Frod-:ctlvLty, P s b l i c  A d m i n i s t r a t i o n  

and Labar  were added. 

A s  s t a t e d  ea r l i e r . ,  t h e  Act f3c I n t e r . n a t h n a 1  Development of 1950, 

and t h e  M; t aa l  S e c u r i t y  Ac ts  o f  1951  and 1954 l i m i t e d  t h e  p r o v i s i o n  of 

. c s p i t i a l  f a z d a  t o  d e ~ c n s t r a t 5 . m  p : l rpses ,  T t i s  a p p l i e d  of c o u r s e  a l s o  

+ o  L a t i n  America. Conseqyent ly  c a ~ l t a l  s - ~ p p i y  t o  t h i s  r e g i o n  was a l s o  

l e f t  t o  p r i v a t e  i n i t i a t i v e ,  t k e  E X - I M  Bank, t h e  Vor ld  Bank and t h e  

ELF. S i n c e  t h e  volume of p r i v a t e  and p u b l i c  c a p i t a l  e n t e r i n g  L a t i n  

America, impresslvt? as it was, d i d  n c t  meet t L L ?  r e q ~ i r e m e n t s  and t h e  

e x p e c t a t i o n s  o f  L a t i n  Ameri.ca, In te r -Amer ican  conference a f t e r  con- 

f e r  ecce  passed  r e s o l - d t i o a s  req?;?s t i n g  a g r e a t e r  3. S o  Government a i d  

e f f o r t  t o  meet t h e  need f o r  mare f - ~ n d s  a t  e&ssler terms and c o n d i t i o n s .  

T:xse r e q ~ e s t s  were f i n a l l y  Lonored by t h e  c rea tLon  of t h e  Inter-American 

Development Bank, PL 86-147, A u g i s t  7, 1959. 



A n a t u r a l  d i s a s t e r  -- t h e  C h i l e a n  e a r t k q u a k e  -- and  a g e n e r a l  

r e c o g n i t i o n  of t h e  need t o  a l l e v i a t e  t h e  p l i g h t  o f  t h e  low incpme 

r e c e i v i n g  g r o a p s  i n  L a t i n  America,  eombinzd i n  t h e  a u t h o r i z a t i o n  o f  

$5'00 m i l l i o n  f o r  t h e  development  of  " c o o p e r a t i v e  programs ... t o  f o s t e r  

economic p r o g r e s s  and improvements i n  t h e  w e l f a r e  and  l e v e l  o f  l i v i n g  

o f  a l l  t h e  p e o p l e s  i n  t h e  American R e p u b l i c s  ..." i n  t h e  L a t i n  American 

A s s i s t a n c e  A c t  o f  Sep tember  8, 1963 ,  $100 m i l l i o n  w e r e  r e s e r v e d  f o r  

t h e  r e h a b i l i t a t i o n  o f  t h e  d e v a s t a t e d  areas i n  C h i l e ,  $394 m i l l i o n  were  

t u r n e d  o v e r  b y  t h e  U .So  Goverm-ent  as a s o c i a l  p r o g q e s s  trust f u n d  t o  

t h e  1 nter -Amer ican  Development Bank on J - ~ n e  19, 1961. The r e m a i n i n g  

$6 m i l l i o n  w e r e  earmarked f o r  a r e v i t a l i z e d  OAS. 

The e n s u i n g  e v e n t s ,  t h e  A c t  o f  Bogcta,  t h e  c r e a t i o n  o f  t h e  A l l i a n c e  

f o r  P r o g r e s s ,  and  t h e  C h a r t e r  cf P m t a  d e l  E s t e  have  been  d e s c r i b e d  

abcve ,  The new a i d  c c n c e p t s  a r r i . ~ ? e d  t h e r e ,  t h e  emphas is  on l o n g  t e r m  
1 

p l a n n e d  development ,  p r e d o m i n a n t l y  c a r r i e d  c.;t b y  t h e  c o u n t r i e s  

t k L e ~ ~ ~ s e l v e s p  c o n d i t i o n i n g  o f  m a s s i v e  a i d  q o n  the  c o d a t r i e s  ' w i l l i n g n e s s  

. . -. and ~ abil-ity t o  mobil l ize t k e i r  cwn I'::SC~:.PCSS and  5he5.r respons- iveness  

t o  t h e  v i t a l  econornLc and  p i : E . t i c a i  and s r ~ c i a l  c a n c e r n s  o f  t h e i r  p e o p l e  

t h r o u g h  e f f e c t i v e  s e l f - h e l p  meas.cres, s e t  tte t c n e  f o r  t h e  Ac t  of  

1 n t e r n a t i o n a l  Development o f  1 3 6 1  and the t c t a l  a i d  p rog ram which  

b e n e f i t t e d  f r o m  t h e  g r e a t e r .  i n s i g h t  i n  t h e  r e s p e c t i v e  r e s p o n s i b i l i t i e s  

c~f a i d  d o n o r s  and a i d  r e c i p i e n t s  deve loped  by t h e  A l l i a n c e .  It a l s o  

a c c e p t e d  t h e   alliance!^ d i s c o v e r y  o f  a new b a s e  f o r  a more r a t i o n a l  

a l l o c a t i o n ,  t i m i n g  and  de t e rmina t - ion  o f  U , S o  a s s i s t a n c e .  

