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Foreword 

The Lyndon B. Johnson School of Public Affairs has 
established interdisciplinary research on policy prob
lems as the core of its educational program. A major 
part of this program is the nine-month Policy Re
search Project, in the course of which one or two 
faculty members from different disciplines direct the 
research of ten to twenty graduate students of diverse 
backgrounds on a policy issue of concern to an agency 
of government. This "client orientation" brings the 
students face to face with administrators, legislators, 
and other officials active in the policy process, and 
demonstrates that research in a policy environment 
demands special talents. It also illuminates the occa
sional difficulties of relating research findings to the 
world of political realities. 

This report on United States policy toward the 
Third World is a product of a Policy Research Project 
conducted in 1980-8 l . It examines a number of broad 
issues arising from U.S. relations with developing 
countries and makes recommendations to the U.S. 
government for improving the nation's policies in 
this area. 

ix 

It is the intention of the LBJ School both to develop 
men and women with the capacity to perform effec
tively in public service and to produce research that 
will enlighten and inform those already engaged in 
the policy process. The project that resulted in this 
report has helped to accomplish the former; it is our 
hope and expectation that the report itself will con
tribute to the latter. 

Elspeth Rostow 
Dean 





Pref ace 

This report is the result of a Policy Research Project 
conducted at the Lyndon B. Johnson School of Public 
Affairs during the 1980-8 l academic year. Fifteen 
graduate students participated in the project. Hoyt 
Purvis served as faculty project director, and during 
the summer of 1981, with the assistance of several of 
the student participants, he completed the final draft 
and editing of the report. 

The project was designed to provide a comprehen
sive examination of United States relations with and 
policies toward the nations of the Third World. The 
intent was to consider U.S. policy within a broad 
context rather than to focus on a specific aspect of 
U.S. relations with the Third World. During the pro
ject, it became increasingly clear to the participants 
that it was unwise if not impossible to consider as
pects of U.S. foreign policy in isolation. 

Because much of the policy research and analysis 
on foreign policy is clearly geared to the executive 
branch, an effort was made in this project to examine 
matters from the congressional perspective as well, 

xi 

and to keep in mind the important role that Congress 
will play in shaping U.S. policies toward the Third 
World. 

Some of the students entered the project with an 
extensive background in international affairs, while 
others were inexperienced in this field. However, by 
the end of a year's work, all were strongly convinced 
of the long-range importance of United States policies 
toward the Third World and of the need for U.S. policy
makers to give careful and studied consideration to 
such policies. 

This report offers a number of proposals and sugges
tions toward this end. We hope that it also constitutes 
a useful compendium on the full range of issues in
volved in United States relations with the Third 
World. 

We are grateful to the many individuals and insti· 
tutions who were helpful to us in the project and 
particularly to the Lyndon Baines Johnson Founda
tion for its financial assistance. 





Introduction 

Much has been written and spoken about the Third 
World in recent years. A phrase that only came into 
widespread usage in the last decade has now become a 
basic term in the international lexicon. 

But even though the phrase is frequently employed, 
there is still uncertainty about both its meaning and 
significance. To employ the phrase "Third World" is 
to run the risk of engaging in oversimplification and 
generalization. And to consider United States policy 
and the Third World is to venture onto even more 
uncertain terrain. United States policymakers have 
seldom attempted to consider U.S. policies toward the 
Third World from a broad perspective and in a co
herent fashion; rather, the tendency has been to deal 
with the Third World in a fragmenta ry manner and on 
an ad hoc basis. 

Academic studies and much of the work of inter
national agencies have tended to focus primarily on 
the economic aspects of U.S.-Third World relations. 
Defense planners have viewed the Third World in 
terms of its strategic implications- and within the 
broader framework of East-West conflicts, as a spinoff 
of the superpower rivalry. Others have focused on spe
cific issues in U.S.-Third World relations-energy and 
access to essential raw materials being notable examples. 

Congress, which plays a major role in determining 
both the sums and substance of American foreign 
policy, has seldom addressed U.S.-Third World rela
tions in broader terms. T he committee structure and 
the legislative process have normally resulted in Con
gress addressing these issues in a disjointed and piece
meal manner. The executive and the legislative 
branches, as well as the influential media, tend to 
concentrate on the "big" issues- U.S.-Soviet relations, 
for example, or the energy crisis- without sufficiently 
taking into account the broader context of interna
tional relat ions, or the long-term implications. 

But what makes U.S. relations with Th ird World 
h ations so important, and why this is a subject which 
should figure prominently in U.S. policymaking, is 
precisely because so many different and vital issues 
are involved- economic, security, humanitarian, geo
political, diplomatic, demographic, environmental, 
informational- and because the long-term implica-
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tions are highly consequential, both for this nation 
and for the prospects fo r international progress and 
stability. 

This is not to suggest that there can or should be an 
overall, across-the-board United States policy for all 
of the Third World. Recent history has demonstrated 
that broad international policies, based on sweeping 
principles, are not only inconsistent with reality, but 
can be counterproductive to U.S. interests as well. 
However, there can be some basic principles that 
guide the U.S. approach to the nations of the Third 
World. Most importantly, it is essential for U.S. policy 
to be based on a recognition of the significance of the 
countries of the Third World- particularly in the 
long term. 

From both an economic and a strategic standpoint, 
the importance of certain Third World nations as 
major suppliers of oil is of obvious importance. No
where has the intermeshing of economies been more 
evident than in the case of oil. But, beyond that, the 
United States is highly dependent on Third World 
nations for critical raw materials. For example, of four 
major strategic metals-chromium, cobalt, manga
nese, and platinum- U.S. imports range from a low of 
89 percent (platinum) to a high of 98 percent (manga
nese).1 Our imports of these strategic materials come 
almost exclusively from the Third World countries. 

Moreover, there are good prospects that in the 
1980s our dependence on imported raw materials will 
increase. The U.S. Bureau of Mines estimates that by 
the year 2000 only 20 percent of our primary materials 
will come solely from domestic sources.2 

Another way to look at this interdependence is to 
consider that more than two-thirds of the U.S. require
ments for seven major minerals originate from Third 
World sources: bauxite, chromium, cobalt, manga
nese, nickel, tin, and tungsten, and more than 30 
percent of the thirteen additional major raw materials 
comes from the Third World. Meanwhile, export of 
U.S.-produced merchandise to Third World countries 
is in excess of $30 billion annually, as large an export 
market as Europe and Japan combined. 

The United States depends heavily on a favorable 
trade balance that includes a growing trade with the 
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Third World. The twelve fastest-growing markets for 
U.S. exports today are in the Third World. In the 
period 1973-79, U.S. exports to the Third World grew 
at an average annual rate of 20 percent, compared 
with only 15 percent in the case of U.S. exports to 
industrial countries.3 

Exports now account for 20 percent of domestic 
goods production, one out of every seven American 
manufacturing jobs, and, including return on invest· 
ment overseas, one of every three dollars earned by 
U.S. corporations. 

In the 1970s, the value of agricultural exports grew 
at an average rate of 19 percent annually, compared 
with an agricultural import growth rate of 12.6 per
cent. This means a whopping increase in the agricul
tural trade surplus: from $1.5 billion in 1970 to $18.3 
billion in 1979. The export of U.S. agricultural prod
ucts will almost certainly be an even greater factor in 
the years ahead, with a growing world population 
requiring increasing food supplies. 

In addition to their position as major suppliers of 
key raw materials and their growing commercial link· 
ages with the United States, Third World nations are 
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increasingly involved in the international financial 
system, as well as being, in some cases, highly impor
tant from a geopolitical and/or strategic standpoint. 

Meanwhile, much of the Third World is confronted 
with the prospect, based on current trends, not only of . 
great increases in population but wider income dis
parities, major gaps between food supply and demand, 
critical energy shortages in certain countries, and 
rapid depletion of forests and arable land. Such condi
tions, if not alleviated, will in many cases give rise to 
internal strife and the possibility of political insta· · 
bility and/or the opportunity for intervention by 
forces unfriendly to the U.S. 

It is not only possible but imperative for the United 
States to view policies toward Third World nations in 
broader terms, taking into account this full range of 
interrelated policy areas. We will ignore the Third 
World at our peril. 

In this report, we review and analyze major aspects 
of the existing and prospective world economic and 
political environment, and we consider appropriate 
directions for U.S. relations with nations of the Third 
World in the years ahead. 



1 The International Political and 
Economic Environment 

Several leading public figures and commentators 
have scoffed at the use of the term Third World. As 
noted in the introduction, there are obvious dangers 
in generalizing about the Third World. 

Secretary of State Alexander Haig has correctly 
condemned "the failure to recognize the variety a
mong the so-called Third World nations.''1 Certainly 
it is a mistake to lump together nations as diverse as 
Brazil and Libya, Indonesia and South Yemen, Cuba 
and Kuwait. Secretary Haig told the Senate Foreign 
Relations Committee, "Failure to tailor policy to the 
individual circumstances of developing nations has 
frequently aggravated the very internal stresses which 
Western policy should seek to diminish."2 

Secretary Haig made a further important point: 
"Our difficulties in this regard have hardly been less
ened by our propensity to apply to these emerging 
states Western standards which resolutely ignore 
vast differences in their social cultures, political de
velopment, economic vitality, and internal and ex
ternal security."3 

It is important to avoid the tendency to look at 
these nations in light of Western standards, failing to 
take into account the history and attributes of the 
individual countries, and the differences among those 
countries. 

But, while it is a mistaken approach to ignore the 
diversity and distinctions within the Third World, we 
believe that it is equally misguided to ignore the 
existence of the Third World. In many cases, the 
Third World is not an entity and should not be treated 
as such. However, we submit that the surest way to 
ensure that there is a Third World, and to unify the 
bulk of nations within that rubric, is to insist that 
there is no Third World. 

We also believe that it is important to recognize 
that the United States cannot deal with other nations 
in isolation. While the United States may want to 
develop strong bilateral relations with certain na
tions, those nations may have their own agenda of 
interests and their own foreign policy concerns, which 
will not necessarily coincide with those of the U.S. 
Our policies on certain issues will inevitabl y bear on 
our relations with particular nations, even when those 

nations may not be directly involved. This is a con
cept we refer to as "chain linkage." As Mexico's Presi
dent Jose Lopez Portillo said, when speaking of U.S.
Mex ican relations, "There are no isolated problems; 
everything is part of everything else."4 

Before pursuing the subject of U.S. policy toward 
the Third World, however, it is appropriate to discuss 
what is meant by the term as well as several related 
terms. Although the terms first world and second 
world are seldom used, the first world is generally 
considered to consist of the United States, Canada, 
Japan, the economically advanced Western European 
nations, plus Australia and New Zealand- primarily 
the membership of the Organization for Economic 
Cooperation and Development jOECD). This taxon
omy places the communist and/or socialist nations of 
Eastern Europe and the Soviet Union in the second 
world. Broadly speaking, those countries that are not 
in the first two worlds are assumed to be in the Third 
World. As noted earlier, however, the categorizations 
are not all that tidy. Now there is also some usage of 
"fourth world" and "fifth world" to describe the poorest 
of the poor nations. 

The usage of "Third World" to describe the "devel
oping" nations did not become widespread until the 
late 1960s and early 1970s, although it had become 
more common in French-speaking countries ltiers 
monde) earlier. Probably the first to use the term was 
the French demographer Alfred Sauvy, in 1952. jFor a 
detailed discussion of the origin and evolution of the 
term, see The Third World and International Symbol
ism, Hoyt H. Purvis, Working Paper Series, no. 5 (LBJ 
School of Public Affairs, l 976j.) Others had used 
similar terms for a similar concept. For example, in 
the 1940s, Argentina's Juan Peron advanced the no
tion of the "third position," arguing that it was in the 
best interest of such nations as Argentina to take an 
independent position between capitalism and com
munism. 

French-speaking intellectuals from Africa and the 
Caribbean centered in Paris in the 1950s and early 
1960s, and some of them associated with a journal 
called Presence Africaine. They helped popularize the 
term Third World, as did Frantz Fanon, a psychiatrist 
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from Martinique who became an Algerian rebel. 
A variety of other terms have been and are used to 

describe the nations we refer to as the Thi rd World. 
At an earlier stage, the term was associated more with 
the concept of nonaligned or neutral nations, but 
partiall y because of the anomalies of those concepts, 
the term came to be used interchangeably with "de
veloping" or "less-developed" cou ntries (LDCs}. The 
acronym LDC is normally used by the U.S. Govern
ment. (The term unclerdeve/opecl is seldom used any 
longer.} More recently the less-developed countries 
have been referred to as the "South," most of them 
being located in the Southern Hemisphere, with the 
industrialized nations being the "North." Although 
widely used, there are obvious exceptions to these 
categorizations as well. Sometimes the South, or Third 
World, is referred to as the Group of 77, formed by the 
developing countries within the United Nations Con
ference on Trade and Development (UNCT ADI. This 
group now consists of about I 20 nations and is gener
ally associated with efforts to obtain a "new interna
tional economic order" (NIEO). 

There are also various subcategories within the 
Third World or South. One of these that has developed 
in recent years is the "newly industrialized countries" 
or NICs, referring to that relatively small number of 
Third World nations that have experienced rapid 
economic growth. In this group are severa l Latin 
American countries, plus such Asian countries as 
South Korea, Malaysia, and Singapore. Another sub
group is the resource-rich countries, primarily the 
petroleum-exporting countries, many of them mem
bers of the Organization of Petroleum-Exporting Coun
tries (OPEC}. Some of them have made their way into a 
class by themselves through their control of the 
supply and price of oil. Three of them with small 
populations-Kuwait, Quatar, and the United Arab 
Emirates- have per capita incomes in excess of 
$10,000. However, some of the oil exporters with large 
populations, such as Nigeria and Indonesia, are not 
nearly as well off. 

Together, the NIC and OPEC countries account for 
about one-fifth of the population of the developing 
countries other than China and account for 40 per
cent of the produce of those countries. Some forty-five 
"middle income" count ries have one-fourth of the 
population and produce another 40 percent of the 
output of all developing countries. 

That leaves the low-income countries, with per 
capita incomes of less than $250 and low growth rates. 
They have more than half of the population of the 
developing countries, but less than a fifth of the total 
income of those countries. Within this category arc a 
group of nations referred to as the poorest of the poor 
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or the least-developed countries.~ 
The industrialized nations, or the "North," as they 

are alternately called, are also a diverse group. But, as 
with the South, common interests can be indentified. 
Many nations in the North see it as in their interests 
to strengthen trade relations with the South and to 
encouray,e development, bringing the South more in
to the world political economy and contributing to 
international economic and political stability. 

In an increasingly interdependent world economy, 
strengthened trade relations could be beneficial to all 
nations concerned. Because of the large volume of 
trade that the North conducts with the developing 
world, it is in the North's interest to maintain access 
to Southern markets and to promote an atmosphere of 
free trade. In 1977, Japan, the U.S. and the EEC (Euro
pean Economic Community) sent more than one third 
of their exports to the Third World, with the propor
tion reaching 46 percent in the case of Japan. U.S. 
exports to the developing countries were more than 
four times those to Japan and nearly twice those to 
the EEC. These statistics indicate the importance of 
this trade to Northern economies. Not only is it 
necessary to export a great deal in order to help 
balance out large oil imports, but a large number of 
Northern jobs are dependent on Third World trade. 
The importance of this trade to employment is illus
trated by the fact that one job in twenty in the United 
States is in production for export to the Third World. 

The Northern expression of this commonality of 
interest in free trade came in the form of the General 
Agreement on Tariffs and Trade (GATTI, which was 
signed on October 30, 1947. In its preamble GAlT 
sets forth its task as the creation of "arrangements 
directed to the substanti al reduction of tariffs and 
other trade barriers and to the elimination of discrim
ination." GA TT is an imperfect agreement at best. But 
it serves as a good illustration of how a group of 
nations that originall y were predominantly Northern 
have organized to achieve goals in their common 
interest. 

The othe r side of this trade issue should not be 
overlooked-namely, that it is in the interest of the 
North for Southern natio ns to have access to North
ern markets as well. The South has to have suffic ient 
exports to the North in order to buy Northern imports. 
Also, the introduction of Southern products into 
Northern markets helps consumers in the North with 
lower prices. The main fear in the North is that 
increased competition will cause additional unem
ployment in this period of low economic growth. 

Despite this common interest in nondisc rimina
tory trade among Northern nations, the threat of 
protectionism is increasingly prevalent on the world 



scene. Domestic political pressures are causing the 
industrial nations to take a different stance on trade 
issues. Although it has been shown that little unem
ployment is caused in industrialized nations by com
petition from the Third World, the loss of jobs is often 
in industries that are already hard pressed. It is the 
pressure from these industries and unions that has 
often caused Northern governments to set up more 
trade barriers. 

The Global 2000 Report to the President, under
taken during the Carter Administration, emphasized 
the scope and urgency of global problems and the 
common interest among industrialized nations in 
aiding the development process, on both economic 
and humanitarian grounds. The Global 2000 Report 
painted a rather dismal picture for the future of the 
developing world if present trends continue: 

6.3S billion people will populate the Earth, an in
crease of SS percent since l 97S. Fully 77 percent of that 
populacion - S billion people- will live in the Less 
Developed Countries ILDCs). Already crowded LDC 
cities will become more crowded ... Most of the people 
in those LDC cities will live in "uncontrollable settle
ments# -slums and shanty towns where sanitation, 
water supplies, and health care will be minimal at best. 
And difficult as urban conditions are likely to become, 
conditions in the rural areas of many LDCs will be 
worse .... 

More than 1 billion people- about 20 percent of the 
world's population-will not have e nough to eat; and, 
the quantity of food available to the poorest groups of 
people will simply be insufficient to permit children to 
reach normal body weight and intelligence.6 

As Thomas Pickering,· former Assistant Secretary of 
State for Oceans and International Environmental and 
Scientific Affairs, has pointed out, the overall health 
and vitality of the developing world is vital to this 
country's economic and security interests. Not only 
does our industrial base depend on imported raw 
materials over which we have no direct control, but 
the export sector of our economy is increasingly 
important. It behooves us to take note of the trends 
that could leave much of the world even more impov
erished in the years ahead. As Pickering said, "Impov
erished nations do not make good customers.117 

The realization by Northern nations that sound 
growth of the countries "in the process of develop
ment'' was in their mutual interest was one of the 
reasons that the United States and other countries of 
the industrialized North formed the Organization for 
Economic Cooperation and Development in Decem
ber, 1960. As stated in Article I of the OECD charter, 
its objectives include: "Achievement of the highest 
and soundest possible growth in the economies of the 
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member countries and also of non-member states in 
the process of development, expansion of employ
ment, ra ising of living standards, maintenance of 
financial stability, growth of the world economy, 
extension of world trade on a multilateral and non
discriminatory basis in accordance with internation
al obligations."s 

Trade and economic cooperation are key elements 
both in strengthening a weakened United States econ
omic position and in contributing to the development 
of Third World nations. Aid, both bilateral and multi
lateral, is another important aspect of the development 
process, and should continue to be a significant factor 
in American foreign policy. Indeed, if we seek to 
maintain a world leadership role, such an aid program 
is vital. Recognizing the political and financial limi
tations that are likely to govern our aid efforts neces
sitates a very prudent allocation of our resources for 
both economic and military assistance, however. 

More than a decade ago, the United Nations estab
lished a target of 0.7 percent of the gross national 
product (GNP) of developed countries to be allocated 
for official development assistance (ODA) to the Third 
World. However, the domestic political environments 
of many Northern nations have not been supportive 
of large fo reign aid programs, particularly when their 
own economies have been in difficulty. The United 
States gave 0.6 percent of its GNP to ODA in 1963; by 
1979 the figure had fallen to 0.2 percent. (There is 
some question about how appropriate GNP is as a 
base for measuring the size of aid programs. In any 
case the U.S. remains the biggest single contributor of 
foreign aid in overall terms.) The Independent Com
mission on International Development Issues !Brandt 
Commission) has proposed a target of l percent of 
GNP for ODA from the industrialized countries by 
the end of the century. The existing political and 
economic climate offers little hope that such a goal 
might be reached, unless there is a significant change 
in attitudes and an increasing recognition that it is in 
the best interest of industrialized nations to make a 
larger commitment to promoting development. 

The late Barbara Ward, an authority on develop
ment issues, acknowledged the concern of the North
ern nat ions with their own economic crisis. However, 
she contended that increasing the wealth, stability, and 
opportunity of the Southern countries, where only a 
relatively small portion of the population enters fully 
into the monetary economy, "will increase their scale · 
as markets and hence their stimulus to Northern 
expansion and employment.119 Ward pointed out that 
the boom of the 1950s and 1960s would have been 
inconceivable without the launching pad of the Mar
shall Plan, "which in giving away for over five years a 



U.S. Policy and the Third World 

goodly two percent of a much poorer America's GNP, 
ensured its own prosperity, along with that of its 
neighbors in the North."10 She noted that the compas
sion of the American people also played an important 
part in motivating the Marshall Plan. What is needed, 
according to Ward, is "to bring the mutual interests 
and the moral impulse together."11 

While some areas of common interest in the North 
can be identified because of varying cultural, histori
cal, and geographical relationships, the individual in
dustrialized nations also have widely differing interests 
and approaches to the Third World. Due to its colonial 
past, fo r instance, France has on several occasions 
sent troops to its former colonies- most recently to 
the Central African Republic to protect its interests 
after Libya had established a military presence in 
Chad and announced a possible merger of the two 
countries. Japan, on the other hand, protects its eco
nomic interests by maintaining a close relationship 
between the Japanese government and Japanese busi
ness interests and encouraging commerce with the 
Third World. In the area of aid, the Scandinavian 
countries have exceeded the U.N. target of0.7 percent 
of G NP for ODA, which is in sharp contrast to the 
majorit y of OECD countries. 

T here are also varying approaches to the issue of 
trade among Northern nations. The GA TT has been 
cited as an agreement on which Northern nations 
focus their common interest of free trade. But the 
invocation of Article 19, the "safeguard clause," by 
various industrialized nations illustrates the differ
ing interests of Northern nations. Some developed 
nations have used the spirit of Article 19 as well as 
other non tariff barriers to protect domestic industries 
from Third World competition. Because the industries 
that are vulnerable vary with the industrialized na
tions, these protectionist measures demonstrate the 
underlying differences of interest in the North. 

The effects of these different Northern approaches 
to the Third World are varied, but two general conse
quences that have a bearing on the political environ
ment are discernible. First, the protectionist instru
ments have an obvious negative effect on Third World 
industry. Not only do companies lose revenue because 
of such measures as tariffs and quotas, but prospective 
investors are often confused by the possible effects of 
protectionism and hence are hesitant to invest in 
Third World countries. 

The lack of Northern unity in dealing with the 
Third World has had another, somewhat less distinct 
effect on the South. In the past two decades, as the 
South has attempted to carry on bloc negotiations 
with the North, it has used its own Group of 77 as the 
unifying force to take part in th ose negotiat ions. 
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T here is no parallel organization to represent the 
Nort h. As a result, there is no platform agreed upon by 
the North, but rather a variety of approaches by 
Northern countries toward the South. This multiplic
ity has contributed to the breakdown of broad North
South negotiat ions, leaving the emphasis on bilateral 
and regional agreements and mutual understandings. 
To some extent this has probably worked to the 
advantage of the North, at least on a short-term basis. 

Clearly, the domestic economic problems that con
front many Northern countries have a great effect on 
their relations with the Third World. Whereas the 
early to mid-l 960s were marked by relat ively high aid 
levels to the Third World and a general feeling of 
optimism about tackling the problems of develop
ment, the present economic condition and political 
atmosphere in the North has contributed to low 
levels of aid, proportionately, and an increase in pro
tect ionist tendencies. Despite the common interest 
that the North demonstrates in tackling the problems 
of Third World development, there currentl y is not 
agreement on a collaborative approach among North
ern nations. Bilateral and regional approaches will 
undoubtedly continue, and these can be mutually 
beneficial. These bilateral and regional effo rts should 
and no doubt will, constitute a major part of U.S. 
international re lations in the coming years. However, 
the United States and other Northern nations should 
recognize that broader, multilateral efforts can, in 
many cases, serve their interests as well. 

As the report of the Commission for a National 
Agenda for the Eighties concludes, "The central point 
is that a North-South agenda of authent ic common 
interest exists but has not yet been articulated. T he 
United States, as the largest of the developed indus
trial societies, has an interest in identifying this 
agenda and helping to organize work around it. But it 
can only move forward successfully if the advanced 
industrial countries, as well as the developing regions, 
agree to work in concert."12 

U.S.-Third World Relations and 
the North-South 

A variety of factors- economic, political, cultural
affect relat ions between North and South and some
times cause division and conflict. At the base of this 
conflict are the economic issues. Certain trade condi
tions and economic relations are most often at the 
center of complaints from the Th ird World countries. 
The South is grudgingly dependent on the North for 
technology and capita l necessary for further develop
ment. The LDCs want to be more independent of the 
North's control but, at the same time, want more help 



from the North to aid their development. Some of the 
South's leaders suggest that the North intentionally 
inhibits the South's growth in order to protect the 
North's prosperity and/or keep the South in an inferior 
position. 

One of the ties that binds many of the Southern 
countries together is their common colonial experi
ence. (Herc again there are differences within the 
Third World. Latin American countries, in particular, 
had experiences which differed from other Third 
World countries.) The United States, although not a 
colonial power, is nonetheless identified with colonial
ism by many Third World countries. This stems from 
the close U.S. relationship with most of the colonial 
powers as well as the economic, cultural, and military 
dominance exercised by the United States in recent 
decades. 

The relatively high degree of solidarity exhibited 
by Third World countries in global negotiations and 
international fora is spurred by the awareness of 
dependence on the North and the desire to exercise 
greater control over their resources and destinies. In 
some respects, it is nationalism gone international. 
T he International Law of the Sea negotiations provide 
an example of the South's attitude. The countries of 
the South insist on playing a full role in decisions 
relating to the mining of the ocean floor and develop
ing oceanic resources, and in having access to the 
necessary technology and capital, and a fair share of 
control and benefits. 

Some in the North argue that the North is not 
responsible for the South's poverty and that the South 
must make more of a concerted effort to help itself. 
Others advocate a policy of concentrating available 
resources on those LDCs that are most likely to 
benefit from fore ign assistance. But, for example, with 
this policy such a country as Bangladesh, in dire 
economic straits, would not be considered a good risk 
and would be left without assistance. Others in the 
North favor a noninterventionist approach, arguing 
that economic aid only perpetuates ruling structures 
which are often unjust and that assist~mce never 
really reaches the needy. 

The South wants more aid, and many in the South 
believe it should be more "automatic" and be accepted 
as an international obligation. Mahbub ul Haq, direc
tor of policy planning for the World Bank, draws a 
distinction between automatic mobilization of inter
national resourc:;es and automatic transfer of resources. 
As ul Haq states, "Once resources are raised auto-
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matically, they need to be channeled through inter· 
national institutions to needy countries according to 
certain performance criteria."13 We have already noted 
the constraints and doubts affecting aid from the 
North. The South also wants power, particularly 
through so-called structural reform which would give 
the South a greater voice and a larger role in interna
tional decisionmaking. 

The South calls for "nondiscrimination in economic 
interaction. For example, the South claims that GA TT 
negotiations favor the stronger economies of the 
North. In fact, in some respects t he South is seeking 
discrimination in its favor on the grounds that equal· 
ity of treatment is only for equals. The South would 
like the price of its commodities and primary products 
supported by buffer stocks or arbitrary price levels. 
Instead of having the price of these goods vary with 
the demand in the marketplace, developing countries 
want guaranteed prices. Southern economies are par· 
ticularly vulnerable to commodity price fluctuation. 
T he South argues for what ul Haq refers to as "an 
internationally accepted floor below absolute paver· 
ty all over the globe" and an agreed system of interna· 
tional food security.14 

We will be examining some of these issues in more 
detail in subsequent chapters. However, it should be 
clear from this discussion of the international agenda 
and the current economic and political environment 
that the nations of the world are confronted with a 
challenging and complex set of concerns. And, al
though all the answers and appropriate approaches 
may not be found at the global level, they are global 
concerns, involving both North and South, underlin
ing the interdependency we have emphasized. The 
need to help control world population growth, to 
guard against environmental damage, and to effec
tively manage the world's dwindling natural resources 
are among the stronger reasons for North-South co
operation, along with the important economic inter
relationships we have cited. 

Tensions and disruptions int he international order 
are inevitable when a substantial portion of the world
the "have-nots"-cannot look to discussion, negotia· 
tion, and cooperation as possible means of progress 
toward resolving these problems. It is in the North's 
vital interest to lessen the potential sources of de
stabilization in the world and to work to overcome 
the conditions that are conducive to worldwide in
stability. 
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2 United States Energy Policy and 
the Third World 

The critical point in regard to energy is the same 
one that must be the basis of a broader United States 
approach to the Third World: We must acknowledge 
our dependence on sources within the Third World 
for a substantial portion of our needs. Despite recent 
improvements that have occurred in the recent world 
oil situation, we must proceed with efforts to lessen 
further our dependence on foreign oil. However, un
less we base our policies on the probability of con
tinued high-level dependence for the remainder of 
this century, we risk dire consequences. 

Short-term energy independence could come only 
through a huge project of development of domestic 
energy sources. Professor. W. W. Rostow has outlined 
such an approach, which he says could make the 
United States a net energy exporter by 1990. Among 
the features of this proposal would be radical increases 
in production of synthetic, coal, and nuclear energy, 
made possible through appropriate policy decisions. 
Rostow acknowledges that such decisions would re
quire an effective political coalition and leadership.' 
In addition to an intense effort on the production side, 
such a project would also require stringent and un
precedented conservation measures. Furthermore, 
such an effort would seem to demand a major commit
ment from both the public and private sector, which 
seems unlikely under existi ng circumstances. 

It has been estimated that, even if all the initiatives 
enacted by Congress succeed in meeting their objec
tives, the United States will still import several mil
lion barrels of oil per day at the end of this decade.2 

T he oil industry itself concedes that if the federal 
government adopted all the industry's recommenda
tions, we would still be unable to do more than hold 
domestic oil production constant and cut imports by 
one-half.3 Moreover, even if this did occur, our allies 
in the major industrialized nations would remain 
even more heavily dependent upon the Middle East 
for oil. If a major interruption of supply occurred, the 
impact upon the economics of our allies would, in 
tum, have considerable impact in the United States. 

Therefore, we approach this issue on the assump
tion that a relatively high degree of dependence will 
continue for [at least) the next two decades. We have 
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considered steps that would be appropriate for the 
U.S. to take within this context. We have focused 
more on the foreign policy aspects-particularly in 
terms of relations with the Third World-than on the 
specifics of domestic energy policy. However, it is the 
energy issue, probably more than any other single 
development, that has so vividly demonstrated the 
growing relationship between U.S. domestic and for
eign policy. Undeniably, our energy problem has many 
international aspects. And the energy issue has major 
impact on world politics, international economics, 
and on national development strategies. 

A high degree of independence is a goal many 
Americans would like to see achieved, but, in the 
meantime, it is important for the United States to 
operate effectively in an interdependent world and to 
reduce our vulnerability. We must diversify our 
sources of imported oil, while at the same time seeking 
to reduce the total amount of imports. 

Oil as a Weapon 
Obviously, any consideration of the interrelation

ship between energy and foreign policy begins with 
the role of the Organization of Petroleum-Exporting 
Countries [OPEC) and, more particularly, the volatile 
Middle East region. All thirteen members of OPEC fall 
within the broad category of Third World nations, 
even though they differ drastically from the poorer 
Third World countries. Some of the smaller OPEC 
countries have per capita incomes that rank among 
the world's highest. (The OPEC member countries are 
Algeria, Ecuador, Cabon, Indonesia, Iran, Iraq, Kuwait, 
Libya, Nigeria, Qatar, Saudi Arabia, the United Arab 
Emirates, and Venezuela.) 

There has been increasing disarray within OPEC in 
recent months, but there is no denying that the 
organization has had an extraordinary impact. These 
oil-rich nations found themselves with incredible · 
wealth as the world shifted to an oi l-based economy 
in the years after World War H. Through OPEC, they 
reclaimed their resources from the Western oil com
panies and began imposing their own pricing policy. 
The subsequent impact on the world economic order 
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h;1s been com pared to t h;tt of the two world wars.' 
Oil was no longer merel y an economic commodity 

but a source of political leverage in the hands of the 
major oil -producing n;1tions . Almost all the OPEC 
countries, particularly those in the Middle List, have 
used oil <It some point to pursue nonl·co1rnmic objec
tives. 

A 1980 Sen<tte committee study stated: 

Oil has heen used to induce the United States, France, 
Germany, Italy, Japan, and Brazil to trade advanced 
weapon systems and certain technologies which have 
military applications to the Middle East. Oil has been 
used to obtain economic concessions ... Oil has been 
used to influence the foreign policies of the indus· 
trialized and Third World nations, particularly their 
policies on the Arab/Israeli dispute and the Egyptian/ 
Israeli peace process. And oil is being used to influence 
what otherwise would be considered internal, national 
policies, such as the decision of the U.S. Government 
whether to fill its strategic Petroleum Reserve." 

Nearly 40 percent of the total oil utilized in the free 
world economy today comes from the volatile Persian 
Gulf region. The supply of oil from the Gulf areas is 
subject to interruption through terrorism, accident, 
warfare, or a variety of politically motivated factors. 

The dual problems of high, uncertain prices, and 
insecure sources are among the most critical factors 
affecting international economic stability. The inter
est of the United States and other consuming nations 
is, of course, to assure a reliable supply of oil at 
tolerable prices. The international dilemma has been 
described as "how to meet the growing energy require
ments without generating undue conflicts of an eco
nomic, political, ecological, or strategic nature. More 
specifically, how to accommodate the seeming irrecon
cilable objectives of energy producers and energy 
consumcrs."6 

The security of energy supplies has been a major 
factor in U.S. defense policy in recent years, receiving 
heightened attention by President Carter in January 
1980, and subsequentl y by the Reagan Administra· 
tion. The United States has strengthened its capabili 
ties and its military presence in the region. But the 
Middle East presents a complicated and shifting mo
saic, which has made any broadly cooperative venture:-. 
difficult. Not only is there continuing division be
tween Israel and Arab countries, but 1980 brought 
war between lr<ltJ and Iran. 

The United States should con tinue its efforts to 
work toward long-term stability in the region, recog
nizing the importance of significant progress toward 
resolving the remaining and admittedly ext remely 
difficult iss ues that divide Israel and man y of the 
Arab countries. Professor J. C. Hurewitz S<lYS th;H 
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wh<H is needed is a transformation of the interna
tional system in the Middle East, looking away from 
the cold war to real, not spurious detente, which has 
never been tried in the Middle East. He suggests that 
neither superpower nor any other outside nation 
should seek its own exclusive preserves. Hurewitz 
comments, "Without such a positive long-term objec
tive we shall all continue as pri sone rs to the conse
quences of our lost opportunities."7 

As for OPEC, its dramatic impact on world eco
nomics and politics has been noted. However, by the 
spring of 1981 there were signs that the power of 
OPEC had leveled off in some respects, in part because 
Western nations, particularly the United States, fi
nally took the oil shortage/oil pricing problems 
seriously after the I 979 doubling of prices. In 1980 
there were significant reductions in U.S. oil consump
t ion !by 8 percent compared to 19791 and major strides 
in reducing import s, which dropped by 20 percent. 
Professor S. Fred Sing~r writes, "Similar trends and 
structural changes in oil use arc evident throughout 
the world, an<l they will accelerate as cheaper energy 
sources- coal, nuclear-replace oil to produce heat 
and steam."x 

Singer has estimated that in the next decade world 
oil consumption will be cut in half. However, even 
assuming that such optimistic forecasts are warranted
and assuming that significant problems with coal, 
and even greater problems with nuclear energy can be 
overcome- there is ample evidence that energy sup
plies will remain precarious, and that energy policy 
must be a compelling concern for this nation. As 
loseph S. Nye, Jr., has pointed out, "Reducing depen
dence on imports is import;111t, but all too often U.S. 
rhetoric and attention have focused on reducing im
ports to the exclusion of other measures. Energy 
security cannot be measured only in terms of imports."9 

Nye notes that the degree of vulnerability depends 
not only on the level of imports but also on the other 
instruments and policies avai lable. Failure to have 
adequate levels of stockpiles and sufficient emergen
cy procedures can leave the U.S. highly vulnerable to 
what remains an extremely unpredictable situation. 
Long lead times are required for significant develop
ment of synthetic, nuclear, and solar programs. And 
while a heavy emphasis should be given to creating 
mid- and long-term energy supply alternatives, our 
concern here is more with the short-term policy re
quirements. 

We have already dealt with the importance of secure 
energy supplies and a stable Middle East. In the 
remainder of this chapter, consideration is given to 
some measures the United States should take to meet 
its energy needs, as well as to deal prudently with 



other nations. A major part of such an effort must be a 
continued h igh priority on energy conservation with
in this country. Notable progress has been made, but 
it is imperative that this trend continue. This includes 
more utilizati on of energy-saving technologies and 
techniques. 

Beyond the need for increased conservation, we 
will focus on: 

- efforts to reduce vulnerability including the 
Strategic Petroleum Reserve (SPR); 

- multilateral energy arrangements; 
- the problems of non-oil-producing Third World 

countries and the need to develop new and re
newable sources of energy; 

- diversification of sources from which the U.S. 
receives oil, and particularly the role of energy 
in U.S.-Mcxican relations. 

Efforts to Reduce Vulnerability 
Recent years have seen both potential and actual 

oil supply di sruptions, ranging in magnitude and 
du rat ion from the 1973 Arab oi l embargo to the loss of 
Iranian oil due to the internal chaos in 1978-79 and 
the Iran-Iraq War in 1980-81. America was abruptly 
shocked by increased energy prices resulting from the 
disruptions and the inescapable recognition of West
ern dependence on unstable foreign sources of oil. 
Yet, as severe as were the effects of the disruptions in 
1973, there was relief in the industrialized economies 
because they had escaped a complete loss of OPEC oi I. 
This gave little comfort to the oil-consuming nations, 
though, as their govcrnmrnts predicted at least two 
more decades of vtdncr;1bility to oil supply disrup
tions. One witness in a recent Congressional hearing 
noted there was almost no chance that the 1980s 
would not see at least a five million barrel per day 
reduction in oil production at some point during the 
dccade. 111 

A natior.'s vulnerability to an oil supply disruption 
is a function of its dependence on nondomestic 
sources of oil. In theory, a nati on could have a high 
dependence on foreign oil but low vulnerability if it 
obtained c1il from a variety of suppliers. Given the 
present st1ucture of OPEC and its domination of the 
international oi l market, such diversification of sup
pliers is virtually impossible in the rea l world, al
though several economists, notably Professor M. A. 
Adelman of the Massachusetts Institute of Technolo
gy, have suggested proposals designed to restructure 
the market and break OPEC's price <liscipline. 11 

Vulnerability in an oil supply interruption may be 
manifested in higher oil prices and resultant macro
economic effects on GNP; a GNP loss of $10-$20 
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billion has been directly ascribed to the 1973-74 Arab 
oil embargo. 12 The Congressional Budget Office !CBOI 
estimates that the loss of oi I from Saudi Arabia alone 
for a year in 1984 would cost the United States $272 
billion. In addition, it may also reflect suscept ibility 
to military or political coercion. Thus the goals of 
preparations to reduce vulnerabi lity to oil disruption 
arc threefold: ! l ) to minimize economic losses, !21 to 
protect national security and foreign policy interests, 
and (3 ) to ensure continuation of domestic vital ser
vices to citizens. 

The Strategic Petroleum Reserve 
Preparations to counter the effects of a major oil 

supply disruption followed the 1973 embargo both at 
the international and the national level. This part of 
the report examines domestic preparations for inter
national oil supply emergencies, focusing specifically 
on the Strategic Petroleum Reserve. Preparations in
cluded, in addition to the SPR, emergency s teps to 
reduce demand and increase su pply. 

Since domestic production presently operates at 
near maximum, relatively few fields can even tem
porarily increase production and then only at the 
expense of reducing the life of the reservoir and long
term production. Estimates of the "surge capacity" 
reflect a declining future rate: present estimates of 
320,000 billion barrels a day may be reduced to 130,000 
barrels per day by 1985. 1•1 Studies by the National 
Petroleum Council indicate potential bottlenecks in 
transportation and storage accompanying the surge in 
production.14 Additionally, approximately 400,000 
barrels per day might be available by federal action to 
mandate switches to alternate fucls. 15 Nevertheless, 
since the amounts of addition;ll supply these mea
sures represent fall short of even the least severe 
disruption scenarios of one million barrels per day, 
the bulk of domestic preparedness fo r oil emergencies 
must be borne through an oil reserve system. The oil 
reserve program might function in either the short 
term, for small disruptions to control oil price in
creases, or in larger disruptions to replace lost sup
plies. Whether the reserve is ever activated, it will add 
security- both in the psychological and political 
sense. 

