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AMERICAN FOREIGN AID DOCTRINES

. it is folly in one nation to look for disinterested favors from
another; . . . it must pay with a portion of its independence for
whatever it may accept under that character; . . . by such acceptance
it may place itself in the condition of having given equivalents for
nominal favors, and yet of being reproached with ingratitude for
not giving more. There can be no greater error than to expect or
calculate upon real favors from nation to nation. It is an illusion
which experience must cure, which a just pride ought to discard.

Washington's Farewell Addyess

INTRODUCTORY

TECHNICAL ASSISTANCE and capital grants and loans to under-
developed countries for non-military purposes (“foreign aid” or
“aid”) have in the last decade become a conspicuous feature of our
foreign policy. In comparison with the total of defense spending
the amount of aid has not been large (roughly 3 percent for the
decade), and in comparison with gross national product it has been
very small (less than 1 percent). But aid is nevertheless coming
to be regarded as a principal instrument of our foreign policy. The
use of it to supplement, and in some degree to substitute for, the
traditional means of diplomacy is to be explained in part by the im-
practicability of using force or threats of force under the conditions
that now prevail. Many people, however, believe it is in general
a better way of achieving our objectives. In their widely read and

* This is a revision of a paper which appeared in Pxblic Policy, C. J.
Friedrich and 8. E. Harris, eds. (Cambridge, Mass.: 1961). I am indebted
to the Graduate School of Public Administration of Harvard University for
permission to reprint from it.

The criticisms and suggestions of Professors Milton Friedman and Hans J.
Morgenthau of the University of Chicago, of Professors Carl Kaysen, Martin
Meyerson, Thomas C. Schelling, and Raymond Vernon of Harvard University,
and of Mr. Joseph S. Nye, also of Harvard University, were particulasly
helpful.



influential book, Millikan and Rostow, for example, say that “we
have put relatively too much emphasis in recent years on pacts,
treaties, negotiations and international diplomacy and too little on
measures to promote the evolution of stable, effective, and demo-
cratic societies abroad,” and they emphasize this by subtitling
their book “Key to an Effective Foreign Policy.” 2

In view of this great and increasing importance, it is surprising that
the rationale of aid has not been better worked out. Many aspects of
the subject have been analyzed in a penetrating way by serious
writers, to be sure; economists and others have made valuable con-
tributions in technical articles and books and, especially, in behind-
the-scenes advice to administrators and policymakers. Few serious
writers have dealt comprehensively with the theory of aid, however,
and none of the serious writing seems to have entered significantly
into “enlightened” public discussion of aid.® The terms of such discus-
sion have been set almost entirely by publicists. The doctrines put
forward by the publicists, although expressed in confident, hortatory
tones as if they were well-established truths, consist mainly of
unverified, and often unverifiable, assertions.

The present study examines critically the premises of these doc-
trines as to both fact and value. This examination, which involves
reference to literature in economics, soc1ology, and political science,
leads to the conclusion that there is at least as much to be said
against aid as in favor of it. The question therefore arises: why is

2 Max F. Millikan and W. W. Rostow, A Proposal, (New York: 1957),
p- 4.

3 A conspicuous exception is a paper by Thomas C. Schelling which was
published by The American Assembly, Graduate School of Business, Colum-
bia University, in International Stability and Pragress (New York: June
1957); see also George Liska, The New Statecraft (Chicago: 1960); and
Charles Wolf, Jr., Foreign Aid: Theory and Practice in Southern Asia
(Princeton: 1960). A valuable collection of essays on foreign aid doctrines
is soon to be published under the editorship of Robert A. Goldwin,
director, Public Affairs Conference Center, University of Chicago, by Rand
McNally and Co., Chicago. Among these essays is one by Max F. Millikan
replying to some of the arguments of the present writer.
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aid so confidently proposed by policymakers and so readily sup-
ported, or at any rate tolerated, by the public? This question re-
quires consideration of the nature of American political culture and
of democracy in general.

It should be noted that doctrines are under discussion here, not
programs or practices. Foreign aid programs and practices may, of
course, be very different from what the doctrines attempt to justify.
It should be noted too that only non-military aid is under discussion.

The study is organized in three main parts. The first discusses
the doctrines which justify non-military aid mainly or ultimately on
the ground of its contribution to our national security. The second
discusses the doctrines that justify it on other grounds. The third
appraises the character of the discussion of aid doctrines and tries
to show why the nature of American democracy has led to a senti-
mental and unworkable approach to the subject.



