: The Qf:je:fpu't! E,[\‘E’(onamj‘c Are[ )" by /. W/, Ka:'fau-' p ﬁSé.
43




November 9,
W. Wo Ro

, OBJECTIVES

troduction

mml—qﬂ«ﬁ—-ﬁ-ﬂ' — T

Economic aid

postwar aid programs

merican

and military policy ab

SZMS

R DL"'RI{ r Spe ng X rams

have passed throu rae major s since

tation

longer tery

In addition, starting

wimuing =

nerican aid

American

-..-/ B | Fs & -y
1 devealc Lstance




f> ._L

concludes with an effor 1 larger purpose which appesars

to underlie the continuing support of s Congress for

now maintained by the Ve tates for more than a decads

Short-Term Relief and Rehabilitati

L N

first instance the purpose of economic aid
wartime allies in findin welr fe fter a terrible, disruptive,

and

consequence
shall receive
z and shelter, n the prevention of pestilence and ln the recovery
health of the pe 3, and that and arrangemsnis
made for the returr risoners and exiles to their homes and assistance
n ths resumption of urgently nseded agriculbural and indusitrial production

and the restoration of essential services,
operations, rellef and rehabilltation was conducted

forces, a » area after another was liberated.

2
aid could be Justified as a way of avelding "dis
of military occupatlon by American troops,

the initial aid programs ex-eneny territories.

in faet, the same simple humanitarian foundaticns as the

UNRRA program.
The initial postwar loan to CGreat Britain had, as well,

game character. It was designed to tide over a transitional perlod durin;

aconomy ©of a key nation--and & deserving ally--would recover and
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But by and large, American aid was given in these years in a mood of hope
rather than fear, as a means of bridging a world torn by battle and a world

organized for a productive psace.

Longer-Term Reconstruction
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f 1946 1t becams increasingly clear that t
underiying the wartime vision of the postwar were, one by one,

gtalin evidently decided t the opportunities for Cosmunist

o 3 b, »
glaewhare were very great, g v the weals

by a turning inward to American domestic problems. In 1946, as well,

Chinesc Communists came to perceive that it might b ible for them o
move immediately

their objectivs,

uld not immediately

magnituds.

Simuitanecusly, the irse of events revealed that the economic
ticns of Bratton Woods we holly uvnrealistic., Industrial production in
Burope was rising, but imporied raw materials and foodstuffs were relatively
much higher in p han befc the war (2 situation exactly opposite to
that after the t World War); and they could only
which Eurcope did not have and could not quickly earn
material production outside the Western Hemisphere had been cut badly by wer

and revived slowly. Bseyond that, it was evident that the reconstruciion and




-needed modernization of European industry--essential if European
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the proporfion of military assistance within the total foreign aid budge

increased, Even then military assistance represented only 2L per cent of

foreign aid in the fiscal year 1951, 38 per cent in 1952, In the Mutual

Security Act of 1952, however, military assistance was more

of tha total.

The underlying purpese of this program was simple and clear.
to permit other nations to maintain sufficient military establisl
make unatiractive to Moscow and Peking aggressive adventures similar
the Korean War; and in the case of Indo-~China (down to the Genev:
Conference of 1954) to permit the French to continue to deal with
Vietminh threat. From the American point of view, the build-up
JATO and then of SEATO we
gaging ntial Amerviean troop formationg,
rationals for the American ald programs,
through 1956,

As the mubtual aid program developed, it was recog
maintenance of thase deterrent forces in the common interest constitute
a substantial drain on the economies of the wealker states; and
programs of economic aid in the form of defense suppori acco
development of our military alliances in the

In the course of these years, however, the ur
military aid programs developad after the outbreak of the Korean
gradually altered and eroded by three major factors,

First, the Soviel Union developed s

(including fusion) weapons, means
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a Soviet fusion device in August 1953
go out of NATO as a ground force establish
conviction gradually grew that the capabilities of mutual destruction were
now such that an all-out atomic war vas wholly irrational unless one of th

two major atomic powers achieved capabilitie elend knock out

blow the otherts retalitory power; and

American atomic

P
A

@ BEuropean participation in and cont
oxXce T“u_v
capabilities on its own.