Legislative History 

Public concern, plus the formal commitment of the · 
United States to the International Energy Program 
UEP), created momentum in the Ninety-third Con
gress for an ene rgy storage program. In his 1975 State 
of the Union message, President Gerald Ford recom
mended •• storage progrnm of l billion barrels of oil to 
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meet domestic needs and another 300 million for 
defense needs, and his proposed Energy Independenct 
Act provided for the creation of a petroleum reserve.'<' 
As an alternative to the presidential propos~1l, the 
Senate and Houst: passed sepa ratt: bills requiring or 
authorizing creation of a strategic storage reserve 
enacted as part of the Energy Policy and Conservation 
Act (EPCA).'7 

The report from the House Interstate and Foreign 
Commerce Committee reveals the high priority placed 
on the strategic reserve as a deterrent to the use of 
foreign oil supplies for short-term political objectives. 18 

The SPR was seen as a more desirable safegua rd 
against oil di sruptions t han oil import controls or 
shut-in production capacity, especiall y si nce the latter 
would be more costly in terms of national dependence 
on imported oiJ.19 

As finall y enacted, the Energy Policy and Conser
vati on Act of 1975, P.L. 94-163, had a broad scope and 
establ ished the I million barrel limit for the strategic 
reserve with the three-year Early Storage Program goal 
of 150 million barrels by December 22, 1978. It also 
allowed the establishment of a Regiona l Petroleum 
Reserve (RPR) easily accessible to every Federal Energy 
Administration (FEA) regi on importing more than 20 
percent of its fuel oi l needs. The act's expiration date 
was set to be June 30, 1985. 

The FEA submitted to Congress on December 14, 
1976-days before the one-year deadlint:- the Stra
tegic Petroleum Reserve Plan, also known as Amend
ment No. I, which detailed the implementation sched
ule for tht: reserVl'. On May 26, 1977, The FEA trans
mitted to Congress Amendment No. 2, to accelerate 
t he plan's deve lopment schedule. (The EPCA provided 
thnt such nmendments to the SPR plan would become 
effective unless act ion was rnkcn by Congress within 
fifteen days of continuous session.) The second :imend
ment, which became effective June 20, 1977, est;1b
li shed t:irgets of 2SO,OOO million barrels of storage by 
the end of 1978 ;tnd SOO million barrels by the end of 
1980, rather than the origin;ll targets of 150 million 
barrels in 1978 ;tnd SOO mi llion by the end of 1982 .. ·n 

Authorit y for tht.• <ldministra tion of the re~erve 
program was transferred to the Secretary of Energy in 
November 1978, in a provision of the National Energy 
Polic y Conservation Act, P.L. 95-619.21 The Executive 
Branch had transmitted to Congress an amendme nt of 
April 4, 1978, proposing an expansion of the reserve to 
1 billion barrels, in accordance with President Carter's 
recommendation .22 

Implementation of the SPR Program 

A conserva ti ve est imate of U.S. oil needs demon
strates the potential importance of the Strategic Petro· 
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!cum Reserve: American demand for crude is approxi · 
mately seventeen million ba rrels of oil per day, and is 
expected to remain so at leas t until 1985, and domes
tic production is approximately ten mi ll ion barrels 
per day (also with little indication of an increase in 
the near future); it follows that at least seven million 
barrels per day must be imported.2,1 Department of 
Energy scenarios reflect the concern that even a rela
tively minor disruption of between one to two million 
barrels per day could have far-reaching effects for an 
unprepared America. Although it is unlikely that any 
preparation could coun ter a total loss of Arab
produced oil, it is also clear that an unprepared coun
try could be more severely hurt than a prepared one. 

The question is not how large a reserve will be needed 
!most authorities agree that a 750 million to I bi llion 
barrel goa l is both feasible and sufficient ), but rather 
how to most efficiently fil l the reserve. The SPR has 
consistently fallen short of capaci ty and fill -rate ob· 
jectives, although it has apparent ly enjoyed broad and 
widespread legislative support. There were strong 
indications that the Can er administration fo llowed 
an unofficia l policy of retarding the growth of the 
reserve, both out of sensit ivity tO the effect of large 
SPR purchases on the world oil market and because of 
the administration's concerns about Saudi Arabia, 
which had long opposed the SPR. The Saudis argued 
that they could not be expected to continue high 
production level!> if the United States was bu ilding up 
a large reserve. There were suggestions that the Saudis 
might cut production in retaliation for an aggressive 
reserve program.H 

Despite the legislative mandate for a fill rate of at 
least I 00,000 barrels per day, that minimum was 
rarely exceeded, and although present capacity is 250 
mi ll ion barrels, actual storage in early 1981 was only 
121.5 million barrels, an amount equal to 18 days' 
wo rth of oil impons.2"This level wou ld not allow the 
SPR to perform it s full role in the event of a supply 
emergency, s ince it is below the 300 million barrels 
held in reserve for mil itary needs. The Departmen t of 
Energy (OOEI has recognized that, if and when the 
SPR ha:- ac hieved its goals, approximately 250 million 
barrels of storage should be held back as a "last resort" 
reserve, with whatever amount over that level being 
ava ilable for use as a tool to buffer supply disrup· 
ti ons of va rying sizes. Even a reserve of the minimum 
usable size of 250 million barrels would lack the 
effectiveness of a larger reserve; a 750 million barrel 
reserve would al low a 4.:1 million barrel-a-day draw
down rate, large enough to protect against a rather 
severe di srupti on. In any case, the level of the reserve 
has been below that of the "cushion level" 1250 million 
barrels). 



Pressure to retard the growth of the reserve out of 
fear of inducing market instability or Arab produc
tion cutbacks and pressure to fill the reserve as quick
ly as possible in order to reduce national vulnerabil
ity to an oil supply interruption have sparked intense 
debate over the Strategic Petroleum Reserve. Much of 
the debate centers on various methods to acquire oil 
to fill the reserve. Some Republican senators, such as 
Senators Pete Domenici and James McClure, began to 
talk of "new" ways to encourage oi l storage, such as 
credits under the windfall profits tax foroil producers 
willing to add domestic production to the SPR; allow
ing oil companies to store oil in the SPR in return for a 
payment of a "holding fee" to the government and the 
firm's right to draw down their own supplies in the 
event of a shortage; or an industrial reserve program 
aided by federal incentives. 

President Reagan faced a highly uncertain SPR pro
gram when he took office. On one hand, President 
Carter left him with a budget calling for an increased 
fill rate; on the other hand, strong voices in the 
Congress were pushing for changes in the methods of 
oil acquisition. Looming ahead were his plans for 
decontrol of oil prices and the end of the entitlements 
programs, measures that would surely affect oil acqui
s it ion for the SPR. 

In February 1981, DOE officials departed from pre
vious acquisition methods by agreeing to buy oil on 
the open market to supplement the Elk Hills ex
change oil; the open market oil, though more costly, 
would add about 8.6 million barrels of oil to the 
reserve, at an increase to the fill rate of 20,000 barrels 
per day.26 The government announced that contract 
awards and bid solicitations were to become weekly 
events, and Secretary of Energy James Edwards noted 
that "it is essential to the United States and the 
security of even the M iddle East that we have a 
strategic reserve."27 

As a further indication of its apparent commitment 
to the SPR, the Reagan administration energy budget 
sent to Congress retained the $3.5 billion SPR budget 
proposed by Carter. DOE officials reiterated the com
mitment to reach the 750-million-barrel goal by 1989, 
at a predicted cost of $41.7 billion for the next eight 

. years.28 

It soon became clear that some of the administra
tion's push was needed in Congress, particularly 
among those who favored greater cuts in government 
expenditures, even for programs favored by the Re
publican administration. In the House, Representative 
Phil Gramm proposed revamping the SPR program to 
finance it through the issuance of government-backed 
securities or "oil bonds." This plari was favored by 
director of the Office of Management and Budget 
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(OMB), David Stockman, who worked on the proposal 
when still a member of Congress.29 Other proposals 
followed, including one by Senator Nancy Kassebaum 
that would require importers of crude oil to provide 
the equivalent of five days of their import volumes, a 
plan which would add 25 billion barrels per year at a 
savings to the government of $1 billion.JO The savings, 
as a CBO study points out, would on ly be shifted to 
the consumers of imported oil in the form of higher 
prices.·1 1 

The Senate took to the task of reevaluating theSPR 
budget even more critically. The Senate Budget Com
mittee cut $3 billion in Reagan's fiscal year 1982 
budget for the SPR, and the full Senate rejected two 
floor amendments that would have restored the funds. 

However uncertain the financing of the SPR appears 
now, there are still some hopeful forecasts for the 
SPR's future. For example, as Senator Bill Bradley 
noted after a visit to the Middle East, the Arab oil 
producers have long opposed any form of government 
stockpiling: they threaten production cuts because 
they contend that stockpiles create uncertainty in 
the world oil market and prevent OPEC price unity:12 

Recently, however, the Arab stand seems to be soften
ing. Sheik Ahmed Yamani, Saudi oil minister, said 
that if the Western nations would cooperate by reduc
ing their demand for oil, then after the Saudis achieve 
within OPEC their goal of a unification on the price of 
oi l, the United States is free to do what it wants. His 
assertion was taken by some American officials to 
mean that the Saudis may have dropped their long
standing objection to a strategic reserve.-1.1 

It is perhaps ironic that a program designed in part 
to help the United States deal with the uncertainty of 
future international oil supplies should itself have 
such an uncertain future. The only certainty about 
the SPR presently is the continuing real need for it. 
Recommendations for the SPR and for the encourage
ment of private stocks are limited by the uncertain ty 
of the political commitment of the major actors in the 
policy process. As noted earlier, until the reserve 
reaches an effective level from which it may be used 
to counter supply interrupt ions - a level which it has 
not yet reached - its value, either as a deterrent to the 
supply disruption or as a substitute source of oil 
during a dis ruption, is negligible. In short, the secur
ity represented by the reserve rests in part on the 
certainty that its stored oil is sufficient to meet the 
nation's demand in an oil shortage; without that cer- · 
tainty, there will not be security. Without that secur
ity, the U .S. international position is much weaker 
even during a period of a relatively plentiful interna
tional oil supply. 
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The International Reaction 

Introduction 

The Unttcd States continues tls the world's ltlrgL'st 
energy consumer. The United States has been con
suming on an annual b;1sis an amount of oi l rough ly 
cquivalcnt to the total consumption of Western Eur
ope, Canada, and Japtln. And, as noted, thc U.S. has 
been dependent on im portcd oi I for up to 4S percent of 
our rn:cds (a lthough both consumption and import 
totals arc now declining). However, porentitll energy 
security problems Mc much greater for thc Europeans 
and Japanese. Europc must import 85 pcrccnt of its oil 
needs and Japan is almost totally dependent on im
port cd oi I. If a major interrupt ion of oi I supplies 
occurrcd, the imp;1ct on the economics of our allies 
wou ld in turn havc consi<lcrablc impact on the Unitcd 
States. 

Earlier, we noted that oil -producing nations htlve 
g;1incd political lcvcrtlgc because of their control of 
this critical n:sourcc. This may havc been a factor in 
thc shifting Middle East policies of some Europcan 
nations. There is SJK'Ctdation that anothcr oil short
age could panic Western alliance partners into mak
ing their own dcab with the oil-producing nations, 
offering political and economic concessions that 
would have IK·cn unthinbblc before 1973. Thus, the 
United St;ltL'S finds it!>clf in ;1 troublesome position as 
it ;lttempt!> to deal not only with the terms of it!> own 
energy lkpcndcncL· but with thc dependcnce of its 
allics on thL· same -.oun:es of oil. Morcovcr, the Clllll· 

petition ;1111ong thc WL'!>tcrn nations for se;m:e oil 
complicates unilatL·ral efforts. 

It should be noted that the "Western Alliance" is 
truly littl e more than a collection of nations tied 
together by a commonality of interests as are the 
Third World and the communist nations. The multi
lateral institutions, such as NATO and the OECD, 
reflect certain common interests. But history has 
seen instances where a nation, believing its own 
interests have diverged from those of the group, may 
even work against the common interest. France did 
this under De Gaulle, who pulled his nation out of the 
NA TO alliance. It should be evident that perceptions 
of interests can change under pressure. 

Nevertheless, the mere fact that the problem of 
petroleum dependency is an international one sug
gests seeking a solution through international agree
ment. It was in this context in 1974 that the Agree
ment on the International Energy Program was devel
oped and the International Energy Agency (IEAI 
created to adm in ister the agreement. The agreement 
attempts to creat e the cohesion needed to coordinate 
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a multilateral response to oil shortages, while still 
meeting the needs of the individual member nations. 

United States Participation 
in the IEA 

An Agreement on an International Energy Program 
was developed and entered into force provisionally in 
Paris on November 18, 1974, by the governments of 
Austria, Belgium, Canada, Denmark, Germany, Ire
land, Italy, Japan, Luxembourg, the Netherlands, Spain, 
Sweden, Switzerland, Turkey, the United Kingdom, 
and the United States.34 The agreement was an inter
national reaction to the problems the Western nations 
faced resulting from the 1973 oil embargo and was 
accompanied by similar legislative actions in almost 
all the member countries of the agreement. The pur
pose of the agreement, which set up the International 
Energy Agency, was to decrease the vulnerability of 
the member nations to supply disruptions through a 
program of sharing supplies in the event of another 
disruption. The agreement was largely developed 
within the framework of the OECD; France, Finland, 
and Iceland are the only OECD members that were 
not signatories. 

The agreement had several methods to lessen col
lective vulnerability to supply disruptions: it called 
for "emergency self-sufficiency" of the member na
tions by maintaining reserves equal to the amount of 
sixty days (soon raised to ninety days) worth of oil 
consumption without imports.35 The goal was to be 
achieved through oi l stocks, fuel switching capacity, 
or standby production capability.36 The agreement 
also required member nations to restrain demand 
through a program of oil restraint measures enabling 
the consumption to be reduced by at least 7 percent.37 

The agreement included guidelines for an oil alloca
tion system in which each member would have allo
cation rights (equal to its permissible consumption 
less its emergency reserve requirements and domes
tic production) activated when oil supplies drop by 
more than 7 percent. Voting rights in the IEA were 
weighted: each nation received a base of three votes 
plus votes based on oil consumption, thus allowing 
the United States about a third of the total votes and 
more than three times as many as the next strongest 
voter (J apan ).JR The agreement entered into definite 
force January 19, 1976, after a majority of the signa
tories had ratified the trea ty. 

Since the IEP agreement was signed, the emergency 
system has never been activated. In two instances, 
individual countries (Sweden and Italy) did request 
emergency sharing for selective problems they were 
experiencing, but the IEA did not agree that the short-



fall in either case warranted activation of the sharing 
procedures.39 Perhaps the only scenario worse than 
not having an organization like the IEA to deal with 
emergencies is to have an organization in which na
tions will form their domestic policies on the expec
tation that the organization will function smoothly 
in an emergency only to find out that indeed it cannot. 
Reevaluation of both the IEA and the U.S. role in the 
IEA is perhaps justified in this regard, with faith in the 
old adage that "it is better to be safe than sorry." 

The most common criticisms of the IEA center on 
accusation that the agency is incapable of handling 
future energy emergencies. Few doubt the need for a 
central, international organization to coordinate emer
gency preparedness, but critics focus on flaws in the 
structure and plan of the IEA itself. Having been 
established in reaction to the 1973 oil embargo, IEA 
reflects the structure of the oil market and experiences 
of governments at that time. Some of its features are 
now seen as obsolete; for example, a recent National 
Petroleum Council report notes that the trigger mech
anism was designed for an environment in which oil 
demands and imports were growing. When demand is 
growing, a 7 percent reduction from historical levels 
reflects a real shortfall in excess of 7 percent; however, 
when demand is falling, as it is at present, the sig
nificance of the 7 percent shortfall is diminished.40 

There is growing doubt over the member nations' 
commitment to IEA obligations, especially with in
creased talk of bilateral contracts between European 
nations and Arab producer states. As a shortage grows 
more severe, the rewards for making such a deal 
become more and more attractive. The IEA, lacking 
the power to enforce compliance, is only as strong as 
the political commitments of its members. There is 
doubt whether Congress would allow the export of 
U.S. oil supplies which, while legal to implement the 
IEA agreement, is otherwise precluded by law.41 

The Reagan Administration and some key figures 
in Congress are also reevaluating U.S. policy in IEA. 
An Economic Regulatory Administration (ERA) staff 
report this year concluded that "the IEA oil-sharing 
system would not function effectively" in a real emer
gency.42 

Members of the Senate have also questioned the 
IEA's effectiveness; for example, Senator Bill Bradley 
argued that the IEA's regulatory approach to alloca
tion accomplished nothing that free-market mecha
nisms would not also have accomplished.43 Senator 
Charles Percy urged the Reagan Administration to 
make a strong statement on the lack of emergency 
preparedness in both the DOE and the IEAand to devel
op an emergency plan.44 Senator Bradley has noted the 
lack of IEA impact in controlling the panic run-up in 
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oil prices when the Iran-Iraq war broke out in 1980 
and has recommended new emergency procedures. 

The Jack of cohesion has troubled the IEA from its 
beginning and frustrated its attempts to develop a 
unified strategy to deal with oil shortages. It is hard to 
determine whether the current debate is a symptom 
of that lack of cohesion or a reaction to the lack of 
unity and consensus within the IEA. Perhaps the 
issue is moot, in the sense that the end result- the 
lack of an effect ive body to deal with international 
energy shortages- will be the same. 

Responding to Congressional complaints, the Rea
gan Administration has been reviewing the nation's 
emergency preparedness for another oil crisis and is 
expected to urge heavy reliance on the marketplace 
rather than on federal regulations. A recent National 
Petroleum Council study recommended such an ap
proach. Exxon Chairman Clihon Garvin, who headed 
the council, charged that the IEA sharing mechanism 
would not work. Energy Secretary James Edwards told 
a Congressional subcommittee, "Just about everybody 
agrees that if we hadn't had government regulations 
and price controls, we wouldn't have had those long 
gas 1 in es two years ago."4s 

Reliance on the free market, however, can cause 
higher prices and a destabilization of reiations among 
the oil-importing nations. Without a better distribu
tion mechanism, oil shortfalls affect different nations 
unequally. Deane Hinton, former Assistant Secretary 
of State for Economic and Business Affairs, has pointed 
out, "The current shortfall is not distributed evenly 
among countries and companies. The United States 
lost a very small percentage of its oil. Some IEA 
members- Italy and Japan- lost 15 percent and 8 
percent respectively, while others - Turkey and Por
tugal- were hit more severely. France lost 30 percent 
and Brazil and India have been cut by more than 40 
percent each."46 

Put in such a position of uncertain oil supplies, 
countries often resort to the spot market. When this 
was the case in 1979, oil prices rose dramatically. This 
rapid rise in prices slowed economic growth globally 
and contributed to the recession in the United States. 
Equally as important, a great strain was put on inter
national relations among industrialized nations. In 
order to avoid such a price rise and the dangers of 
these international tensions, a cooperative multilat
eral approach seems desirable. New and creative ideas 
are needed in the efforts to make the world less . 
vulnerable to disruptions in oil supplies. During a time 
of relatively plentiful supply there is a tendency to 
forget this potential vulnerability. 

We have pointed out some of the shortcomings of 
the IEA and raised questions about its ability to 
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function successfully. However, this docs not lessen 
the need for international cooperation in this area. The 
IEA is a possible forum for cooperation not only with 
other industrialized nations but also with OPEC and 
Third World countries. In any case, the United States 
should make certain that our procedures and mech
anisms to deal with uncertainties in energy supplies 
are firmly established. 

Oil and the Third Wor Id 
We have discussed the inevitable increase in energy 

demand by the Third World if there is going to be an 
acceleration of development. However, it should be 
pointed out that the average inhabitant of the United 
States currently consumes 17.2 times more l'nergy 
than citizens of Third World countries - 28.7 times 
more than Africans. (Sec Ener.~y in r he /)evelopins. 
World: The Real Ener.~y Crisis, edited by Y~1c);1v Smil 
and William E. Knowland !Oxford University Press, 
1981 l.J 

Raul Prebisch, one of the foremost spokesmen for 
the Third World, has described the situation of the 
Third World this way: 

The non-petroleum-exporting peripheral countries 
arc severel y affected hy the rise in oil prices as well as 
by the inflationary increase in the prices of their im· 
ports from the centres. 

It would be difficult for them to recoup themselves 
for this deterioration in their terms of trade by raising 
the prices of their exports, subject as these arc to a 
relatively low income-elasticity of demand at the in· 
ternational level. 

Accordingly, the periphery will have to step up its 
effort in the field of exports of manufactures, where it 
has acquired well-attested abi lity. But it would be idle 
to hope that this would suffice to counteract the re· 
surgence of the trend toward external disequilibrium, 
now aggravated by the fall in thc growth rate of the 
centres and the recrudcscence of protectionism on 
their part . ... 

Rut all this takcs time, and in the meanwhile the 
external imbalance will . . . have to be faced. Clearly, 
cont inued n:course to borrowing in the Eurocurrency 
market is not che best solution; but there is no other, as 
long as th e petroleum-exporting countries fail to adopt 
compensatory measures in favo r of the countrics hard
est hit by the high oi l prices- a step that has long been 
canvassed. In reality, the proportion of petrolcum con· 
sumed by these countries is not very large, albeit that 
would not excuse them, if compensatory arrnngements 
were to be introduced, from adopting stringent ene rgy. 
saving measures. 

The adverse implications of all this fort he periphery 
cannot be cx:1ggerated. Its rate of development has 
decli ned, :lit hough less than it would have done with
out borrowing. The days of prosperity when the annual 

growth race avcraged more than 7% have come to an 
cnd.4

' 

One proposal that deserves more serious considera
tion is for the creation of an energy affiliate of the 
World Bank to handle soft loans for energy develop
ment. The Reagan Administration has thus far with· 
hdd support of the energy affiliate, although many
including OPEC, the Europeans, Canada, and some 
major oil companies-have expressed support. 

A Reagan Administrati on official said, "We are 
examining whether proposals such as increasing the 
already large World Bank energy development pro· 
gram make sense."48 The Administration's general 
position has been that it wou ld be unnecessary, costly, 
and duplicative of private efforts. 

It is our conviction that through bilateral assistance 
and through multilateral channels, such as the World 
Bank, the United States should support development 
of both conventional and alternative/ renewable ener· 
gy sources in the Third World. In the context of 
broader energy and security interests, steps that help 
the oil-importing Third World countries will also 
help the United States.49 

The decline in world oi l production, coupled with 
the growing energy demands required to meet goals of 
economic and social development, could lead to much 
additional stress-not on ly in U.S. relations with the 
Third World but also in U.S. relations with other 
industrialized nations. Increased cooperation will be 
not only desirable but quite necessary. 

It is difficult to assess future oil demand, in part 
because of the uncertainty of the effect of conserva
tion measures. Nevertheless, taking into account the 
progress made in energy conservation, the Interna· 
tional Energy Agency has estimated that oil demand 
!excluding communist countries! will increase at an 
annual rate of 2.4 percent over the period 1978-85, and 
2.1 percent over the period 1985-90 . .so Thus, as can be 
seen in Table I, we are confronted with the likelihood 
of a shortfall in oil supplies. 

It is particularly important to look at the growing 
Third World demand. According to the same IEA 
estimates, U.S. demand is expected to increase at an 
annual rate of 1.5 percent during 1978-85, 0.8 percent 
during 1985-90, whereas Third World demand is ex· 
pected to rise at an annual rate of 6.2 percent in the 
I 980s." 

Most of this increased demand will be on the part of 
the eigh t non-oil-rich countries with the largest econ
omics (Brazi l, South Korea, Turkey, Taiwan, India, 
Philippines, Thailand, and Singapore!. Because the 
economies of these nations are still in stages of rapid 
growth, they will lay claim to a larger share of the 
world's oil resources. The increasing mechanization 
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Table 1 

Oil Shortfall Among lEA Countries (MBD) 

1978 1985 1990 

Oil available to IEA countries 23.8 22.4 19.3 

Net oil-import requirements 23.8 26.2 29.9 

Shortfall 0 3.8 8.6 

Source: International Energy Agency, Enery,y Policies and Programmes of /EA Countries: 1979 Reviews (Paris: 
Organization for Economic Cooperation and Development, 19801, p. 15. 

of agriculture, migration to the cities, growth in the 
transportation and industrial sectors, and increased 
electrifi cation in rural and urban areas will require a 
great deal of percentage growth in energy demand. 

The non-OPEC developing nations (NOPECI have 
been seriously affected by the increased oil prices 
since 1973. Largely due to oil price escalation, Third 
World debt has risen dramatica lly during that time. 
At the end of 1979, according to the World Bank, the 
overseas debt of developing countries totaled $376 
billion, up from $142 billion at the end of 197 4. By the 
end of 1980, OECD estimated Third World debt at 
$456 billion. About two-thirds of the loans came from 
private- as opposed to government-sources.s2 Sig
nificantly, however, the NOPEC nations generally 
have not joined the industrialized nations in their 
calls for oil price controls. Instead, the NOPEC coun
tries have pointed to other factors that have also 
hindered their economic development. There has been 
a general worsening of NOPEC terms of trade, caused 
by higher-priced imports from the industrialized coun
t ries, as well as fluctuation in the prices of raw mater
ials, upon which the developing nations depend for 
their foreign exchange earnings. 

There are many reasons why the NOPEC countri es 
have been reluctant to criticize OPEC. First, OPEC has 
been seen as a symbol of growing Third World power 
and influence. Although the NOPEC countries are 
being hurt by the price increases, many of them 
admire the hold OPEC has on the richer nations. Also, 
for many NOPEC nations, the sale of raw materials is 
the only hope for competing in the world economy. 
Since OPEC's success at obtaining good prices for raw 
materials, other developing countries have attempted 
to organize cartels for other raw materials. It would be 
foolish for them to criticize the most successful ex
ample of the kind of organization they may hope to 
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emulate. Also, most exporters of raw materials view 
pricing as the sovereign right of the exporter and 
would therefore hesitate to call for ceilings on prices. 

Perhaps more important than any of these reasons 
is that OPEC has attempted to ease the blow of the 
price increases through aid to the other developing 
nations of the Third World. The OPEC nations pre
sently provide an estimated one-quarter of all aid to 
the developing world. Whereas up to 197 4 OPEC aid 
had been concentrated in the Arab countries, 40 per
cent of all OPEC aid now goes to non-Arab recipients. 
The aid consists of outright grants and soft Joans and 
has been given bilaterally as well as channeled through 
such organizations as the Islamic Bank, the Arab Fund 
for Economic and Social Development, the United 
Nations, the World Bank, and the International Mon
etary Fund. 

In fact, OPEC is planning to increase its aid to Third 
World natio ns. The final report of a two-year study by 
OPECs Ministerial Committee on Long-Term Strategy 
made these recommendations: 

I. The OPEC Special Fund should be transformed 
into a development agency with a "substantial
ly" increased initial authorized capital. The 
agency would undertake to: finance, under fa
vorable terms, economic development projects 
recognized by the recipients as priority projects, 
including the development of their domestic 
renewable and nonrenewable sources of energy; 
finance projects intended to reinforce integra
tion among developing countries in order to · 
promote their collective self-reliance; finance 
projects intended to upgrade the value of raw 
materials produced by developing countries; 
underwrite export credit among developing 
countries, particularly in the area of energy 
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supply; finance commercial operntions hy de
veloping <.:ountries; and underwrite loans floated 
by dL·vdoping countries on world market s. The 
new agency should give priority to 1he least 
developed and most seriously affe<.:ted countries. 
(This re<.:ommendation has alre;1dy been ap
proved and the agency's capital has been in
creased from $2.4 billion to <I tot;tl of $..i billion.1 

2. The oil-importing NOPEC countries should be 
given assurances about the security of their oil 
supplies- at official prices- ;1s a matter of pri
ority over supplies to industrial countri es, and 
OPEC should work out a specifi c mechanism so 
that thi s policy is implemented. 

3. OPEC should assist the oi l-importing NOPEC 
countries in meeting the increased costs of 
their oil imports through a series of loans and 
grants. For this purpose, these countries should 
be grouped into three categories according to 
their income, level of economic development, 
and size of thei r oil imports."·1 

A recommendation of the Brandt Report expresses 
this same emphasis: "Oil-exporting countries, devel
oping and industri;tlized, will assure levels of produc
tion and agree not to reduce supplies arbitrarily or 
suddenly unless the circumstances are beyond their 
control. Special arrangements will ensure that the 
poorer developing countries receivL' the amounts of 
oil they need."~~ 

Because the OPEC countri es have re sisted making 
oil prices a subject of global negotiations, the poten
tial power of the Third World in such negoti ations 
has been limited. Nonetheless, the Secretary-General 
of OPEC, Rene Ortiz, emphasizes that OPEC identifies 
itself with the Third World and points to the recom
mendations for action as well as steps that have 
already been taken to cooperate with developing na
tions. The capital-surplus OPEC nations reportedly 
provided more than 4 percent of their GNP on the 
average during 1974-79 for concessional assistance, 
compared to 0.35 percent by industrialized nations 
in other words, about 12 times as much as developed 
countries even though their per capita income is kss 
th<tn half the developed countries.'' Mexico and Ven
ezuela have cooperated in providing 160 1housand 
barrels of oil a day to the Caribbean and Central 
American countries at concessional rates. 

However, Ortiz is opposed to any policy of subsidiz
ing oil supplies to oil -importing Third World coun
tries faced with acute balance-of-payment problems. 
Ortiz said: 
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It is important to be very specific and very accurate 
when denominating countril:s. We say all oi l-import ing 
developing countries are facing a crit ical situation. 
Our stat istics show that of thl· entire import bill of the 
developing countries, about 70 percent is accounted for 
hy eight countries like India, Brazil, Argentina, and 
Singaporl', which :ire much better off than any of the 
OPEC countries. The remaining 30 percent is in ... 
countril's whose oil imports, in some cases, are less 
than 10,000 barrels a day. Forty-four of the smaller 
countries in the developing world import less than 
10,000 barrels a day. One should not generalize the 
heavy burden that the developing oil-importing coun
tries have to bear due to oi l price adjustments."6 

Ortiz's assert ions are subject to question and there 
can, in any case, be little doubt of the financial crunch 
in which many of the LDCs find themselves as a 
result of ri si ng oil prices and risi ng interest rates on 
money borrowed to help finance development. The 
debt burden of some of the larger Third World coun
tries in an undeniably significant factor in today's 
international picture. 

Unlike the early 1970s, when increased borrowing 
helped to smooth the payments deficits of the devel
oping economics, the burgeoning debt burden of the 
early 1980s has only aggravated them. As Far Eastern 
Economic U.eview reported, "Jn 1980, higher oil prices 
and increased debt-service payments more than wiped 
out the positive impact on the payments balance of 
both the cont inued firm commodity prices and the 
slowing of growth."'' Table 2 indicates how twelve 
major nonoil LDCs are being squeezed by the combi
nat ion of high interest rates and the escalating oil 
price. 

Brazil is an especially significant example. In 1980 
it needed 77 percent of its export earnings to import 
oil and make interest payments on external debt. 
Adding in amortization, a private analyst estimates 
that Brazil's oi l and debt -service costs came to 107 
percent of export earnings. The picture is even gloom
ier when other Brazilian imports arc added on, paid for 
in part by fresh borrowings."~ 

The severe impact of energy prices on the econo
mics of developing countries has been a major hin
<lran<.:e to progress in man y of those countries and a 
primary facto r in international economic stagnation. 
Without international cooperation in thi s area - and 
in view of the increasing population pressures facing 
the Third World- hopes fo r sustained economic de
velopment in these countries could die aborning. 

Of the 133 nations categorized as "developing," 90 
have no oil at all, and another 13 have to rely on 
imports for as much as one-half of their oil needs. If 
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Table 2 

Twelve Ma jor Non-Oil LDCs 

Gross interest Net oil 

(1980. Total external External debt payments imports 

US $ billion) debt* owed to bankst Total % Exportst Amount % Exportst 

Brazil 61.2 46.3 7.0 32 10.0 45 

Argentina 21.4 19.0 2.8 29 0.8 7 

South Korea 27.0 15.7 2.5 11 5.6 25 

Philippines 12.l 8.6 0.9 12 2.6 36 

Chile 10.6 6.8 l.l 18 2.2 36 

Thailand 7.0 5.1 0.6 6 2.7 27 

Taiwan 7.5 5.6 0.8 4 4.5 20 

Colombia 7.4 4.3 0.6 9 0.6 9 

Turkey 19.9 3.7 1.1 21 2.9 55 

Ivory Coast 4.1 3.0 0.4 12 0.3 9 

Bolivia 2.6 1.5 0.2 20 0.0 0 

India 18.5 1.0 0.4 4 6.3 58 

Total 199 121 18.4 14 38.5 30 

• All maturities estimated at year-end. 
t Bank for Internation Settlement data. 
t Exports of goods and services. 

Somce: Morgan Guaranty Trust Co., Far Eastern Economic: Review, March 20, 1981 , p. 47; World Bank; and Wall 
Street /ournal, February 10, 1981 , p. 26. 

many of these nations are to attain the level of eco
nomic growth they hope for, energy consumption will 
probably grow by as much as 300 percent or more. 
Efforts have to proceed on several fronts, but, as 
Wolfgang Sassin, a member of the Energy Systems 
Program at the International Institute for Applied 
Systems Analysis, has stated, "The entire global pro
cess of development may become a race against time."s9 

Sassin stresses the importance of concentrating on 
sustainable energy sources. "There is little doubt that 
the world will soon be inhabited by more people than 
the traditional renewable energy sources can sustain. 
This will be true even if the majority were to forego 
achieving the material well-being the present-day 
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developed countries enjoy. The developed countries 
were forced to give up renewable energy sources for 
fossil fuels on their way to industrialization as their 
energy demand began to exceed the local energy 
supply."60 

Sassin suggests that the "race against time" can only 
be won once the regions disposing of high industrial 
productivity and the regions disposing of limited 
cheap resources ally their different kinds of wealth in 
order to pay the price for building up a basis for sus- . 
tainable energy sources. "It will never be a minimum
cost operation," he comments.6 1 

The transition from renewable energy sources to 
sustainable energy sources is compared by Sassin 
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with a s tep mankind took in the Neolithic period
the trans ition of the food system from hunting and 
gathering to animal husbandry and farming. 'This 
time we have fossi l fuel s to ease the transi tion," 
Sassin points out, "but we have less time than ou r 
ancestors did. The transition to sustainable energy 
sou rces- breeder reactors, direct solar power, and 
fusion power- cannot be put off to an era when the 
globe will have nearl y exhausted its one-time energy 
endowment."~2 

But while we recognize the importance of develop
ing "sus tainable" sources in at least some of the areas 
suggested by Sass in, we believe there is much that can 
be done through the development of alternative/ 
renewable sources of energy, particularly in the Third 
World countries. This is an area with signifi cant 
possibilities for North-South cooperat ion, an area 
where the indus trialized nations can make a positive 
contribution with important long-term benefits for 
both North and South. 

New energy paths have to be found and indigenous 
energy supplies fro m both conventional and noncon
ventional sources must be expanded. According to 
the United Nations, the cont ribution of new and 
renewable sources of energy currently provide about 
IS percent of the world's energy suppl y. In order to 
obtain even the most modest development objectives 
in the next twenty years, this will need to increase to 
at least 25 percent. This need has important implica
tions for the rural sector, where half of the world's 
population lives with littl e or no access to energy 
sources for their welfare and development. Even a 
relatively small per ca pita increment could result in a 
major improvement in quality of life for bil lions of 
people. 

Many of the new and renewable sources are ubiqui 
tous and normall y require little infrastructural in
vestment. Modular technology is as efficient as large
scale applicati on. 

A United Nations Conference on New and Renew
able Sources of Energy (UNCNRSE) has been estab
lished. It will provide a forum for analys is and fo r 
proposals to increase the usage of new and renewable 
sourCL'S and related energy technologies and for re
sponding to the problems related to the escalating 
cos ts of energy and to the fuelwood crisis. The new 
Secretary General of the UNCNRSE, Enrique V. Iglesias, 
said, "It is a challenge to the responsibilities and 
solidarit y of the international community to find a 
way to help developing countries obtain the basic 
energy input:- th ey need to accelerate their economi c 
and socia l development."<"' 
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The United Nations has indentified fourteen new 
and renewable energy sources: solar energy; geother
mal energy; wind power; hydropower; biomass; fuel 
wood and charcoal; soil and tar sands; ocean energy 
(t hermal gradient, wave power, and tidal power); peat; 
and energy from draught animals. We believe that it is 
important fo r the United States to take an active role 
in efforts to help with development of new and renew
able sou rces. Cooperative research and development 
should be undertaken along with practical educa
ti onal and informational programs to heighten aware
ness of potential utilization of new and renewable 
resources.6~ 

Assistance fo r the development of renewable energy 
in the Third World is one form of U.S. aid that should be 
continued, and, if possible, increased. The expansion 
of their capaci ty to utili ze renewables can help LDCs 
to reduce their oil imports, thereby easing pressures 
on world infla tion. Continued assistance in the areas 
of more efficient wood-burn ing stoves and forest man
agement is urge ntly needed, especially in Northern 
Africa, India, and Indonesia. As fuelwood becomes 
increasingly sca rce, kerosene and other petroleum 
products are used, resulting in an increase of oil 
imports. 

Limiting o il imports will help LDCs to move toward 
financial and energy independence and will decrease 
the chances of international cri ses due to dangerously 
high levels of dependence. Thus, it is in the security 
interest of the United States not only to increase our 
ow n e nergy independence but to see greater energy 
independence in other oi l-import ing nations as well. 

Now that Thi rd World countries are demonstrating 
interes t in thi s area, cooperati on in future projects 
can provide a veh icle for improving U.S. relations 
with th e deve loping world. Furthermore, aiming some 
percentage of the renewable energy projects in LDCs 
toward th e niral poor should be an important o bjec
tive in fo reign aid policy. Local energy development 
can help meet basic human needs for food, warmth, 
and lighting. Additional energy will serve to stimu
late loca l industrial developme nt and enrich the in
fo rmal sector of the economy. If the viabili ty of rural 
areas cannot be s trengthened, t hen the migration to 
the cities will continue unabated, adding to the already 
formidable problems plaguing many of the largest 
cities in the Thi rd World. 

The United States has clear i~centives to support 
renewable energy programs. The mcentives, as well as 
technical and human resou rces, enable the United 
States to play a lead mg role m the worldwide effort to 
develop renewable energy technologies for the Third 
World. 



Mexico: A Special Case 

When we consider the geopolitics of energy, the 
highly volatile Middle East immediately comes to 
mind. But, hes ides the Middle East, a number of other 
countries are important energy sources. Among these 
arc Venezuela, Nigeria, and Indonesia. And, closer to 
home, there is Mexico. 

In any comprehensive consideration of U.S. inter
national energy pol icy, Mexico should be given prom
inent attention. However, any analysis of future U.S. 
reliance on Mexican energy supplies must include 
a recognition of the limfrations and constraints
economic and political-likely to govern U.S.-Mexican 
relations. 

There are strong reasons for emphasizing increased 
U.S.-Mexican cooperation and for working toward 
agreements between the two countries on energy and 
other issues. Only ten years ago, Mexico was an oil
importing nation, and the future looked rather dim 
for the Mexican economy. But now Mexico has be
come the world's fifth-largest oil producer, and some 
even foresee the possibility that, if oil discoveries 
continue, Mexico could rival Saudi Arabia in oil re
serves. Estimates of Mexico's proven gas reserves 
were recently doubled as a result of major new finds in 
the northern region, near the U.S. border. 

Mexico's declared policy on oil has been to diversify 
its export markets so that no more than 49 percent is 
sold to the United States and so that no nation will 
depend on Mexico for more than 20 percent of its oil. 
Mexico has, however, at times exceeded its planned 
production level of 2.2 million barrels a day: early in 
1981 it hit a peak of about 2. 75 million barrels daily. 
Mexico was exporting about half of that total (I .35 to 
1.4 million barrels a day) before the period of "glut" on 
the world market. 

Although Mexico may have the resource base and 
technical capability to produce more than seven mil
lion barrels of oil per day eventually, there are a 
number of reasons why production might not hit that 
level in this decade or possible even in the 1990s. 
First, based on proven and probable reserves, such a 
level of production could probably be sustained for 
only about twenty years. Second, the pace of Mexican 
oil and gas development will be strongly influenced 
by the traditional status of petroleum as a symbol of 
Mexico's national economic liberation. Further, un
less Mexico's massive new foreign exchange earnings 
are accompanied by the implementation of trade liber
alization and economic stabilization measures, Mex
ico's already high inflation rates could be exacerbated. 
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Oil clearly is the primary factor in the economy. Oil 
revenue was estimated at $14 billion in 1980, and 
projected at $20 billion in 1981 before the softening of 
world oil demand. Mexico's economy has been ex
panding at a whopping 8 percent rate annually. But 
the short-term effects of this surge of revenue has 
contributed to an inflation rate of more than 30 
percent, hitting hard at both the middle class and the 
substantial portion of t he Mexican population still 
living in impoverished conditions. 

However, the long-term benefits that oil and gas 
could provide are considerable. T he revenues could 
enable Mexico to deal more effectively with its serious 
social and economic problems, even though fluctua
tions in the international oil situation can create prob
lems for the Mexican economy. With the Mexican 
population growing in the range of 3 percent annually, 
the problems of feeding the populace and unemploy
ment are both critical issues. 