DOCTRINES JUSTIFYING AID BY NATIONAL SECURITY

MoOST OF THOSE WHO write about aid justify it mainly or ulti-
mately, but usually not solely, on the ground that it will contribute
to national security. This position is based on one or the other of
two largely incompatible doctrines.* One, which will be called the
doctrine of indirect influence, asserts that national security will be
promoted by using aid to transform fundamentally the cultures
and institutions of the recipient countries. The other, which will
be called the doctrine of direct influence, takes the cultures and
institutions of the recipient countries as given and seeks to achieve
the purpose (promotion of national security) by bringing influence
to bear directly either upon the governments of the countries con-
cerned or upon their public opinions.

The Doctrine of Indirect Influence

A widely accepted doctrine asserts that foreign aid may serve the
vital interests of the United States by setting off, or bringing about,
fundamental changes in the outlook and institutions of the recipient
societies and that these changes will lead to others—especially the
spread of freedom and democracy—that will promote peace and
thus, indirectly, serve our ultimate purpose, which is to increase our
national security. ~

Those who advocate the doctrine of indirect influence differ about
how this process will work, especially about the nature of the
changes to be produced by aid and how these will yield the further
effects (freedom, democracy, and peace) that are desired ultimately.
One school of thought emphasizes economic effects. A marked rise

1The two doctrines are largely incompatible in three ways: (1) the
rightness of one depends logically to some extent upon the wrongness of the
other (e.g., if transforming the recipient society is necessary, then a method
which does not transform it is wrong; similarly, if transforming it is not
necessary, there is no justification for a method which transforms it); (2)
the two approaches compete for money, time, and other scarce resources; and
(3) the success of one approach may entail, or even constitute, the non-
success of the other (e.g., the transformation of a society may render the
society unamenable to direct influence).

4



in average income will change profoundly the outlook of the masses
of the people in underdeveloped countries. People who have enough
to eat and something to look forward to will be much less receptive
to Communist and other extremist appeals. Prosperity and oppor-
tunity will engender a taste for democracy and peace as, presumably,
they have in own our society. The one great need, therefore, is to
bring about rapid economic development. All the other effects that
are desired will follow automatically.

On this theory, aid should be distributed among countries solely
on the basis of their ability to use it to increase incomes. In princi-
ple, Russia and China might be given the highest priorities.

Another school of thought, represented principally by Millikan
and Rostow, says that increases in income will not of themselves
produce the desired effects (freedom, stability, democracy, and
peace). To be sure, “some” economic improvement is a necessary
condition for achieving these effects. But Millikan and Rostow are
severely critical of the “crude materialist” thesis that economic
development will of itself either reduce revolutionary pressures or
lead to orderly political development. They regard it as a serious
misconception to think that the spirit of revolt spreads easily among
people who are chronically destitute or that the mere creation of
wealth can satisfy a people’s expectations. In their view, aid is
important principally because it will set off social, political, and
psychological changes which will energize the society.

Even more important (than increases in income) are the confidence
generated by the sense of progress, the social mobility, the outlet for
leadership energies, the national unity, the consolidation of new
individual and group values, and discovery of new sources of
satisfaction and achievement which a concentration of social and
economic development can bring.?

2 Millikan and Rostow, op. cit, pp. 25-26. Another version of the
Millikan-Rostow doctrine appears in Senate Document 52, 85th Congtess,
1st Session, July 1957, “The Objectives of United States Economic Assistance
Programs” by the Center for International Studies, Massachusetts Institute
of Technology. A reformulation of the M.LT. position has recently been
published: Max F. Millikan and Donald L. M. Blackmer, The Emerging
Nations: Their Growth and United States Policy (Boston: 1961).

|
|
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Since they insist that the desited effects can only be secured
through certain social, political, and psychological changes, Millikan
and Rostow might be expected to make suggestions for using aid to
bring about these changes. They do not. All of their recommenda-
tions would be congenial to a “crude materialist.” Whereas their
first four chapters stress the crucial importance of non-economic
factors, the remaining five chapters do not mention them. These
later chapters refer to the purpose of aid as “economic development”
and make recommendations that are all directed toward purely eco-
nomic goals and that have little or no relation to (indeed, are
probably somewhat in conflict with) the goal of setting off social,
political, and psychological changes.* For example, the key recom-
mendation is that the distribution of aid “‘be determined by absorptive
capacity rather than by considerations of equity or politics.”

Millikan and Rostow, then, not only say nothing about how the
changes they regard as crucial are to be brought about, but, by laying
out a program which looks entirely to economic objectives, they
implicitly contradict the main point of their analysis.