Y

The will of Europeans to proceed with the build- of convention

was vird

sacond factor

Amaris
can and United Nations'! reaction te overt Communist a ession was, on balan

exceedingly costly; and tl there were greater pos
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receded the pursuit of the lesser asplrations of the new natlons and
colonial areas rose in priority. The Pakistani increasingly thought of

Kashmir rather than of the threat from the North; the Egyptians began to

project their weight into North and Central Africa and towards the formatlon

of a Middle East bloc; the 1ssue of Colonialiam in French North Africa came

to a head; the Baghdad Pact 1 essentially, a move 1in Free World power

diplomacy, rather than s siiy! ce deterrent against Communist military
strength. This assertion o ieved national interests, within
developed regions, further disrupted ¢l thern of Asi
consequences for e West Tre pean
powers, it further weakened ths coherence and effectiveness of NATO
Finally. the sense of urgency with respect to economic

in the underdeveloped areas and, with it,
rather than military assistance

the SEATO area, the pressures for increased e .d expanded;

elsewhere in the underdeveloped areas the continued American emphasis on

-

the maintenance of ground force deterrence against limited war appeared ou

pressures and interests.

of key with local political
and potential friends in the under
progressively more frustrated by the cast ol erican policy and the aid

programs that backed 1t.

By the end of 1956, therefore, it was evident that the military and

political foundations of the structurs of alliances bullt up in the wake

W

the Korean "ar had to be rethought and, with it, the scale and character

the military assistance program.




Long-Run Development

Conference of July 194k, the
what were to be later known as the underdeveloped areas ur
the International Bank be used not mersly for medlum-term reconstructlion,

also for long-run economic development. This pressurse arose

el
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resources which we can afford to use for/the asgista

other peoples are limited. f}ut our im nrl erable resoupces in

technical knowledge are consihnc‘“ growing and are 1nexﬂauutiblec
4

'l-c£§ believe that we should make available to peace~loving
pooples the benefits of our store of technical knowledge in
order to help them realize their aspirations for a better life
And; in cooperation with other nations, we should foster capital
investment in areas needing development, "

"Our aim should be to help the free peoples of the world,
through their own efforts, to produce more food, more clothing,
more materials for housing, and more mechanical power to lighten
their burdens,

invite other /countries to pool their 1
sources in this undertaking. lﬂﬁiv CJntribnt¢
welcomed, This should be

work together through
ized agencies whersver pract
effort for the achievemsnt

"With ratior
culture, and labor i .8 country,

increase the i abrial activity in
substantially their standar f 3LJin04

"Such new economic developments must be devised and con-
tha areas in which they are
e
e
'hul

&~

e
wr lied to b?ﬂu;ib the psoples of
e sh Guaranties to the /ir

guaranties in the ,guw;\‘t of the
labor go into these developments.,

stor must be balanced by

-t . L Pl ~y -, - "y erh I -
(‘ina’-l wWhose Yresources and whose

"The old imperialism--exyploitation for fo n profite=ha
no place in our plans. What 3 18 a '
opment based on the concepts of ratic falx

"All counbries, JQ?
a constructive program | b te:
and naturzl resources. Kxperience &
other countries expands ds they prog
cally.

"Greater production
And tFO key Lo greater
application of modern

"Only i‘f;f helping the least fortunate
hemselves can the human family achieve
1ife that is the right of all people.




"Democracy alone can,supply the vitalizing force to sitir
the peoples of the world 1nL0 th)umpnant action, not only against
their human oppressors, but also against their ancienl enemies--
hunger, misery, and/ despdir."

The character of the American national stake in the economic growth
of the underdeveloped areas was somewhat vaguely articulated by FPresident
Truman, He leaned mainly on a combination of humanitarianism and American
economic self-interest, but, in general terms, linked successful economie
development as well te the conditions for peace
damocratic process.

_,,-.;-

The importance of the underdeveloped areas of vorlid to the Ameri-
can interest and the nasd to meot their powerful aspirations for the moderni-
gation of their socioties was increasingly appreciated in 19L9-50,
recovery gathorsd momentum and the military position there appeared te be
stabilized, whils Communism moved to victory in China. GCordon Gray's report
in November 1950 and Nelson Rockefeller's "Pariners in Progress" reporit of
March 1951 reflected a sharpening awareness of the strateglc importanc
the United States of long-run davelopment in the underdavelope

But the energles and resources of the nation were sharply diverted by

the military tasks of the Korean War, the build-up of NATO, and 2 rebuild-

ing of the Ameriecan military establishment; and thls cast of mind was crystal-
lized by the continuing belief in the Executive Branch that military alliances
designed to prevent similar outbreaks of Communist aggression were the

highest priority order of national business abroad. Thus, in the pericd
1953=56, after the Korean trucs, while the weight of the American effort

in economic assistance gradually shifted away from Furcpe to Asia, the aid

programs, despite certain interesting innovations (such as the President

$100 million Asian pool and the long-term Indian food and fiber loan of 1956)




remained primarily military.
Rightly or wrongly, it was judged that economic assistance could
be justified persuasively to the Congress and the American people on

o

grounds of the American military interest. Very substantial economic
istance in the form of military support went to areas linked to the
United States by military treaty; but only a small proportion of the popula-
tion of the underdeveloped aret F th 1d shared substantially in American
foreover, in the treaty areas (notably, Korea, Vietnam, Taiwan, and
granted--linked

A

maintenance of military forces beyond the ability of the natlon's
n-=diverted energy, administrative talent, and
resources away from the tasks of long-term econcmic development
While the broad considerations of national interest incorpora
initial rationale for the Fourth Point program were widely accepted in

government and in official pronouncements, and while the program was
steadily maintained at a modest level, its role in American strategy on
the world scene was never clearly defined in the public's mind,
nation persisted in programs designed to deter limited war,
Communists shifted inte new dimensions.