Despite some population control efforts, the popu
lation growth rate is expected to remain well above 2 
percent for the next ten to twenty years. The total 
population is expected to increase from the present 
sixty-eight million to more than one-hundred million 
by the year 2000. Fifty percent of the population is 
unemployed or underemployed, and about 50 percent 
of the population is under age fifteen. Because of this 
young population, unemployment may climb even 
more sharply in the future. In addition, Mexico's 
agricultural industry. is not yet capable of feeding a 
substantial portion of the existing population. 

Mexico is counting on the new petroleum industry's 
revenues being invested into various other industries 
and helping to reduce unemployment. The petroleum 
industry is capital intensive, employing a relatively 
small number of workers. PEMEX, the national petro
leum company, employs only 80,000. Mexico hopes 
to create an additional 600,000 jobs from industrial 
diversification. But this must be contrasted to the 
number of Mexicans entering the labor force each 
year-about 800,000-plus the more than 20 million 
currently jobless. 

The agricultural industry will be a major target for 
expansion. It is agriculture that could prove to be the 
Achilles' heel in Mexico's development. Fanning is, in 
many respects, the weakest sector of the economy, 
and a major part of the oil revenue is used to pay for 
importing food from the United States-a situation. 
that is common in oil-producing countries. 

The degree of interdependence-Mexican need for 
U.S. food, and the U.S. reliance on Mexican petroleum
is a situation that offers significant possibilities for 
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cooperation but requires a deft approach. The delicacv 
of the relationship could be :.een in the furor touched 
off in Mexico owr recent suggestions in the United 
States that food should be a ·weapon .. of US foreign 
policv. 

Last year. Mexico imported a record 10.3 million 
tons of food. primarih· from the United States. As 
noted earlier. the Mexican gowrnment. recogni:ing 
this high degree of dependence. plans to allocate a 
substantial amount of oil re,·enues into impro,·ing 
food production. Mexico is undertaking a maior agri
cultural program. known by its Spanish acronvm of 
SAM 1Mexican Food S,·stem'. ,,·hich is aimed at in
creasing Mexican self-sufficiencv in the agricultural 
sector. particularly in suc h crops as corn and beans. 

This emphasis on self-sufficiency has already con· 
tributed to U.S.-Mexi can problems o\·er fishing rights. 
In recent years Mexico has im·ested hea\'ily in its 
fishing industrY. hoping to quadruple its annual catch 
,,·ithin four ,·cars. The result of this effort has been 
increased competition with the United States and a 
running dispute over territorial rights. 

In its approach to Mexico. the United States must 
be sensiti\'e to Mexico's strong nationalistic senti
ments and its concerns about being dominated by the 
U.S. As Mexican \\'Titer Carlos Fuentes phrased it, 
"M exico is a nation, not an oil well."~3 And as Professor 
George W. Grayson has pointed out. there can be 
"negati\'e linkage" ,,·hen attempts are made to relate 
energy to other outstanding issues between the t,,·o 
countriesM This occurred during the J 979 negotia
tions on natural gas. 

But, while not suggesting that the issue be ap· 
proached in anything but a careful and thoughtful 
manner. we believe it is appropriate to consider longer· 
term arrangements \\°ith Mexi co. perhaps initially in 
the areas of trade, immigration. and environmental 
matters. but in the energy area as well. One possibility 
would im·oh·e U.S. purchase of oil to help meet the 
Strategic Petroleum Reserve requirements. Among 
the various cooperati\'e ventures that haw been dis· 
cussed a re expanded industrial-:one cooperation along 
the border and a number oi proposals for helping to 

resoh·c the problem~ of undocumented Mexicans Ii\'· 
ing and ,,·orking in the United States.r· 

Trade is an area that ,,·e bdieYe should be a primary 
focus oi U.S. relations not onh· with Mexico but with 
other Third World countries. There haw been some 
changes in the pattern of U.S.·Mcxican trade. and 
,,;th the increas ing imports of petroleum from Mexico. 
the U.S. trade balance has grown smaller. In 1980. the 
United States exported S 15.1 billion of good:. to Mex
ico and i mponed S 12.5 billion ,,·orth. In addition to 
the .\.kxican demand ior ioodstuiis. discussed earlier. 
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a growing demand for agricultural and industrial 
equipment in Mexico can be expected. 

Mexico has want ed readv and secure access to U.S. 
markets for its products bu.t generally has been reluc
tant to grant concessions in return. It would seem to 
be in the interests of both countries to undertake a 
concerted effort to improve trade arrangements. Mex
ico is not a member of the General Agreement on 
Tariffs and Trade but has committed itself to the 
gradual elimination of nontariff barriers. The United 
States should continue to encourage-but not push
Mexico to join GA TT. Meanwhile, the U.S. must 
a\'oid protectionist measures which could undercut a 
strengthened trade relationship between the two. The 
United States should be willing to cooperate in help
ing to enhance Mexico's technological capabilities, 
and the concept of an expanded border industrial zone 
deserws further consideration. !It should be noted 
that some of the poorest counties in the U.S., in terms 
of per capita income, are located in the Texas-M exico 
border region. I 

However, the notion of a North American common 
market, which various U.S. political leaders have 
encouraged, has continued to receive a cold reception 
among M exican 1as well as Canadian) leaders. T his 
response is indicative of the cautious and skeptical 
approach the Mexicans take toward the United States 
and the difficulties that must be overcome to move 
th e relationship toward more solid ground. 

Energy is obviously a matter of major importance 
from the U.S. perspective, but it is only one of the 
many reasons ,,·hy the U.S. shou ld give increased 
emphasis to a strengthened relationship with Mexico. 
President Reagan has recognized the importance of 
this relationship, at least on a symbolic level. This 
should help assure ongoing consultations between 
the two countries on the various issues that affect and 
som1.·times divide us. Foreign policy views of the two 
nations different sharply in some cases, as was seen 
o,·e r the issue of El Salvador. Because of Mexico's 
importance to the United States, this country cannot 
afford to ignore Mexico's strongly held positions on 
hemispheric issues. This is yet another example of 
the chain -linkage effect. An encouraging sign has 
heen the indication that the United States and Mexico 
,,·ill be ahlc to work together on a Caribbean Basin 
regional dc\'elopment program. 

The U.S.- Mexican relati onship also has symbolic 
importance in term s of U.S. relations with the rest of 
th~ Third World. Lopez Ponillo's predecessor, Luis 
Echewrria Alvarez, emphasized Mexico's role in the 
Third World and sought to cast Mexico as one of its 
leaders. 

Although Mexico still has many of the problems of 



a Third World nation, its oil riches have helped to 
boost its economic standing. Indeed, Mexico, like 
Brazil, is sometimes seen as between the First and 
Third Worlds, even though on many political issues 
Mexico will still identify strongly with the Third 
World. 

Rather than emphasizing Mexico's role as a Third 
World leader, Lopez Portillo has sought to act as a sort 
of "moderator" between the industrialized nations 
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3 Food, Agriculture 11 and Population 

Food, in many respects, remains at the core of 
international development issues. It is also an area in 
which the United States has an opportunity to make a 
particularly significant and positive contribution. The 
United States is the world's largest producer of food 
exports, supplying about 45 percent of total exports of 
wheat and 64 percent of coarse grains in the 1978-79 
period. 1 

Existing world food conditions pose a number of 
interrelated problems. First, the low productivity of 
agriculture in many Third World countries makes 
them dependent on food imports. Second, instability 
in food supply and its amplified effect on food price 
fluctuations has led to insecurity of food imports for 
some poorer nations. Third, there are the problems of 
chronic food shortages and widespread malnutrition. 
Undernourishment affects between 1 and 1.5 billion 
people, and, according to the World Health Organiza
tion, it afflicts half the children under age five in the 
Third World.2 Even that estimate may be too low: a 
study in the early 1970s discovered that 34 percent of 
the deaths in Latin America of children under the age 
of four that were reported as exclusively the result of 
infection or parasites were really due to the interac
tion of disease with malnutrition.3 

Poverty is a major cause of hunger, making a reduc
tion of poverty essential in abolishing hunger. Not 
only must food be available; it must also be affordable 
to those who desperately need it. 

The food-supply problems have to be seen against 
the background of a soaring world population. Current 
estimates indicate t hat by the end of this century, 
Third World countries will have to cope with 1.5 
billion more people, a 45 percent increase in their 
present populations.4 The Population Reference Bu
reau predicts that world population will increase by 
75 million next year, with 68 million of the people 
born in the Jess-developed nations. In the developing 
world, food, health, and population are inextricably 
linked. The bureau says 500 million people in the 
world currently suffer from malnutrition. An official 
of the bureau says, "The unfortunate thing is that if 
the number of those starving should grow by yet 
another 100 million, the actual day-to-day increase 
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would be almost imperceptible, and scarcely a sound 
would be heard."s 

The food problem may refer to sufficiency: whether 
a nation has enough food to distribute. It may refer to 
the quality of food: whether a nation's diet has enough 
calories, vitamins, and proteins. Or the problem may 
be one of distribution, in which sufficient or near
sufficient quantities of food exist but are not enjoyed 
by all members of the population. 

The United Nations Food and Agricultural Organi
zation IFAOI warned last December that a "global 
alert" exists, with the possibility of grave food short
ages, particularly in Africa. The Brandt Commission 
calls for a major $8 billion annual program of food aid 
to the Third World to increase local food production 
and ensure regular supplies to t he hungriest nations. 
The U.S. Presidential Commission on World Hunger, 
reporting in December 1979, recommended that the 
elimination of hunger should be "the primary focus" 
of U.S. relationships with the developing countries.6 

Adequate nutrition for all must be a primary devel
opment goal for the remainder of this century. But, as 
Nevin S. Scrimshaw and Lance Taylor point out, "Its 
achievement will be difficult and uncertain even if 
sufficient global production of food is attained."7 

Thus, even if important technical advances are 
made in food production and related fields, the success 
of combating hunger will depend to a very large 
extent on greater social equity and fairer income 
distribution within the Third World. Undernourish
ment persists even in countries with a fairly adequate 
food supply because of gross inequality in income 
distribution and the lack of assistance to the poor. 
This may be seen in a relatively prosperous Latin 
American country, such as Chile, where wheat is the 
staple and more than 15 percent of the population 
remains undernourished in spite of successful agro
nomic efforts. 

A new way of looking at the scope of the problems 
facing some of the Third World nations is to consider 
the number of people in each country per square 
kilometer of agricultural land. Bangladesh, one of the 
poorer nat ions has 954 people per square kilometer; 
the United States, which exports large volumes of 
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food, has 53 people per square kilometer of agricul
tural land. Some nations with high population ratios 
also have relativel y high per capita incomes and can 
afford to import food. But such a nation as Bangladesh 
becomes highly dependent on external assistance. 

Third World food production rose by more than 2.5 
percent annually from 1950-1975, but during that 
same period demand for food grew at a 3 percent 
annual rate, as a resulc of increasing population and 
incomes. There are some dramatic examples of coun· 
tries going from food exporters to heavy importers. 
Zaire, for example, was a net food exporter twenty 
years ago; now it spends about $300 million annually 
on food imports, and the country has serious debt 
problems.~ The developing countries have quadru
pled their total import s of cereals overt he past twent y 
years. If current trends continue, that total of Third 
World food imports may reach 145 tons by the end of 
this decade, 7.5 times as great as the figure for 1960. 
As the Brandt Commission reported, "It is unlikel y 
within the prevailing economic climate that these 
countries' own exports, or even additional aid, can 
finance such massive food imports. And even if the 
financing problems can be solved, there are doubts 
whether major grain producers could supply the 
amounts needed. The suffering, unless something is 
done, will be appalling.~ 

Sub-Saharan Africa faces the most serious produc
tion problems. Although the region has less than 8 
percent of the world's population, poor weather and 
natural resource constraints, combined with political 
instability and administrative inefficiencies, have 
produced chronic food shortages in the area. Per capita 
food production in Africa, excluding South Africa, is 
now lower than in the early sixties.10 In addition, most 
African countries depend on production and export of 
traditional agricultural commodities to stimulate 
their domestic economies and earn foreign exchange. 
Stagnating production of these commodities and fluc
tuating prices have resulted in reduced foreign ex
change, thus limiting the ability of many countries to 
import food. 

A mathematical model developed by the U.S. De
partment of Agriculture, the world grain-oil seeds
livestock !GOLi model, points up the strong interrela
tionships anong the world's gr.iin, oilseed, and live
stock sectors and their importance in shaping future 
world food balanc1.'S. An analysis of the model's projec
tion to 1985 indicate that under most of the alternac ives 
tested, the world has sufficient capacity, whether 
measured in physical potent ial or economic feasibility, 
to meet the grain and overall food needs of an expand· 
ing, more affluent population at real prices somewhat 
above base 1970 levels, but below 1972-75 highs.11 
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However, the projects indicate that regional food 
distribution problems are likely co persist. Moreover, 
the alternative that assumes lower grain yields indi
cates that deteriorating climate and weather could 
pose serious pressu res on resou rces and prices. Grain 
imports of the developing countries as a whole are 
projected to increase appreciably faster than imports 
in the rest of the world. 

The Brandt Commission sees greater domestic pro
duction as the first priority of food policy in develop
ing count ries. A policy of self-sufficiency is not neces
sarily sensible for all countries. For countries with a 
limited agricultural capacity, or for which it is more 
efficient to develop exports to pay for imported foods, 
agricultural self-sufficiency would not make econom
ic sense. 

The greatest potential for increased food produc
ti on would appear to be through more intensive cul ti· 
vation of existing cropland. Alan Strout of the Massa
chusetts Institute of Technology estimates that a 
yield of between 9 and 13 tons of cereals can be 
produced per hectare if it is supplied with a ton of 
nutrient content in fertilizer. This contrasts with 3.5 
metric tons of cereals that can be expected from a 
well-irrigated hectare. 12 Those who advocate such an 
approach recognize that the chemical fertilizers re
quire costly oil or natural gas for production but point 
out that the amounts required are less that l percent 
of the current level of world petroleum use. !For a 
different view, see Maurice B. Green, Eating Oil: Ener
iy Use in Food Production !Boulder, Co.: Westview 
Press, 1978J.) It is noted that the potential crop in· 
crease from the application of chemical fertilizer is, 
of course, in addition to what might be achieved with 
organic fertili zer or the recycling of organic wastes. 
Strout says that fertilizer was responsible for 40 per· 
cent of the increase in crop outpu t in the 1960s and 
early seventies and- despite fertilizer shortages and 
ri si ng prices for fertilizer in recent years- for the 
annual increases since 1975. It should also be noted 
that producing food in the same region where it is 
consumed can cut down on the costs and energy use 
in transporting food from outside. Further, those in 
the developed coun tries should be encouraged to use 
less fertilizer for nonfood purposes. 

Almost any suggested approach to increased food 
production raises certain issues that must be con
sidered: the consumption of energy, the use of the 
land, environmental costs, pricing policies, and a 
variety of social and political factors. Many critical 
deci sions will be made or strongly influenced by 
government policies, international agencies, research 
organizations, and particularly by the large corpora· 
tions that have such a significant and growing role in 



producing and distributing agricultural products and 
food. 

One of the most important considerations is price 
policy. If there is not adequate growth in world food 
production, there will almost certainly be inflation in 
world food prices, such as occurred a decade ago. 
Internationally, efforts must be made to minimize 
price fluctuations. Two steps to help achieve this goal 
would be fewer restrictions on international food 
trade and creation of international grain reserves. 
From the U.S. standpoint, if this country had to pro
duce still more food to meet international needs, U.S. 
food prices would double, 13 which is another strong 
reason for U.S. support of increased agricultural pro
duction in the developing world. 

Another important consideration is the successful 
melding of research, technology, and local applica
tion and needs. As Scrimshaw and Taylor point out, 
many promising initiatives have had unforeseen and 
unfavorable second-generation consequences, have 
not taken hold as widely as predicted, have failed, or 

'have been irrelevent. The technologies may not have 
been at fault, but the policy environment in which 
they were applied did not always benefit the poorest 
groups.14 

One of the most controversial examples of the 
introduction of concepts into the Third World has 
been the baby-feeding issue. The use of cow's milk or 
commercial infant-feeding formulas instead of breast 
feeding by mothers has created new problems and has 
often been harmful for the infants.15 Impoverished 
and illiterate families have in some cases been en
couraged to purchase the infant formula, when breast 
feeding is normally the preferable form of infant 
nutrition. Those who do use the formula often overdi
lute it, because they can only afford limited supplies. 
A frequent problem is that the formula may be con
taminated by unsanitary preparation or by being mixed 
with unsafe water, all too common in the Third World. 
Another concern is that the children are deprived of 
the factors in breast milk that can protect them from 
the disease-causing agents so prevalent in many Third 
World areas. It was over this issue of infant formula 
that the United States recently found itself aligned 
against all the nations of the Third World, and most 
industrialized nations as well. In May 1981, the U.S. 
cast the only dissenting vote when the World Health 
Organization voted 118 to 1 for an international code 
on marketing of infant formula. The U.S. position 
acknowledged the desirability of breast feeding but 
criticized the code as inappropriately addressing legal 
and commercial issues not pertinent to important 
health issues. 

A key to progress in Third World development and 
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improved living conditions is water. Both the sufficien· 
cy and safety of water supplies are major problems. 

More than half of the people in the Third World 
have no access to safe water. Three out of four have no 
sanitary facilities, and with population increases, the 
number of those deprived of these basic services have 
swelled considerably in recent years. Waterborne dis
eases are still major killers in the Third World, ac
counting for an estimated 30,000 deaths per day and 
80 percent of all illnesses in the world. With proper 
water supply and sanitation, diarrhea and gastroen
teritis could be cut back by 50 percent; cholera by 90 
percent.16 In addition to its impact on health, provid
ing clean water also makes economic sense. Many 
women and children who spend time fetching water 
could devote themselves to working on the land or 
attending school. 

A number in international agencies, such as UNICEF, 
are involved in water and sanitation programs. There 
is an important role to be played by both voluntary 
and governmental agencies. But the involvement of 
the local communities in the projects is essential to 
the success of such programs. 

Another problem is that some agricultural innova
tions may be geared to meet commercial needs but 
actually misserve the interests of the domestic popu
lation. Cited as examples of this are the production in 
Mexico of fresh vegetables for export to the United 
States. These crops utilized land formerly used to 
grow staple foods for local consumption. And, in 
Central America, beef production has been expanded 
to increase exports to the U.S., resulting in price 
increases that have further reduced consumption 
among poor residents of the region. 

These are some of the kinds of problems that can 
result from failure to take into account local needs 
and problems when introducing innovations and new 
programs. Clearly, to be successful, such programs 
need to be strongly based within the Third World 
countries- that is, they have to fit the socioeconomic 
environment in which they are introduced. 

There remains an overwhelming need for research 
and cooperative efforts involving the United States, 
other developed nations, and the Third World coun
tries. Energy, water, fertilizer, new techniques for food 
storage and preparation, and prevention and control 
of disease are among the areas of need. Farming tech
niques, such as multiple cropping, offer promise. China,_ 
which gives agriculture top priority in its Four Mod
ernizations program, has long practiced multiple 
cropping. In southern China, three grain crops are 
often grown on the same plot of land within a year. 
Intercropping- two or more crops grown at the same 
time- is common in northern China. Multiple crops 
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are grown on half of China's farmland, and the coun
try has steadily increased food production. Multiple 
cropping is labor intensive and can contribute to both 
rural employment and development. Multiple crop· 
ping can pose problems by increasing the depletion of 
soi l nutrients and the need for irrigation. However, it 
is the kind of straightforward technique that we 
should be encouraging in the Third World. 

The Population Factor 

We also believe that any consideration of food and 
development issues in the Third World must empha· 
size the necessity of strong family planning programs 
in many countries. Country after country has seen 
painfully achieved increases in food production, 
health and educational facilities, and employment 
opportunities reduced or nullified by excessive popu
lation growth. 

There have been some successful family planning 
programs within Third World count ries. China, for 
example, has recognized that rapid increase in popu
lation imposes extreme burdens on a society. Owing 
to efforts over the past ten years, the rate of popula
tion in China has dropped to 12 per 1,000. Policy in 
China, which has a population of nearly I billion, 
calls for arrival at "zero population growth" in two 
stages: reducing the growth rate to 5 per 1,000 by 1985 
and to zero by the year 2000.11 The Chinese program 
combines population education in family planning 
with such economic measures as material reward for 
those who adhere to family planning regulations, and 
penalties for those who do not. 

Family planning programs have also attained some 
success in such countries as Singapore, Thailand, 
Cuba, Indones ia, Sri Lanka, and Mexico. However, 
even in the extremely unlikely event that the Third 
World countries would achieve a zero population 
growth by the year 2000, fifty years later they would 
have nonetheless increased in size two and a half 
times. 18 And, of course, most Third World countries 
show few encouraging signs that population growth is 
being slowed. Earlier in this secti on we noted the 
Population Reference Bureau figures showing that by 
the end of this century, the Third World countries 
will have to cope with 1.5 billion more people, a 45 
percent increase in their present populations. The 
population problem seems ro be widely recognized, 
but, as Robert Heilbronner has written, it is a problem 
so well known "that it has almost lost its power to 
shock, perhaps because attention has been focused 
largely on its humanitarian rather than its political 
implications.I'" 

Unfortunately, population growth takes on the 
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character of background noise. As Senator Joseph 
Biden, who in 1980 conducted Senate Foreign Rela
tions Committee hearings on world population trends, 
sa id, "Most of us in the Congress, and I think most of 
the American public, do not focus on this at all, any 
more than we focus on the outcome of a nuclear 
exchange. It is a little bit like cancer. The tendency of 
human nature often is to be afraid to find out the 
truth. We sort of approach nuclear holocaust the 
same way we approach the increasing problem of 
population control."20 

However, Senator Biden noted growing dissatisfac
tion with the way the U.S. international population 
efforts were being conducted. "Quite frankly, I have 
been dismayed by AID's past approach to family plan
ning. While I recognize much progress has been made 
over the past 2 or 3 years, I cannot subscribe to the 
narrow focus on contraceptive supply that character
ized most of the I 5-year history of the U.S. effort. We 
must make considerably more progress on program
ming for other socioeconomic determinants of fertil
ity."11 

U.S. and international agencies need to incorporate 
a broad view of population policy, including concern 
for fertili ty, migration, and mortal ity into their pro· 
grams and provide increased assistance to govern
ments that are attempting to move toward compre
hensive population policies in their development 
efforts. Local cultural patterns obviously have to be 
taken into consideration. 

The U.N. estimates that, in only twenty years, some 
forty Third World cities may contain more than 5 
million inhabitants each; half of these may have more 
than 10 million, including Mexico City at 32 million, 
Sao Paulo 26 million, Calcutta 20 million, Bombay 19 
million, and Karachi 16 million. By the year 2000, 
three-fourths of the Latin American population will 
be living in the cities.n Provision of jobs, housing, and 
social services to such massive urban populations 
will present difficulties previously unimagined by 
planners and governments. 

Richard E. Benedick, a State Department official, 
told a Senate Committee in 1980, 

For many countries the prospects fo r at least the next 
two decades are nor promising: food scarcities and 
probably expans ion of malnutrition, diversion of po· 
tent ial investment resource~ to maintain an expanding 
population, increasing underemployment and unem· 
ploymcnt, growing numbers of landless poor people .. . 
all exacerbated by such global factors as inflation 
higher-priced energy, and environmental degradation'. 
Rapid population vowth is a ma1or contributing ele· 
mcnt to all of these conditions and, in addition, itself 



creates a larger proportion of youth in the population. 
Recently experience ... shows that this younger age 
group, frequently unemployed and crowded into urban 
slums, is particularly susceptible to extremism, terror
ism, and violence as outlets for frustration. i.1 

As Ambassador Benedick has pointed out, many 
developing countries of particular importance to U.S. 
security are experiencing some combination of fast 
population growth, growing population density rela
tive to arable land, massive rural-urban migration, 
and high underemployment/unemployment. "Our in
terests in many of these countries include-in addi
tion to our traditional concern for human welfare and 
dignity-such geopolitical factors as strategic loca
tion, provision of military bases or support, and sup
ply of oil or other critical raw materials."H 

In the Near East and Southwest Asia, the four most 
populous nations- Turkey, Egypt, Iran, and Pakistan
are experiencing some of the effects of rapid popula
tion growth. For example, in Egypt, where the ratio of 
population to land is one of the world's highest, almost 
10 percent of GNP goes for food substitutes. Attempts 
to lower those subsidies led to rioting a few years ago. 
ln each of these countries, unemployment is already 
serious, yet the labor pool is growing at an alarming 
rate. The possible spread of instability through this 
critical region could imperil vital U.S. interests. 

Other nations affected by demographic pressures 
include such key sources of petroleum as Indonesia, 
Mexico, Nigeria, and Venezuela. Also in this category 
are such countries as Bolivia, Brazil, Morocco, the 
Philippines, and Zimbabwe- sources for a variety of 
essential minerals. 

Benedick points out that the near certainty of at 
least a doubling of the population of many Third 
World countries within the next decades has particu
lar significance for the United States, which has been 
the goal of so many of the world's emigrants and 
refugees. Problems of unemployment and income dis
tribution, aggravated by high population growth, con
tribute to pressure for migration to the U.S. from 
Mexico, Central America, and the Caribbean. 

Overall, the potentially destabilizing effects of ex
cessive population growth is a matter meriting serious 
concern, with implications for our security, as well as 
our own unemployment, inflation rate, the prices and 
availability of critical raw materials, and markets for 
U.S. exports. Excessive population growth in the Third 
World complicates and makes more difficult U.S. and 
international efforts to deal with a broad range of 
issues, including economic development, political 
stability, poverty, malnutrition, migration, the envi
ronment, and energy and resource scarcities. More 
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people will be added to the Third World labor pool 
between now and the end of the century than the 
entire current labor force of the industrialized coun
tries. 

Measured against the magnitude of the problem, 
current levels of population assistance are very limited. 
In constant dollars, U.S. assistance in fiscal year 1980 
was lower than in fiscal year 1972. Still, the United 
States remains as the world leader in international 
population assistance. The Brandt Commission and 
others have noted flagging donor support at a time 
when the need is becoming more urgent and when 
some of the Third World countries are becoming 
more receptive. Because of the security implications of 
population growth factors, and their effects in under
mining the benefits of general development, sugges
tions have been made that population assistance be 
expanded in certain cases by allocations from the 
Economic Support Fund, and we believe this should 
be considered seriously. 

Expanded and more efficient family planning ser
vices are needed. But these are rarely successful un
less accompanied by economic progress and educa
tion. Dr. Habib Nasser Quinones of Mexico empha
sizes that education, urbanization, and improvement 
in economic status are important factors in slowing 
population growth. Financial well-being promotes a 
greater sense of future security. Parents may want 
fewer children so they can concentrate. on upward 
mobility. Education creates a greater sense of aware
ness and responsibility. 

The rapid population growth in Mexico is a matter 
of particular concern because of the proximity of 
Mexico to the United States and the coninuing prob
lems of "illegal" Mexican immigrants. Mexico's popu
lation of about 68 million has roughly doubled in 
twenty years. Therefore, simply to maintain the exist· 
ing standard of services for every school, hospital, and 
living unit that existed in 1960, another has had to be 
built. 

As Assistant Secretary of State for Economic and 
Business Affairs Deane Hinton recently stated, "Invest
ment in human capital competes with investment in 
productive capital. While family planning can assist 
couples to produce just the number of children they 
desire, it is only as the economic structure changes 
that the preferred family size will decline."2s 

Hinton notes that this requires a long-term effort . . 
"But it can happen. In one developing country after 
another, the completed family size is falling-in 
Mexico, among others. But while the rate of growth 
has slowed, it is still a positive rate and the flow into 
overcrowded cities gives unreal estimates of, say, a 
Mexico City of 31 million in the year 2000."26 
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We believe that the United States should continue 
to be strongly supportive of requests from Th ird 
World countries for family-planning-related assis
tance and that such assistance should be an important 
aspect of both bilateral and multilateral programs. 

Food as a Weapon and Food Aid 

When John Block was announced as President Rea· 
gan's choice for Secretary of Agriculture, he said the 
United States should tie other councries to the U.S. 
through their dependence on American food and that 
their dependence would make them more reluctant to 
oppose U.S. efforts in the world.27 Later, at his confir
mation hearing before the Senate Agricultural Com· 
mittee, Block made clear that his comments had been 
misinterpreted. Block said, "I feel that food is a valu
able instrument of peace." He commented, 'There can 
be little incentive for a foreign buyer to view us as a 
reliable source of supply if we adopt a policy of using 
food as a weapon. I ... favor developing a better 
working relationship with other countries by being a 
reliable supplier of food, not by threatening to cut off 
supplies."28 

Block said that food brings countries closer together, 
whether they are countries of common ideology or 
different ideologies. "In the final analysis, I think it 
can tend to provide greater stability in the world, and 
be very effective in promoting peace around the 
world."2Y 

However, Rlock's initial statement was widely in· 
terpreted in the Third World as an indication that the 
United States intended to "use food as a weapon." 
There was a strong reaction within the Third World. 
Mexico, particularly, was sensitive tO being vulner· 
able to a poss ible cutoff of food supplies from the 
Uni ted States. Mexico imported 10.3 million tons of 
food last year, most of it from the United States. (This 
issue is discussed in other sections of this report.I 

In an editorial in the magazine Sow h, which repre
sents a Third World viewpoint, Altaf Gauhar said, 
"The United States has emerged <IS the single l<irgest 
food surplus country. The rest of the world is at its 
mercy. That is the stark realit y."·~ 1 

The United States, Canada, France, Australia, and 
Argentina arc the only countries with significant 
cereal crop exports. According to Gauhar, "except for 
Argentina, there is no country in the Third World 
which is not dependent on the U.S.A. for its food 
requirements .'"11 Whil e this may be an exaggeration, 
there can be no denying than man y Thi rd World 
countril'S are heavi ly dependent on the Un ited States 
fo r food. 

In response co a question from Senator David Pryor 
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about assistance to Third World countries, Secretary 
of Agriculture Block said, "We start out with many 
countries, that we have helped under Public Law 480, 
and helped chem develop industry, and after a few 
years, they get on their feet . Then they became good 
customers of ours. Really, that is the way we should 
be doing it. I think the long-run objective is not only 
food for us and for our agricultural economy and for 
our country, but it is a humanitarian approach too. We 
rea ll y want chem to be on their feet. We want them to 
be as self-sufficient as poss ible and be able to trade 
and have hard currency.".u 

Earlier in thi s section, it was noted that many Third 
World areas have turned from being food-surplus 
countries in th~: past to a situat ion of dependency on 
imports at present. South America had an overall 
surplus of 9 million tons in I 934-38; by I 975 there 
was a 13 million ton deficit. Asia went from a 2 
million ton surplus in the thirties co a 40 million ton 
deficit in the I 970s:l-1 

In Africa, Mali is a good case in point. Even without 
a drought, Mali's ann ual average cerea l output is still 
less than half of what it used to produce in the 1950s. 
From being an exporter of grain, Mali has become an 
importer. Peanut production, which twenty years ago 
amounted to an annual 250,000 tons !unshelled) is 
now practically nonexistent:14 

During the current year, it is estimated chat Third 
World countries will import 93.5 million tons of 
cereals, which is three times the total production of 
rice, wheat, and coarse grains of India, and nearly five 
times the combined production of Egypt, Iran, Turkey, 
and other countries in the Nea r and Middle East. Of 
the 93.5 million tons, nearly half 143 million ) will 
probably come from the United States. 

The editoria list for Sour h asks, "Why should the 
United States not use the food stranglehold to keep 
the world in order? John Block knows what he is 
talking ;1bout. He also knows that apart from the 
developing countries, there are two other claimants 
to U.S. food resou rces- the Soviet Union and the 
People's Republic of China.''-1' 

This Southern viewpoint claims that growing de· 
mand has rcsu lted in higher wheat prices, which have 
had a crippling effect on the Third World, which has 
had to divert scarce fo reign exchange resources from 
development to food imports. "The United States has 
used its advantage with great purpose, destroyi ng the 
resistance of some of the developing countries to 
political pressures."·1~ Although no examples arc cited, 
unquest ionahly there arc strong feelings within some 
segments of the Third World that the United States 
uses food as a political commodity. 

One occurrence which gave rise co these scnti· 



ments was the Soviet grain embargo imposed by Presi
dent Carter. A Mexican official said, "We saw th e 
United States use food as a strategic weapon. In a 
sense, I'm glad it did because it woke us up. Food is, 
after all, the ultimate weapon."·1' 

Of course, one Third World country, Argentina, 
capitalized on the U.S. embargo by exporting wheat to 
the Soviet Union at a premium. But clearly, the em
bargo t•m1•hasized to the Third World the vulnerabil
ity of imported food supplies to political action. And, 
although the Soviets have had the money to buy what 
they want under adverse market conditions, there is a 
great gap between the price required to ensure high 
levels of production and the wheat price Third World 
importers can afford to pay without limiting their 
ability to import other vital goods. 

In the past, U.S. presidents have tried to make 
11iplomatic points with real or implied threats to 
withhold exports. In addition to the Soviet grain 
embargo, there have been instances of food assistance 
being held up in order to influence policies or politics 
of other nations. The results have been mixed. It is 
one thing to withhold sales to the Soviet Union, which 
has the wherewithal to seek alternative sources of 
supply and to shift some of its domestic priorities. But 
hard-pressed Third World countries may not have 
such capacity. 

Beyond the dubious value of pushing too hard with 
the use of food as a diplomatic or political weapon
particularly with Third World countries- there are 
political and economic ramifications at home. Presi
dent Carter's imposition of the Soviet grain embargo 
was strongly opposed by U.S. farmers, who almost 
universally oppose any attempts by Washington to 
disrnpt sales of their corn, wheat, and soybeans abroad. 

We cannot afford to ignore the major significance 
of our agricultural exports- last year the United States 
sold more than $40 billion worth of food abroad, 
despite the embargo on Soviet sales. The Department 
of Agriculture has predicted that sales this year could 
he at least one-fifth higher.38 Already, about one of 
every three acres under cultivation produces crops for 
export. Nearly two-thirds of the nation's wheat and 
rice crops arc exported, 39 percent of soybeans, and 
one-third of the feed grains. With the gap between 
foreign production and consumption growing at an 
estimated 4 million tons per year, "The United States' 
predominant role in global agricultural trade seems 
assured," says J. Dawson Ahalt, an Agriculture De
partment economist.39 

In the current year, about $1 billion has been allo
cated for Public Law 480 credits and assistance. Secre
tary Haig, in his presentation to the Senate Foreign 
Relations Committee on the fiscal year 1982 foreign 
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assistance program, said, "In our budget submission to 
Congress, a $1.9 billion Agency for International De
velopment program is required. Over SO percent of 
the proposed development assistance program will be 
used to alleviate malnutrition and hunger."40 

At present, Egypt receives nearly one-third of the 
total U.S. food aid. Egypt, of course, is a key U.S. friend 
in the Middle East. Other principal beneficiaries are 
Indones ia, Pakistan, South Korea, Sudan, and Bangla
desh. 

Historically, Public L. 480 (Food for Peace) has com
prised about one-third of U.S. bilateral development 
assistance. Title I of Pub. L. 480 provides for conces
sional sale of agricultural commodities to "friendly" 
countries. Usually, to get Pub. L. 480 assistance, a 
country approaches the U.S. government to negotiate 
an agreement. If approved, the importing country 
then applies for a purchase authorization for a speci
fied amount of the total purchase. When the authori
zation is issued, the importer then moves into the U.S. 
commercial market to obtain bids from potential 
grain suppliers. Pub. L. 480 grains must, of course, 
come from the United States, and at least half must be 
carried by U.S. vessels. Title II of Pub. L. 480 authorizes 
donations of food on behalf of the people of the 
United States to meet famine or urgent relief or nutri
tional needs. 

An important new emphasis on benefitingthe rural 
poor and small farmers in developing countries, and 
of aiding primarily the most impoverished countries, 
was mandated in 1975 by adding Title III to Pub. L. 
480. In 1977, Congress revised the law to add a Food 
for Development program. This new program encour
ages countries receiving food under concessionary 
sales terms of Title I to use the currencies generated 
locally by the sale of food to finance agricultural 
development programs. Upon meeting various cri
teria established by the legislation, including require
ments that the funds be used to make improvements 
in the well-being of the poor and the rural sector, the 
amounts used for these purposes may be counted 
against the repayment obligation of the government 
of the United States. 

In some cases, such as the current heavy shipments 
to Egypt, the Pub. L. 480 program is something of a 
reward for cooperative policies. On the other hand, 
there is no denying the genuine need of Egypt, as well 
as other major beneficiaries. For many years, India . 
was a major recipient, although on several occasions 
the food assistance became entangled in policy differ
ences between the two countries. The U.S. suspen
sion of food aid to India during the Bangladesh con
flict in 1971 was actually a catalyst toward wheat self
sufficiency for India. Already, of course, India had 
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been striving for self-sufficiency in wheat production 
and had received significant help from the United 
States and international institutions. For the past 
three years India has been self-sufficient in wheat 
production, although there arc still difficulties with 
storage and distribution and a shortage of ferti lizer. 

In addition to the Pub. L. 480 aid shipments, there 
arc a variety of agreements concerning U.S. grain 
exports. To ensure continued access to U.S. grain, the 
major importers have sought agreements guarantee
ing them a certain level of suppl y. China and Mexico, 
for example, currently have major purchasing agree
ments with the United States. 

There is <llso Jn Internationa l Wheat Agreement, 
which is administered by the International Wheat 
Council (IWC). Attempts by some Third World coun
tries to push for major changes in the agreement have 
floundered. A new approach from IWC officials is 
intended to be more realistic, avoiding politically 
unpopular price stabilization arrnngements and opt· 
ing instead for measu res that might be expected to 
improve the overall market environment. Such mea
sures would include the holding of !WC-controlled 
reserve stocks in both export ing and importing coun
tries. Additionally, there would be increased gather
ing and dissemination of relevant information in
tended to give Third World countries a better chance 
to operate effectively in the market. 

According to Mahesh Prasad of India, current chair
man of the !WC, Third World countries are looking 
for an agreement "that will be more purposeful and 
more responsive to the needs of LDCs."4 1 Among the 
goa ls would be financing from the International Mon
etary Fund's buffer stock facility for the supplies of 
wheat intended to constitute Third World reserve 
holdings, and funding from the World Bank and other 
development agencies for the infrastructure neces
sary to increase the stockholding capacity in the 
Third World. 

An important factor, not widely recognized, affect· 
ing Third World countries is the limited port and 
storage facilities that fo rce them to import wheat in 
smaller quantities than would otherwise be possible. 
This, of cou rse, drives up the cost. It would seem to be 
advantageous to increase the capacity of the major 
Third World imports to handle larger shipments. 
However, priorities must be carefull y weighed, be
cause efforts must also be devoted to strengthening 
agricultu re and distribution wi thin many of these 
countri es. International food policy must focus not 
on ly on establishment of international reserves but 
on the implementation of food strategies by Third 
World countries, on the role of internation<il trade 
within this strategy, on a country's capacity to trans-
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port and market foodstuffs, and on the certainty that 
thi s food reaches the poorer segments of society. 

While Third World countries want to assure more 
certainty and stability in the international food sup
ply, the U.S. agricultural communi ty would like to see 
more stabilit y as well. The strong opposition to the 
Soviet grain embargo has already been noted. It seems 
probable that this concern for more predictability in 
the international food market will lead the United 
States into more supply-purchase agreements. 

Mahbub ul Haq of the World Bank points out that 
small fluctuations in world food production can play 
havoc with food prices and human lives in the absence 
of adequate reserves. He argues that a world food 
security system cannot be based on the present pre
carious assumptions. Ul Haq calls for a move toward 
an agreed framework of food grain reserves over which 
there is multilateral, not national control. Ul Haq 
also calls for a S30 to $50 billion investment annually 
in developing countries to increase food production 
to levels that can ensure food security over the long 
run .-12 

UI Haq contends that there is likely to be a radical 
change in the current advantage in growing food 
surpluses in the developed countries of the United 
States, Canada, and Australia. He says higher energy 
costs will shift the comparative advantage away from 
the traditional food-exporting areas, since agricultural 
production has become extremely energy intensive in 
these countries. He points out that it takes ten times 
as much energy in the United States to produce one 
ton of food grains as it does in India. UI Haq sees the 
low-i ncome countries of Asia and Africa developing a 
major comparative advantage in food production.43 

These predictions are somewhat at odds with other 
analyses, and UI Haq may be overstating problems of 
the current food exporters and be overly optimistic 
about progress in Asia and Africa. However, if the 
United States is to maintain its food-producing capa
ci ty, it will have to take action to prevent deteriora
tion of the soil base in this country. Lauren Soth 
comments, "That very likely means in the next two 
decades the withholding of production of grain and 
soybeans to some extent, depending on the ability of 
new agricultural research and technology to increase 
output per acre without soil losses. This will be 
extremely difficult to accomplish politically at a time 
when world demand from both developed and under
developed countries is certain to increase."-14 

Soth asserts that concern over the world's hungry 
must be turned toward development of their local 
food-producing power. Encouraging further depen
dence on the United States for steady supplies of grain 
and as a ready reserve granary is no service to the 



hungry, according to Soth, because we can't keep it up. 
Money, fertilizer, seed, technical assistance, and above 
all, applied research into the agriculture of the devel
oping r:o11n1 rirc; would pay off far better than exhaust
in)'. the U.S. soil productivity in order to meet the 
mounting world denian<l. 