9 .  F i n a l l y ,  t h e  e n t r y  o f  t h e  S o v i . e t  b l o c  i n  t h e  f o r e i g n  

a i d  ar.ena h a s  excised t h e  7,T-Sa a i d  program t o  r e v i e w  i t s  a t t i t u d e s  
I 
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towards such ques t i ons  as compet i t ion  and c o l l a b o r a t i o n  w i t h  Chino-Soviet  

a i ded  p r o j e c t s .  I n  p r i n c i p l e  bo th  have been r e j e c t e d .  A t  t h e  same t ime  

world r e a c t i o n  towards S o v i e t  a i d  o f f e r s  and f a r  from p e r f e c t  performance 

have not  been ignored  i n  mapping o - ~ t  AID s t r a t e g y .  

1 0 .  F i f t e e n  y e a r s  have e lapsed  s i n c e  t h i s  c o u n t r y  embarked 

on h e r  f i r s t  major f o r e i g n  a i d  program. Each y e a r  t h e  need f o r  c o n t i -  

nuat ion and t h e  c a p a c i t y  of t h i s  n a t i o n  t o  r e n d e r  a s s i s t a n c e  have been 

reviewed and r ea f f i rmed .  A s  o l d  problems neared s o l - ~ t i o n s  and new ones 

a ro se ,  s o  changed t h e  U . S .  r e sponse .  Ald ob jeCt fves ,  goals, ,  form and 

cond i t i ons  were a d j u s t e d  t o  meet j a s t i f i e d  c r i t i c i s m  and changed 

c i rcumstances .  S t a r t i n g  wi+,hc7;t t h e  b e n e f i t  of any t L i s t o r i c . a l  p receden t ,  

qFd a d m i n i s t r a t i o n  had t o  l e a r n  by exper ience  how t o  b r i n g  about  o r d e r l y  

economic and s o c i a l  change i n  othe.; col;ntrl.es. To enab l e  i t  t o  t a p  

the reso-i;.rces of t h e  s c i e n t i f i c  c o ~ n . ~ j n i t y  rncre s . a c c e s s f - ~ l l y ,  t h e  Fore ign  

Ass i s t ance  Act o f  1961  au tho r i zed  s2onsorsk ip  o f  development r e s ea r ch .  

I n  each of t h e  L5 y e a r s  t h e  q l ~ e s t i o n  of t he  e f f e c t i v e n e s s  of f o r e i g n  

a r d -  was ~ a k s e d .  A s  .asual,  shch j-;dp-ents can oilly be made i n  r e t r o s p e c t .  

I n  t h a t  l i g h t ,  Marsha l l  ALd m i s t  be deemed eminen t l y  s ~ ~ c c e s s f u l ,  The 

assessment  of t h e  v a h e  of A 1 . D s s  c x r e n t  a c t i v t t i e s  must be l e f t  t o  

t h e  Pil tzre.  Thfs c o ~ n t r y ' s  cold-war o ~ p o n e n t s ,  the S o v i e t  Bloc and 

Comm;nLst Ck~ina Lave obvio.;sly a l r e a d y  reached a p o s i t i v a  conc lus ion ,  

t k e y  have p a i d  t h e  rnost f l a t t e r i n g  c .cK~l l r ren t  by copying t h e  U .So  

prograxi on a l a r g e  and i n c r e a s i  ng s c a l e .  

For  t h e  f irst  172 y e a r s  o f  t k i s  c o i ~ n t r y ' s  e x i s t e n c e  t h e  need f o r  

f o r e i g n  economic a s s i s t a n c e  as a governm.enta1 'fpeace-timea' f u n c t i o n  d i d  
\ 
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not a r i s e .  The need a rose  only a f t e r  1945 when t h i s  na t ion  found 

herse l f  t h r u s t  i n t o  t h e  l eade r sh ip  p o s i t i o n  of t he  f r e e  world and her  

s e c u r i t y  threa tened  by Sov ie t  Imperialism. As long a s  she continues 

t o  c a r r y  t h e  r e s p o n s i b i l i t y  of l ead ing  the  defense of Western c i v i l i -  

za t ion  aga ins t  Communist aggression,  t he  U . S o  w i l l  have t o  continue 

t o  s t rengthen  the  economies, promote the  economic development and 

support  t he  a b i l i t y  of f r i e n d l y  nat ions t o  meet armed aggression from 

outs ide  o r  wi th in .  
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