There was no lack of awareness in the Congress concer
character of the American interest in associating our policies with the
desire of peoples in the underdeveloped areas for that
development needed to underpin and to give substance heir high aspira-
tions for independencs, democracy, and increased human dignity. For example,

Public Law 726, passed by the Eighty-fourth Congress contains these

"Section 2, Statement of Policy

f > s 3. . : 1 51
(2) The Congress of the United States recognizing that the
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peace of the world and the security of the United States are en-
dangered as long as international communism and the nations ib
controls continue by threat of military aetion, use of economic
pressure, internal subversion, or other means to attempt to bring
under their domination peopies nov free and independent and con-
tinue to deny the rights of freedom and self-government to pec

it to be the policy of the United States to continue as lonx
such danger to the peace of the world and to the security of &
United States persists to make available to free nations and
peoples upon request assistance of such nature and in such amounts
as the United States deems advisable compatible with its own
stability. strength, and other obligations, and as may be needed
and effectively used by such free nations and peoples to help
them maintain their freedom., . »

(e} It is the sense of the Congress that ass!
this Act shall be administared sc as to assist
their efforts to achieve self-government or independsnce under
circumstances which will enable them to assume an equal station
among the fres nations of the world and to fulfill their responsi-
bilities for self-government or independence.". . -

"Section 7. Title ] : Mutual Security Act of 1954, as

relates to technical cooperation,
amended as follows:

(4) (e¢) It is the purpose of this Act to advance the cause
of freedom. The Congress joins with the President of the United
States in proclaiming the hope that the peoples who have been
subjected to the capiivity of Communisi depotism shall apain
enjoy the right of sslf-determination within a framework which
will sustain the peace; that they shall again have the right to
choose the form of government under which they will live; and
that sovereign rights of self-government shall bes restored to
them all in accordance with the pledge of the Atlantic Charter.
Funds available under this seetion may be used for programs of
information, relief, exchange of persons, education, and re-
settlement, to encourage the hopes and aspirations of peoples
who have been enslaved by Commuinism.".

"Section 1.

It is the sense of Congress that in the preparation of the
mabual security program, the President should take fully into
account the desirability of affirmatively promoting the economic
development of underdeveloped countries, both as a means of
effectively counteracting the increased political and cconomic
emphasis of Soviet foreign policy and as a means of promoting
fundamental american foreign policy objectives of political and

economic self-determination and independence.®
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What was in question at the end of 1956 was
character of the program fulfilled the large objective it was designed

support.

Conclusion

What can we ce about the

a

World War?

Congrass

perii

congenial with our history and o * the future. As the Saco

“World 'iar drew to a close, #ith our warti ds and

with the peoples in thes @

got back on thelir

ing a part in a peacef orderly

1ist o r extreme solutions

"’L’ “t reach out for Communist or ¢ ; eSS

Poy

our resourcee into the sconomic and then the mi

Europa. In the Harshall Flan and NATO (as

Wars) we recogni that. the loss of Europs a hostiles power

security threat to the United Stetecs More ti that,
he threat had

dimension.
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of Soviet troops from Fastern Europe to the Channel but by th

confidence among Europeans that adherence to the democratic process was
compatible with their continued economic progress.

In the underdeveloped areas of Asia;
have recegnized in principle from Bretton Woods forward that
their economic progress, their independence, and their evolution towards
democracy matiered to usj and in 194950 ther: 3 evidence that this
perspective was being crystallized out in American thought and might lead
on to the development of a new American policy towards the underdevelo
areas, The Korean ''ar in e loWaver,
to hold the balance of pc favorable to
Middle East,

S
taken by itself--=has been p sssively put in questior
character of our military
China; by the character of the strategy pur d by Moscow and Peking; and
by the changing psychological attitudes and rising political

the nations of the underdeveloped areas. The Con

aware of these changes, and that awareness can be seen, to
changing regional direction and character of our aid prograr
nature of the American problem in holding power in Asia,
and Africa has altered more radically than our policies and the
programs designed to give them substance.

34

In short, we still lack in the underdeveloped areas an equivalent

o

the balanced economic-military approach represented {(down %o 1952)
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