A st l'nng emphasis must be pbcc;<l on iocreasrng 
fnncl p1 mluction in the Third World, and there are 
:;omt:: encouraging developments, particularly with 
irn,rt::ased yields in certain countries. However, there 
is little doubt that the United States will continue to 
play a major supplier role for years to come. Still, we 
must avoid the tendency to see the U.S. agricultural 
bounty in the simplistic terms of food as a political 
commodity. There may be cases where directly or 
indirectly we can swap "soil for oil." Mexico and 
Indonesia, as noted, are two oil suppliers that import 
substantial amounts of U.S. food. However, in general 
the situation of the petroleum-exporting nations is 
not ideal for :ipplication of a U.S. food lever, even if 
such a policy was otherwise desirable. Most OPEC 
nations could obtain elsewhere any foodstuffs that 
the United States withheld. We may hope, however, 
to move toward some mutually beneficial agreements 
with some oil exporters, agreements which might 
remove or minimize the threat of either side attempt· 
ing to pressure or take advantage of the other. 

In his book, U.S. Food: Making the Most of a Global 
Resource, David W. McClintock comments, "Food aid 
programs only occasionally represent a single policy 
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objective somewhere between pure humanitarianism 
and pure pragmatism. Just as the Soviet deals of the 
early 1970s were motivated by both politics and eco· 
numics, our aid to the Third World has been motivated 
by both altruism and enlightened political self· 
interest."4s 

United States food aid policies will obviously re
quire periodic reassessment in response to shifts in 
the global food balance, and in response to domestic 
needs and priorities. And the pivotal role of the 
United States in the international food supply must 
take into account a variety of factors-pragmatic and 
humanitarian- with the aim of creating a more stable 
and secure situation in the future. As Mcclintock 
notes, "The United States must balance its future 
roles as both aid donor and commercial food exporter 
such that the burdens of donorship can eventually be 
exchanged for the benefits of export trade."•6 

This nation's enormous agricultural productivity is 
a great asset, one that should be used wisely and 
humanely. In some cases it may be used in exchange 
for needed raw materials; in some cases it may be used 
to give special assistance to Third World nations with 
which we have especially close relations. But food 
should not be seen as a weapon or a lever. Food is a 
positive element, and the United States should give 
greater emphasis to the major contributions it has 
made and will make to international development 
and to helping reduce the causes of poverty, instabil· 
ity, and international conflict. 
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4 Th~ Role of I111ternational Institutions 

The post-World War II inter.'.1ational financial sys
tem, built arou.bd the Bretton Woods institutions, 
provided the framework for twenty years of unprece
dented economic growth for the world's industrialized 
nations. The 1944 Bretton Woods International Mon
etary and Financial Conference, named after the New 
Hampshire meeting site, established the International 
Monetary Fund (IMF) and the International Bank for 
Reconstruction and Development (IBRDJ or World 
Bank. 

The objective of the IMF is to shorten the duration 
and to reduce the degree of disequilibrium in balances 
of payments so as to avoid the repeated devaluations, 
floating currencies, and other attempts to gain trade 
advantages that had wreaked havoc on the interna
tional trade structure of the 1930s. The growth of the 
IMF from its original 41 members to its current mem
bership of 141 is indicative of some of the dramatic 
changes that have occurred in international econom
ic affairs and in the role of the international institu
tions over the years. Voting power of member nat ions 
is roughly dependent on the country's quota or sub
scription to the Fund. Each country has a base of 250 
votes, plus one vote for each part of its quota equal to 
$100,000. 1 Decisions are made by a s imple majority of 
votes cast on an issue. 

The IMF's primary role has been to provide loans to 
nations having balance-of-payments difficulties, while 
the World Bank has provided loans for economic 
development projects. The World Bank has three 
components: the International Bank for Reconstruc
tion and Development (IBRD), the International De
velopment Association (IDA), and the International 
Finance Corporation (IFC). The ultimate purpose of 
the Bank is to promote growth in the world's economy 
by making loans for development projects and, to a 
lesser degree, by supplying technical assistance. Mem
bership in the IMF is a prerequisite to World Bank 
membership; administratively the structure of both 
institutions are similar. IBRD loans constitute the 
biggest portions of the bank's activities; most IBRD 
loans have a term of twenty-five years, with repay
ments starting after a five-year grace period. 

The IBRD is the primary arm of the group, while the 
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IDA acts as the group's "soft-loan window" to grant 
loans to lesser developed nations at a lower interest 
rate for a longer term and under more favorable repay
ment terms. The IFC was created to help direct private 
capital into productive investment conditions in de
veloping countries. 

Over the years, the focus of the World Bank gradu
ally shifted from postwar reconstruction to assistance 
to the Third World for economic development pro
jects. There are also regional development banks
the Inter-American Development Bank, the Asian 
Development Bank, and the African Development 
Bank. These are organizationally similar to the World 
Bank's structure, often with an affiliate s imilar to the 
IDA acting as a "soft loan window." 

While these international financial institutions 
have been the principal sources of international lend
ing and the General Agreement on Tariffs and Trade 
(GA TT) has been the principal forum for multina
tional trade negotiations, the United Nations and its 
agencies have also been at the center of international 
economic and political matters. The U .N. and its 
agencies not only served as a channel for technical 
assistance and aid in nation building, but as a primary 
forum for Third World development concerns. With 
the growing demands of the Third World nations, the 
role of many of the U.N. agencies expanded. The 
World Health Organization (WHO), International 
Labor Organization (ILO), Food and Agriculture Or
ganization (FAO), U.N. Educational, .Scientific, and 
Cultural Organization (UNESCO), U.N. Development 
Program (UNDP), U.N. Conference on Trade and De
velopment (UNCT AD), U.N. Industrial Development 
Organization (UNIDO), and others became instru
ments of development and also brought development 
issues into more prominence. The Brandt Commis
sion offered this assessment: "Between the Bretton 
Woods and the United Nations Institutions, each . 
with their own language and assumptions, there 
remained a difference of orientation, and of power. 
The south had majority votes in the General Assem
bly, which gave assurance of passing resolutions; but 
the North's position in the World Bank and IMF gave 
it control over key areas of money and finance ."2 
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The Bretton Woods institutions did take steps to 
accommodate the needs of the Third World. An exam
ple was the establishment of the IDA, with its "soft
lo<1n window." The IMF increased and broadened its 
financial assistance, and GA TT expanded its mem
bership in the Third World and offered favornble 
conditions. But, despite adjustment and adaptation, 
many Third World countries, as well as some Western 
observers, have felt that these institutions have failed 
to reflect s ignificant shifts in international economic 
power and thus have kept Third World countries at a 
disadvantage. 

The international economic system was seriously 
buffeted by the 1973-74 oil crisis. The quadrupling of 
oi l prices provided a severe shock to the world econo
my. (See Chapter 2 for further discussion on this 
subject.) We have experienced a period of "monetary 
schizophrenia" that has resulted in a huge and growi ng 
debt burden among non-oil-exporting Third World 
nations and an equa lly huge capital surplus among 
some of the oi l-exporting Third World countries. 

It seems that everyone wants ch<1nge, but there is 
no agreement on how or what to change. Both the 
industrialized nations and the Third World want a 
stable financial, trade, and political environment. Yet 
what has been characterized as a North-South dia
logue has often been a Southern monologue. Differ
ences rather than possible areas of accommodation 
have been accentuated, with little recognition of the 
growing interdependence. 

At the he<1rt of the global debate the issue is power. 
The Third World nations feel the current order is 
inequitable. The industrialized nations acknowledge 
that problems exist but point to the adaption of 
international institutions to changing circumstances. 

Major differences over the proper approach come 
down to the question of perspective: is the glass half 
full or half empty? Those who believe the glass is half 
full want incremental changes in existing institu
tions. They prefer to deal with problems on a case-by
case basis, avoiding basic structural revisions. Half
empty adherents believe that basic institutional changes 
are necessary, and that small-scale revisions will not 
suffice. Half-empt y proponents want to consider long
term, redistribution issues. 

There are also divisions over the approach to and 
motivation for financial assistance tO the Third World. 
Many Third World nations look upon economic assis
tance as an entitlement, while donor nations tend to 
view such assistance not as an obligation but as a 
contribut ion or investment. Also, Third World n<1-
tions are suspicious of strings that may be attached to 
aid and have ge nerall y favored multilateral over bi
lateral assistance, while donor nations sometimes see 
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bilateral aid as more desirable. 
In this country, proponents of the bilateral approach 

criticize the United States' participation in the multi
lateral financial institutions on several counts. It is 
claimed for example that the institutions are basical
ly redu~dant, in tha; private capital markets have in 
the past readily supplied capital to developing coun
tries with sound economies. However, many see the 
failure of a nation to attract capital flow as a signal 
that market conditions are not favorab le and that those 
countries' domestic financial management needs im
provement. It should be apparent that this criticism is 
flawed in at least two respects: first, there is circularity 
in defining sound economies as those that can attract 
foreign investment because it is the poorer and lesser
developed countries-the neediest cases-that the 
private capital markets discriminate against and that 
need the international institutions to ensure their 
development; and second, that even if there indeed 
existed some degree of redundancy, there is no reason 
for the United States, through its contributions to the 
IMF and World Bank, not to allow multilateralism as 
a supplementary source of development aid. 

A second common criticism is that the multilateral 
agencies block linkage between foreign policy goals; 
that is, recipients of multilateral aid have no reason to 
reciprocate by cooperating with the United States on 
other issues. Opponents of the multilateral approach 
often use as evidence that many recipients of aid via 
the multilateral institutions are anti-Western; the 
most often cited examples are Vietnam, Laos, and -
South Yemen. However, such a view supposes that 
the recipient nations are unaware of the United States' 
contributions to their aid packages, as well as ignorant 
of the voting power superiority of the United States 
and its allies in the multilateral institutions. In fact, it 
is unlikely that recipients of IMF or World Bank 
funds are unaware of the importance of the U.S. role; 
indeed, the United States' contribution to the IDA's 
capital replenishment fund- the fund set aside spe
cifically for the poorer Third World nations
represented 31 percent of th e total, and it is unlikely 
that fact goes unnoticed among the recipients of IDA 
funds. There is no evidence, furthermore, to suggest 
that bilateral aid and decreasing the U.S. role and 
contributions in the multilateral institutions will 
significantly alter Third World political views of the 
United States; indeed, this cou ld create more prob
lems for the U.S. 

A third criticism of the multilateral channels of aid 
is that there is no evidence that multilateral loans 
contribute more to demand for American goods than 
bilateral lending. While it is obvious that the donor 
might well limit a loan to buying needed goods on 



credit from the United States, and so create a demand 
for American goods, it is not clear that doing so 
advances U.S. policy goals. 

The Soviet Union, of course, pursues its own Third 
World aid programs. And the Soviet Union has fol
lowed a policy of extending credits only for Soviet 
equipment to be used in development projects, in 
order to create a market for its goods. Soviet-supported 
projects were often directed to serve Soviet domestic 
needs and provide resources in the recipient countries 
for repayment of credits. Although these projects 
have brought the Soviets some tangible benefits, the 
overall record is decidedly mixed. (A more detailed 
analysis of Soviet aid and involvement in the Third 
World is in Chapter 6.1 The Soviet approach has not 
necessarily produced long-term benefits, as aid recip
ients have in some cases turned elsewhere for t rade 
and assistance when Soviet bilateral projects have 
been completed. 

Proponents of the multilateral approach claim that 
the institutions increase the flow of international 
trade by providing convenient and stable systems of 
currency exchange and by creating and developing 
economic infrastructures to absorb the industrialized 
nations' goods. They may encourage private sector 
participation in capital loan activities, since the pri
vate investors have the security (if not outright guar
antees of their loansl of international supervision of 
the fiscal and monetary policies of the institution's 
members. They also serve to help distribute the risks 
of loans to uncertain borrower nations, thus allowing 
the poorest developing nations to at least plant the 
seeds for their economic development and to develop 
market-oriented economic policies. And perhaps most 
importantly, the international institutions provide 
an opportunity to include the Third World nations in 
the dialogue of international economic policy !though 
they actually have very little policy determination 
powers), thus providing at least a framework for coop
eration and discussion between North and South. 

Probably the major advantage of the bilateral ap
proach is the opportunity to "target" assistance to 
specific nations within a given region in an attempt to 
influence the politics of the region. Especially during 
a time of budget constraints, it may be desirable to 
direct funds to those nations most likely to favor U.S. 
interests. "Targeting" also serves to concentrate the 
aid on such key, "friendly" nations as Israel or Paki
stan in the form of security and military assistance, 
since much of the American interest in those nations 
is strategic. The Reagan Administration placed an 
early emphasis on the targeting aspects of bilateral 
assistance, stressing the value of key, friendly nations 
to influence regional politics. Nevertheless, it is a far 
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leap to assume that bilateral "targeting" can substitute 
completely for multilateral assistance. It should be 
noted that an analysis of multilateral resource flows 
to countries of key importance to the United States 
demonstrates that most of those countries have been 
primary recipients of multilateral assistance. 

It is clear that the foreign assistance program of 
the United States is designed to achieve certain for
eign policy objectives. However, there is no persua
sive evidence to conclude that the "put all the eggs in 
one basket" approach is the best way to accomplish 
our goals. Indeed, fore ign policy setbacks in the sev
enties suggest the contrary; regional stability and U.S. 
interests suffered when South Vietnam fell, and simi
lar results accompanied the Iranian revolution. A 
clear problem with the targeting approach is that if a 
nation on which the United States concentrates sub
stantial resources should undergo major changes, then 
the U.S. finds its efforts unrewarded. Also, overidenti
fication with the United States can cause problems 
for some countries. 

These weaknesses in the bilateral approach ;lre not 
necessarily a justification for continued U.S. commit
ment to the international institutions. That commit
ment has to be evaluated on its own merits. Arguments 
based on historical data attempting to discover a 
correlation between U.S. expenditures for multilateral 
institutions and the success of American foreign 
policy would be of dubious value, since it would be 
too difficult to evaluate the precise impact of such 
assistance. There are cases, however, of certain friend
ly nations that might have been in serious jeopardy 
had it not been for support from the international 
institutions, and the entire burden for aiding these 
countries did not fall on the United States. 

The argument for continued strong participation in 
the multilateral financial institutions rests on a more 
intuitive basis: that it makes sense to engage in coop
erative efforts, and that frequently the recipient na
tions prefer this less-political form of assistance. The 
multilaterals can be an effective channel to meet the 
genuine and compelling needs of developing nations. 
Development assistance can contribute to better liv
ing conditions and an improved economic base within 
the Third World and, in turn, more favorable prospects 
for international stability and cooperation. 

In some cases, from the U.S. standpoint and from 
that of the recipients as well, a bilateral approach may . 
be preferable. Egypt and Israel, for example, are coun
tries which benefit from strong U.S. bilateral commit
ments. Brazil, on the other hand, has sought multilat
eral financial aid, although it was formerly a major 
recipient of U.S. bilateral aid. 

Therefore, we do not suggest that there is no place 



U.S. PolicY and thl' Third World 

for a bilateral economic assistance program- to the 
contrary. However, we believe active participation in 
the multilateral ins tituti ons should be an integral 
pan of U.S. international economic policy. 

However, serious problems face the international 
in stitutions, and some of these must be addressed . 
Incl uded among these problems are the ever-more
insistent demands on their resources. 

The IMF and World Bank would prefer to continue 
operating close to their traditional rol es, with the IMF 
making primarily sh ort-term loans to help developed 
and Third World countri es over international pay
ments problems, and the World Bank concentrating 
on long-term loans to help Third World nations build 
industry and improve agriculture.3 

What is now referred to as the "second oil shock"
the 150 percent rise in oil prices from 1978 to I 980-
combined with the continuing problems of stagnant 
growth and inflation set off alarms at the internation
al financial institutions} Bank and Fund officials have 
expressed great concern about the mounting defi ci ts 
of the Third World. However, both institutions have 
taken steps to increase their roles in the recycling of 
OPEC's mounting surplus back to the countries in 
need- both quantitatively through enlarged lending 
capacity and qualitatively through the use of criteria 
expected to encourage long-term adjustment in devel
oping countries and private-sector lending when pri
vate banks are showing increasing unease. 

A number of studies and organizations have called 
for creation of new international financial institu
tions. For example, the Brandt Commission suggested 
creation of a World Development Fund, with univer
sal membership, in which deci sionmaking would be 
more evenly shared between lenders and borrowers. It 
would supplement existing institutions and diversify 
lending policies and practices. The proposed World 
Development Fund would seek to satisfy unmet needs 
in financing, particularly program lending. Ultimate
ly, the Brandt Commission would see thi s fund serving 
"as a channel for such resources as may be raised on a 
universal and automatic bas is."' 

There are calls for more program lending by the 
World Bank and expa ns ion of the regional banks. 
Merger of GA TT and UNCTAD into a new int l' rna
tional trade o rgan i:a tion has bl'en suMested. 

Mahbub ul Haq would like to see fundamenta l 
change:. in the Breu on Woods instituti ons and has 
called for the IM F, or a wholl y new in stituti on, to 
gradually e,·oh·e into performing the role of an Inter
national Centra l Bank tICBI. The !CB, whi ch would 
include the soc ialist bloc as well, would be "genuine
h· international"" in its management and control. It 
would be a knder of la st resort , to refi nance short-

36 

term debts, provide a "safety net" against unforeseen 
liquidity crises, and play a decisive role in recycling 
financial surpluses in collaborati on with the private 
capital market.6 

While th e establishment of such new institutions 
is an appropriate topic for consideration at meetings 
such as the North-South Summit at Cancun, and the 
not ion of a new Bretton Woods-style conference may 
be appropriate in the future, we believe the first and 
more rea lis tic priority is to s trengthen existing insti
tutions. This is particularly true in view of hesitancy 
about and some opposition with the United States to 
a continuing active U.S. role in the international 
financial ins titutions. We do, however, believe more 
immediate attention should be given to the proposed 
World Bank energy affiliate for handling soft loans for 
energy development. (See Chapter 2.1 

Working together more closely than they have in 
the past, both the IMF and the World Bank have been 
reshapi ng thei r activities to take into account chang
ing needs and realities in international finance. Since 
the 1979-80 oil-price shock, the IMF has greatly en· 
larged Third World access to its lending facilities . 
The decision in March 198 I to increase Saudi Arabia's 
quota in the IMF- making it the sixth largest member 
in terms of quotas-has given the Third World a 
permanent representative on the executive board, 
even though Saudi Arabia is one of the wealthy Third 
Wo rld countries. Loans to developing countries are 
running at record levels. Total commitments in the 
first quarter of 198I were more than $5 billion, re· 
fleeting a substantial increase over past years. 

A country making use of the IMF's resources is 
generally required to carry out an economic policy 
program aimed at achieving a viable balance-of· 
payments position over an appropriate period of time. 
T his requirement, known as "conditionality," reflects 
the principle that balance-of-payments financing and 
adjustments mus t go hand in hand. 

A viable payments position ha!> meant for many 
developing countries a current account deficit that 
can be sustained by capital inflows on terms compati· 
ble wi th the development prospects of the country
without resort to restriction s on trade and payments, 
which wou ld only add to the existing distortions. The 
IMF sees this strateg,· as providing a reorientation of 
the economy towa rd sustained growth and avoiding 
purely deflationary policies that may negatively affect 
inves tment and fai l to encourage the needed shift of 
resources to the external sector.7 

The IMF accepts that conditional ity must be adapted 
to changing circumstances and specific cases. It can
not be a rigid and inflexible set of rules. Although the 
bulk of Fund !endings still involve rigidly monitored 



conditions, the HAF now lends larger amo;.mts for 
longer plril.'ds and avoi::ls what some conc;idered to be 
overdogm.atic insistence on deflationary policies of 
the past. 

Fears have been expressed that the IMF was hcing 
turned into simply another development agency, but 
these fears do not seem warranted. The World Bank 
agencies are playing that role and should continue to 
do so. The increased IMF lending, as the Financial 
Times (London) has noted, should be seen with satis
faction in the industrialized countries. It provides an 
authorized signal that countries are following broadly 
correct policies, and it attracts bank loans that would 
otherwise stay away. It guards against the interna
tional loss of confidence that would result from a big 
Third World loan default.s 

The Third World debt problem remains significant, 
however. IMF Director Jacques de Larosiere refers to 
the surge in Third World indebtedness as a "serious 
element" in the world economy.9 De Larosiere has 
expressed particular concern about two large sub
groups of nonoil Third World countries: a subgroup of 
thirty-eight low-income countries and a subgroup of 
fifty middle-income countries exporting mainly pri
mary products. "A number of countries in these two 
subgroups might be expected to face difficult adjust
ment and financing problems over the medium term. 
In particular, they face the prospect of major increases 
in their external debt-service ratio, even on the as
sumption that they carry out comprehensive pro
grams of adjustment. Without such programs, they 
would soon find themselves in a position where their 
deficits could not be financed."10 Paying off debts now 
takes an average 15 percent of developing countries' 
exports, up from 12. percent in 1973, and de Larosiere 
notes that in some nations the situation is much 
worse and "worrisome indeed."11 

Total debt from Third World nations has been 
estimated as high as $500 billion. Many in the indus
trialized nations tend to view debt acquisition by the 
Third World countries as resulting from waste, mis
management, and genera lly irresponsible econom ic 
policies. While many Third World nations, especially 
those in the middle-income category, have readily 
incurred debt as a means of sustaining grro\\.'ch, it can 
be argued that debt acquisition served a necessary 
function in absorbing excess liquidity in world finan
cial markets. Richard Weinert and others suggest that 
capital reserves created by the OPEC oil price in
creases in 1973 and the response of the OECD nations 
to those increases 1.:reated large surplus reserves.; hese 
excess funds resulted in large growth in the Eurocur
rency market. More money was available for lendi ng.12 

It is not coincidental that debt burdens among 
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LDCs increased so dramatically beginning in 1974. 
There had been a steady Third World demand for 
loans. But it was not until the large Eurodollar sur
pluses in the mid-seventies that the current high 
level of indebtedness began. It takes both a willing 
borrower and a willing lender to create debt. The 
private banks saw an opportunity for loans based on 
recycled Eurodollars, and huge amounts of those Euro
dollars were committed to Third World loans. 

The IMF estimates that $113 billion of OPEC sur
plus funds was transferred to Eurodollar accounts 
between 1974 and 1979.13 The World Bank estimates 
that about two-thirds of the outstanding debt of Third 
World nations is from private sources.14 

The large increases in private lending changed the 
nature of debt as private banks, not international 
agencies, became the major vehicle for recycling funds 
from oil exporters to oil importers. Predictably, how
ever, the erosion of influence of the international 
financial agencies was short-lived because the private 
banks lacked the broader capabilit ies of the interna
tional institutions, even though these institutions 
had less money to lend. The IMF serves as a safety net, 
assuring relative stability and responsibility in world 
financia l affairs. If a member nation defaults or needs 
to reschedule debt, the IMF negotiates the settlement. 
Further, assistance through these agencies is provided 
at lower interest rates and for longer terms than 
private institutions. Although the commercial banks 
have flexibility that the international agencies, with 
their complicated decision processes, lack, the inter
national agencies have much more expertise and are 
better able to play a politically sensitive role. 

In addition to sheer volume, the terms of commer
cial bank loans are considerably different. The Euro
currency interest rates "float" and are tied to the 
LIBOR (London interbank offered rate). Prospective 
borrowers are quoted a spread about the LIBOR based 
on risk to the lender. These floating rates make repay
ment less predictable. Private bank loans are also for 
much shorter terms, usually five to twelve years. 
Repayment with relative speed imposes restrictions 
on LDC's economic development plans. Significant 
gains in economic progress usually only occur over a 
longer time frame, ten or fifteen years. What typically 
happens is that the first loan comes due and a second 
loan "rolls over" the remaining debt at a higher inter
est rate. This practice has increased debt burdens as . 
optimistic development plans frequently do not meet 
goals. 

By absorbing recycled dollars following the oil shock 
of 197 4, LDC debt allowed many industrialized na
tions to continue exporting to markets that would 
have otherwise dried up. Many LDCs were willing to 
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inc:ur debt as a means of st1 mulating economic: growth. 
Most managed debt acquisition reasonabl y well, al
though some c:ountril's tsuc: h as Zaire, Sudan, and 
l'c:ru l needed to resc:hc:duk external commitments. 

The second oil shock of 197~ gave: further impetus 
to a worldwide economic slowdown. The newl y in
dustrialized countries INICs) are the largL'St recipients 
of private hank knding; their growth rates fo r the 
preceding five-year period had remained high. Rut the 
oil price increases, plus the general economic slow
down among their primary market s (the deve loped 
nations!. led to an eventual slowdown in thc:ir growth 
as well. 

When faced with thi s ~lowdown, the balanc:e-of
pa ymcnts probkms of the NI Cs made it difficult to 
meet debt ohlig;1tions. Normally, the IMF, as knderof 
last resort, would negot ia te the tc: rms of a longer
rangL' economic remcdy ;rnd make the necessary loan. 
This position as <l neutral with member countries 
puts IMF in an invaluabk position for these nq~otia
tions, although questions were: rai~c:d about IMF's 
assl'ts relativl' to the si ze: of the debts in volved. 

When comn1L'rci:il banks tried to imposc conditions 
for n:paymcnt . some: nations obkcted, charging inter
ve ntion in the internal affairs of a sovcrcign nation. 
This happened in Peru ;1nd Z;1irL' in 1976." Both Peru 
<Ind Z;1ire rcsc: heduk<l their debt with comml'rc:i;il 
banks after the\' made agreements \\'Ith thL' IM F.1" 

There is irony here. Commercial banks offered to 
loan a volume of money that was probably unprece
den ted. It was easy credit. And many NICs with 
rapidly expanding economies chose to deal with com
mercial banks, even at less-favorable terms, in order 
to avoid what many considered the IMF's harsh terms 
of conditionality. Yet, when the balance-of-payments 
shortfalls result in debt problems, most countries still 
have to deal with the IMF. 

Outside bank credit appears to have contributed to 
the problems in a number of countries- Peru, Turkey, 
Zaire, Jamaica, and probably Bra zi l. " With foreign 
exchange loa ns to support imports, countries could 
ignore export earnings and pursue preferred poli tical 
policies. In Turkey, Peru, and Jamaica, government 
spending initially pumped up demand, but the huge 
budget deficit::. were typica ll y supported by large bor
rowing from the domestic central bank that simply 
flooded the country with mone y and resulted in stag
gering inflation.18 And when these policies began 
collapsing, the countries had even more seri ous prob
lems. Inflat ion was higher, the trade deficit was larger, 
and, furtherm ore, there was a large fo reign debt to be 
serviced. The danger then was that economic insta
bility and political instability would feed on each 
other- Turkey was an example. 
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It would be hardly fair to assign all the blame for 
thi s to the bankers. In most cases other problems were 
involved: Peru suffered a severe drop-off in its coastal 
fi sheries; Turkey, hit hard by oil prices, saw a drama
ti c drop in remittances from Turkish workers in 
Europe, as a result of the European slowdown; Jamaica 
was hurt by the drop in tourism revenues resulting 
from the U.S. recession. (In 1980, Peru returned to 
democratic government after twelve years of military 
rule. Although still facing serious economic problems, 
adherence to the IMF stabilization program and a 
boom in mineral prices have grea tl y improved the 
economic prospects.) 

In man y respects, acquisition of debt by the LDCs 
in the mid-seventies filled an international economic 
need. Otherwise, "in the absence of willing debtors, 
and with all countries striving for exports to pay for 
oi l, the consequences easil y could have rivaled those 
of the Great Depression."19 

The mention of the Great Depression brings us 
back to the original predictions of debt as a harbinger 
of financial collapse or, at the other pole, a necessary 
evil. It is hard to predict what the end result of 
increasing debt will be. But, based on the need for 
continued economic growth in the T hird World, debt 
will almost certainly continue to be a fact of life in 
international economic affairs. 

As a result of these experiences, many private banks 
have become strong advocates of expanded roles for 
the IMF and World Bank. Not only have the banks 
learned a grea t deal since 1973-74, they also have 
large outstanding debts to protect. As Robert J. Samuel
son has written, "Unable to impose discipline them
se lves, they see the IMF (and, to a lesser extent, the 
World Bankl doing the job for them."20 

A major considerati on in relati on to the future role 
of the international institutions is that official devel
opment ass istance allocations have to compete for 
increasingly scarce budget resources in many coun· 
tries. But it seems clear that the IMF and World Bank 
must play an important role. 

As noted earlier, the international financial institu
tions have assembled impressive expertise to deal 
with these issues. They have the largest concentra
tion of specialists on the world economy and on devel
opments in individua l countries. They have regular 
reporting channels nnd access to needed statistical 
information. The World Bank's staff includes a large 
number of technical experts. The IMF's professional 
staff is now 30 percent American, 30 percent Euro
pean, and 40 percent from the rest of the world. But, 
despite that diversity, the inst itutions are still seen 
by many in the Third World as unduly dominated by 
the United States and by Western economic interests. 



And, as has been pointed out, the institutions have 
taken steps to be more responsive to the needs of the 
Third World and to changing international condi
tions while retaining a sound, conservative financial 
and policy base. 

One important recent step has been the participa
tion of the People's Republic of China in the interna
tional institutions. This brings the world's largest 
nation, with roughly l billion people, into this inter
national cooperative framework. 

As IMF Managing Director de Larosiere said, "For -
many countries, new financing is needed not to bridge 
a short-term adverse swing in their balance but to 
allow time for structural adjustment in their econo
mies to take place. Borrowing countries need to divert 
resources from consumption to investment and to 
address urgently the problems of conserving energy 
and of diversifying their energy sources."21 

Efforts are proceeding for the establishment of the 
UNCT AD Common Fund, which will need sufficient 
financial resources to enable the formation of effec
tive and lasting international commodity agreements 
IICAsl that would stabilize prices at remunerative 
levels for producers. 

The International Fund for Agricultural Develop
ment IIFAD) was established in 1977, with initial 
resources of SI billion, most of which were committed 
to help finance food production and rural develop
ment projects in sixty-nine developing countries. 
IFAD's lending program for 1981-83 will provide $1 .5 
billion for such projects. The OECD countries are 
contributing $650 million toward replenishment of 
the IFAO's resources, and the OPEC countries are 
being asked to make a large contribution as we11.22 

The future role of the international institutions, 
particularly in terms of lending to Third World coun
tries, depends heavil y on world trade growth and on 
the ahility of those countries to participate in expanded 
trade. With increased exports, Third World countries 
can earn the foreign exchange necessary for debt
service repayment and justify more borrowing for 
investment. Therefore, access to markets in the in
dustrialized countries is essential for the T hird World. 
Depressed export markets or the spread of protection
ism could result in more and more debt difficulties for 
the Third World. 

In recent years, uncertain signals have come from 
the United States in regard to international financial 
institutions. Congress, which has faced severe budget 
constraints, has cast a wary eye toward the multilat
erals. The long-term position of the Reagan Admini
stration is not yet clear. Given the increasing role the 
IMF and World Bank agencies are being asked to play, 
and the importance of that role, continuation of strong 
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U.S. support is critical. 
Secretary Haig has said, "We intend to meet our 

exist ing obligation to these institutions."13 But, Haig 
adds that at the same time the U.S. will move toward a 
greater emphasis on bilateral rather than multilateral 
assistance. 

Haig acknowledged two important functions of the 
multilateral institutions: 

- They mobilize additional capital from other do
nors for economic progress in developing na
tions, nations that are important to U.S. security 
and economic interests. 

- They foster increasing efficiency in the interna
tional economic system by encouraging devel
oping countries to adopt Western, market
oriented development policies that improve 
productivity. 

The Administration has initiated a major study to 
examine the entire question of whether these multi
nationals are serving U.S. interests and those of the 
T hird World. We believe that an objective analysis· 
will point up the value of a prudent commitment to 
both multilateral and bilateral assistance. The rea
sons cited by Haig form a part of the rationale for such 
a multilateral commitment. 

It is all too often overlooked- in both bilateral and 
multilateral programs- that a large portion of U.S. aid 
returns to this country in the form of contracts for 
such projects as hydroelectric power stations or food 
processing plants. But these international programs do 
not have a ready constituency within Congress. Sec
retary of the T reasury Donald T. Regan recently 
reminded Congress "that the U.S. business communi
ty gets $960 million worth of contracts a year from 
multilateral lending agencies."24 

Regan, like Haig, points out that the largest recip
ients of IDA and World Bank funds are strategically 
important to the United States. Large World Bank 
recipients have defense relationships with the U.S. 
and are prone to Soviet expansionary ambitions. Some 
are situated around the rim of the Indian Ocean, one 
of this country's main areas of concern. 

The fournal of Commerce finds it ironic that it has 
been customary for some in Congress to "ritually lash 
out at the multilateral lending agencies." As the jour
nal editorialized, "What is undeniable is that the 
World Bank and IDA have made life a lot easier for 
U.S. investment in developing countries."2s 

U.S. funding for the replenishment for the IDA was 
questioned. But from a purely pragmatic business 
viewpoint, there is clear benefit in IDA support. One
fourth of IDA loans finance energy projects, and U.S. 
oil companies have said that they consider World 
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Bank programs not competitive with but complemen
tary to their own investments. By improving human 
development in education and health, the IDA contri-
11tttcs to upgrading the performance of the work force 
with with U.S. concerns deal. And, of course, IDA and 
the World Bank directly support U.S. exports. 

There an: strong reasons for the United States and 
other industrialized countries to work together with 
the Third World in strengthening the international 
institutions and not allowing them to become bogged 
down in ideological disputes. Sound monetary and 
fiscal policies, which the IMF and World Bank arc 
well positioned to implement and influence, can con-
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S United States Development Assistance 

"Foreign aid" remains much maligned and mis
understood within the current American political 
context. 

In recent years, U.S. foreign aid has generally been 
divided into two broad categories: security assistance 
and development assistance. Security assistance has 
come to be increasingly dominant. For fiscal year 
1982, the Reagan Administration proposed $6.87 bil
lion for security assistance 1$4.27 billion in budget 
authority), 1.9 billion for development assistance, and 
appropriations of $1.48 billion for multilateral devel
opment bank subscriptions and contributions. 1 

This chapter will concentrate on U.S. bilateral 
development assistance, primarily economic, food, 
and humanitarian assistance. Security assistance is 
discussed in the following chapter, and the U.S. role in 
the international institutions is considered in Chap
ter 4. jFood aid and agricultural programs are also dealt 
with elsewhere.) 

Although security assistance is categorized sepa
rately, it can be strongly contended that almost all 
U.S. assitance is "security" assistance. We need to 
broaden our notion of what constitutes security assis
tance. Defining U.S. security only in military terms 
obscures the importance of nonmilitary means of 
promoting U.S. interests through assisting economic 
growth and international stability. 

President Harry Truman's statement in 194 7 is 
worth recalling. He said, ''The seeds of totalitarian 
regimes are nurtured by misery and want. They spread 
and grow in the evil soil of poverty and strife. They 
reach their full growth when hope of a people for a 
better life has died."2 

Foreign aid appropriations have often received low
priority treatment by the Congress. For fiscal years 
1980 and 81 Congress failed even to enact foreign 
aid appropriations bills. !Programs operated under 
"continuing resolutions.") As Secretary Haig said, 
"This has caused us substantial difficulties. We 
have been forced to neglect vital aspects of our 
assistance programs; U.S. foreign policy interests have 
been undermined."3 Chairman Charles Percy of the 
Senate Foreign Relations Committee recently pointed 
out that the foreign assistance portion of the federal 
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budget has declined from around 7 percent during the 
Eisenhower years to about 1.4 percent proposed under 
President Reagan.4 

While foreign aid is an easy and popular target for 
political critics, if the United States is to play the 
leadership role in the world, which most Americans 
seem to favor, then an adequate aid program is an 
essential tool for the conduct of U.S. foreign policy. 
As Chairman Percy and others have pointed out, at a 
time when American citizens are being asked to un
dertake sharp reductions in a number of domestic 
programs, there is a strong temptation to reduce for
eign assistance still further.s 

Beginning with the post-World War II Marshall 
Plan, the United States set the pattern and the pace for 
foreign aid programs. The Marshall Plan focused pri
marily on Europe, and it was highly successful in 
helping to reconstruct Europe and to frustrate com
munist aspirations. It was also a magnanimous hu
manitarian effort. It has been suggested that the 
Marshall Plan's success, in contrast to many subse
quent aid programs in the Third World, was because 
the task was clearly limited and defined, the volume 
of available aid was very large, and postwar Europe, 
even though badly damaged, already had the basis for 
a modern economy. 

The Marshall Plan was followed by President Tru
man's Point Four Program, which included technical 
assitance on a modest scale to allied and other coun
tries. (The name "Point Four" was given to the program 
because the proposal to assist less-developed areas 
was the fourth major point in President Truman's 
January 1949 inaugural address.) Two agencies-the 
Economic Cooperation Administration and the Tech
nical Cooperation Administration (TCA)-were estab
lished. A major focus of these programs was on Asia. 
In 1951, several programs were incorporated into the 
Mutual Security Agency, which was primarily con- . 
cerned with completion of the Marshall Plan and the 
beginning of military aid to U.S. allies in Europe and 
Asia. The TCA remained responsible for technical 
assitance and economic development programs, but 
under the direction of the Director for Mutual Security. 

The Mutual Security Agency ultimately gave way 
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to the International Cooperation Administration and 
then the Agency for International Development (AID). 
More recently, the International Development Coop· 
eration Agency (IDCA) was established as an umbrella 
organization to oversee and formulate an overall 
bilateral-multilateral development strategy. 

The 195 I Mutual Security Act marked the begin
ning of an economic aid program which, in essence, 
has continued up to the present time. The budget 
category now known as the Economic Support Fund 
[ESF) began as "Economic Support for Defense" in the 
act. The program has been called Defense Supporting 
Assistance or Security Supporting Assistance. The 
Economic Support Fund was authorized by the 1978 
International Security Assistance Act. The Economic 
Support Fund is supposed to be used only for economic 
assistance, rather than the broader military-related 
purposes of the earlier program. The 1978 amend
ments were intended to make the Economic Support 
Fund more clearly economic aid rather than the pre· 
vious combination of economic and military aid. 

In the early 1960s, the number of independent 
nations in the Third World significantly increased, 
and these nations were concerned with the quest for 
economic and social progress. The Soviet Union was 
beginning to compete with the United States as an aid 
donor, particularly in India and Egypt, which caused 
the rules of the game to shift. Nations that once allied 
themselves with the United States as a precondition 
of aid now had a choice, and even enjoyed the luxury 
of playing one donor off against the other without 
making political commitments. As a result of this 
Soviet-American competition, aid became a tool with 
which to bid for the favor of nations not yet com
mitted. Consequently, aid became Jess effective as a 
method for the United States to achieve immediate 
fo reign policy objectives. 

American aid policies were then designed to pro
vide economic growth and politcal stability to the 
emergent Third world nations "while integrating them 
into a 'democratic' and free-enterprise oriented world 
order."<• This transformation of one element of U.S. aid 
from a political instrument of the cold war to a 
development program created major problems- many 
of which remain unresolved today. 

One major impact of this new development aid was 
the diffusion of aid to a wide range of LDCs, which 
resulted in the problem of formulating criteria to 
allocate o.1id to particular countries. This, in turn, 
meant that the management of aid policy became 
even more complex. 

The current relationship between the Third World 
and the United States is considerably different than 

42 

when the U.S. aid program began. The Third World 
demands for a new international economic order and 
the efforts of the Group of 77 to advocate Third World 
views have created a much more complex interna· 
tional environment. And the U.S.-Soviet competition 
has become interwoven into this new relationship 
with the Third World. 

Along the way, Congress has sharply questioned 
the aid program. Reasons for the congressional skep· 
ticism have included the confusion over the political 
impact of aid and the ambiguity of the states of 
economic development in the Third World. Was de
velopment aid successful as a long-term strategy for 
the containment of communism? Should economic 
aid focus on developing states where a relatively calm 
politcal atmosphere created the potential for stable 
development, even if no political factors warranted 
such aid? A significant reason for the congressional 
reluctance to support foreign aid has been "the over
selling of aid by successive administrations as a means 
of assuring desired behavior by client governments."1 

In 1956 a Senate resolution set up the Special Com· 
mittee to Study the Foreign Aid Program. The com· 
mittec was composed of members of the Foreign 
Relations Committee, plus the chairmen and the 
ranking minority members of the Senate Armed Ser
vices and Appropriations Committee. As part of this 
effort to examine the objectives of foreign aid, a study 
was done at the Center for International Studies of the 
Massachusetts Institute of Technology called "The 
Objectives of U.S. Economic Assistance Programs." 
Published by the committee in 1957, the report, re· 
ferred to as the Milliken-Rostow study,8 established 
the intellectual foundations that served as the ra
tionale for U.S. development assistance. That justifi· 
cation, to some extent, is still used today.9 

The study argued that a policy of deterrence against 
the Soviet military threat is not of itself adequate to 
achieve the kind of world environment favorable to 
the Un ited States. The MIT study states that con· 
tainment requires more than a sustained demonstra
tion that the Western all ies can and will prevent a 
Soviet takeover of border areas. Containment falls 
short by not recognizing that the urgent search of the 
newly emerging countries for solutions to their prob
lems offers an opportunity for positive American 
action beyond containment. That study suggested 
that a sustained program of U.S. economic assistanct: 
could help lcss-devl:loped countries create the condi· 
tions for self-sustaining economic growth and this 
would materially reduce the danger of future confl ict 
by aggressive minor powers. 