Aid May Not Raise Levels of Living

All who hold the doctrine of indirect influence agree that a
significant (Millikan and- Rostow say “some”) improvement in
levels of living is necessary to secure the effects that are ultimately
desired. “Crude materialists” believe that the greater the improve-
ment the more marked these secondary effects will be. To the

3 “We have a very specific purpose in adopting such a program: to promote
the economic growth of the underdeveloped countries. . . .” (p. 64). The
criteria listed in Chapter 7 all assume the purely economic goal. The recent
reformulation of the M.LT. doctrine (Millikan and Blackmer, op. ciz.) is less
subject to this criticism: it makes (Ch. 10) a number of suggestions for
bringing about the necessary social, political, and psychological changes.
But here also the greatest importance is given to purely economic criteria.
For example, “Those responsible for development aid allocations must base
their decisions on econormic criteria rather than on considerations of short-run
political advantage. In the long run our programs will be more likely to
have the political consequences we seek if they are based on reasonably strict
economic criteria.” 1bid., p. 120.
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extent that there is reason to believe improvements will not take
place, confidence in these doctrines must be weakened.

The improvement that is necessary is in the income of the ordinary
man, not in aggregate income. A large increase in aggregate income
could leave most people in the society wotse off than before if, for
example, population grew faster than income or if the growth in
income was accompanied by an increased concentration of income in
the hands of a small elite or was siphoned off for military or other
governmental purposes that did not raise standards of life. In order
to bring about the necessary improvement in levels of living, there-
fore, a proper equilibrium must be achieved among three variables:
the productivity of the economy, the size of the population, and
the evenness with which income is distributed. Conceivably a satis-
factory relationship among these variables might be secured by
changing only one of them; in the usual case, however, it will be
essential to change them all.

In most of the underdeveloped areas aggregate income has been
increasing in recent decades. These gains, however, are being
nearly offset, and in some cases more than offset, by growth of
population. The rate of population growth is in most places enough
to absorb the increase in aggregate income that will result from
normal saving. Although their incomes are rising, the underde-
veloped countries, with some exceptions, are not increasing their per
capita food supply.*

*See A. J. Jaffe, “Population Trends and Controls in Underdeveloped
Countries,” Law and Contemporary Problems, Vol. XXV:3, 1960, p. 528.
According to J. J. Spengler, “Getting a fertility-reducing process under
way today probably presupposes a saving rate of something like 10-15 percent
of a nation’s net national product . . . and the conversion of a sufficient
fraction of it into forms of capital which are strongly production-oriented.”
“The Population Problem: Yesterday, Today, Tomorrow,” Sosthern
Economic Journal, Vol. XXVIII:3, 1961, p. 206. See also Kingsley Davis,
“The Political Impact of New Population Trends,” Foreign Affairs, Vol.
36:2, 1958, p. 296. Raymond Vernon believes steady improvement in the
quality of censuses in the underdeveloped countries has led demographers
to overestimate the rate of population growth and that per capita incomes
are increasing faster than is usually thought (personal communication).
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Estimates by Professor P. N. Rosenstein-Rodan on very optimistic
assumptions (e.g., that the underdeveloped countries will get all the
aid they can absorb and that they will make reasonably good use of
it) indicate that from 1961 to 1976 gross national product in the
underdeveloped parts of the world may rise from an average of $140
to $192 per capita.® Whether an increase of this magnitude would
suffice to change the political outlook of the underdeveloped coun-
tries decidedly is, of course, anyone’s guess. (It must be kept in mind
that an increase in average income does not imply a better distribu-
tion of income; this may be such that most people will be no better
off—conceivably even worse off—than at present. It should be taken
into account, too, that the aspirations of the people of the under-
developed parts of the world may meanwhile rise even faster than
their incomes.)

If the aid doctrine requires not merely some improvement in levels
of living but the “modernization” of the economy, the outlook is
even more discouraging. That aggregate and in some cases per
capita incomes in these countries have been growing in recent years
does not mean that they will continue to do so. The growth that has
occurred so far may be in the nature of “taking up slack”; additional
growth may be impossible without basic changes within the societies
~—changes that will not occur.

Some societies may never develop. The American Indian is a case
in point. The cruelty, indifference, and stupidity of whites can ex-
plain only in part why many Indian cultures have not entered modern
society after several hundred years of contact with it. In the last
30 years a vast amount of effort has been put forth on behalf of the
Indians. The United States Government, for example, has spent
several thousand dollars per Navaho to help them adapt, and has
spent it with much intelligence and good will—as much, at any

$ See Millikan and Blackmer, op. cit,, p. 154. A. J. Jaffe’s conclusion, in
the article cited above, was that “Under the best of circumstances, it will
still take at least one generation, counting from the end of World War II,
before there may be a decided slackening in the rate of population growth
and a very significant improvement in the levels of living.” (p. 534). -
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