President Kennedy, in his 1961 inaugural address, 



pledged to help the poor countries of the world "not 
because the Communists are doing it, but because it 
was right." The 1961 Foreign Assistance Act con
tinued and expanded this rationale for development 
assistance, and, in fact, there was less attention de
voted to expressions of concern over communist ac· 
tivities in t he Third World. 

In the 1970s, there was a mandated shift from the 
emphasis on maximizing economic growth and in
dustrialization in bilateral development assistance 
toward a focus on critical development problems 
affecting the lives of the majority of the population in 
the developing countries. This policy was embodied 
in the 1973 Foreign Assistance Act with its mandate 
for "New I )ircctions." 

In its report on the legislation, the Senate Foreign 
Relations Committee noted that the bill was designed 
to significant! y redi rect existing U.S. economic aid 
programs and priorities. The committee reiterated its 
desire to s~e the United States increase its reliance on 
multilateral lending and development assistance in
stitutions. In the meantime, "The committee had 
undertaken to refocus U.S. bilateral aid efforts more 
sharply on the problems of the world's poor."10 Bilater
al development was to be concentrated more directly 
on problem solvi ng, with less emphasis placed on 
large-scale capital projects and general purpose re
source transfers. Funds in the bill were to be allocated 
specifically to those functional categories reflecti ng 
the most common and pervasive development prob
lems: food production; rural development and nutri
tion; population planning and health; and eduction, 
public administration, and human resources develop
ment. 

When the bill was debated in the Senate, Senator 
Hubert Humphrey, floor manager for the bill, said the 
reason for the change in the thrust of fon.:ign assis
tance was to try to emphasize those programs admin
istered by AID which would be of the greatest imme
diate benefit to the millions of people in underdevel
oped countries who were the least well off.11 

In practice, this reorientation of foreign aid has 
been difficult to implement. Political factors and 
foreign policy exigencies militate in favor of assis
tance to countries in the Middle East, fo r example. 
The poorest countries normally lack the political 
clout or the international profile to receive substan
tial U.S. assistance. 

An extensive review by the Library of Congress of 
U.S. bilateral economic and food aid revealed wide 
variations in the distribution of U.S. foreign aid over 
the last thirty years. There have been very few coun
tries that have received economic aid for the entire 
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period. And, as U.S. foreign and domestic policy goals 
have changed, so have the country programs, and the 
amounts of the programs.12 Aid programs have had a 
variety of purposes: general economic development; 
stabilization of economic or political systems of re
cipient countries; weaning a country away from a 
close relationship with the Soviet Union; helping U.S. 
farmers sell surplus agricultural commodities; and 
helping increase U.S. influence in a target country. 

The use of economic support funds and security
supporting assistance in recent years has been direc
ted toward a few countries of extreme importance to 
the United States, especially Israel and Egypt. Inter
estingly, Pub. L. 480, the Food for Peace Program (see 
Chapter 3), was "at least until the Congressional re
strictions of 1975, often used as a tool to support 
general U.S. foreign policy goals more directly than 
parts of the economic aid program."13 

Elsewhere we have discussed the issue of "food as a 
weapon." There is continuing debate about the effica
cy of using other forms of aid for political ends. The 
Congressional skepticism about the political impact 
of aid has already been noted. 

According to the recent Library of Congress Con
gressional Research Service Study, "In almost all in· 
stances- Public Law 480 aid to India in the 1960s is a 
significant exception- the actual impact of U.S. aid 
on the overall host country economy is low. This is 
clearly the case with the many small programs that 
the United States has operated in Africa and Latin 
America. Thus, the only realistic goals for the pro
gram today-seen in isolation-are strictly limited to 
some margi nal and specific incremental develop· 
ment."14 

The Library of Congress study concludes that in the 
recent past U.S. bilate ral development assistance has 
been increasingly insulated from political and secur
ity considerations- a conclusion that might be the 
subject of contention. The Congressional Research 
Service (CRS) report does acknowledge that an argu
ment could be made that the growth of the Econom
ic Support Fund in the recent past runs counter to 
the thesis that U.S. bilateral aid is increasingly insu
lated from great power concerns. The substantial 
sums being provided through this rather heavily po
litical program are an indication that the U.S. aid 
program maintains the capability to provide econom
ic aid for both political and developmental purposes._ 
But, according to the CRS, because of the nature of the 
programs that are now required as a result of the 
Congressional "New Directions" policies, the questions 
surrounding the provision of development aid have 
mainly become questions of efficiency. This analysis 
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also contends. howe\·er. that while relatiHly "insu · 
lated" from political and securit\· goals. the impact of 
the New Directions program on recipient country 
economics and political structures can be potentially 
destabili:ing.l' 

According to this disputed \·iew. the New Direc· 
tions programs require a reorientation of host country 
resources to the largest . least productive. potentially 
most rnlatile group: the poor. As the CRS notes. 
"Whether it is possible for an existing government 
simultaneous)\' to carry out a New Direction-style 
de\·elopment program serioush·, promote sufficient 
economic growth. and maintain adequate political 
stabilit\' is probl ematic."1£-

Cenainl\'. an "insulated" economic aid program has 
been a ~oal of the ··de\'elopment community" and 
fa\·ored bY \·arious academic studies and commis
sions on foreign aid. If there \,·ere clear moves to make 
such aid more of an instrument of security policY. in 
the current situation there would most assuredly be 
strong diplomatic and political opposition. Wide
spread expectations on the part of recipient countries 
ha\·e been created. and attempts to tie the pro\'i sion of 
de\·elopment aid to ocher than "de\·elopment" criteria 
would almost certain)\' meet with opposition not 
only in the Third World but domestically and in the 
\·arious international fora. 

A proposed aid program for Pakistan may pro\'e to 
be an interesting case stud\' of the future direction of 
political and securit\' considerations in U.S. assis
tance. The Reagan Admini stration has discussed a 
fi\'e·year $2 billion aid package for Pakistan-primarily 
for security purposes. The United Sta tes and Paki stan 
ha\·e had a stormy relation ship. A proposed S.+00 
mi llion aid package from the Carter Administration 
was reiected b\' Pakistani officials as "peanuts." and , in 
any case. Pakistan might ha\'e run afoul of restric
tions because of its \,·ork toward producing a nuclear 
bomb and its undi stinguished record on human right . 

Occasionalh·. but not often . according to Charles 
W. Ma\'nes and Richard Ullman. aid from externa l 
sources can so affect a ranicular goYernment's calcu 
lus of incentiws and disincentives as to cause sharp 
departu res from pre\·ious pohcks. More usuall\' , aid 
programs make it easier for go\·emments to do what 
the,· would ha\'e been inclined to do in an,· e\·ent. had 
the\· had the re sources. In man\· instances . those 
actions ,,·ill be consonant \,·ith U.S. int erests.1• 

And . as Marnes and Ullman point out . as long as 
aid programs are of more than token dimensions. suc h 
programs create a nen,·ork of relations between donor 
and recirient in\\ hich frank confidential communi 
cation is ro:.:.ible. The\' en ure that Washington's 
de,,·s ,,·ill ha,·e a serious hearing. The\' make the 

United States an actor in a regional setting. The 
recipient government may decide to reject U.S. advice, 
but it will not normally reject it out of hand. There are 
Third World countries that , for geopolitical reasons, 
are important to the United States, but for which the 
U.S.- because it is not present in any concrete sense
is relatively unimportant. Aid equa lizes the balance.18 

Because of "congressional whittling away at the aid 
budget and the insistence of successive administra
tions on concentrat ing remaining funds so narrowly," 
the United States has, according to Maynes and Ull
man, deprived itself of its long suit-"the magnetic 
attraction of the American economy."19 In recent 
\'ears. largely lacking economic carrots, American 
policymakers haw been increasingly driven to sticks
the economic sanctions imposed against Iran and the 
So\·iet Union. 

The Reagan Administration has initiated efforts to 
increase the in\'olvement of the American agricul
tural, manufacturing, and financial sectors in invest
ment and advisory activiti es in various Third World 
countries. M. Peter McPherson , administrator of AID, 
said, .. We h~l\·e definite evidence of the importance of 
deYeloping countries to the U.S. economy." He com
ments, 'The importance to the United States of a 
strong, broad-based foreign assistance program has 
long been recognized. The program is important to 
ou r overall national security interests. It is also im
portant because of the impact foreign assistance to 
dew loping countries has on our own economy and on 
the well-being of our people."10 

McPherson hopes to see AID play a catalytic role in 
stimulating economic development by encouraging 
rrivatc L'ntcrprise and private initiative. He wants to 
fac ilitate the transfer of technology and managerial 
expertise from the U.S. private sector to sma ll - and 
medium-si:ed agro·industry. 

Hollis B. Chenery, vice president of the World 
Bank. call:, forL·ign aid "the central component of 
world development." He notes that the poorest coun· 
tries, e \·en bdore the oil crisis, were dependent on a 
long·term inflow of capital and that the United States, 
until ten ,·ea rs ago, was the leader in supplying them. 
He said, "It has jsince) been lagging behind. Contribu 
ting to carnal formation , technical assistance, trans
fa of technolog\· to the lea:-t·developed countries is 
L'~sential. whether \'Our goals are purelv economic or 
political or security ohiective~."11 · ' 

Senator Alan Cranston calls aid "a very important 
instrument of foreign and defense policies." Cranston 
notes that the Soviets, "with their Cuban and Viet
namese sa tellites," find their greatest targets of oppor· 
tunity in lands of great poverty. As we help reduce 
those problems, we lessen the opportunity for the 



Soviets. Further, says Cranston, aid serves to reduce 
conditions that threaten stability on a worldwide 
scale-poverty, hunger, disease. "We can't expect to 
live on our continental island in serenity, unchal
lenged, with the turmoil not reaching us."22 

And Cranston recognizes the importance-which 
we have consistently pointed out in this report- of 
aid in helping to develop U.S. markets and in contri
buting to the U.S. economy. He says, "A substantial 
proportion of aid is used to purchase American goods, 
grain, medical supplies, providing job opportunities 
and profit opportunities for Americans."23 

Edward J. Feulner, Jr., president of the Heritage 
Foundation, wants to see substantial increases in the 
trade development program and a greater reliance on 
voluntary organizations to aid the poorest countries. 
He feels that foreign aid too often encourages wrong 
attitudes in the Third World. It tends to be from 
government to government. He says, "Government
to-govemment aid in the food area has led to decreas
ing local food production. Government transfers of 
technology have built up local government at the 
expense of the private sector."24 

Feulner believes in a bilateral foreign assistance 
program "in terms of our foreign policy objectives." He 
would not abolish bilateral aid but would "reform it 
and make it a tool ofourforeign policy, promoting our 
interests."25 

Clearly, bilateral assistance is a tool of our foreign 
policy. Some would like: to see it used in a more overt 
fashion; others feel that a more subtle touch is re
quired, that the best long-term results will derive 
from a balanced program designed to meet genuine 
Third World needs. Such an approach, it is argued, is 
where the real interests of the United States lie. But, it 
is clear that to enjoy broad support in the Congress 
and in the United States, an aid program needs to be 
perceived as efficient and effective. 

Proponents of an effective foreign aid program 
should focus their recommendations on two areas. 
First, the design, implementation, and coordination of 
aid programs must be improved so that maximum 
benefits are received from each dollar spent. Second, 
an educational program should be undertaken so as to 
heighten public understanding that, ultimately, for
eign assistance can be both economically and politi· 
cally profitable for the United States. This task is 
admittedly difficult, but it is necessary if the United 
States is to effectively aid the developing world. 

One requirement of the "New Directions" policy 
was the increased coordination within and among all 
aid programs, and between these development pro
grams and overall U.S. foreign policy. This focus on a 
cooperative approach should also help to make aid 
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programs more cost effective. Following are several 
recommendations that should help synchronize aid 
programs and policy objectives. 

Recently, AID has made significant progress in 
improving the quality of assistance by moving from 
the too narrow "project" approach to the more com pre· 
hensive "program" approach. But more can be done in 
this area. This strategy requires that aid allocation 
decisions be based on the overall development situa
tion of the recipient rather than simply on an indi
vidual project basis. It also requires that the develop· 
ment package consider the priorities and prospects of 
the recipient countries as a whole. Furthermore, 
forward-looking decisions must be made about the 
amount of aid money the donor is willing to spend in a 
country or region, and the whole of the various aid 
activities the recipient can expect. An improved ap
plication of this approach, coupled with the resultant 
integration of capital and technical assistance, should 
contribute to improved results from aid programs. 

Because U.S. development assistance is channeled 
through several programs (including the Economic 
Support Fund, the Food for Peace program, and the 
Peace Corps ) and many private voluntary organiza
tions, and because each of these programs has unique 
objectives, there is greater need for coordination to 
assure consistency of policy and efficient use of pro· 
gram funds. This oversight procedure will also serve 
to highlight a country's development needs, problems, 
and priorities, which, in tum, will provide useful 
feedback for shaping U.S. aid policies toward that 
country. The appropriate geographic distribution of 
aid, the relative emphasis on project and program aid, 
and the need for local cost financing are all factors 
that can be best determined by a coordinating agency. 

In addition, this cooperative approach would en
courage the effective integration of AID and Peace 
Corps programs. The current lack of cooperation re
sults in the inefficient use of the diverse resources 
held by these agencies. For example, the Agency for 
International Development spends considerable mon
ey to hire consultants, both U.S. citizens and local 
nationals, to implement AID projects. At the same 
time, part of the "Peace Corps problem" is that many 
volunteers believe that their work assignments are 
irrelevant and/ or counterproductive. Why, then, can't 
the Peace Corps assist in more AID programs? This 
economizing approach would not only reduce consul-. 
tants' fees and more efficiently utilize the volunteers' 
talents, it would also ensure a coordinated effort that 
would improve overall development assistance. 

Another recommendation that would encourage 
more consistent and effective policy involves long
term approach toward development. Although this is 
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admittedly difficult under our political system, both 
donor and recipients would benefit from having at 
least a general idea of the size and nature of aid that 
can be expected over several years in the future. · 
Short-term planning can lead to inefficient allocation 
of resources and inadequate approaches to long-term 
problems. Moreover, systematic s trategies, which re· 
quire long-term planning horizons, are necessa ry if 
aid programs are to successfully attack many of the 
structural problems in agriculture, rural development, 
and education. It is also evident that advanced know· 
ledge of the general level of future aid will facilitate 
effective spacing of programs and careful project pre
paration. 

Because a dynamic private sector is usually neces
sary for rapid economic growth and development in 
LDCs, U.S. development practices should strive to 
increase the use of private funding and technology 
transfers. Private industry and universities have much 
to give and much to gain through a sharing of know
ledge and resources. Their technical assistance can 
s trengthen financial infrastructures-banks, insur
ance companies, and savings and loan organizations. 
There is a direct correlation between a nation's finan
cial infrastructure and its ability to develop. In addi
tion, educational and cultural exchange programs 
between nations and institutions can be expanded. 
Besides the technical assistance this provides, these 
are important forms of communication between U.S. 
and Third World peoples. Private enterprise must be 
seen as part of the whole effort necessary to effective· 
ly assist developing nations. 

Finally, it is critical that more effort be made to 
evaluate the efficiency and efficacy of aid programs. 
Normally, regular assessments conducted by AID are 
financial audits to determine if AID dollars are being 
channeled through the appropriate sources. General· 
ly, AID does not conduct sufficient program reviews 
to discover if the project is effective-that is, whether 
the program's proposed benefits are reaching those 
people targeted under the project objectives. Certain· 
ly, program appraisal is required if we are to maximize 
the value of U.S. assistance to developing nations. 

It will be a much more difficult task to help Ameri
cans understand that economic growth in developing 
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nations is in our short- and long-term interests and 
that this growth will bring economic, strategic, politi· 
cal, and humanitarian benefits to the United States. 
U.S. public opinion has often been critical of foreign 
assistance. The highly inegalitarian class structure of 
many LDCs has caused Americans to doubt that aid 
was reaching the poor. In addition, the media have 
given much publicity to cases of waste, corruption, 
and extravagance. 

There is no doubt that the use of aid can and should 
be more effective. At the same time, it is imperative 
that Americans recognize that the overwhelming pro· 
portion of aid money is usefully spent on the purposes 
for which it is intended- and that this assistance has 
already done much to diminish hardships in low
income countries and to help them provide a basis for 
progress in rural development, health, and education. 
Americans must understand that, for the poorest 
countries, aid is vital. 

The American people also need to understand that 
the problems of America arc the problems of the 
world- that our most pressing problems are global in 
nature and, therefore, requi re international coopera
tion and growth. Furthermore, as noted previously, a 
substantial portion of aid is used to purchase U.S. 
agricultural products and manufactured goods. These 
purchases, in turn, provide employment opportuni
ties and economic return for Americans. And we have 
also noted the steadily increasing importance of the 
Third World as a U.S. export market and as a source 
for critical raw materials. 

It is apparent, then, that we have a considerable 
sta ke in international economic stability and in fos
tering improved economic conditions worldwide. It is 
also apparent that development assistance is not pri
marily a philanthropic activity, despite the humani 
tarian efforts to eradicate such tragic conditions as 
hunger and disease. 

The difficulty of informing and educating the Ameri
can public on these issues should not be underesti
mated, but the task is essential if this country is to 
reap both the tangible and intangible benefits an 
effective aid program can provide. In short, it is clearly 
in the U.S. interest to assist in the development of 
Third World nations. 
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6 United States Security Interests and 
the Third World 

United States security interests are a major factor 
in shaping our perspective of and relations with the 
nations of the Third World. The United States has a 
broad range of interests in the Third World, as has 
been emphasized in other sections of this report. 
These include geo-political interests, economic in
terests, dependency on Third World nations for key 
raw materials and resources, and the U.S. interest in 
helping to build and maintain a stable international 
environment, a central ingredient of which is steady 
economic and social development in the Third World. 

In the Third World the United States confronts a 
variety of forces: the active role of the Soviet Union 
and, in some cases, its allies or surrogates; the genuine 
and powerful drive of nationalism in theThird World, 
a force sometimes manipulated for dubious political 
purposes, and, as discussed elsewhere in this report, 
the strong tide of Third World sentiment pushing for 
a greater international voice and a new international 
economic order. 

At some points U.S. and Third World interests 
coincide. At some points U.S. and Soviet interests 
conflict. And, in almost all cases, the U.S. approach 
requires a deft touch and needs to be governed by an 
understanding of and appreciation for the interests, 
needs, and aspirations of the Third World. 

It is essential to understand that the security in
terests of the United States cannot be defined strictl y 
in military terms. Access to raw materials and energy 
sources is vital to U.S. national security. And econom
ic and social development in the Third World and the 
building of a stable international environment, em
phasized elsewhere in this report, are very much 
related to long-term U.S. security interests. Therefore, 
in a sense, all U.S. international programs and policies 
should be seen as security related. 

Most recent attention has not been directed to the 
positive aspects of encouraging Third World develop
ment for purposes of building a more stable and 
ultimately more secure international order; instead, 
the focus has been on countering Soviet activities or 
the perceived threat of Soviet involvement. It would 
certainly be foolhardy to overlook the Soviet role in 
the Third World. But at the same time, it is mistaken 
to suggest, as some do, that virtually all the problems 
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and all the unrest in the Third World are attributable 
to the Soviets. To accept this claim is to dangerously 
deceive ourselves. We need to better understand the 
causes of instability, conflict, and antagonism in the 
Third World, many of which relate to the slow pace of 
economic progress and to basic problems of hunger, 
unemployment, and impoverished living conditions. 
Indeed, there are conditions that can make a country 
or region ripe for exploitation by the Soviets or other 
outside elements. The Soviets can be expected to 
continue efforts to take advantage of such opportuni
ties and to exploit discontent and dissatisfaction. 

We also need to come to terms with nationalism in 
the Third World. Nationalism is a strong force in our 
own country, but we have never fully accepted or 
appreciated it in others. It is a force that runs strong in 
many Third World countries, particularly those which 
have long been under outside dominance. It is also a 
force that, when combined with political immaturity, 
and subjected to demogogic manipulation, can badly 
misserve the interests of Third World nations. But 
often it serves as a rallying point for national aspira
tions and strongly influences a country's outlook on 
the world. 

We need to be aware of the damage that can be done 
to our own interests by referring, for example, to 
Central America as our "backyard" and suggesting 
that the United States will not tolerate any outside 
interference in "our own backyard." This sort of pro
prietary or paternalistic attitude builds resentment 
throughout the Latin American region and undercuts 
our own purposes and, yes, our own security interests. 

With the spread of military capabilities around the 
world, the international security system has become 
more diffuse and decentralized. The Third World 
figures into a variety of security areas, spanning arms 
trade, "economic warfare with a strategic dimension," 
terrorist and counterterrorist activity, strategic bas
ing access, and arms control. 1 There is every reason to · 
suppose that the Third World will not long be content 
to have a strategic policy made by others with them as 
pawns but will maneuver for an active role in meeting 
their own strategic needs. 

We believe that high priority should be given to 
increasing international stability through economic 
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growth, stimulated by trade, rather than putting a 
heavy emphasis on arms assistance, particularly in 
areas of potential localized conflict. It is in the areas 
of economic and technical assistance and cooperation 
where the United States is clearly superior to the 
Soviet Union. Such an approach can serve both U.S. 
economic and security interests, while contributing 
to the progress of other nations. And a strong U.S. 
econom y is vital to our national security and to the 
ability of the United States to exercise international 
i nfl ucncc. 

Thus it is imperative that we view U.S. security 
interests in the broad perspective. It is from that 
perspective that this section will examine U.S. securi
ty assistance programs, arms transfers, and U.S. poli
cies in regard to key nations and regions. 

Security Assistance 
The origins of the current U.S. security assistance 

program are generally traced to the Greek-Turkish 
aid program lauched by President Truman in 1947. 
Later, a substantial portion of U.S. security efforts 
were directed at Asia-first in Taiwan, next South 
Korea, and then Southeast Asia. The clear focus was 
on support for regi mes that were perceived as being 
under serious threat of either invasion or subversion 
by communist forces, and on support for regimes seen 
as key elements in a strategy of containment.2 During 
the 1950s, 80 percent of grant military assistance for 
Third World countries went to Asia, and 63 percent 
was provided to Taiwan, Indochina, and Korea. 

Grant military ass istance as a major clement of U.S. 
aid gradually declined in the late sixties and seventies, 
with the foreign military sales IFMS) program becom
ing increasingly important. Domestic budget con
straints and discontent with the resu lt of some of the 
U.S. military relationships and involvement in Viet
nam and elsewhere contributed to a changing view of 
security ass istance. Congress became increasingly 
opposed to the grant military assistance program 
IMAP) and favored a total phase-out of the program. 
Recentl y, however, Congress has shown some willing
ness to continue MAP on a small scale. The relatively 
small International Military Education and Training 
Program IIMET) has continued as a grant program. 

Under Secretary of State lames L. Buckley says the 
!MET program has been judged the most cost-effective 
security assistance program by U.S. officials abroad. 
The Reagan Administration proposed $47.7 million 
fo r IMET in fiscal year 1982, which would allow 
training and instruction for military and related civil
ian personnel from seventy-two countries. This com
pares to a fiscal year 1981 program of 528.4 million for 
personnel from sixty-three countrics.-1 Since the be-
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ginning of the program in 1950, about 500,000 person
nel from eighty-five countries have participated in 
the training.~ A number of these trainees are now 
highly placed in their governments and armed forces. 
During the late 1970s, there was controversy over 
several IMET programs for Latin American nations, 
and Congress imposed restrictions on IMET grants 
because of human rights cons iderations. Although 
!MET undoubtedly provides some valuable training 
for its participants and gives foreign military officials 
exposure to American institutions and ideals, there is 
a concern that the program may enhance the ability of 
military leaders to become more political. In some 
countries, particularly in Latin America, there has 
been a feeling that the program has encouraged politi
cal activity by its military graduates. Therefore, it 
seems important to assure that the program does not 
take on a political nature or docs not unduly identify 
the United States with military elements within a 
political context. 

In the section of this report on economic and devel
opment assistance, we have pointed out the predomi
nant role of economic support funds (ESF), formerly 
known as security supporting assistance, in the over
all U.S. aid program. Clearly, this component of foreign 
assistance has a strong security orientation. As Under 
Secretary of State Buckley describes ESF, it allows the 
United States "to furnish economic assistance in the 
form of loans or grants to selected countries of special 
security and political interest to the U.S."s 

The ESF program is an important instrument of U.S. 
security policy and constitutes a major portion of U.S. 
assistance to the Third World. In recent years, Israel 
and Egypt have been by far the largest recipients of 
ESF funds, receiving nearly two-thirds of the total. 
The Reagan Administration requested $2.6 billion for 
thirt y country and regional programs, a 26 percent 
increase of the fiscal year 1981 level, and 6 percent 
over the Carter request for 1982. 

Assistance to Israel is supposed to be used primarily 
to ameliorate difficult economic conditions, while 
the aid to Egypt would go to finance commodity 
imports, needed infrastructure improvements, and 
increased cducacion, health, and transportation ser
vices- all of which would seem to be the kinds of aid 
that the United States should be providing to an 
important Third World nation. (We are not eva luating 
the efficiency of these specific programs.) And such 
aid would seem to be entirely consistent with U.S. 
security interests. 

In :1ddition to Israel and Egypt, other major ESF 
recipients proposed for fi scal year 1982 are Turkey, 
Sudan, Zimbabwe, Jamaica, El Salvador, and the Phil 
ippines. Sudan and Tunisia are being given a higher 
security assistance priority in order to help them 



"withstand pressures from Libya.H Secretary Haig calls 
this vital to our larger interest. He says," As the threat 
to these important states mounts, so too, indirectly, 
does the pressure on Egypt, with all that means for the 
prospects for our broader regional strategy."6 Haig 
says this points out the interrelationship between 
threats and events in different areas and the need to 
reflect these interrelationships in our own policies. 

Labeling this form of assistance "economic support 
funds" or "security supporting assistance" makes it 
clear that this program is directly related to U.S. 
security interests and may make it easier for the value 
of these programs to the United States to be under
stood in this country. However, the long-term devel
opmental aspects of ESF should remain an important 
part of t he overall U.S. strategy in the Third World, 
and such assistance should not become a disguised 
form of military assistance. 

There have been efforts to increase the amount of 
ESF "contingency" funding "for use in responding to 
unforeseen requirements where such assistance can 
support important foreign policy objectives."7 While 
the value of some executive flexibility in the funding 
allocations is obvious and we acknowledge that sup
plemental or reprogramming approval by Congress 
can be cumbersome, we nonetheless believe that Con
gressional approval should be required for any sub
stantial aid allocations. 

Arms Sales and Transfers 
Arms sales have become an increasingly important 

instrument of overall U.S. foreign policy. And Third 
World countries have become major customers in the 
international arms market, purchasing arms, usually 
on very favorable terms, from the U.S., the U.S.S.R., 
and other nations. 

There are some conflicting data in various tallies of 
international weapons sales, but most tabulations 
indicate that the United States is the top arms ex
porter, with the Soviet Union close behind. According 
to an analysis of the U.S. Arms Control and Disarma
ment Agency (ACDAl, the Soviet Union exceeded the 
United States in arms exports for 1978 by about 6 
percent. For the period 1974-78, ACDA reports that 
the U.S. exported $22.4 billion in arms to developing 
nations, and the Soviet Union $20.8 billion.s Figures 
gathered by the Senate Foreign Relations Committee 
indicate that the combined total of weapons exports 
of the United States and other Western nations have 
far exceeded those of the U.S.S.R. and other communist 
nations in most years. However, the Foreign Relations 
Committee reports t hat except for 1978, when Soviet 
sales were down considerably, the U.S.S.R. has trailed 
only slightly behind the United States in arms sales to 
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the Third World. For 1979, the U.S. sold $10.4 billion, 
and the U.S.S.R. $9.8 billion to the Third World.9 

It is significant that from 1977 to 1979, the Soviet 
Union exported more than twice as many tanks and 
artillery pieces to Third World countries, mostly in 
the Middle East, as did the United States. The U.S.S.R. 
also exported more than twice as many supersonic 
planes and helicopters. Even with the inclusion of 
Western European exports, the Soviet Union still was· 
the leading exporter in these areas. 10 

Of the $90 billion in arms sales to Third World 
countries from 1974 to 1977, the United States ac
counted for about 43 percent, the Soviet Union 32 
percent, and Western Europe more than 20 percent.11 

It should be noted that differing accounting proce
dures and the fact that some arms transfers are treated 
as classified information contributes to the question
able accuracy of some figures. And, in addition to the 
vast quantity of weaponry being exported to the Third 
World, the quality and sophistication of the weapons 
has also been increasing. 
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Primary recipients of Soviet weapons have been 
Iraq, Libya, and Syria. According to Stansfield Turner, 
former director of the Central Intelligence Agency, 
the sales to Libya went "far beyond what the Libyans 
could possibly use on their own."12 There have been 
suggestions that the excess was then funneled by 
Libya through Cuba to revolutionaries in Central 
America. Other major recipients of Soviet arms trans
fers have included Ethiopia, South Yemen, Algeria, 
and India. 

In recent years, Saudi Arabia has been the largest 
recipient of U.S. weapons. In fiscal years 1975 to 1979, 
the Saudis purchased $21.9 billion in weapons, sup
plies, and services from the United States. (About one
third of the Saudi total was for a major military 
construction program.I Iran, before the fall of the 
Shah, was also a major purchaser of U.S. arms, includ
ing some of the most sophisticated weapons in the 
U.S. arsenal. Obviously, with Israel, Jordan, and, more 
recently, Egypt, as major recipients, the Middle East 
has been the focal point of U.S. arms transfers. Other 
major purchasers have included South Korea, Thai
land, and, until recently, Taiwan. 

Early in his administration, President Carter, noting 
that the United States accounted for more than one
half of the total world arms sales, outlined a new arms 
sales policy. He stated that the U.S. would henceforth 
"view arms transfers as an exceptional foreign policy · 
implement, to be used only in instances where it can 
be clearly demonstrated that the transfer contributes 
to our national secur'ity."13 Carter said the United 
States would also assess the economic impact of arms 
transfers to those less-developed countries receiving 
U.S. economic assistance. 



U.S. Poli cy and the Third World 

While the Carter policy may have been adm irable 
in principle, implementation proved extremely diffi
cult. Shortly after the policy was announced, for ex
ample, Carter proposed to see the airborne warning 
and control system (AW ACS) aircraft to Iran, and later 
backed a major arms package for Is rael, Saudi Arabia, 
and Egypt. 

While the Carter policy did bring about some re
stra int, the overall impact was marginal. Some critics 
charged that the actual policy was not consistent 
with the rhetoric, while others charged that the United 
States was overrestrictive, leaving the door open for 
other arms suppliers to move in. The fact is that most of 
those countries from which arms were withheld were 
those with little potential leverage over the United 
States. 

France has sold heavily to oil-exporting Arab coun
tries, helping to pay more than one-third of France's 
oil bill, and has also stepped up sales in South America. 
Some of those nations that have made purchases from 
the United States have threatened to turn elsewhere 
fo r arms if the U.S. would not supply the weapons. 

This points up the impossibility of attempting to 
impose restraints on a unilateral basis. Following th e 
1977 Carter initiative, neither the Soviets nor the 
major West European arms suppliers agreed to curtail 
their transfers. The Conventional Arms Transfer 
{CA T l talks failed to make any progress and were 
postponed indefinitely. 

Another complicating factor has been the growth of 
arms industries with in the T hird World. There is 
every indication that this growth wi ll continue. Dur
ing the past decade, the number of developing coun
tries capable of manufactu ring or assembling major 
military equipment, other than small arms, has more 
than doubled-from six to fourtee n.•~ Israel and Brazil 
are leading examples of nations attempting to develop 
a domestic arms industry as a means of secu ring 
independence in defense matters and enhancing thei r 
own industrial growth. Both have emerged as arms 
exporters, making major efforts to penetrate Th ird 
World markets. 

Some Thi rd World countries clearl y see it as in 
their interests to engage in arms production. As they 
exceed their own needs they are likely to turn increas
ingly to exports to other countries. T his proliferation 
of arms producers would make it even more difficult 
to establish international controls over trade in con
vent ional arms. The acquisition of guided missile 
technology by an increasi ng number of countries 
could pose a particular problem for regional peace and 
securit y.• ~ 

As the Senate Foreign Relations Committee's June 
1980 report concluded, the Carter policy did not lead 
to arms sa les becoming an "exceptional foreign policy 
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instrument," as he had stated. The committee s tudy 
suggested that "instead of adopting policies of ei ther 
rigid unilateral n:straint ... or permitting completely 
unrestrained arms transfers ... the United States 
should set a middle course ... and the potential results 
should not be oversold."16 

T he Reagan Adminis tration has disavowed the Car
ter policy. Although not outlining a specific policy, 
Under Secretary Buckley, declaring that the Carter 
policy had been catastrophic, said the new approach 
will be based on the assumption that the strengthen
ing of friendly nations "is an essential component of 
our total effort to restore effective deterrence to ag
gression." Buckley sa id arms transfers wou ld be used 
to "face up to the realities of Soviet aggrandizement."17 

The Reagan foreign military sales financing pro
gram is used to help countries, primarily in the T hird 
World, acquire U.S. defense articles and services. A 
substantial portion of these credits, particularly those 
to Is rael, Egypt, and, in recent times, Turkey, are 
provided at very low interest terms. In the case of 
Israel, it has been receiving $500 million in FMS 
cred its each year s ince 1977 on "fo rgiveness" terms
not requiring payment. 

Citing the economic problems facing many Third 
World nations because of ris ing oil prices and "grow
ing concern among a number of security assistance 
recipients regard ing the additional debt burden they 
can prudently assume in order to finance needed 
defense articles and services," the Reagan Adminis
tration proposed to give up to fifteen countries "direct 
credits" with interes t rates at 3 percent. 18 Regular FMS 
loans go through the Federal Financing Bank, which 
charges prevailing market interest ra tes, currently as 
much as 15 percent. 

T he House Foreign Affairs Committee has favored 
an approach that wou ld limit FMS direct credits and 
thus the amount that Congress wou ld have to appro
priate. Instead of the Reagan proposal, the committee 
favors dividing appropriations to the fifteen selected 
countries in this way: three-fourths under regular 
FMS and one-fourth in grants. The countries have to 
accept the FMS loans in order to get the grants. Under 
this approach, only $250 million would be needed for 
the MAP grants, in contrast to $982 million in appro
priations under the Reagan FMS request. Committee 
Chai rman Clement J. Zablocki said that under the 
alt ernative approach, "We'll have a much better t ime 
selling the foreign aid bill on the Housefloor."•9 This 
consideration of "selling" the aid proposals within 
Congress has become a major factor in how U.S. 
assistance and arms sa les are packaged. 

The Administration has also sought a $350 million 
Special Defense Acquisition Fund to allow the De
fense Department to buy in advance weapons and 



equipment commonly sold with FMS loans, rather 
than having to or4er them after a recipient's request is 
approved. Congress rejected a similar request from 
President Carter in 1980. The Reagan Administration 
also seeks to narrow somewhat its Congressional re
porting requirements and the Congressional role in 
approving arms sales. Although the proposals on nar
rowing the Congressional role are relatively minor 
and would not significantly alter the Congressional 
role, we believe that Congress should not take any 
steps that would undercut the important role it has 
come to play in overseeing arms sales. 

Early indications are that the Reagan Administra
tion fully intends to use arms sales as a key element of 
its foreign policy. Indeed, the administration seems to 
place a high premium on the export of weaponry as a 
means of obtaining influence in the developing world. 

Ai d to Pakistan 

A major arms agreement with Pakistan has been 
discussed, and there have been indications of substan
tial arms transfers to a number of other countries. 
Also under consideration is advancing military co
operation between the United States and the People's 
Republic of China- moving beyond the sale of dual
use technology, agreed to by the Carter Administra
tion, to the possible sale of combat arms. 

As noted elsewhere in this report, the proposed 
large-scale aid to Pakistan raises a number of troubling 
questions. A package valued at several billion dollars 
has been proposed for Pakistan, including a significant 
amount of military equipment. Among the items con
sidered for delivery to Pakistan are F-16 jet aircraft, 
one of the most advanced U.S. Air Force planes. (The 
Administration has also proposed to sell F-16s to Ven
ezuela, which would represent a major qualitative 
leap in Venezuelan military strength. If the sales are 
made to Pakistan and Venezuela, then it is almost 
certain that other countries will begin clamoring for 
comparable aircraft. This is part of the pattern in 
international arms sales.) Some have questioned 
whether early delivery of F-I 6s might not further 
divert engines and spare parts needed to improve U.S. 
combat readiness, which is already suffering a spare 
parts shortage. 

There have also been doubts by some U.S. military 
officials as to whether Pakistan could absorb all the 
sophisticated military equipment. And although Pak
istan has taken on increased geopolitical importance 
after the Soviet invasion of Afghanistan, it has been 
highly unstable and xenophobic in its outlook and 
has maintained a continuing rivalry with India. Many 
observers see India as of at least equal if not much 
greater importance to the U.S. than Pakistan. How-
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ever, others point out that India has concluded a 
major arms deal with Moscow, which includes ad
vanced MIG aircraft. 

Outside of Western Europe, Pakistan ranks as the 
fifth largest recipient of U.S. aid since 1946- about 
$5.8 billion- behind Israel, Korea, India, and Turkey 
(which is a NATO ally). Yet the relationship has been 
a tempestuous one. As recently as November 1979, 
the U.S. Embassy in Islamabad was burned by a mob, 
and the Pakistan government did not intervene. How
ever, only a few weeks later the Soviet Union moved 
into neighboring Afghanistan, causing both the United 
States and Pakistan to reevaluate the relationship. 

Pakistani officials warned that any agreement with 
the United States would not involve any "political 
concessions" by Pakistan. Certainly, if political influ
ence is the desired U.S. goal, there is question as to 
whether the large-scale aid to Pakistan in the past has 
paid any real dividends. 

There are also questions about the political impact 
within Pakistan of an overly close identification with 
the United States. Many observers see the hold of 
General Mohammad Zia ul-Haq's government as rela
tively fragile and believe that an overidentification 
with the U.S.-which could be interpreted internally 
as support of Zia- could be exploited by opponents, 
as has occurred elsewhere. 

Nonproliferation 

Finally, there is the nonproliferation question. Pak
istan has been developing nuclear technology with 
the help of European suppliers and, possibly, with 
financial backing from Libya. Pakistan has been widely 
believed to be trying to develop a nuclear bomb. India 
exploded a nuclear device in 197 4. 

Pakistan has refused to sign the Nuclear Non
Proliferation Treaty (NPT) or submit to international 
inspection. A provision of the 1976 amendments to 
the Foreign Assistance Act, known as the Symington 
Act, prohibits U.S. aid to any nation that deals in 
nuclear enrichment equipment, materials, or technol
ogy and refuses to submit to international safeguards 
against nuclear proliferation. The president can waive 
the provision if he certifies to Congress that he has 
"reliable assurances that the country in question will 
not acquire or develop nuclear weapons or assist 
other nations in doing so."20 

The 1980 annual report of the U.S. Arms Control · 
and Disarmament Agency, issued in April 1981, states 
that "the U.S. has encouraged Pakistan to provide 
unambiguous assurances that it will not develop and 
test nuclear explosives. Pakistan has, like India, re
fused to give assurances, and is building unsafeguarded 
nuclear facilities to provide weapons-grade nuclear 



U.S. Policy and the Third World 

material which cou ld be used to produce nuclear 
explosives."21 The report refers to Pakistan's efforts to 
gain a nuclear explosive capability as "one of the most 
acute current proliferation problems."22 

The Reagan Administration has sought to modify 
the restrictions of the Symington amendment, but 
many in Congress remain justifiably concerned about 
Pakistan's nuclear policies as well as the broader 
proliferation issue. It has been estimated that within 
the next decade more than twenty nations may have 
nuclear weapons capability. The importance of this 
issue cannot be overlooked in U.S. policy considera
tions. 

The Brandt Commission and others have called for 
strengthen ing the inspection system of the Interna
tional Atomic Energy Agency (IAEA) and having it 
accepted by all countries. It has also been suggested 
that the Treaty of Tlatelolco, under which Latin 
America was declared a zone free of nuclear arms, 
could be a model for other regions. 

The NPT, which created a framework for interna
tional inspection of nuclear facilities, has 114 signa
tories. They include all members of NATO and the 
European communities except France (which says it 
will adhere to the treaty principles), all mem bers of 
the Warsaw Pact, 33 African states, 20 Latin American, 
and 23 in Asia and the Middle East. Significant among 
those who have not joined this regime are China, 
Pakistan, India, Israel, and South Africa. Argentina, 
Brazil, and Chile are not NPT signatories but are 
signatories to the Treaty of Tlatelolco, although they 
have not yet ratified it. 

In 1980, the second NPT review conference was 
held in Geneva. At the conference, some Third World 
representatives were critical of what they felt was 
insufficient reliability and predictability of nuclear 
supplies for peaceful purposes from the United States 
and other supplier nations. The United States pledged 
that it would cooperate with recipient nations and 
"also provided Jata demonstrating the enormous ex
tent to wh ich we had shared our nuclear technology, 
and our unequaled record as a contributor to the 
special needs of developing countries in this field."2•1 

Article IV of the treaty is designed to ensure that the 
parties to the treaty enjoy the benefits of peaceful 
uses of nuclear energy. (Man y would question the 
practicality and advisability of a concentration on 
nuclear energy with developing countries; that issue 
is discussed in the chapter "U.S. Energy Policy and the 
Third World.") 

The Carter Administration took a strong stand on 
the nonproliferation issue. However, in 1980, Presi
dent Carter was seen as being inconsistent when he 
favored making nuclear fuel shipments to India for its 
Tarapur reactor. India maintained that the shipments 
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should be made to fulfill a 1963 U.S.-Indian agreement. 
The Nuclear Regulatory Commission (NRC), how
ever, found that the exports did not meet the criteria 
established by the Nuclear Non-Proliferation Act, 
which Congress passed in 1978, including the "full
scope" safeguards requirement. Carter, citing broad 
foreign policy considerations as well as the 1963 
agreement, overruled the NRC, which had authority 
under the 1978 act to review and rule on nuclear 
license. The President's decision to override the NRC 
stood because neither house of Congress voted to 
disapprove the sale within sixty days. But there was 
great controversy within Congress. Although one jus
tification cited for making the sale was that the 
United States would retain some influence over India's 
nuclear program, India has made it clear that it intends 
to go its own way. 

Nonproliferation policy can present some perplex
ing dilemmas, such as the Tarapur decision. At the 
time of that controversy, a Library of Congress ana
lyst, noting India's influence within the Third World 
and its rise to the tenth largest industrial country in 
the world, wrote: "Nonproliferation policy is one of 
the areas in which Third World countries tend to see 
U.S. objectives as domineering and unilateral in ap
proach. The United States will likely find little sym
pathy for its position if it refuses to sell any more 
nuclear fuel to India, except perhaps among India's 
immediate neighbors."2• The United States has to 
contend with the suspicion sometimes expressed in 
other countries that nonproliferation policy is really 
a means of attempting to limit access to nonmilitary 
uses of nuclear power. 

At the Geneva review conference, many Third 
World countries also urged the United States and the 
Soviet Union to move ahead with strategic arms limi
tations agreements, including SALT JI, and for the 
U.S., the U.S.S.R., and the United Kingdom to proceed 
on Comprehensive Nuclear Test Ban (CTB) negotia
tions. Such steps are seen as part of the overall non
prolikration effort and as a part of the obligations of 
the NPT. 

We have gone into some detail on the nonprolifera
tion question because it is an important element of 
U.S. relations with theThird World and with Pakistan 
in p;micular. 

Other Arms Sales Issues 

Other issues arise in regard to proposed U.S. arms 
sales. One of the most controvers ial has been the 
Reagan Administration's plan to sell the airborne 
warning and control system planes to Saudi Arabia. 
Relations with Saudi Arabia should rank as a high 
priority in U.S. foreign policy. However, such a deci-



sion as the AW ACS sale involves many considera
tions, and it is regrettable that the Saudis have been 
allowed to make the AW ACS a "test" of the U.S. 
relationship, just as they made sale of the F-1 Ss a "test" 
in 1978. U.S. policies have to be based on much more 
than simply responding to whatever a particular na
tion, however friendly, may want at a given time. 

In addition to its early concentration on El Salvador, 
the Reagan Administration also wants to resume 
assistance and sales to neighboring Guatemala. Gua
temala has been plagued by terrorism. However, by 
almost all accounts, it has a strongly repressive mili
tary government, which has made little attempt to 
broaden its support or to improve the economic con
ditions of the majority of the people. 

The administration also wants to resume military 
sales and assistance to Argentina, a nation with which 
the United States has had sharp differences over hu
man rights issues. Argentina was barred from receiv
ing U.S. arms in 1978 because of human rights viola
tions. The most recent official U.S. assessment of 
human rights in Argentina states that the situation 
improved in 1980, although serious problems remained: 
"Most seriously, fundamental, internationally recog
nized rights of the integrity of the person have been 
violated through the continued application by the 
security forces of the practice of disappearances, al
though at a level much lower than occurred in the 
first two years of the present military regime."1s 

Because of Argentina's human rights record, there 
is certain to be continued vocal opposition within 
Congress to any significant military sales or aid to 
Argentin·a. It is interesting to note that during the 
Carter grain embargo on the Soviet Union, the Argen
tinians quickly moved in to fill the gap and made 
major sales to the Soviets. Some see this as evidence 
that Argentina is not such a friendly nation and is not 
staunchly anticommunist, while others interpret the 
Argentinian move as having been "forced" upon it by 
U.S. policies. Once again this is evidence of the "chain 
linkage" that effects current foreign policy actions. 

The potential arms sales cited here are some of the 
more controversial examples. Other planned sales are 
much less controversial. But, the point is that the 
Reagan Administration appears to regard arms sales 
as a central element in U.S. foreign policy, particularly 
in the Third World. Certainly arms sales do have a 
place in U.S. policy, because the United States is not 
operating in an international vacuum. But what is 
needed, as the 1980 Senate Foreign Relations report 
stated, is a "middle course."16 Arms sales should not 
become the major instrument of U.S. assistance pro
grams, nor can they be relegated to an insignificant 
role in an effort at unilateral restraint. Such restraint 
is highly desirable, but it must come through multi-
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lateral cooperation. 
Also, it is unwise to depend too heavily on arms 

sales as a major means of obtaining and maintaining 
influence in the Third World. Large-scale arms trans
fers run the risk of fueling regional rivalries, of squan· 
dering U.S. technological advantages, and of under
cutting our own military preparedness. 

The Reagan Administration seems to take the view 
that as long as a nation is "friendly" to the United 
States, we should not be overly concerned with its 
internal affairs. However, any major arms sale can 
have a significant impact on a country's internal 
affairs and tends to identify the U.S. with the ruling 
element, no matter how unstable or unpopular that 
group may be. 

Too often such sales are made without a long-term 
view. Possession of large quantities of highly sophis
ticated military equipment is no guarantee of longev
ity for a particular ruler or government. Such supplies 
are no long-term substitute for dealing with internal 
political and/or economic problems. 

Sophisticated weapons may well wind up in hostile 
hands. Judgments on arms transfers are not easy ones, 
and as Andrew J. Pierre has observed, they often 
invoke conflicting aims and values. Pierre correctly 
points out: ''There are no 'simple truths' to serve as 
guidelines for policy. What is valid in the short run 
may become conspicuously invalid in the longer term 
... The average weapons system has a 'life' of l 0 to 20 
years, far longer than the politics or policies of nations 
can be 'predicted' "17 It is unpleasant to contemplate, 
for example, what use might ultimately have been 
made of the A WACS planes had they already been 
delivered to Iran before the fall of the Shah. Also, 
many believe that the large-scale U.S. military sales 
during the Shah's reign contributed to the level of 
hostility to the United States after his fall. 

Stansfield Turner has proposed that the chairman 
of the Joint Chiefs of Staff certify in writing that 
military equipment sold to a country by the United 
States "fits with our concept of their military needs 
and that they could reasonably absorb it in their 
military structure."28 This practical proposal seems to 
have merit and might be one step toward bringing 
about a more serious evaluation of the potential im
pact of arms sales. 

Arms sales policy should be cautious in nature, 
based on a variety of considerations and with an eye 
to the long-term ramifications for U.S. interests. 

Key Nations and Regions 

U.S. international security policy should be based 
on an assessment of U.S. interests, including an evalu
ation of nations and regions that are of particular 
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importance. Great attention has understandabl y been 
focused on the Persian Gulf/ Middle East area. This 
also extends into what has been called the arc of crisis 
or the belt of instability, which runs from the Horn of 
Africa through the Middle East to Turkey, Iran, Af
ghanistan, and into Pakistan and Southwest Asia. (As 
a follow-up to the earlier discussion on nuclear prolif
eration, it is worth noting that many of the nuclear 
aspirants- from Libya across to Pakistan-are in this 
volatile area.) 

The United States also has obvious interests in the 
Western Hemisphere, including the Caribbean area, 
which is receiving increased attention from the Rea
gan Administration. In the case of the Caribbean, it 
would seem that a cooperative economic develop· 
ment program would be much more beneficial to all 
concerned than a military-oriented program. 

Many other Third World regions arc important to 
the United States. We have noted the increasing U.S. 
reliance on minerals and resources from various Third 
World countries, including some in Africa and the 
Caribbean. Michael Nacht identifies Brazil, Canada, 
Mexico, and South Africa as countries on which U.S. 
reliance "for numerous commodities is most striking, 
although a single commodity dependence (e.g., Saudi 
oil) could of course be of equal or greater importancc."2" 

In looking at the Third World, we have identified 
certain countries that we regard as particularly vital 
to U.S. interests for geopolitical or economic reasons, 
or as sources of critical commodities, or for a combi
nation of these factors. In this category we include 
Mexico, Brazil, Saudi Arabia, Egypt, Israel, Nigeria, 
and the People's Republic of China. For historical as 
well as security reasons, the Philippines and South 
Korea could be included as well. The ASEAN nations 
(Association of Southe;1st Asian Nations) are also of 
particular importance. These include Indonesia, Ma
lays ia, Singapore, and Thailand, in addi tion to the 
Philippines. 

We do not suggest that these are the only important 
nations in the Third World- far from it. We have 
repeatedly asserted that an y number of Third World 
nations arc important to the United States and that 
there arc numerous potential trouble spots. Further, 
overall n:lations with the Third World and the prog
n:ss in the Th ird World toward a more stable econom
ic and political environment arc also major considera
tions. But, in an y U.S. view of the world, the nations 
wc have singled out have to be considered of prime 
importance, and our economic and security policies 
should ;1cknowlcdgc that. 

Wh;1t ;1re the strategic concerns of the Un ited States 
in the 1980s in thL· Third World, and what arc the 
options opcn to U.S. policymakers in dealing with 
these concerns! The very word st rore,l!.,ic implies a 
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tense, competitive, and unstable s ituation. Under 
Secretary Ruckley has asserted, "Nothing worthwhile 
in the world community is possible- neither eco
nomic growth nor political or social reform-in an 
atmosphere of increasing instability."·10 

Persian Gulf and the Rapid 
Development Force (RDF) 

Strategic interests, we have repeatedly emphasized, 
are both economic and military: economic interests, 
including access to trade and dependable sources of 
raw materials, arc an integral part of our security. 
These "vital interests" arc also seen in relationship to 
Soviet aims and act ions. This has made the Persian 
Gulf region a particularly strategic target. 

In his State of the Union address in January 1980, 
President Carter set forth the "Carter Doctrine" for 
the Middle Ea:-.t. Referring to the "fundamental chal
lenge" of the Soviet Union, Carter said, 'The Soviet 
Union is now attempting to consolidate a strategic 
position ... that poses a grave threat to the free 
movement of Middle East oil."·11 

The Carter Doctrine was stated in this paragraph: 
.. Let our position be absolutely clear: An attempt by 
any outside force to gain control of the Persian Gulf 
region will be regarded as an assault on the vital 
interests of the United States of America, and such an 
assault will be repelled by any means necessary, in
cluding mi litary force."32 

In order to carry out the Carter Doctrine, the United 
States moved to increase its naval presence in the 
region, to bolster friendl y nations in the area, to 
establish military or port facilities in Oman, Somalia, 
and Kenya, and to go along with the military facilities 
under construction at Diego Carda in the Indian 
Ocean. In conjunction with this, the development of a 
rapid development force was undertaken. 

One effect of President Carter's pronouncements 
w;1s to point out the need for a reassessment of the 
U.S. military force deploymen t and mobility capabili
ties in situations short of war. As the Library of 
Congress study noted, "It is apparent that many past 
policies or hick thereof for dcaling with emergencies 
in Third World disputes arc no longer plausible, pri
m;1rily bccau:-.c of changes in the overall balance of 
political, economic, and military power. At issue is 
not only our strategy for limiting Soviet aggressions 
at our cxpensc, but for protecting our interests in 
Third World countries where we have important na
tions' interests that arc threatened for any re;1son.".t1 

Other sections of this report portray some of the 
conditions and factors that have contributed to these 
changes in the overall balance. In military terms, the 
salient fact is that the options for use of force avail-



able to the United States are less than they once were. 
Many questions need to be answered about the 

proposed RDF. And the exact direction the current 
Administration intends to take in developing the RDF 
is not clear. However, an Administration spokesman 
affirms that one dimension of U.S. strategy for the 
Middle East is "building a reinforcement capability to 
deploy the necessary additional forces in a contin
gency."34 

A Carter Administration official described the RDF 
this way: 'The RDF would include all that is necessary 
to give us a capability to respond to a contingency, 
particularly in the Indian Ocean area. It would include 
the headquarters. It would include the command con
trol and communications. It would include the logis
tics support. It would include the forces. It would be 
the strategic ~obility, or the intratheater's mobility 
which was required."35 Others have described the RDF · 
as simply a headquarters command that would draw 
upon the existing forces of all four services in a crisis. 

The eventual cost and scope of the RDF are not 
certain. There have been estimates that the overall 
force might number up to 200,000, although the actual 
•deployable force# would be much smaller. Thus far 
there has been little real indication of intended co
operation on the RDF from industrialized allies, even 
though most European countries and Japan are more 
dependent than the United States on Middle East oil. 
The Thatcher Government in Britain gave its tacit 
support, but the British, having withdrawn from east 
of Suez more than a decade ago and facing serious 
internal economic problems, are not in a position to 
do much. Even before the massive additional increase 
in military spending proposed by President Reagan, 
U.S. citizens were bearing the greatest defense burden 
among major free nations. 

It has been estimated that in order to have an 
effective RDF in the Persian Gulf/Indian Ocean re
gion, three army divisions, four air wings (72 planes 
each), plus a marine landing force of 50,000 men and 
two carrier battle groups would have to be standing 
by. Yet, even with the prepositioning ships at Diego 
Garcfa, nothing near this capability exists. 

The Defense Department is budgeting $2.5 billion 
extra to help improve the RDF in the next two years. It 
hopes to upgrade the command status of the RDF, 
creating a separate unified command. But there are 
real questions as to whether building this military 
superstructure is designed to meet the real potential 
problems in the region, which many believe are much 
more likely to result from internal instability and 
intraregional strife than a direct Soviet action. 

Professor Kenneth N. Waltz notes that there is 
little indication of an actual strategy for the RDF. In 
proposing a strategy, Waltz begins by asserting that 
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the United States must have an adequate oil stockpile 
to help meet the sorts of threats that might be forth
coming. Waltz notes, "If I had to choose between a 
billion-dollar stockpile and an RDF, I would choose 
the former."36 (See the discussion of the strategic 
petroleum reserve in Chapter 2.1 

As for the RDF, Waltz favors a policy based more on 
deterrence than defense. According to Waltz, the first 
of the political conditions for credible deterrence is 
that the interest of the deterrer be a vital one. From 
the American standpoint, Persian Gulf oil meets this 
condition. The effectiveness of a deterrent strategy 
depends on the credibility of threats and not on the 
ability to defend a position by force. 

Waltz points out that a force for fighting the Soviet 
Union would not be suited to the likeliest case: politi
cal instability in Persian Gulf countries. A deterrent 
force should be able to accomplish its three major 
tasks-coping with political disruptions, defending 
against attacks from within the Middle East, and 
deterring the Soviet Union.37 

Under this strategy, the United States would physi
cally stake a claim to the vital resource, establishing a 
perimeter, and would say that "if the Soviet Union 
attacks so hard that we cannot hold, we shall retaliate 
against appropriate targets. Our troops on the spot 
make our vital interest manifest, and thus deterrent 
threats become credible."Js 

In general, U.S. overseas bases have been subjected 
to increasing constraints by host governments, which 
has limited U.S. flexibility. As former U.S. Ambassador 
Hermann Eilts has noted, "No state within the Gulf 
itself, including Saudi Arabia, has been willing to 
agree to American military facilities."39 Eilts makes a 
further important point: a more infelicitous term 
than "bases" could not be found, evoking as it does in 
the minds of Third World peoples visions of past 
domination."° 

A number of past and present American officials 
have urged permanent U.S. military facilities in the 
area. Early in 1981, former Secretary of State Kissinger 
urged stationary U.S. naval, air force, and specialized 
ground forces in the region instead of a rapid deploy
ment force. Such a permanent U.S. presence would 
give "concrete content" to America's commitment to 
stem Soviet expansionism, he said.41 Kissinger's com
ments found no favor among Arab leaders, particularly 
because they were made in Jerusalem. 

When the Reagan Administration took office, Sec-· 
retary Haig and others talked of developing a "strategic 
consensus" in the Middle East. He expected to find 
Saudi support for his notion of consensus. But he 
found that, although the Saudis share U.S. concern 
about the Soviets, their primary concern is over Arab
Israeli issues. Although both sides attach a high im-
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portatH:l' to the U.S.-Saudi relationship, it has been 
plagued by inconsistencies and misunderstandings. 
The controversy over the A WACS sale is a case in 
point. 

As noted l'arlier, Saudi Arahia has been the largest 
purchaser of U.S. arms, exceeding even Iran. Clearly 
the United States is concerned about Saudi Arabia's 
defense, and for that reason sent four of our AW ACS 
there during the lrnn-lraq fighting. The Saudis wel
comed the presence of A WACS, particularly when 
there were fears that the conflict might spill over into 
other countries. The planes remain in Saudi Arabia, 
although operated by U.S. personnel. Delivery of the 
new A WACS wou ld not occur until 1985. 

Despite the pressure from some in the United States, 
the Saudis remain opposed tO stationing U.S. troops in 
the immediate area. Some of the Americ;ms who have 
been most critical of the Saudi government arc among 
those who have most strongly aJvoc<1ted the establish
ment of U.S. bas<.:s. Part of th<.:ir rationale for such a 
move is the belid that the "weak" Saudi government 
needs to be hnl-;tereJ by the presence of American 
troops in thl· •m:a. Historian J. B. Kell y, in his book 
Arnhia. rile (,'ulf. ancl the West (New York: Basic 
Books, I Y801, contends that the Saudis are weak and 
vulnerable and need the United States more than we 
need them. 

Certain ly there is the potential for instability in 
Saudi Arabia, and this is a matter for genuine concern. 
But there is also a tendency among some analysts to 
generalize about what happened in Iran and to try to 
apply it to Saudi Arabia, substantial sociopolitical 
and cultural differences notwithstanding. 

Saudi Arabia is a traditional society confronted 
with rapid moderni zation and a variety of cu ltural 
and social complications. Yet, according to T. R. 
McHale, an economist with extensive experience in 
the area, "For all the stresses and contradictions with
in S:1udi society, it is noteworthy that so fart he Roya l 
Family has been largely successful in its responses and 
adaptations to rapidly changing political ci rcum
stances."J! 

Another experienced Middle East observer, Bayly 
Winder, noting that the regime is "richly endowed 
with religious and political legitimacy," says that 
despite the "severe strl'sses resulting from very rapid, 
evl·n traumatic changl's," Saudi Arabi<1 "appears to 
have the social solidarity to maintain a stable course 
over the near tcrm."1.1 However, as McHalc, Winder, 
and others point out, the years ahead are apt to bring 
even more fundamental stresses as development ac
celerates and exacerbates both domestic and inter
nation;il political forces. 
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One reason the Saudi k;tders oppose the U.S. bases 
is because they foar that such an ovt!rt military rela
tionship with the United States wou ld und1.:rcut them 
domesticallv and in their covett:d role as leader of 
Arab natio1;s. Overidentification with the U.S. could 
create domestic problems and fan nationalistic fervor, 
as occurred in Iran. The Saudis strongly prefer that 
any U.S. military presence be extremely discreet 
t hey favor the "over-the-horizon" presence. They want 
to be able to call for certain kinds of U.S. assistance, 
when they believe it is needed, but to continue to 
oppose U.S. or other foreign bases in the immediate 
area. 

An overt U.S. presence in many regions of the world 
can actually constitute a destablizing factor, and this 
is particularly true in the Middle East. Under the 
over-the-horizon approach, U.S. forces do not establish 
a direct presence in a potentially turbulent area, but 
they do maintain the capability to react quickly. As 
the Economist noted, what the Persian Gulf area 
rulers want is "invisible" protection. 'They want the 
deterrent power of the United States ... Yet a deterrent, 
to deter, has to be credible, and a credible American 
force in the region might, the nervous argue, by its 
very presence create the conditions that it is guarding 
against_,,,, 

Secretary Haig has expressed doubts that an over
the-horizon presence is sufficient. But he also ac
knowledges the need to <1void creating circumstances 
that would increase the dangers to Western interests. 
Haig correctly states, "If we showed insensitivity in 
this area we might jeopardize relations with countries 
like Saudi Arabia."" 

The intensity of Saudi feelings on such issues as the 
future of the Palestinians and the status of Jerusalem 
is often glossed over in this country. If anything, the 
Saudi position on these matters has been hardening. 
Some Saudi comments can be dismissed as overzealous 
rhetoric, but the Saudis are intent on playing a leading 
role among Islamic nations, and this preoccupation 
with Islamic issues and Islamic solidarity takes prece
dence over other Saudi concerns. Certainly the Saudis 
arc anticommunist and apprehensive about Soviet 
intentions. But even the Saudi concern over Persian 
Gulf security in the aftermath of the Soviet invasion 
of Af,11;hanistan and the Iran-Iraq war takes a distant 
second behind the Arab-Israeli issues among Saudi 
priori tics. 

The s.wdis would like to develop a joint security 
force with the littoral Gulf states, holstered perhaps 
hy P<tkistan. The Saudis would also like to diversify 
their sources of <trms supplies. Just as Kuwait recently 
turned to West Cl'rmany for purchase of fast-attack 
boats, the Saudis arc hoping to make a large buy of 



Leopard tanks and other weapons systems from the 
Germans, although the proposed sale is highly con
troversial within Germany. The Saudis can also look 
to France and Britain for arms. 

But the Saudis expect to continue looking to the 
United States as their major military supplier and 
protector. And, of course, the economic ties continue 
to grow. Saudi Arabia is now the seventh largest 
customer for U.S. exports, in addition to being the 
major foreign supplier of oil to the United States. 
Although the Saudis have been turning to other coun
tries for help on some large construction and industri
alization projects, the United States still plays a pre
dominant role. Just one indication of the relationship 
can be seen in the classified ads in U.S. newspapers. 
Recently there have been ads not only for energy and 
construction-related projects in Saudi Arabia but 
McDonnell Douglas ads for avionic, airframe, and 
armament systems instructors to go to Saudi Arabia 
to help train Saudis in the use of the F-15 aircraft 
being sold by the United States. Clearly this is remi
niscent of U.S. involvement in Iran during the later 
years of the Shah's reign. 

Obviously, Saudi Arabia is an important element in 
the U.S. foreign policy perspective. However, the Saudis 
have not been supportive of the U.S.-Egyptian-Israeli 
peace efforts. And the two countries are not going to 
agree on all issues, including military arrangements. 
But, if either the United States or Saudi Arabia pushes 
too hard, what is currently an ambivalent but mutually 
beneficial relationship may become severely strained. 
And that could have dramatic strategic and economic 
consequences. 

The alliances and cooperative arrangements we 
need to forge with other nations cannot be coerced. 
This is a critical factor in our approach to our interna
tional security and one that has been articulated by 
Under Secretary Buckley.46 He said our relationships 
with other nations have to recognize "the sovereignty 
and dignity of other societie·s as well a~ the enormous 
diversity of cultures that exists among them. If we 
build our security relationships on the bedrock of 
mutual interests, then they will prove durable
provided ... that we can once again restore confidence 
in the reliability of American undertakings."47 

Frank C. Carlucci, Deputy Defense Secretary, said, 
"The threat to vital Western interests in key areas, 
such as the Persian Gulf, is enormous and well
recognized. What is perhaps less well understood is 
the great contribution the Western European mem
bers of the alliance could make to help protect the 
security of this region so vital to them."48 

Clearly it is difficult for the United States to attempt 
to shoulder this kind of burden alone. It is hard to take 
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seriously the notion of "strategic consensus" within 
the Middle East/Persian Gulf until there is greater 
agreement and cooperation among the industrialized 
nations and until there is progress toward resolving 
some of the devisive issues within the region. It is yet 
another indication of the difficulty of attempting to 
isolate one issue or one set of relationships from 
others in today's world. 

Richard Burt has outlined a number of possible 
steps that allies could take to complement U.S. efforts, 
including increased defense efforts in Western Europe 
and Japan to allow the United States greater flexibility 
to meet emergencies elsewhere. Other suggestions 
include security arrangements between U.S. allies 
and countries to Southwest Asia, increased allied 
economic support to Southwest Asian and Eastern 
Mediterranean countries, and coordinated force de
ployments and access by the United States to allied 
facilities en route to and in the region.49 As J. C. 
Hurewitz points out, "The unique American involve
ment with Israel presents inescapable difficulties 
toward which the Europeans could be more helpful 
than they have been."so 

The key remains building a more stable situation 
with the region, and, considering the high stakes 
involved, it will demand not only a careful and con
centrated U.S. effort but more cooperation from other 
interested nations. As discussed in the chapter on 
energy policy, Hurewitz suggests the ultimate goal of 
moving beyond mutually destructive competition in 
the region to "real, not spurious, detente" including 
equitable commerical access to the oil of the area for 
all consuming countries, including the Soviet bloc. 
The corollary would be an understanding that no 
outside nation would seek its own exclusive preserve.51 

Regional Roles 

Cooperative international efforts are called for else
where in working out political settlements, notably 
in Namibia. The U.S. role in this process is closely 
watched by African nations, particularly Nigeria and 
Kenya, with which the United States has been build
ing strong relations. Nigeria is playing an increasingly 
influential role in Africa. The Nigerians had a strong 
role in influencing the eventual settlement on Zim
babwe, which may prove to have an important diplo
matic achievement for the Western alliance and the 
Organization of African Unity. In the case of Mozam- · 
bique and, particularly, Angola, where the United 
States long maintained a head-in-the-sand policy and 
then attempted a frantic and ill-advised intervention, 
the U.S. should be alert to increasing possibilities for 
cooperation with the West. !As Professor Henry Bienen 
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points out, "U.S. policy in Angola under .. . Nixon
Kissinger .. . was a disaster because it was formulated 
and carried out without a good sense of regional 
poss ibilities, much less with a comprehension of the 
forces at work in southern Africa and in Angola. 
Whatever the estimation of Soviet intentions in An
gola and in Africa, whatever the challenge perceived 
to U.S. global positions or to detcntc, a policy that at 
best would have trouble winning support at home, 
would be widely opposed within Africa, and might 
well fail unless heavily escalated ins ide Angola can
not be considered an intelligent policy irrespective of 
global cons iderations that were set forth."1;1 

A regiona list perspective, as advocated by Biencn, 
says that unless the configuration of power and inter
es t within a region is well understood, unless there is 
an accurate assessment of the strength of competing 
factions, for example, then no accurate analysis of the 
trade-offs between costs and benefits of Jiffrrent poli
cies can be made. 

Nor ,,·ill th1:n: he ;im· ~011J ,,·ay to umkrst;mJ the tools 
avaibhk to affect situatiom in the Horn of Afri..:a. or 
Angola. unless thl· instrumcnts of forcign policy
diplomaey: military intcrwntion. cwnomic trade, in
vestment, or assistance; clandestine activities- are set 
in regional perspective .. . It would make no sem.e to 
intervene militarily if it were known in advann· that 
th1: rq~ional confi~uarion of forces made sucn ·ssful 
intcrYent ion impossihk .. . This is what a regionalist 
persp1:..:tin· i~ all ahout: the ask in~ of \\"hat is possihk. 
or likd,· to happen, on the ~round where one's policies 
arc ~oin~ tu he carried out, in Africa or cbe,,·here." 

Closer to home, there arc important securit y issues 
in rcg<lrll to the Caribbean, Central America, and 
South America. The 1978 ratification of the Panama 
Canal TrL·;1ties was highly s ignific;mt in strengthen
ing the U.\ . im:1~e and in creating a more s table and 
sec ure e1wirontnL'nt for operation of the canal. How
l'Vcr. 1 here arc manv l'Xprcssions of concern about 
hcmispherit sL·curity and stability, p;1rticularly in 
Central America. where serious social and economic 
inequities treated an atmosphere ripl' for internal 
rnnflitt . 

Thl' pre<.:is\.· dq~rce of :1ctual Soviet and/ or C uh;m 
in\'t1h'cmcnt in fo mcntmg the turmoil is a suhicct of 
dchatc. Thl· internal inequities <llld political rcprl'S
s ion prl·d;ttcd ;111\· Sm·il't or C uban role. What is c lear 
is that thl· Sovil'1 s and Cubans haYc sought to diminish 
U.S. infllll·nce in thl· rL·gion <llld in<.:rL·ase their own lw 
l·xploit1ng thL'sl· itltl·rnal 1nstabil it il·s. and b\' hcttcr
ing rdations with a n umber of Latin countries. 

kanl' Kirkp;Hritk. now U.S. Amhassador to the 
United Nat101b l·xprl·sscs a rather apotal yptic view. 
She has writtL·n. "The dl· tcriorat ion oi the U.S. position 
in the hl'm1~phL·rl' has already crL·ated serious vulncr-
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abilities where none previously existed, and threatens 
now to confront this country with the unprecedented 
need to defend itself against a ring of Soviet bases on 
and around our southern and eastern borders."~ In her 
analysis, past American policies- including "a com
mitment to 'change,'" "ignoring the force of ideology," 
Ha globalist approach." and the human rights emphasis
contrihuted to the Soviet/ Cuban expansion in the 
area and the decline of U.S. power. She calls for more 
"realistic" thinking about the altl'rnativcs to existing 
governments. T he choices, she says, "arc frequently 
unattractive:·~; The Kirkpatrick view is seen as con
s iderably exaggerated by many observers of hemis
pheric affairs. 

Others sec the transformation in Latin America 
resulti ng from an assertion of independence from the 
United States and a desire of Latin Americans to 
shape their own world. This regional self-assert ion, 
according to Ben Stcphansky, emanated from ;It least 
three sources: 11 I popular nationalism; 121 new con
cepts of economic, social, and political development 
that Latin Americans cou ld claim as theirown; and 131 
the opening of diplomatic and commercial relations 
with virtuall y all countries of the world but, in partic
ular, identification of its interests with the Third 
World.;(, 

T he United States is still the most powerful country 
in the region, Stephansky s tates, "but a re turn to 
hegemonic behav ior in reacti ng to social, political, 
and economic experimentation with concepts and 
ideologies different from what the U.S. might prefer 
will invite severe conflicts with an area that is sepa
ratc:ly defining its separate interests.";• Attempting to 
pursue such a policy would leave the United States 
with an alli;lllCl' without allies. 

Another ;malyst secs the Soviet Union a~ having 
"quietlv become a s ignificant factor in L;1tin American 
affairs,'· Rohen S. Lciken writes, "Over the last 12 
years, dctcnte and rising Latin American indepen
lkncc ha v1: iormcd thl· background for thl· Soviets' 
emergence as an economic, political, and military 
furcc in tlh· region. Deep-rooted ;1nti-Ya nkt·c senti
nll'nt :ind Cuban complicity haVL' provitled a condu-
1.: i\l· idl·ulogi1.:al atmosphere."'• 11t is int l· rcsting to 

1H1tl', :ts \t l·phanskv pmnts out, that as late as 1967 
onh· Ar.t:.l' nt111.1, Mexico, Urugu;I\·, <llld l'uha main
ta ined d1plom.1til' rl·lations wtih thL· lJ.\ .\ .lt lkn,cl'n 
196X :ind 197 1 .• ill South AmlTican cou11trk -. except 
1';1ra.~u ;I\ h.1d est:1hl 1s lwd relations wi th t hl· Soviet 
lJn11111. ;1s had Cost:I Ric:1 in Central America.I'" 

Lei ken says the "Soviet probes" in Latin America do 
not constitutl' an independent threat to U.S. security 
hut are important pans of Soviet global strategy. He 
does not sec this Soviet role as requiring or justifying 
a U.S. military response. He cites several factors that 



should govern any consideration of U.S. involvement: 

l. Such actions would strip the United States of 
credible allies in the region by estranging Mexi
co, the foremost country for the U.S. in Latin 
America strategically as well as economically, 
and crippling U.S. influence with such signifi
cant regional ~ctors as Venezuela, Panama, Costa 
Rica, and Ecuador. Many European allies would 
also oppose U.S. actions. 

2. Escalated U.S. involvement in El Salvador would 
push the opposition under control of the U.S.S.R. 
and Cuba, which it is not now. A threatened 
Nicaragua could be pushed into a similar pre
dicament. Cuba's sagging influence would be 
revived. 

3. Increasing outside intervention could ignite re
gional war and would tie down U.S. resources 
already streched to the limit around the globe. 

While some would disagree with Leiken's assess
ment of the significance and success of the Soviets in 
Latin America, many would agree with his warnings 
about the potential consequences of U.S. military 
involvement. These and other points were raised by 
numerous members of Congress during the early 
months of 1981. 

Calling Latin America "a discrete region reaching 
for fuller integration into the Western world's devel
opment system," Stephansky urges an extensive re
view of U.S. policy. He says that this review should 
not shy away from the problem of how to deal with 
the dictatorial military regimes. It should squarely 
face the question of whether the United States has too 
narrowly conceived its "security" interests, particu
larly in view of repeated assertions of past U.S. admin
istrations that the United States "can live with ideolo
gical diversity in the Western Hemisphere."60 Leiken 
concludes that, "What is needed is not a crusade 
against the Third World, but rather help to those in 
the developing world who· are actively struggling 
against Soviet intervention."61 

In Peru, which recently returned to democratic 
government after twelve years of military government 
that flirted with Moscow and Havana, a key govern
ment figure said that any direct U.S. military inter
vention in the region would be disastrous for U.S. 
interests and that all Latin American countries would 
be united in opposition. He said the United States 
needed a "big stick" policy all rfght, but that it should 
be an economic stick. 

Rapidly advancing countries-Mexico and Brazil 
being the best examples-are moving away from the 
Third World in certain respects and closer to the 
industrialized nations. But a threatened U.S. "inter
vention" drives them back to identification with the 
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Third World and Latin American solidarity. 
"Intervention" is one of those terms that provokes 

strong reactions in the Third World. In all the discus
sion of a strengthened U.S. security position in recent 
years, it is a term that has been too readily bandied 
about. Strengthening American presence-not just 
military- and American capability to react quickly 
to potential crisis situations is not an interventionist 
policy. What the United States should seek is the 
ability to act to protect U.S. interests, based on a 
willingness to work with others in support of mutual 
interests. 

Economic security is at issue, and as Stanley Hoff
mann asserts, "Even available, even greatly increased 
power is often unusable."62 Military power may be of 
little value when the objectives are economic or when 
the threat to our economic security could be worsened 
by sending the marines or the rapid deployment force. 
"We should be slow to intervene militarily when 
countries are wracked by internal pain. We should 
also be slow to intervene militarily in others' wars," 
writes Kenneth Waltz. "Intervention risks making a 
bad situation worse." As Waltz comments, "An RDF 
should serve vital interests only and in serving them 
should be guardedly used."63 

Waltz continues, "The United States has many po
litical and economic means for the futherance of its 
interests, and they should be marshalled and used 
before force is brought into play. Even in situations 
where non-military means do not suffice, we should 
act militarily only if a strategy promising success can 
be devised."64 

In particular we should be cautious about interven
tion to shore up unpopular regimes. Short-run military 
and political responses, often designed to protect the 
status quo in a given country, do not necessarily serve 
long-term U.S. interests; indeed, they often prove 
counterproductive. "Forcible attempts to impose a 
vision upon an unwilling reality have been the curse 
of the 20th century," David E. Kaiser has written. "The 
United States must avoid any more of them if its 
foreign policy is to remain effective."65 

According to Seyom Brown, prudence requires that 
the United States maintain the capacity to intervene 
to change a situation that is detrimental to important 
U.S. interests or the ability to affect the outcome of an 
ongoing local conflict that could result in substantial 
injury to important U.S. interests. Professor Brown 
says the existence of highly flexible interventionist · 
capabilities could help deter provocations that might 
require intervention. "Nevertheless, the basic U.S. 
policy should be one of nonintervention in the affairs 
of other countries. The advocates of intervention 
must unfailingly demonstrate that a situation requires 
U.S. intervention and that the costs and risks of 
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intervention . .. arc less than the costs and risk of 
waiting for the dust to settle.""" 

Some years ago, Hans Morgenthau stat ed the case 
well when he wrote, "Intervene we must where our 
national interest requires it and where our power 
gives us a cha nce to succeed. The choice of these 
occasions will he determined not by sweeping ideolo
gical commitments nor by blind reliance upon Ameri
can power hut by a cardul calcul;ition of the interests 
involvc:tl and the power ;1vailablc. If the United States 
<lpplics that standard, it will intervene less and suc
ce1.·d more.''1•• 

Mich.1el Nacht has outlined what he rdcrs to as a 
regional s1.·curity policy of "selective, indirect activ
ism."M Such a policy wou ld recogni ze quite explicitl y 
that the U.S. has a h icra rch y of regional priorities, and 
that not <ill regional security problems arc of equal 
va lue or interest. It would also be "indirect" in that it 
avoids either the promotion of formal security com
mitments or the l'Stablishment of highl y visible and 
therefore highly vulncrabk military bases abroad. 
But such a policy of selective, indirect activism would 
al so convey a strong commitment to protect Ameri
can interests and to compete with the Soviet Union 
on the world stage.611 

Moreover, such a policy would steer the United 
States away from sweepi ng universal principles, espe
cially those that are con tradictory or inconsistent 
with clear U.S. regional security interests. Further, 
sug,gests Nacht, "It suggests that the emergence of 
independent regional power centers that might not 
toe the American policy line should be permitted and 
indeed encouraged to flourish, so long as these centers 
ar1.' independen t of the Soviet Union as well."'0 

As a corollary to this regional securit y approach, 
Nacht would favor, as a number of others have sug
gested, increased reliance on naval power because of 
its flexibility. He su pports increased sealift cap;1hility, 
carrier-based aircraft, anti the USl' of conventionally 
armed se;1-launched cruis1.· missiles. Naval powL'r is 
sel'n as <I me.ms of projecting a milit<Hy presence for 
political purpose~, as well as a means of direct military 
power. 

T he Librnry C1f Congress study' 1 has outlined four 
optional U.S. ;1pproac.:hes to respond to Soviet policy 
in the Third World: 

I. Confrontationi~t policy. This calls for the United 
St ate~ to confront the Sovil'ts wherevn th1.·y Me 
acti v1.· in the Th ird World, focusing th1.· full 
ra11g1.· of policv instruments on th;1t e1Hk;1vor. It 
would c.:cntl'f 1111 <l buildup of c.:onvention;il mili 
tary c.:apahi lin· :ind increased security assistance, 
but all oth1.·r intcrnat10n:1l programs would he 
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employed as well. 
2. Neocontainment policy. Threats of Soviet ?1ili

tary intervention, subversion, or use of military 
surrogates in the Third World would not be met 
with the full range of U.S. policy instruments 
but rather only with military, intelligence, co
vert action, and securit y assistance programs. 

3. Flexible response policy. Th is approach is based 
on a C<lpacit y to respond to Soviet activism in 
Third World areas of primary concern to the 
United States with a range of policy instruments. 
It would focus on areas of vital concern
primaril y the Arabian Sea area, Central America, 
and the Caribbean - and would coordinate use 
of economic and security assistance, intelli
gence, information, and military resources to 
both strengthen moderate regimes and present 
a credibk military deterrent. 

4. Economic secu rit y policy. The goal would he to 
protect U.S. interests not by military buildups 
but by strengthening our international trade 
position. This policy would diversify economic 
relations while reduc ing oil dependency so th<lt 
the economy could withstand short· to medium
tcrm losses of particular Thi rd World areas to 
Soviet influence. In this view, Soviet opportun
ism will be increasingl y constrnined by internal 
we.1knesses and limitations. Past U.S. efforts to 
shore up unstable friendl y regimes or to gain 
leverage with neutral regimes have been largely 
fruitless. The key to U.S. strength is its interna
tional economic position; policy shou ld focus 
on reversing detcrior;1tion of that position. 

In considering the "response" to Soviet policy it is 
important, as we have suggested, not to overstate the 
Soviet role or Soviet success. The Russians havl' 
1.•ncountered a c.:onsist1.·1n pattern of setb;1cks in the 
Third World in addition to wh<lt could he labeled <ls 
successes. 

One pl'rspl'Ctive th<lt may not he representative of 
the T hird World but is nonetheless significant is 
offered by an Indian nL·wspapereditor: "Nobody in the 
Third World, including lndi;1, which Americans sus
pect is a Russian surrogate only b1.·cause it refuses to 
he a Uni ted States surrogate, likes the idea of a 
Russian bear hug. What happened in Afghanistan, in 
any c1sc, was not a bear hug, but simple rape. But if 
nohmh· likes Ru:;sian soldiers, nobody likes th1.· idea 
of th1.· l J.S.S. lnt ('rpris,· patrolling near!)\· W<ltL'rs 1.'ither. 
Almost all th1.· Third World nations havl' l:llllll' tu 
r1.·:ili:1.· that tl11.· way to figh t one superpowe r is not[)\· 
jumping into thL· :1rm~ oi another."".! · 

Similarly, Profrssor Ccrald Bender writes of Africa 
I 



#With rare exceptions every attempt by the United 
States or the Soviet Union to establish an exclusive 
alliance in Africa has been an unmitigated catastro
phe."73 Bender says the African nations want to pre
serve their political independence and to attract eco
nomic and technical help from both East and West. 

Before becoming Assistant Secretary of State in the 
Reagan Administration, Chester A. Crocker noted 
that "there are many examples of Soviet expulsion 
from positions of great influence in Africa and else
where in the Third World." Crocker says the West has 
a variety of technical, financial, and cultural advan
.tages that bode well for Western influence, and, if the 
past is any guide, "Blunders and miscalculations of 
African politics may offer another check on Soviet 
influence." However, Crocker points out that there is 
no longer assurance that Soviet gains will be marginal 
and temporary. One factor is that the Soviet activity 
of today has a distinctly military component. "Inevi
tably, given Africa's military weakness, this creates a 
whole new situation and offers Moscow potential 
leverage and staying power it has possessed nowhere 
in the Third World except Cuba."14 

Professor William E. Griffith expressed a somewhat 
similar view. He noted the list of Moscow's Third 
World failures and said that "today almost the only 
effective Soviet weapon in the Third World is arms." 
However, he observes, "where, as in Ethiopia, Angola 
and even more in Southern Africa to come, Soviet 
arms remain necessary, if only because no other arms 

· are available, Soviet influence is likely to increase."1s 
The way to enhance U.S. influence, Crocker wrote 

in 1978, is not through a reflexive, anti-Soviet stance, 
nor through reliance on broad, all-encompassing doc
trines or sudden bursts of rhetorical posturing. He 
advocated a case-by-case approach in which Washing
ton, at points of its choosing, "would take the lead 
with its European, African, and Arab friends in chal
lenging the presumed Soviet/Cuban right to back 
'progressive' clients and shape the outcome of con
flicts through coercion." The United States, wrote 
Crocker, "must be prepared to play a role in meeting 
Africa's humanitarian and economic challenges as 
well ?S its political-military ones."16 

The Library of Congress report offers this summary 
of the Soviet record in the Third World: 

In the case of Vietnam and Ethiopia, U.S. failures could 
be considered Soviet successes ... the general instabil
ity in Iran, and indeed the Persian Gulf region, seems, at 
present, to be serving Soviet rather than American in
terests. The Soviet Union has nonetheless had its own 
major setbacks despite the use of foreign military sales 
and assistance as a policy instrument in the Third 
World. In spite of substantial outlays of military equip-
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ment and the provision of other forms of military assis
tance to Somalia, Egypt, and the Sudan, the Soviets had 
their close military ties with these countries severed ... 
due to major political differences.11 

In the case of Ethiopia and Somalia, the United 
States and the Soviet Union in effect switched situa
tions, with Ethiopia aligning with the U.S.S.R. and 
Somalia moving toward the U.S. Somalia became the 
third nation (after Egypt and the Sudan) in the Red Sea 
area to oust the Soviets. 

Elsewhere in Africa, the Soviet Union enjoyed very 
close ties with Ghana, Guinea, Mali, and Algeria in 
the early postcolonial era. None of these countries 
retain strong ties with the U.S.S.R. today. Mozambique 
and Angola, which have more recently become inde
pendent, are close to the Russians but have given 
indications of seeking openings to the West. Even the 
Soviet-Libyan relationship is not all that solid. Libya 
has kept Moscow at arm's length, and, as the Library 
of Congress report notes in describing the relationship 
as tenuous, "The only issue that binds the two coun
tries is antagonism toward Egypt and Israel, but even 
on this issue they do not quite agree."78 

A detailed analysis of Soviet influence around the 
world, "Soviet Geopolitical Momentum: Myth or 
Menacet was done by the Center for Defense Infor
mation (CDI) in 1980. T his study of trends of Soviet 
influence in 155 countries since World War II "does 
not support perceptions of consistent Soviet advances 
and devastating U.S. setbacks."79 

The 1980 study resulted in these conclusions:so 

- Outside Eastern Europe, Soviet influence has 
lacked staying power. 

- Starting from a very low base of political, eco
nomic, and military involvement, the Soviets 
have increased their influence around the world. 
Starting with influence in 9 percent of the world's 
nations in 1945, they peaked at 14 percent in the 
late 1950s and now have influence in 12 percent 
of the world's nations (19 of 155 nations). 

- The Soviets have been successful in gaining 
influence primarily among the poorest and most 
desperate countries. 

- Soviet foreign involvement has to a large extent 
been shaped by indigenous conditions, and the 
Soviets have been unable to command loyalty or 
obedience. 

- Soviet setbacks in China, Indonesia, Egypt, India, 
and Iraq dwarf marginal Soviet advances in lesser 
countries. 

- Temporary Soviet successes in backward countries 
have proved costly to the Soviet Union. They 
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provide no justification for American alarmism 
or military intervention. U.S. policies should 
emphasize nonmilitary advantages in the com
petition for world influence. 

While some analysts would differ with some of the 
specific conclusions of the CDI stud\' it would he 
hard to argue that the Soviets have had ;1~1y t hing but a 
decidedly mixed record at best. 

Some perspective on this whok issue is provided hy 
Professor Tom F;1rer. When people speak of Ethiopia 
as an "American defeat" they an: saying, in essence, 
that the Soviets an; there in force while the United 
States would prefer that they were not, farer writes. 
"Thus, in their view, an American defeat occurs when
ever and wherever the Soviet Union intrudes against 
U.S. wishes, no matter what the costs of intervention 
arc in proportion to the gains, or what the costs of 
blocking the Soviets <Ir<.: in proportion to the potential 
rew;irds."xi 

But, notes Farer, this definition of defeat works 
both ways. "If deviation from an idealized world is the 
measure of defeat, the Kremlin tastes it every day. For 
the West exerts its power and influence all over the 
world, a condition the Kremlin would no doubt change 
if only wishes could be realized without cost."82 The 
most important changes over the past decade have 
occurred in the Middle East and Asia, in Farer's view. 
He points out that Egypt, by far the most important 
Arab country in cultural and military terms, has 
moved in one dl'<.:ade from being a virtual Soviet 
dependent to being one of the Third World states that 
is most completely integr;1ted into the strategic and 
economic systems of the Western alliance. 

In Asia, the transformation of relations between 
Ch ina and the United States ranks as one of the major 
foreign policy developments of our time and a drama
tic turnabout for the Soviets. Indeed, <IS the U.S. people 
and the Chinl'se-who constantly em phasize their 
opposition to "Soviet hegemony"- move closer and 
increase military cooperation, some thoughtful ob
sL·rvcrs an: concerned that the United States may 
overpla y the "China card" in rcg;ml to the Soviets. We 
<Ire convinced, however, th;1t a steady, gr;1dual build
ing of <I stron1~ U.S.-Chin<I rel.itionship is wise and 
prudent from a variety of standpoints, including secu
rity. 

Ovcr;ill, as F;1rcr commrnts, the U.S.S.R. "has lost a 
few facilities hcrl', g;1incd <I few there. It may have 
helped mar.~i 1u l l y to enlarge the number of regimes 
calling thcmsdvcs Marxist. But those regimes arc 
impovl'rishcd, inc reasingl y disillusioned by the limits 
of Sovi1.·t economic assistance, <llld <IS cager as ever to 
!-><.: II their rcsourci:s to the highest bidder."x.i Yet, with 
many influential American individuals, institutions, 

64 

and publications relentlessly proclaiming America's 
"supposed defeats," the U.S. public and audiences else
wherL· in the world arc inclined to believe them.ti~ 

At the same time however there are cont inuing 
proclamations about Soviet "w~;1kness." This has been 
a wnsistent theme of the Reagan Administration, 
along with references to the alleged Soviet role in 
supporting international terrorism. Secretary Haig 
makes the point that "we shou ld not exaggerate the 
~trcngth of our adversary." According to Haig, "Mos
cow faces an unenviable present and a gloomy future. 
A list of formidable problems confronts it, ranging 
from the hostility of China to the difficult Polish 
situation, from economic failures to ideological ste
rility."x'> Nonetheless, Haig bcliL·ves that Moscow's 
weaknesses "should not make us too comfortable. A 
stafr as powerful and ambitious as the Soviet Union 
may be more dangerous because its weaknesses run to 
the heart of its systcm."x<, 

T his "we;1k but strong" analysis of the Soviets was 
put forth in an earlier and more elaborate form by 
Philip Windsor, a British scholar. He said, 

The Soviet Union is we;1k. Indeed, it might well be 
argued th;1t her military strength is a function of her 
weakness in other spheres. Her economic help to devel
oping countries consists largely of showplace projects 
. .. She is in no sense capable of sustaining a programme 
of widespread economic growth. She has little to offer 
in the way of a.~ronomic expertise or advanced technol
ogy. 

Since she can hardly play a forceful part in •l world 
system in whid1 economic and political considerations 
interact cnnstantlv, her p11lit ic;Ji influence is, in fact, 
restrained . .. The priiH.:ip<il vehicle of her power i' 
milit;1n· hardware, suppkmentcd by ;1 som1.·tinll'~ trnn
siton· militar,· presence. The polic ies that result arc 
1wtori11u' h u 1h t a hie. ;llld for a II here cm porary succ1.·ss, 
the numlwr 11f cou1Hr i e~ from which the Sm·i1.·t Union 
ha~ he1.·11 c·:--pc·lkd otn,ide hi:r immnliatc all ian ce S\'S· 

tn11 j , :dmo't c·qu i,:dc 111 to tl11.· numhl·r i11 \\'liich s.h1.· 
g:1i11nl :1 lrn1th11ld. ·1 h1.· ,d11h:d prL-~L" ll<.:l" 11f lhl· Sm·i1.·t 
Union 1, :1 de111111i-1 1.11i1111 of h1.·r 't11.·ngtli. hut : 1 ! ~11 :Ill 
i11dw:1 111r ol hc·r "L·;1k 11c·~'- ' 

Policy Implications and National 
Interests 

Policy1rn1kers should procci:d on the basis of a 
realistic assessment of the Soviet record and Soviet 
c;1pahi lit ies- --strengths <llld weaknesses- in the Third 
World. And, more import;1nt ly, the Third World ~ust 
not be viewed simply as <I setting for U.S.-Soviet 
rivalry. 

One of the most significant developments ofrecent 
years, as we have noted, has been the increasing 



strength within the international economic system of 
such nations as Brazil, Mexico, Venezuela, Nigeria, 
Singapore, South Korea, Malaysia, and India. U.S. 
"power" may have declined relative to these nations, 
just as it did earlier in regard to Japan and the Western 
European nations that benefitted from. strong U.S. 
support aher World War II. But the fact is that the 
progress of these nations is entirely cqnsistent with 
U.S. foreign policy goals of the past three decades. The 
maturing and strengthening of these nations is cer
tainly no great comfort to the Soviet Union. And it is 
worth recalling once more that those nations which 
we most closely embraced militarily, South Vietnam 
and Iran, were the most costly and unsuccessful U.S. 
ventures of recent times. 

We have come to believe that much of the uncer
tainty and inconsistency that has plagued American 
foreign policy in recent times is a result of the "post
Vietnam syndrome." But, in considering the current 
status of U.S. policy, it is useful and enlightening to 
evaluate earlier U.S. policy to see how in some respects 
things have changed little, and how some of the 
changes that have occurred are clearly for the better. 

Late in 1964, columnist Walter Lippmann wrote, 
"Recently things have been going badly for us in the 
Far East and in Africa. Not that they were going well 
before. For the prospect in South Vietnam has never 
been good except in the official communiques. And 
the Congo has been going from bad to worse."88 At that 
time, in 1964, Lippmann noted that United States In
formation Service libraries had been gutted and burned 
in Egypt and Indonesia. Both countries now have 
strong relations with the United States. He said that 
the situation has been "going from bad to worse in 
Africa and in that part of Asia which lies within the 
orbit of the influence, actual or potential, of Red 
China."89 China, of course, is now seen as a "good" 
influence in Asia. 

Lippman wrote, 

The serious trouble we are in today lies in the soft 
regions where we have accepted responsibility since 
the end of the Second World War. These are the soft 
regions of Asia and Africa, where the old colonial 
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systems have collapsed ... Into this vacuum of power 
... we have allowed ourselves to be sucked. We have 
done so with the highest motives, by allowing the 
ideology of the Cold War to take precedence in our 
minds over our own national interests. We have staked 
our prestige, a great deal of money, and many American 
lives on the effort to provide governments which resist 
and repel the revolution which is sweeping the under
developed world. 

As a result, we have become grossly overextended in 
regions where we have no primary vital interest. We 
have scattered our assistance to such a degree that we 
help everybody a little and nobody enough ... In this 
globalism and scatteration, we have created enough 
disappointment and frustration to generate a wave of 
anti-Americanism. 

The trouble is that we have not attended to our 
primary vital interests. A primary vital interest is one 
in which the security and well-being of a nation are 
involved .. . A primary vital interest is one which can 
be promoted and defended by calculated, not suicidal, 
means. 

... We are clear about our vital interests in Europe 
and the Americas. In the outer zones of our postwar 
entanglements, it is time to tell ourselves that there is 
much at stake, and that we must be guided not by the 
hot ideologies but by a cool examination and calcula
tion of the national interest.90 

Years later we still do not have that thorough 
calculation of national interest. There is a tendency, 
for example, to want to put together large military aid 
packages without a comprehensive long-term ration
ale. Those U.S. interests in the Third World that 
should be protected need to be clearly defined. Like
wise, the best and most feasible means of protecting 
them-from a long-term viewpoint- need to be deter
mined. Both the advantages and disadvantages of 
arms sales and a large military assistance program 
need to be carefully weighed. 

In outlining some of the alternative approaches, we 
have given emphasis to "selective indirect activism" 
with a strong regional approach, utilizing elements of 
the "flexible response" policy and centering on eco
nomic security as a prime consideration in U.S. Third 
World policies. 
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7 Trade Issues 

At an earlier stage, trade was looked upon by many 
as something of a panacea for the Third World. "Trade, 
not aid," was the slogan, even the battle cry. Key 
figures in the South maintained that if the North 
would simply open the way for more favorable trad
ing conditions, the South would leap over develop
ment hurdles and become relatively self-sufficient. 

Time has proven that matters are considerably 
more complicated. While some important advances 
in trade have occurred, impediments to achieving a 
pattern and structure of world trade that is broadly 
satisfactory are formidable. New factors, such as oil 
price increases and Third World debt problems, have 
further contributed to the difficulties. And the poorest 
of the Third World countries remain largely outside 
the trading framework. 

Despite these complications, however, there can 
still be no doubt that trade is the "engine" of economic 
growth and a vital element in any real progress toward 
strengthening the international economy. 

Evolution of the 
Trade IEnvirontnent 

The Trade Agreements Act of 1934 marked the 
beginning of a liberal foreign economic policy by the 
United States. The act was based on classic economic 
theories of international trade and tariff policy, the 
premise being that free trade would promote more 
trade, and more trade among partners treated equally 
would benefit all. The reciprocal trade agreements 
program was designed not just with laissez-faire phi
losophy in mind but as a response to the excessive 
protectionism of the Smoot-Hawley Tariff Act of 
1930. Tariff restrictions imposed under the tariff act 
by the United States led to prompt reciprocal tariffs 
by major trading partners. The new trade policy was 
intended to open new markets. Reciprocal reductions 
in trade barriers would enable the United States to 
increase its exports and, as a result, promote employ
ment and economic growth. (Chapter 4, on interna
tional institutions, discusses the post-World War II 
development of the international financial institu-
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tions and the General Agreement on Tariffs and 
Trade.) 

In subsequent years many changes occurred in the 
nature of world economic interaction. The Bretton 
Woods system, based on gold convertibility, changed 
to a new floating world monetary system. The relative 
economic strengths of the industrialized nations 
changed markedly. A period of unprecedented eco
nomic growth continued for thirty years. The emer
gence of the developing nations of the world as an 
economic force marked the call for a new international 
economic order. Yet through these and many other 
major world events, the institutions established at 
the end of World War II remained largely intact and 
provided the framework for world economic interac
tion. 

Understandably, trade issues have been at the core 
of the North-South dialogue or debate and have been a 
central part of the South's call for a new international 
economic order (NIEO). Actually, trade has figured 
prominently on the international development agen
da since the United Nations General Assembly, on 
December 19, 1961, designated the 1960s as the (first) 
"development decade." In proposals for action, then 
Secretary General U Thant said: 

The disappointing foreign trade record of the develop
ing countries is due in part to obstacles hindering the 
entry of their products into industrial markets, and in 
part to the fact that production of many primary com
modit ies has grown more rapidly than demand for 
them. It is appreciated that "disruptive competition" 
from low-income countries may be felt by established 
industries in high-income countries. Yet, precisely be
cause they are so advanced, the high-income countries 
should be able to alleviate hardships without shift ing 
the burden of adjustment to the developing countries 
by restricting the latter's export markets. A related 
problem to be solved is that of stabilizing the interna- . 
tional commodity markets on which developing coun
tries depend so heavily. Progress could certainly be 
made if the main industrial countries were to devote as 
much attention to promoting trade as to dispensing 
aid. 1 

There has been undeniable growth and progress in 
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world trade since that statement and many developing 
countries have nenefitted substantially. However, with 
the exception of a few points--such as the distinction 
already noted about changes in the "trade, not aid" 
emphasis, and the changing status of certain com· 
modities-some would argue that U Thant's state· 
ment still rings true. Some recen t statements by 
spokesmen for the South and portions of the Rrandt 
Commission Report are distinctly simi lar. 

At the first U.N. Conference on Trade and Develop· 
ment IU NCT ADI in 1964, the Third World nations, 
acting throu,gh the Group of 77, pressed hard for what 
they s;tw as fairer conditions of trade. Improved "terms 
of track" h;ts been <l c.:orncrstonr of Third World d<.:· 
niands. initialh artic11l;1ted by ll ;ntl Prcbisch when he 
wa~ SL·cretary l.l'tH.:ral of the Unit<.:d Nations Econom· 
ic Commission for I at in America (ECLA) in th<.: latL' 
I 9~0s. l'rl'11i:-.c.:h later headed UNCT AD. 

One ol thL· mon: !-trident as1wcts of the Southl."rn 
\"iewpoint i:. that 1h1: mdustrialt:nl nations an: pL·r· 
petuatin~ a11 ·ncqui tahk i11tL'rll<ltior.al ecrn\111111c.: 
struett11\:. 011L" 11f th1: b.1:-. ic goa Is oft he South h<b h1.:e11 
to obtain clt:rng..:s ill 1 hi..: Ii road 1:c.:onomic principks uf 
"non-di scrimin:.t io11 in 1.:c111wm1c: interaction amor1g 
ec.:onom ic.: ltnL"l( u:d-;'' :1 llll l ill' primary reliance on tin: 
market for dell nn in ill~ t 111' tL·rms of trade.2 In other 
words, the South \\·;inrs trc:itment that Professor Sid· 
ney Weintraub ;,1y.; i'i an<il(lguus w affirmative action. 
The South's view is th:11 p<l'it e>.pluitacion of poor by 
rich c.:1n1ntri~s 1 i.:quin.:s pn:sent and fu ture compensa· 
tion ;1nd rl·c.:tifi~·atiun:1 

Till" "iouth ''"'nt~ the price cif its commodities an<l 
pr(mary produCl'> supp11rt1.:J by either buffer stocks or 
arbitrary price kvcls. fn:.ti.:a<l of having the price of 
these goods var1 with dcm:1nd in the marketplace, the 
developing 11.1ti11lls wanr guaranteed prices. The South 
wants to n·duc1: price fluctu:ttions and create more 
consi~1i.:11t lkm:1nd for th~ir goods in the international 
for:1, p:11ti•:11hrl>' in UNCTAD. Among the p:c:posals 
have lw.:n "i111kx;ition," tying prices of Third Worl<l 
commodity l'XJ ·Orls to the prices .of manufactured 
goods np11!'t1:d by rl1:· industrialized n;Hions; impru v· 
ing m.11kl:t :tl·n:·;:; lnr Third World produc.:t~; by ('IO· 

grL·ssive n•11111v .il of tr;1d;: barricrs; :ind l:Xtendini•. a 
gl'nnali:L'tl ~" -.1n11 11~ p1l·krcncl .; !CSl'l 11n a hro.11k1 
.;c.:ak. U1Hk1 1 lh· ('.\I', l':<port -; nt Third World (PUil 
tril'~ ail· g1:1111L·d d11t y· frL·1: or fL'dll\.l·d-.1111' enrn into 
1ndustnali;:L·d u1un1ries Anothe1 111:11111 ~oal ha~ IK'L·n 
thl· 1.:stahlish111L'lll nl buffer swc.:b ;111J price support~ 
to stabil izl' commmlity pricl'~ . As indic.:ated elsewhere 
in the report, one of the 111ajor efforts of recent years 
h<JS bcen estahl1shmerll of thl' Common Fund for the 
collectiv<.: financing of buffer stocks; that has been 
achieve<l, on a modest scale. 
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The success, which may now have faded somewhat, 
of the OPEC cartel gave rise, briefly, to the notion that 
Third World countries would organize militant car· 
tels on the OPEC model for other critical raw materials. 
However, as John Sewell and John Mathieson remark, 
''The boom or bust syndrome of excess supply and 
excess demand continues to plague both producers 
and consumers."4 

Ironically, the dramatic success of OPEC in the 
seventies may have contributed to the lack of progress 
by the South in achieving some of its objective~ m 
trade negotiations- in addition to theJamage, detailed 
elsewhere in this report, done to many Third World 
countries by the OPEC price rise~. The OPEC succe~s 
probably c.:ntributed to the hardening of Northern 
attitudes in the Nort h-South dialogue. 

The response of the United States and other North· 
ern nations to the South's agenda for change has been 
to view some of the demands as unrealistic and to 
react cautiously to others. The North has tended to 
approach the issues on a case-by-case basis rather 
than in any sweeping fashion. Some rapidly industri· 
ali:ing countries have to some extent been "assimi· 
lated," thus leaving them in less of a dependent condi· 
tion. And, as Sidney Weintraub comments, "The de
veloped countries may not agree with the thesis of 
past exploitation, but are still prepared, after pressure 
and confrontation, to grant concessions.''> 

Weintraub cites tariff preferences by developed 
countries for imports from developing countries as an 
example of such a concession, even though they were 
granted after years of pressure and ultimatel y were 
subjected to numerous qualifications. The North may 
not agree with the terms-of-trade argument but may 
still conclude specific commodity agreements or pro· 
vidc balance-of-payments support when a shortfall in 
fon:ign exchange earnings threaten:; to wreck a devel
opment program. 

The Tokyo round of multilateral trade negotiations, 
concluding in 1979, addressed some of the concerns 
about CATT :ind abo provided some import<lnt po· 
tenti:1I benefits for Third World countries, with the 
CUITL' llt tariffs fo ll111g bY about 25 percent. However, 
the.: Third World countries wnc lcss thanenthusi:.istic 
i1h(1ut the results, particularly the failure to address 
till' t'iSUL' of eliminating some of the quantitative 
harriL·rs against manufactured exports from Third 
World countries. One proposal within GA TT is for a 
!'>akguar<l code that docs not discriminate against 
individual countries and is ti ed to domestic adjust· 
ment assistance to the harmed sector. William R. 
Cline said, "A successful safeguards code is the crucial 
reform necded in this area. Once again, the benefits 
c;rn be mutual for both North and South. Consumers 



in the North will benefit from access to low-cost 
imports, and affected workers can be adequately com
pensated and shifted to other industries."6 

Since opportunities for trade expansion are seen as 
a major goal by many in the Third World, the multi
lateral trade negotiations have opened increasing pos
sibilities for North-South economic relations. The 
growing interdependence through trade increasingly 
links the economic future of North and South. As 
Professor Albert Fishlow points out, total productive 
capacity in manufacturers will grow more rapidly in 
developing countries than in the presently industrial
ized. A progressively larger share of industrial exports 
will originate in lower-income countries. "This shift 
in comparative advantage will still not erode the net 
balance of trade of manufacturers of the North by the 
end of the century. Continued import requirements of 
capital goods-in which U.S. exports to developing 
countries have shown substantial growth-will assure 
a large, if diminished developed country surplus."7 

Fishlow says that the interdependence is threatened 
by increased resistance to imports and a tendency to 
apply new forms of control. The new protectionism 
tends to be sector specific, to be targeted bilaterially 
to offending countries, and to involve quantitative 
restrictions that evade GA TT rules and surveillance. 

'"While directed increasingly at developing countries 
whose lower labor costs and advancing industrializa
tion have made them more effective competitors, 
other industrial countries have not escaped."8 

The Brandt Commission comments that it is often 
forgotten that North-South trade is a two-way street. 
"Unless the South exports to the North, it cannot in 
turn pay for the North's exports to the South. Today 
the industrialized countries have a large positive bal
ance of trade in manufactures with developing coun
tries. The dependence of the industrialized countries 
on the markets of the South is substantial and is 
becoming larger still."9 

Statistics point to the growing importance of North
South trade. In the United States one job in twenty is 
in production for export to the Third World. Protec
tionism can endanger jobs of workers producing ex
port goods for sale to developing countries, a factor 
often overlooked when the "threat" to jobs by imports 
is considered. As the Brandt Report points out, "Failure 
of the mature industrial economies to adjust to the 
realities of international competitiveness may deprive 
them of their prosperity and impose far costlier and 
more disruptive adjustments than those which their 
current measures of protection attempt to postpone."•o 

The growth of world trade slowed markedly in 
1980, although much of the slowdown could be attrib
uted to a decline in the movement of petroleum. On a 
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year-to-year basis, trade volume still increased I per
cent in 1980, compared with an increase of 6 percent 
in 1979. The GA TT secretariat noted that the extent 
of the 1980 economic slowdown was illustrated by 
the fact that four key measures of world economic 
activity- total output, manufacturing output, total 
trade, and trade in manufactures-recorded their 
third lowest growth rates of the past twenty-five 
years. Only in 1958 and 1975 were the growth rates 
less favorable. 11 Despite the slowdown in trade, which 
continued in 1981, trade flows between the industrial 
countries and the oil-importing developing countries 
continued to be the fastest growing ones for the 

· industrial countries, according to GA TT. 

U .S.-Third World Trade Relations 
As this report repeatedly emphasizes, U.S. prosper

ity has become increasingly intertwined with the 
growth and stability of the Third World countries, 
and these countries should be a major factor in U.S. 
economic policy. The United States relies on Third 
World countries as important markets for goods and 
services, as unique sources of imports, and as a focus 
of profitable private investment. In 1979, Third World 
countries bought U.S. merchandise worth $63 billion, 
or about 35 percent of total U.S. exports, including 40 
percent of all U.S. exports of manufactures. OPEC 
countries accounted for $15 billion of the purchases, 
with the non-OPEC Third World countries responsible 
for $48 billion.12 Among the largest U.S. markets in 
the Third World are Mexico, Saudi Arabia, Venezuela, 
South Korea, and Brazil. It is worth repeating that this 
country sells as many manufactured goods to the 
Third World as to Europe, Japan, and the communist 
countries combined. 

In 1979, the United States also enjoyed a $10.3 
billion surplus on its service accounts with LDCs. 
And these countries were the source of 34 percent of 
the earnings of U.S. private foreign direct investment. 
In the first quarter of 1981, the volume of U.S. exports 
increased by 7 percent, compared with a 4 percent 
decline in the fourth quarter of 1980. This improve
ment reflected the stronger demand for U.S. exports in 
Latin America, Asia, and Africa, which resulted in an 
11 percent advance in the volume of agricultural 
exports and a 6 percent increase in the volume of 
nonagricultural exports, according to the Department . 
of Commerce. •3 

The United States has many reasons for encourag
ing the growth and development of Third World coun
tries besides the obvious fact that they can provide 
larger markets for U.S. goods and services._Economic 
growth in the more advanced T hird World countries 
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can have a significant impact on the growth rate of 
the: United States :rnd other developed countries. Al
ready, of course, such newly industrializing countries 
as South Korea, Mexico, and Brazil are becoming large 
enough to have: a significant impact on the interna
tional economy. Likewise, their continued develop
ment is clearly related to the health of the interna
tional econom y. 

The: success of the United States in promoting 
domestic: economic growth and slowing inflation is of 
vital concern to the Third World. The abilit y of the: 
United States to resist protect ion ism, promote capital 
flow, and provide a growing markc:t for Third World 
c:xports is di rectly rcl:1tcd to that success. Emphasis is 
givc:n L'lscwhere in this report to the point that reht· 
tivc:ly prosperous Third World countries arc muc:h 
more: likc:ly to experic:nce political and c:conomic: 
stability and thercfort· hc:ndit U.S. c:conomic and 
securit y inten:.,ts and assure: U .~ . ac:c:c:ss to kt·y rnw 
materials. Nicola~ Harktt<l, World Bank vicc:-prc:sidt·nt 
for the Latin American and Caribbean region, s;1ys, 
"Growth remains a b;1sic necessity .. . . Without growth 
there: i~ little chance of peacefully solving the eco
nomi c and social problems'' in the Third World. 1• 

Similarly, Robert Hormats, now Assistant Secretary 
of State for Economic and Business Affairs (formerly 
Deputy U.S. Trade Representative), sa id that the prob
lem of !>lowed growth ;1mid accelerated inflation in the 
Third World "is likel y to engender greater political 
inst;thil ity ... and most certainly \viii have a negative 
dkct on LDC govc:rnmc:nt s' efforts to allcvi;ltc.: pover
ty in their soc kt ic:s ." 1 ~ Horm;Hs S<tid, "We know from 
the L'Xperienc:es of the mid-70s that successful struc
tural adjustment and return to acceptable growth 
r;ttc:s in dc:veloping countries depends, among othc:r 
things, upon a .;uhstantial exp:insion and divc:rsific:a
tinn llf tht•ir exports. A strong export pc:rform:rncc: 
l·nahks a c1n1111n· to m:1int:1in critical import~ ... 
l'\ l·fl 1n tit\.' f:1n· of highn t· nt· r.~v import eo:-. t ~ . It 
prL·.,nvL'., the 1.«>l1111 n ·':-. crc:d i tworthinc:s~ . . . :ind is 
:tttr:11.: tiVL' t<> ltl lL'lgll i nVL'~tor~." 11• 

At lhl· l'JX() I J.N. Spl'i:.: ial ~e~~io11 on DL"vl'lopmc:11t , 
tht· Th ird World countnl'~. th rough thl· Croup of 77, 
:1d vanced their l1ltc:1national De\l·li1pmc:nt ~tr:llq.~y 
(ID\l for tht· I :J8(b. Hornwh ~:ml that the: !'> trategy 
ckarly reflec t ~ thL· fact th<H :-.c:ver:tl dcvc:lopingcoun · 
tril's u~c:d i11tcrna11onal trade: vt·ry suc:c:c:ssfu ll y in 
their lk..,clopment efforts during the: 1970s. The m;1jor 
focus of the tr;1de ~ection of the: new lnternat10nal 
Developmc:nt Stratc:gy is an increased access for Third 
World countri1.:s to thl· markets of developed coun
tric:s. The most immediate task is to implement the 
agrec:rnents rc:ached in the: Multil.1tcral Trade Negoti -
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at ions (MTN ). According to Hormats, 'The major gap 
in the IDS' trc:<ltmcnt of market access is its silence on 
the is~uc: of trade liber;tli zation by the LDCs them
sel ves."17 

The: second major thrust of the IDS approach 
trade: is the: c:all for differential treatment of the LIJL· 
and support of the: gcncralizc:d systc:m of prefcrcnc~~ 
as an important long-term instrument for promoting 
increasc:d Third World participation in world trade. 
The: CSP, nc:gotiated in UNCTA[) in 1968 and ex· 
tended through 1981 , gives preferential treatmc:nt to 
Third World exports. 

John Sewell and John Mathieson described the U.S. 
policy :1s kec:ping m;1rkcts rc:lnti'1el y open to imports 
of manufactures from Third World countries, hut at 
the samt' timl' placing controls on certain imports 
growing at above-normal rat1.·~ in affected sectors. 
"M:111y of thc:se sc:nsitivc: product~ have: been excluded 
from the U.S. Ct'IH:ral::ed System of Prcfc:renccs ... 
and import quotas or th eir c:quivaknt have been 
estahlishc:d nr tightened on the~e produc:ts." 1

M Under 
the: CSP, items allowed dut v-frei: entr<111Cl' into U.S. 
n1:1rkc:ts amounted to $2.9 billion in 1979, against 
$2.3 billion in 1975. Twenty-one new products were 
;tdlkd to the CSP list in 1 979. 1 ~ 

The Br:tndt Co mmission <trgues that the: GSP's "de
ficiencies require attc:ntion" and that its effectiveness 
has bc:c:n markt·dl y reducc:d by overrest rict ive rn Jes 
on origin, exemptions, and quota limits. The: commis
sion hc:lievc:s thc:se rules should be relaxed and the 
lik of the: CSP c:xtendcd so that the preferential 
tn:;ttmc:nt of devc:loping countric:s would be accepted 
a~ a permanent feature of the: world trading system 
r:lt hc:r than :is a temporary t•xc::ption.w The develop
i 11g countries contend th<H, as their development pro
ceeds, thc:y wi ll gradually be: able to make negotiated 
concessions :tnd assume more of the obligations of 
CATT mc:mbi:rship. 

The: various tr:tdc: liberali zation measures called for 
in t hL· IDS arc: aimed at achic:ving for the Third World 
:i substantially incrc;1sed share of world trade and 
production, c:spc:cial ly in manufactures. Specifically, 
the: IDS cites the "Lima target" of a 25 percent share of 
world production of manufactures by the year 2000 
:tnd the Group of 77's "Arusha target" of a 30 percent 
~hare hy the sami: year. Thc: United States has consis· 
tentl y regarded these targets as unrealistic. 

The U.S. position in response to the IDS was to 
emphasize the U.S. objecti ve: of encouraging Third 
World participation in a market-oriented trading sys
tem wi th appropriate reciprocity in trade concessions 
and <111 ultimate goal of a single set of rules fo r all 
countries. That ndvocacy of a more open and market-



oriented trading system continues under the Reagan 
Administration. 

According to Hormats's review of the U.N. special 
session, the U.S. position was to stress that trade 
flows should be determined by comparative advantage 
in an open and expanding trade system, not by govern
ment fiat, and therefore that the U.S. could not accept 
the Lima and Arusha targets, the goal of harmonizing 
natural products with synthetics, or commitments to 
any specific balances in services trade. 'We also re
stated the well-known U.S. position on reciprocity, 
namely, that while LDC's should not be expected to 
make trade concessions to developed countries that 
are inconsistent with their individual development, 
financial and trade needs, they should make contribu
tions that are consistent with those needs."21 

The U.S. position has been that the Third World 
countries should increase their adherence to GA TT 
obligations in accordance with the development of 
their economies and improvements in their trade 
situation. The United States has taken the lead among 
industrial nations in urging the advanced Third World 
countries to open their markets to imports from de
veloped and other developing countries and accept a 
reduction in preferential treatment. Hormats said 
that the U.S. position at the 1980 U.N. Special Session 
was that the CSP is a "temporary program and that 
such preferential treatment of imports from develop
ing countries is appropriate only to the extent that it 
encourages the ultimate integration of all developing 
countries into the trading system as full partners."22 

In the area of commodities, the United States is in a 
different situation than Japan or Western European 
nations in that the U.S. is both a larger producer and 
a larger consumer of raw materials. Nonetheless, the 
United States does import significant amounts of com
modities from the Third World. All our coffee and cocoa 
plus almost all rubber, jute, and hard fibers come from 
the Third World. U.S. policies on commodity issues 
could be described as ambiguous. The United States 
has, for example, participated in agreements on cocoa, 
sugar, coffee, and rubber. However, the United States 
has taken a skeptical view of a number of broader 
international proposals; it originally opposed the Com
mon Fund to finance commodity agreements, but 
ultimately agreed to a scaled-down version. According 
to Hormats, each commodity agreement has to be 
considered on its own merits. "Now that agreement 
on the Common Fund has been reached, consideration 
is being given to the compatibility of any new com
modity agreements with the terms of affiliation with 
the Common Fund."23 

In outlining the policies of the Reagan Administra-
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tion, Assistant Secretary Hormats stresses these key 
elements: 

- Effective implementation of rules already nego
tiated; 

- Negotiating, or improving rules and understand
ings in new problem areas of trade policy; 

- Removal of domestically imposed disincentives 
to U.S. exports, and improved U.S. export promo
tion efforts; 

- A prosperous U.S. economy that promotes adjust
ment. 24 

One of the major accomplishments of the Tokyo 
round of multilateral trade negotiations, in Hormats's 
view, "was to make a start at dealing with what I 
consider the key trade problem of this decade
nontariff barriers."2s (We have previously noted the 
Jess favorable assessment by Third World countries, 
particularly over the failure to make progress on a 
safeguard code.) Hormats says the "codes" that were 
agreed to during the negotiations are being put into 
effect. 

The Reagan Administration has strongly empha
sized trade in services. This is an area of growing 
importance in the United States. U.S. service exports 
have grown nearly 400 percent since 1971. Special 
Trade Representative William E. Brock said, "Services 
trade is the frontier for expansion of export sales." He 
said some service sectors, such as data processing and 
telecommunications, are particularly important ex
ports and "will be one of the major sources of increased 
productivity in our economies over the coming de
cade."26 As was noted earlier, in 1979 the United 
States enjoyed a $10.3 billion surplus on its services 
account with the Third World. 

At present no coherent international framework 
exists for dealing with services trade issues. The 
United States is seeking. to work through the OECD 
to identify barriers to such trade and, in the long term, 
to pursue multilaterial trade negotiations on services. 

The Textile Tangle 

For much of our history, the United States remained 
relatively indifferent to international commerce and 
to its impact on our economy. Now, however, it is 
clear that trade is a vital element of our economy and, 
as the figures demonstrate, commerce with the Third 
World is an increasingly important aspect of that . 
trade. But, as we have indicated, with the growing 
significance of U.S.-Third World trade, some new 
approaches to issues and new arrangements are neces
sary. 



U.S. l'olicy and the Third World 

The negot1<1t1un~ on the muitifiber arrangement, 
under the auspices of CA TT, cucompass many of the 
problems that complicate current international trade. 
The textile industry within the United States has 
been st rongly dissat isfied with the current agreement, 
which expires at the end of this year. The industry 
favors a concept of "globalization," under which each 
importing country would set total limits on the vol
ume of imports in each of 104 categories of textiles. 
Each exporting country signing the arrangement would 
get a percentage of the total. The industry also argues 
that these global import levels should be related 
directly to the growth in the U.S. market to ensure 
that imports don't grow faster than the market.21 

The industry is also urging that in the negotiations 
a distinction shou ld be made between the "big three" 
in textiles and apparels !Hong Kong, Taiwan, and 
South Koreal and other Third World countries. A 
representative of the International Ladies' Garment 
Workers Union llLGWUI, testifying before the House 
Ways and Means Committee, said, "We should con
tinue to favor emerging nations such as Sri Lanka, 
China, Bangladesh, Egypt, and others." But, Shelley 
Appleton, the ILGWU secretary-tn.:asurer, said, in a 
statement that parallels the official U.S. view on 
NICs, "Nations that now have a significant share of 
our market have graduated from the developing stage 
to one more properly called newly industrialized na
tion status. We believe that these nations have had 
s pecial help long enough, and it is time that they, too, 
make a contribution to the developing countries."211 

Many Third World countries have turned to textiles 
as a primary element in their industrial bases because 
they require less capital investment than heavy in
dustries. The 11atural markets for their products are 
the industrialized countries, which have long had 
problems with their own textile industries. 

A 1980 report from the U.S. International T rade 
Commission IJTCI su mmarized the problem: "The 
developed countries want to reduce or eliminate their 
textile trade deficits. stabilize employment and protect 
their domestic producer~' share of the home marke t . 
Most devl·loping coun trks that export textiles seek 
to expand employment as well as im:n:ase their export 
earnings and sharl· pf the developed countries' mar
kets."iv Howl·ver~s the ITC notes, real growth in 
consumption i1tlhc world textile and apparel market 
is insufficirnt to enable all the countries to achieve 
their objectives. 

For the Reagan Administration the textile negotia
tions pose a dilemma of balancing a strong free-trade 
emphasis against U.S. jobs and domestic considera
tions involving one of the nation's largest industries. 
While the United States is expected to favor continued 
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but controlled imports from the Third W orld, the 
European countries are pushing for a severe cutback 
in imports from the Third W orld-at a time when 
soml' of the Third World countries believe t hey are 
already excluded from developed cou ntry markets. 
Despite the divisiveness of the issue, all the partici
pants have an interest in worki ng out multifiber 
arrangements and avoiding a protectionist surge. 

U .S.-China Trade Relationships 

A country of growing importance in the textile and 
apparels market is the People's Republic of China. It is 
also a country of great potential importance to the 
United States as a trading partner. Although there 
was some initial overoptimism about U.S.-China trade, 
enormous possibilities do exist, and we should pro
ceed to build that trading relationship, like ot her 
aspects of U.S.-China relations, in a steady, gradual 
manner. Since the normalization of relations with 
China, the framework for a growing relat ionship has 
been provided by the granting of most-favored nation 
IMFNI status to China and the extension of the oper
ating authority of the Overseas Private Investment 
Corporat ion IOPIC) to include China. 

Chinese Premier Zhao Ziyang !then Vice-Premierl 
told Senator Robert Byrd in 1980 that the United 
States and China should coopera te on a long-term 
basis from both a strategic and economic perspect ive. 
Zhao told Ryrd that the labor power, resources, and 
markets of China are of great significance to the U.S. 
economy, while China needs capital and technology 
from the United States. As t he Chinese economy 
graduall y develops, Zhao said, C hinese markets can 
absorb more American commodities. He noted that 
some were doubtful about Sino-American economic 
cooperat ion "because our trade volume is not that 
great and cooperation between the two sides in certain 
fields is not as smooth as it should be ... We should 
look ahead and see the prospects for further expansion 
in our economic relations. If China is to introduce 
American technology and American capital, China 
must pay with its own commodit ies ... China's Amer
ican friends shou ld help C hina to introduce more U.S. 
capital and technology. C hin a has set its policy to 
enter inte rnational markets and strengthen economic 
relations with foreign countries."·111 

China has serious economic difficulties. It is at
tempting to overcome them through its Four Modern
izations program but has already had to revise some of 
its original modernization plans and goals. As A. 
Doak Barnett, senior fellow at the Brookings Institu
tion, has pointed out, "Wl· have to provide more 
financing and credit to back up our economic relation-



ship, to support China's modernization and to increase 
United States-China trade."31 As noted elsewhere in 
this report, some progress has been made toward 
integrating China into the international financial 
institutions, specifically the IMF and World Bank. 

Barnett said, "We will also need ... to avoid protec
tionist impulses. We have to buy more low-cost, labor
intensive Chinese goods, including textiles ... I am 
the first to recognize all the problems that this in
volves. It is politically and economically very difficult 
for the United States. However, it is very doubtful 
that we will ... be able to create and sustain an 
important long-term economic relationship with 
China unless we are able to face up to some hard 
decisions in this field."32 

Two-way trade with China reached $4.9 billion last 
year, doubling the previous year. Between 1977 and 
1980, China's purchase of U.S. agricultural commodi
ties rose from $64 million to more than $2 billion, 
making China the fourth largest foreign market for 
U.S. agriculture. Agricultural sales to China in 1981 
are forecast at $2.5 billion.33 Agriculture Secretary 
John Block cites China as one of five Third World 
countries being targeted for major U.S. grain exports. 
(Others are Algeria, Brazil, Chile, and Morocco.)34 

However, U .S. exports to China need to be diversi
fied, in Barnett's view. "They have mainly been agri
cultural so far. Industrial exports are growing. But we 
need to be a serious participant in the major trade 
which is going to take place ... particularly in plants 
and technology to help build China's infrastructure."35 

Barnett also calls for increasing cooperation be
tween the U.S. government, business, and academic 
specialists on how best to develop lasting economic 
relations with China. "W e need to take a long-range 
view, as I think the Japanese and some Europeans do. 
Very few Americans look at economic cooperation in 
this way."36 Walter Stoessel, Under Secretary of State 
for Political Affairs, says that strengthening the U.S. 
relationship with China is a matter based on "enlight
ened self-interest and mutual respect" for both coun
tries.37 

Trade Policy Priorities 

Trade issues are complicated and entangled, as the 
example of the textiles negotiations illustrates. But it 
is evident that trade, and particularly a sound long
term trading relationship with Third World nations, 
will be vital to our own prosperity and to a stable 
international environment. 

The United States should proceed with trade liber
alization efforts and should adhere to the codes estab
lished in the Tokyo round. Assistant Secretary Hor-
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mats has pledged that the U .S. will work for further 
reductions in nontariff barriers and in implementing 
the agreements already made. There should be at
tempts at further reduction of quantitative restric
tions on imports from Third World countries. In 
particular, we hope to see progress toward a safeguards 
code, discussed earlier in this section. 

Although the generalized system of preferences 
should, in our view, be extended and clarified, it 
should not, as the Brandt Commission suggests, nec
essarily be accepted as a permanent feature of the 
world trading system. The CSP should be particularly 
aimed at the less-developed of the Third World coun
tries. We believe that the newly industrializing coun
tries (NICsj should be more fully integrated into the 
international trading system. As Hormats has stated, 
"This involves insuring that they undertake obliga
tions commensurate with their stage of development. 
This will help insure that the poor developing nations 
are treated in ways appropriate to their less advan
taged positions."38 

At the same time, the United States should concen
trate on developing firm and reciprocal trade arrange
ments with key "advanced" Third World nations in 
this hemisphere-specifically Mexico, Brazil, and 
Venezuela. 

Almost all concerned parties in this country agree 
that the U.S. export performance needs to be strength
ened in order to respond to the increasingly competi
tive international environment. The Reagan Admin
istration has lent strong vocal support to the bolstering 
of U.S. export policy. "Trade is no longer a marginal 
activity in the United States," said Special Trade 
Representative Brock. "It has become a vital element 
in our domestic economy." Brock said, "This year 
American exports and imports of goods and services 
combined will reach nearly 25 percent the total gross 
national product, twice the comparable figure for 
1970."39 

In a report by the Dallas-based Center for Interna
t ional Business, Reginald H . Jones, chairman of the 
General Electric Company, suggested four require
ments for strengthening the U .S. trade role: ( 1 l a 
government policy to improve the productivity and 
competitiveness of U.S. industry; 12) a change in public 
and governmental attitudes toward international trade 
and investment; (3) a reduction in non tariff barriers in 
other countries that "subtly exclude" American prod-. 
ucts; and (4) a reduction in obstacles imposed by the 
U.S. government.40 

A bipartisan group of senators, headed by William 
Roth, Jr., and Lloyd Bentsen, Jr., introduced the Na
tional Export Policy Act (S. 969) of 1981 "to establish 
export expansion as a national priority and to create 
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an environment that will encourage exports of U.S. 
goods and services."41 As the authors of the bill stated, 
"The need for this legislation is clear. Our country 
today faces serious problems in the international 
trade arena, and we are losing our competitive capa
bility and world leadership role."42 

The bill calls for stronger efforts to remove foreign 
tariff and nontariff barriers. The sponsors say that 
multilateral negotiations and agreements are a prefer
able solution to many U.S. trade problems but that the 
trade agreements and codes reached so far have not 
achieved adequate removal of artificial barriers to 
U.S. products abroad. The bill encourages implemen
tation of the subsidies code on agricultural products 
by creating a standby export subsidy program for 
agricultural commodities that neutralizes the effects 
of other countries' export subsidy programs if they 
fail to follow the code.43 

Other proposed legislation with strong merit is the 
bill by Roth and others to establish a cabinet-level 
Department of International Trade and Investment. 
At first glance, any new cabinet department appears 
to be a bad idea. In this time of concern about "too 
much government" and overbureaucratization, there 
is justifiable skepticism about any proposal to add 
another government department. However, an exami
nation of the current government apparatus shows 
that trade functions are dispersed throughout a num
ber of agencies instead of being unified and well 
coordinated. 

A reorganization of limited trade functions occurred 
under the Carter Administration, but trade responsi 
bilities remain widely scat tered throughout the gov
ernment. Thl· Commerce, Treasury, State, Defense, 
Labor, and Agricultu re Departments all deal with 
trade matters, as do thl· Spc<:ial Trade Reprcst:ntativc, 
the Council of Economic Advisor·s, and numerous 
others. The Roth hill (S. 970) would consolidate non
agricultural responsibilities into a si ngle executive 
bram:h agrncy "Notwithstanding last year's rcorgani
za t ion," said R< •th, "we have s till got chaos. Instead of a 
singk, strong mice for trade, we havl' got a two-, or 
perhaps, thn:l' hl·alkd monster. We have got rivab 
among agcnck~, instead of a well -coordinated cnginl· 
for a new economic growth. We have got burc.1ucratic 
infighting i n~tl.'.ad of <: kar, po~it i vc pol icics; and we 
havl' got <I s tructure that 11pcr;1te~ for the benefit of 
our bureaucrats, rather than for the benefit of Amer· 
ica's traders."J 1 Under this proposal, all nonagricultu r· 
al trade and im estment anal ysis, policymaking, nego
tiation, and impkmentation functions would be con
solidated into one agenc y.J' 

A particularly telling point made by Senator Bent· 
sen is that thl· United States continues to be the only 
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major economic power without a government depart
ment or ministry with primary responsibility for for
eign trade. "Our successful t rading partners have 
shown us that, if we are going to compete- and com
pete effectively- in today's rapidly changing and in
creasingly interdependent world, we must become 
properly organ ized."46 

Senator Bentsen said the facts argue strongly "for 
pulling all the threads of trade policy together, locat· 
ing them in one agency with exclusive power and 
jurisdict ion over trade, and naming a Secretary with a 
clear mandate to represent our trade interests force
fully and at the highest levels of Government."~7 

Bentsen suggested that suc h a reorgan ization wou ld 
actually result in a more streamli ned and efficient 
federal bureaucracy. 

Although we believe there is a strong case for 
reorganizing the government's trade apparatus, we do 
not want to see undue weight given to "protectionist" 
groups. And any comprehensive U.S. trade strategy 
must recognize the growi ng importance and potential 
of Third World trade. 

In terms of international "structural reform," we 
have noted t hat the Third World has been push ing for 
increased trade liberalization, paticularly in those 
areas of manufactured products where the South is 
now highly competitive internationally. As Professor 
Roger Hansen states, "In this instance, Sout hern ob
ject ives and U.S. rhetorical commit ments form a near· 
perfect fit, as the United States has Jed all major 
international efforts to liberalize trade ever since the 
J 93Qs."IK 

Furthermore, as Hansen indicates, this also repre
sents the classical "positiVl' sumH bargaining situation, 
where all parties may be presumed to gain from the 
lowering of tariff and nontariff barriers to i nternation
al trade. However, owing at kast in part to their own 
recent economic problems, Northern countries have, 
according to Hansen, "begun to reconsider the essen
tial wisdom of sustaining present levels of trade liber
alization, let alonl· lowering existing harriers any fu r
thcr."~9 Hansen says that Northern s tates, particularly 
tho~e in thl' Europl'an community, arc increasingly 
intl·rvening w affect the structure of industrv in their 
<:ountrie~ . 

A new international framework will admittedly be 
difficult to achieve, but, <IS Hansen says, it 1s needed 
to rl'solvl' "thl' potentially dangerous econom ic con· 
fli<:ts bound to ac<:omp;m\· unilateral, uncodified, and 
unpoli<:ied intervention of this typc.""1 Such a frame
work, in Hansen's view, is also clearly in the long
term Northern economic interest. And it is the long
term interest that needs to he considered in the U.S. 
•lpproach to these issues. 



As Albert Fishlow points out, the luxury of auton
omy does not exist in dealing with trade issues. "Only 
if a significant number of trading partners all accept 
the discipline of international competition will a 
liberal regime persist. . . . It is easy to slide into a 
negotiated and managed state that seems to afford 
less interdependence and even short-term advantage. 
The price will be one of longer-run inefficiency, not to 
mention conflict among nation states."s1 Progress 
toward achieving these goals will depend a great deal 
on the leadership exercised by the United States, with 
its long-standing commitment to reducing trade bar
riers. 

Trade is a key factor both in strengthening the 
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8 Information and Communications Issues 

The divisions between North and South are by no 
means confined to economic, political, and security 
issues. They also extend to an important facet of the 
world's social context-communications. There has 
been a strong sentiment in many sections of the Third 
World against what has been called "cultural imperial
ism" on the part of the developed countries, and the 
United States in particular. One issue that has sharply 
divided North and South is the push for what is now 
called the "new world information order" (NWIOJ
which, in many ways, finds its impetus in the same 
sentiments that gave rise to the drive for the new 
international economic order (NIEOJ. 

Many Third World countries assert that the inter
national communications system is inequitable, im
balanced, and biased against them-the same claims 
they have made against the international economic 
system. On the communi~ations issues, more than on 
the economic issues (where the communist nations 
have often remained on the sidelines), the Soviets have 
lined up with and, indeed, encouraged the Third 
World. 

Third World nations are questioning the Western 
concept of the free flow of information, saying that it 
serves only those who control the networks of com
munications. A primary source of their concern is the 
dominating role of the major Western news agencies. 
Third World spokesmen argue that the structure of 
world communications "preserves the old colonial 
principles."1 

The developing nations object to both the quantity 
and quality of news about the Third World. Addition
ally, they claim that the news coming into their 
countries- as well as films, television programs, ad
vertising, and other examples of Western culture
often reflects alien values and amounts to cultural 
imperialism. A central issue is the proper role of 
governments in relation to the press. When differing 
concepts of press freedom and responsibility are added 
to the Third World objections to the present interna
tional information system, the stage is set for a major 
North-South confrontation, and for both sides the 
stakes are high. 
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The battle is taking place in the United Nations 
Educational, Scientific, and Cultural Organization 
(UNESCO), which is based in Paris. UNESCO itself 
has become a focal point of major criticism from the 
United States and elsewhere 'in the West. The com
munications issues have been under discussion in 
UNESCO for more than a decade, but the debate has 
become especially sharp in recent years. It is a debate 
that has generated more heat than light. Both sides 
have tended to act reflexively without thoroughly 
examining the other points of view. 

Faced with the continued lack of consensus, and 
following major controversy at the 197 6 UNESCO 
General Conference, UNESCO established the Inter
national Commission for the Study of Communica
tions Problems in 1977. Headed by Sean MacBride, an 
Irish diplomat who has been awarded both the Nobel 
·and Lenin Peace prizes, the commission was to take a 
comprehensive, independent look at the future of 
communications and the issues that had dominated 
the UNESCO debates. In 1980, the MacBride Commis
sion published its findings in a report, Many Voices. 
One World, and the controversy hit new heights. 

The report was seen as an endorsement of the new 
world information order and was subjected to much 
criticism in the West. However, the report does, for 
example, declare that "censorship or arbitrary control 
of information should be abolished" and that "accu
rate, faithful and balanced reporting ... necessarily 
involves access to unofficial as well as official sources 
of information.''2 The Soviet representative on the 
commission was the sole dissenter on these points. 
The commissioners tried to place the communica
tions issue into the larger framework of the North
South dialogue, saying 

The disparity between North and South is not a mere 
matter of time· lag. Thus, it cannot be expected that the . 
developing countries will "catch up" through being 
given financial assistance by the developed. In reality, 
the disparities are becoming greater and more serious. 
This points to needs which go beyond the need for 
assistance: the elimination of unjust and oppressive 
structures, the revision of the present division of labor, 
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the building of a new international economic order. 
Communication reflects the disparities which charac· 
terize the entire international scene, and therefore 
stands in need of equally far-reaching changes. These 
are the funda mental arguments for a new world com
munication order.·l 

That a quantitative imbalance in the flow of infor
mation exists cannot be denied. While the Third 
World accounts for three-quarters of the world's pop
ulation, only I 0 to 30 percent of international news 
concerns th e Third World. Additiona lly, 90 percent of 
this information comes through one of the four major 
news agencies: the Associated Press, United Press 
International, Agence France Presse, and Reuters.4 

Because of their preponderance in the field, it be
hooves the major agenci es to deliver complete and 
objective reports. Third W orld nations do not believe 
the Western agencies are, nor perhaps can be, objec
tive. The MacBride Commission explained that, while 
by s trict definition news distortion occurs when un
truths or slanted viewpoints are woven into a news 
report, there are less obvious (to the journalist) ways 
for a reporter to distort the total picture. 

This occurs: (al where events of no real importance are 
given prominence and when the superfici al or the 
irrelevant are interwoven with facts of real significance; 
(bl when ... partial truths are assembled to form the 
appearance of a complete truth; (cl when facts arc 
present ed in such a way that stirs unfounded or exag
gerated doubts and fears ... ; (di when silence is main
tained on facts or events presumed to be of no interest 
to the public.s 

There is at least some truth to these allegations. 
The first claim, that the unimportant is given prom

inence, is a result of two different factors. One is that 
since journalists are often unfamiliar with the full 
background of the stories they cover, they cannot 
always tell what is "objecti vely" important. The ot her, 
and usually more important, factor involved is the 
judgment of news values. William Randolph Hearst's 
comment that news is "what is interesting, not neces
sarily what is important" is a guiding principle for 
much of the news media. That may not be the ideal of 
news coverage, but it reflects the pragmatic purpose 
of most Western media-to sell news. 

The second allegation, that the whole story is not 
told, is, in large part, the result of spacial limitations 
and insufficient information. Given the disparity be
tween the amount of news that occurs and the amount 
of news that people want to hear, no news agency can 
hope to do more than present a bare outline of the most 
important events. This presentation is based on the 
premise that as long as an event is mentioned, anyone 
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particularly interested in it will seek further informa
tion from other sources. The other factor is that jour
nalists often know an event took place but are not 
allowed sufficient information to portray it fully. 
They will thus present whatever information is avail
able to them. For this problem, many Third World 
governments must share responsibility. Those coun
tries that res trict journalistic access cannot expect a 
full and balanced report of occurrences within their 
nations. 

The claim that facts are slanted to encourage emo
tional responses is both less defensible and less wide
spread. On the whole, Western journalists do not 
purpose ly bias their stories. It does, of course, happen; 
certainly there are examples of "yellow journalism." 
However, this sector of the media has minimal s ignifi
cance and is denigrated even in the West. 

The Western press does tend to use shorthand 
and/ or generalizat ions that place labels of "Marxist" 
or "right wing" on governments which consider them
selves far more complex than the labels would imply. 
Third World governments often see this as a type of 
outside interference and "cultural imperialism." It is 
understandably irritating to Third World governments 
to find their people bombarded with newspaper, tele
vision, and radio broadcasts providing trivia, or, what 
is worse, promoting high consumption and alien value 
models with little relevance to their society's realities. 
Much of this comes through entertainment program
ming and advertising, but many Third World leaders 
see it as reinforced by news agency reports. 

The fou rth criticism of how news is allegedly dis
torted- that many events are not reported-is indeed 
true. The press is accused of reporting coups and 
disasters while ignoring battles against poverty. While 
partially the result of spacial limitations, there is 
another factor involved here. As Gerald Long of 
Reut ers explains, "The prevalent school of journalism 
throughout the world is a journalism of exception. In 
other words, you don't report that everything is fine in 
Pakistan today. You report that there has been an air 
crash."6 

It should be noted that many Third World nations 
have their own news agencies, which to varying de
grees control distribution of news within a country, 
often acting as a sort of gatekeeper. As British author 
Anthony Smith points out in his book The Geopolitics 
of Information: How Western Culture Dominates the 
W orld (New York: Oxford University Press, 1980), 
Western journalists, true to the Western concept of 
news, do seek out the aberrational rather than the 
normal; however, many Third World news agencies 
adopt a simi lar attitude: reporting the gloom-and-



doom stories from elsewhere while ignoring some 
home-grown problems. 

Many who question the notion of a "new world 
information order" would readily concede the inade
quacies of news coverage of the Third World. Rose
mary Righter, a British correspondent and author of 
Whose News? Politics. the Press, and the Third World. 
writes, "There is justice in many of the developing 
countries' demands for better and fuller coverage of 
their affairs and for the right to put their own views 
directly to the rest of the world. The dilemma for the 
West is that the principle of freedom of information is 
being rejected as intrinsic to the neocolonialist pat
tern of dominance.''7 

However, a study of Third World ·news coverage by 
the four major wire services, conducted by a team of 
University of North Carolina and Indiana University 
journalism professors, reached some interesting con
clusions. While their findings supported charges that 
Western coverage tends to concentrate on conflicts 
and crises, they also determined that Western wire 
service reporting generally concentrates on political 
affairs. And, significantly, the study found that West
ern wire services going into the Third World carry a 
heavy concentration of news originating from the 
respective Third World regions.a 

The issues of news coverage raised by the Third 
World. are serious problems. Ther~ is increasing ac
ceptance in the West, albeit belated, of the validity 
of these criticisms. If they encompassed the entire 
debate on the international information system, sat
isfactory progress toward resolving them could prob
ably be made. 

But the political questions involving the freedom 
and responsibility of the press and the proper role of 
governments are another matter. As the Los Angeles 
Times editorialized, Third World resentment of the 
fact that most of the world's news agencies do not 
adequately inform the world of their needs ~rid prog
ress "has some legitimacy." But, comments the Times. 
"The solution lies not in establishing a system of 
censorship but in offering these nations technical and 
educational assistance to improve their communica
tions systems."9 

At the 1980 Belgrade conference on UNESCO, no 
final action was taken on the new world information 
order proposals, as Western nations once again man
aged to stave off the worst of the media-control pro
posals. The matter will be taken up by the next 
UNESCO general conference in 1983, but in the 
meantime the proposals are being hotly contested 
within other UNESCO bodies and in press and gov
ernmental circles. Although the MacBride report 
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called for the rejection of a licensing procedure for 
journalists, such a notion is still being pushed by 
some within UNESCO under the guise of "protection 
of journalists." 

The U.S. government and media have vigorously 
opposed proposals to "protect" or license journalists, 
as well as various proposals suggesting greater gov
ernment control of news flow. Amadou Makhtar 
M'Bow, director general of UNESCO, maintains that 
the organization is not intent on controlling or re
stricting the news media and "has never said that all 
information media should be in the hands of govern
ment."10 

The United States and Western nations have sought 
to emphasize concrete proposals that could lessen 
some of the technical constraints on the truly free 
flow of information. These efforts led to the establish
ment of the International Program for the Develop
ment of Communications UPDC), a new UNESCO 
program which was approved at Belgrade in 1980. The 
IPDC is aimed at moving emphasis away from political 
conflict and toward specific actions to solve Third 
World communications needs. These actions include: 

- Reducing communications tariffs. 
- Stepping up training programs for the Third 

World media. 
- Upgrading print and broadcast equipment in the 

Third World. 
- Working for better c_ommunications systems in 

the least-developed countries. 
- Assisting in start ing or improving national and 

regional news agencies. 
- Studying and otherwise supporting an increase 

in the world's newsprint supply, and determining 
how new sources can be found and prices reduced. 

These are the kinds of programs that, regardless of 
UNESCO, the United States and other Western na
tions should be supporting. 

The National News Council, an independent U.S. 
body which reviews and comments on press contro
versies, said that it recognizes "the warrant that re
grettably exists for many Third World complaints 
about the quality and quantity of news disseminated 
to the rest of the world on developments in their 
countries and for their charges of cultural bias on the 
part of many reporters."11 But the council remains 
convinced that the right road to overcoming existing . 
inadequacies and moderating the sense of grievance 
widespread in the developing countries, especially in 
Africa, "lies in vastly expanded programs for new 
journalistic training programs, access to satellites 
and other new technology, and a general strengthen-
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ing of the communications infrastructure in the Third 
World."12 Stating that it does not wish to minimize the 
hurdles standing in the way of any possible agreement 
on the "still decidedly amorphous concept" of a new 
international information order, the council says a 
distinction must be made "between the power and 
propaganda drives that animate dictatorial countries 
on this issue and the much more deep-rooted dissatis· 
factions that underlie much of the pressure from 
within the Third World."13 

Some have suggested that the United States should 
withhold funding and/ or withdraw from UNESCO. 
However, Leonard H. Marks, former director of the 
United States Information Agency and current secre· 
tary-treasurer of the World Press Freedom Committee, 
said, "I oppose withdrawal from any international 
forum. If you are not there, you can't get your views 
across, you forfeit the debate. The Third World is 
divided over the communications issue. At least 20 
percent of Third World countries have some kind of 
free news media and as the West provides more com
munications aid, the number will grow. By the next 
UNESCO general conference in 1983, more Third 
World countries will take a moderate stand and the 
totalitarian view will not prevail."14 As the National 
News Council concluded, the United States should 
"press energetically in UNESCO and every other forum 
the lesson that all history has taught ... that the free 
flow of information is an indispensible building block 
of all liberty and that no corrective for perceived 
distortions or misinterpretations will be found in 
censorship, suppression or other government-mandated 
restraint on the press."1s 

In vigorously resisting efforts to impede the free 
flow of information or to hamper press freedom, th e 
United States is acting consistently with our own 
hallowed traditions and constitutional rights. But, 
quite clearly, other nations, particularly in the Third 
World, do not necessarily share our traditions and 
concepts of the role of the press. While we should 
emphasize what we see as the compelling case for a 
free press, we should also attempt to understand how 
a differing role for the press may be envisioned in 
some Third World co untries. 

Frank Campbell, information minister of Guyana, 
even questions the U.S. concept of a free press. "By a 
free press, in the West you mean a press owned by a 
few people who have a commercial monopoly ... 
They are 'the good people' and they 'know what is 
right.' A free press means, for you, that the owner of 
the press is free to prevent whom he wants from being 
heard. You don't have a free press at all. You have a 
press imprisoned by commercial interests."16 Camp· 
bell says Third World countries "don't want other 
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governments telling us we must have television sta· 
tions that show 'I Love Lucy' all the time or telling us 
how to write our newscasts. In the U.S., you are rich 
enough to afford diversified and uncontrolled media, 
but many developing countries see their media as a 
way of promoting economic progress."17 

Stephen S. Rosenfeld of the Washin~ton Post said 
he was prepared to accept that "the postwar dominance 
of the United States and not merely the novelty of 
Western ideals had something to do with the gaining 
of international approval for 'free flow.'" But, he added, 
"that is no reason to abandon the principle. It is reason 
to understand that only a few countries in the world 
truly prize it."1s 

"The development angle, however, is more sobering. 
One can argue about degree but one cannot deny that 
the mass media do have an effect on people's con· 
sciousness. It must be galling to Third World people 
of public spirit to see their newspapers, films, televi
sion shows and even their comic books either provid
ing trivia and circuses or-worse- promoting con
sumer and value models of slender relevance to their 
own societies."19 

Development (or developmental) journalism has 
been a factor of the Third World journalism for fifteen 
years, and it has many proponents. Some Third World 
leaders undoubtedly feel about the media as F. C. 
Bartlett felt about political propaganda in 1940: 'There 
is no escaping from its insistent voice. Even were it 
only half as effective as it is often claimed to be its 
power would be enormous ... It is at work to fashion 
the education of the child, the ambitions of youth, the 
activities of the prime of life, and it pursues the aged 
to the grave."20 Some Third World leaders, therefore, 
seek to control it, to reduce its critical energies, and 
to harness i_ts potentialities. 

The MacBride Commission report states, 

T he problem is that of reconciling two imperatives. 
The first is the positive contribution expected of the 
organs of information-which some would wish to 
make an actual obligation - in mobilizing or alerting 
public opinion in connection with the major questions 
which condition man's development and upon which 
the survival of mankind depends. The second is the 
freedom of the press- which has also to be regarded as 
an obligation- to make facts known simply because 
they are facts. Difficult choices must constantly be 
made, as professional communicators well know.21 

The mass media can have an important role to play 
in development. They are uniquely suited to raise the 
level of aspirations of citizens in Third World coun· 
tries, creating a climate for modernization. The effec
tiveness of any development program, especially one 
which depends more on the involvement of a large 



portion of the citizenry than on the importation of a 
high technology sector, depends on a cultural recep
tivity to change. Everett M. Rogers, a journalism 
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professor interested in the diffusion of innovations, 
created the paradigm shown in Table 3 of the role of 
mass media in development.22 

Table l 

Role of Mass Media in Development 

Consequences in More 
Modernizing Climate fo r Adoptions of Modern Behavior and 

fl ------- d ------ -------In uences Mo ernization Innovations Development 

1. Mass media 
exposure !combined 
with subsequent 
interpersonal 
communication) 

1. Active information
seeking 

2. Favorable attitude 
toward change 

3. Higher aspirations 

4. Perceived self
control !rather than 
fatalism and 
perceived other
control) 

However, for the media to produce the desired effects, 
it must promote more than just material aspirations. 
Western style media presentations are excellent at 
raising the "wants" but ineffective at obtaining the 
"gets." If expectations are raised too rapidly, or if the 
media emphasizes only what is needed and ignores 
what has been accomplished, citizens' frustrations 
with development may become widespread- perhaps 
leading to political instability and other consequences 
deleterious to the development effort. 

There is a blatantly statist attitude embodied in 
many of the NWIO proposals. Many Third World 
governments feel that only through governmental 
control or supervision will the media play their "req
uisite" role. Chen Chimutenwende, a Rhodesian jour
nalist, outlined this argument. 

We must have planned development, and the role of 
the media has to be planned too. Its role must be 
strictly defined for maximum contribution to develop-
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1. Awareness 
and correct 
information about 
innovations 

2. Favorablt attitude 
toward innovations 

3. AdoptiJ of 
innovations 

4. Continuld adoption 
!rather than 
discontinuance) of 
innovations 

1. Higher agricultural 
productivity 

2. Fewer children per 
completed family 

3. Better health and 
nutrition 

4. Wider political 
particiaption 

ment. A nation in a hurry to develop is like a nation in a 
state of emergency; freedom to criticize must be re
stricted by government according to its priorities. And 
our priorities are collective rights and the well-being of 
the nation as a whole, not the individual human rights 
you cherish so much here.2J 

The United States must recognize a dist inction 
between the "power and propaganda drives" that ani
mate dictatorial countries on this issue and the much 
more authentic dissatisfactions that are widespread 
within the Third World. Not all Third World countries 
believe in government control of the media. Many 
believe that responsible journalism should be ad-. 
vanced not by governments, but by the journalists 
themselves. Dilip Mukerjee, an Indian journalist, 
wrote about the applicability of the Western concept 
of "journalism by exception." "In our environment 
there is, and will be for a long time to come, much that 
is ugly and distasteful. If we follow up the Western 
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norm, we will be playing up only these dark spots, and 
thus helping unwittingly to erode the faith and con
fidence without which growth and development are 
impossible .. .. We need a new style of journalism 
which asserts that good news is just as newsworthy as 
bad."24 

There is a sharp difference between this approach 
and that advocated by Chimutenwende. Both journal
ists advocate the use of the media in development, 
but while Chimutenwende would force a recalcitrant 
media into line by res tricting their critical faculties, 
Mukerjee would have a responsible media encourag
ing development by portraying the accomplishments 
as well as the problems of the society. As Mochtar 
Lubis, an Indonesian journalist, s tated, journalists 
have important roles to play in development, but they 
can only fulfill them in a "climate of freedom."2s 

The U.S. position in UNESCO is well founded and 
based on principles that we cherish. Less vigilance 
could lead to serious inhibitions on international 
reporting and the flow of information. However, in 
their efforts to uphold principles of press freedom and 
guard against restrictive regulations, some U.S. spokes
men have tended to be a little self-righteous. 

We should not only recognize the shortcomings of 
news coverage of the Third World but should actively 
seek to overcome them. The steps for technical assis
tance proposed through the Internat ional Program for 
the Deve lopment of Communications would be a 
positive contribution. Beyond that we should greatl y 
expand the opportunities for Third World journalists 
to study and work in this country and for U.S. journal
ists to have similar opportunities in the Third World. 
The exchange of journalists should receive major 
emphasis in both government and privately sponsored 
educational exchange programs. Other sections of 
this report have emphasized the growing importance 
of the Third World to the United States, and it is 
essential for the United States to increase its knowl
edge and understanding of the Third World. 

Rosemary Righter states, "While it may not be 
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possible to prove that a free press fosters rapid eco
nomic development, neither can it be convincingly 
shown that a controlled press does. The media may 
occasionally undermine unified government support, 
but when that means highlighting corruption or pub
licizing an ill-executed government development pro
ject, to muzzle to press is to throw out the baby with 
the bath water."26 Indeed, Righter points out, res trict
ing news coverage can be counterproductive because 
stories get around anyway. "For governments to build 
unity on such shifting sands is perilous."27 

More and more Third World countries find them
selves beset by the untoward political side effects of 
the rapid economic development they seek. Lacking a 
common modern idiom from shared experience, 
Righter says, "the citizen's cho ice (in Iran and else
where) lies between the familiar security of tradition 
and adoption of the alien language ... of the modern 
world. Where debate is suppressed, dissent surfaces 
through other means-such as violent revolution."28 

She continues, "If a common idiom is to be spread by 
wh ich peoples can begin to comprehend their world, 
the task will require a free press. Fostering that under
standing should be the core or a consistent Western 
policy."29 What the United States and other "free 
press" nations need to demonstrate is that a free press 
and free information flow need not be contrary to 
national development goals or a threat to nation 
building. 

A practical emphasis and a principled approach 
should guide the United States in dealing with the 
new world information order. Both sides in this con
troversy should recognize that we have diverse infor· 
mat ion systems. We believe that a system which 
avo ids government controls is, ultimately, in the best 
interests of all, and while pointing out the benefit s of 
such a system, we should not attempt to impose it on 
others. Likewise, we shou ld strongly resis t any at
tempt to impose external controls on the press and on 
international communications. 
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Conclusion 

In this report we have considered a number of 
aspects of United States policies toward the Third 
World. It is our conviction that such policies are of 
increasing significance and will bear heavily on the 
future of our security and well-being as well as that of 
the rest of ihe world. It is imperative that U.S. policy
makers, and particularly the Congress, recognize the 
compelling importance of U.S-Third World relations 
and the need to consider U.S. international policies 
from a broader perspective. 

T he notion of international "interdependence" has 
become almost a cliche, yet it is also a reality, even if 
not sufficiently taken into account in the U.S. ap
proach to other nations. Likewise, the Third World is 
a reality, even though it is composed of nations that 
differ widely in many respects. As we have repeatedly 
emphasized-despite those differences, and despite 
the advances that have been made by some key na
tions- The Third World will remain an entity on many 
major international issues. We s)10uld not deceive 
ourselves on that point, just as we should not be 
deceived about two other important considerations 
influencing U.S. foreign policy: Ill We have to get 
beyond the simplistic view of seeing the Third World 
as merely a stage on which a U.S.-Soviet drama is 
acted out. The Soviet role should be only one of many 
considerations in U.S. policies toward the Third World, 
and it is naive and misguided to suggest that the 
Soviets are behind all problems in the Third World. (2) 
Despite an improved energy outlook, U.S. dependence 
on fore ign oil remains and the Third World will be an 
increasingly important source for many critical re
sou rces, minerals, and raw materials. 

It is clearly in the U.S. interest to help create a 
stable international environment, and a key to such 
an environment is sustained economic progress in 
the Third World. The obstacles to such progress are 
formidable, even though there have been notable 
advances in some countries. As this report indicates, 
the problems of food, agriculture, population, and 
economic stagnation are major challenges. 

Some recent studies on these issues, such as the 
Brandt Report or the Global 2000 Report. are full of 
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such terms as "urgent," "drastic," and "catastrophic." 
While some of these terms are undoubtedly warranted 
in certain cases, we have consciously sought to avoid 
hyperbole. We have not approached this subject with 
what Herman Kahn and Ernest Schneider have referred 
to as a "bias toward doom."1 We do believe, however, 
that many of the problems are of a critical nature and 
are matters which we cannot afford to ignore. It is 
staggering to consider, for example, that in thirty-six 
countries the average income per person is less than 
$300 a year, as compared to an average of nearly 
$10,000 in the United States. Life expectancy in the 
poorer countries is fifty years, compared to seventy
four in the industrial countries. One in five infants 
dies in its first year in the low-income countries. 

We have avoided injecting the notion of "guilt" in 
our consideration of the Third World. We have tried 
to base our analysis and recommendations on a ra
tional rather than an emotional approach. The needs 
and problems of many Third World nations are pain
fully clear. The United States should emphasize the 
commonality of interests and the mutual benefits 
that can flow from a cooperative approach to dealing 
with problems which bode difficulties for all of us. As 
Jeane Kirkpatrick states, a posture of "self-abasement 
and apology vis-a-vis the Third World is neither mor
ally necessary nor politically appropriate."2 

What we have attempted, and what we believe is 
essential, is a calm, realistic assessment of U.S. inter
ests. And we believe that those interests dictate signi
ficantly heightened attention to the Third World in 
U.S. policy and planning. We reiterate the need for 
American public officials and policymakers to become 
better informed about tl--e Third World and more 
cognizant of the growin \ Jignificance of the Third 
World to U.S. interests. 

As part of this process, the American public needs a 
grea ter awareness of the Third World and its impor- · 
tance to America's future. Further, we need to develop 
a better understanding of the aspirations and motiva
tions of Third World nations. Robert J. Samuelson has 
written, "Americans are not well equipped" to deal 
with an increasingly interdependent world. "We are 
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being thrown into contact and conflict with peoples 
whose histories and motivations we hardly understand 
at all."·1 

We are experiencing what Harlan Cleveland has 
called the "triple collision of modernization"-whcn 
technology-driven modernization, rising demands for 
equity and fairness, and traditional cultures and reli
gions collide.~ The most obvious example of this is in 
Iran, but, as Cleveland says, "each new evidence of the 
triple collision of modernization ... seems to be as 
much of a surprise to the crisis managers as it is to the 
general public."" 

Public officials, the press, and television all have a 
part to play in helping to develop a greater American 
awareness and unders tanding of the Third World. 
Unfortunately, the complexities of foreign cu ltures 
and international relations are not easily dealt with 
in the standard television news format. There is a real 
need for an innovative approach to dealing with these 
issues in the media. American business interests, which 
have a strong stake in a so und international economy, 
might make a s ignificant contribution by helping to 
underwrite efforts to build understanding and aware· 
ness of the Third World. 

Actions taken or not taken by the United States can 
have a significant impact on the rest of the world, and 
"everything others do bears watching for its effect on 
our own lives, our own purposes, and our own dcstiny."6 

Our lack of understanding of how the rest of the world 
functions hinders our governmental and private sec· 
tor relations with other nations. Our thinking is often 
clouded by a view of the world that is backward rather 
than forward looking. We get hung up over concern 
about what is perceived as diminished American 
"clout" in the world without realizing that there is an 
opportunity for this nation to exercise a new and bold 
world leadership. 

Educational institutions need to focus more on the 
impact on this country of developments in other 
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ual nations. 
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Summary 

Chapter 1. The International Political and Economic Environment 

While it is mistaken to ignore the diversity within the Third World, it is equally 
misguided to ignore the existence of the Third World. The surest way to ensure that 
there is a Third World, and to unify Third World nations, is to insist that there is no 
Third World. 

Regional and bilateral cooperation should and can be major elements of the U.S. 
international policy in the Third World. But there should be a recognition of the 
difficulties in attempting to deal with nations in isolation. 

While the United States may want to act out of its own interests in dealing with 
various nations, those nations may have their own agenda of interests and their own 
foreign policy priorities, which will not necessarily coincide with those of the United 
States. U.S. relations with one nation may be strongly influenced by our policies 
toward another nation or policies on specific issues. This sets up the concept we refer 
to as "chain linkage." 

Despite the demonstrable common interest that the North has in the problems of 
Third World development, there is not agreement on a collaborative approach among 
Northern nations. Bilateral and regional approaches can be mutually beneficial, but 
the United States and other Northern nations should recognize that multilateral 
efforts can, in many cases, serve their interests as well. 

The need to help control population growth, to guard against environmental damage, 
and to effectively manage the world's dwindling resources are among the stronger 
reasons for North-South cooperation, along with the underlying economic interrela
tionships. 

Tensions and disruptions in the international order are inevitable when a substantial 
portion of the world-the "have-nots"-cannot look to discussion, negotiation, and 
cooperation as possible means of progress toward resolving their problems. It is in the 
North's vital interest to lessen the potential sources of destabilization in the world. 

Chapter 2. United States Energy Policy and the Third World 

We must acknowledge our dependence on sources within the Third World for a 
substantial portion of our energy needs and form our policies accordingly, while · 
proceeding with efforts to lessen further our dependence. 

Beyond the need for increased conservation and development of alternative sources 
in the United States, a number of steps should be taken to reduce U.S. vulnerability, 
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including diversification of sources of imported oil. Failure to have adequate stock
piles and sufficien t emergency procedures can leave the United States highly 
vulnerab le. 

The United States should continue its efforts to work toward long-term stability in 
the Middle East, recognizing the importance of progress toward resolving the remain
ing and admittedly extremely difficult issues that divide Israe l and many of the Arab 
countries. 

Although it is unlikely that any preparation could counter a total loss of Arab
produced oil, it is also clear than an unprepared country would be more severely hurt 
than a prepared one. 

The only certainty about the Strategic Petroleum Reserve is the continuing need for 
it. Until the reserve reaches an effective level from which it may be used to counter 
supply interruptions, its value is negligible. The security represented by the reserve 
rests in part on the certainty that its stored oil is sufficient to meet the nation's 
demand in an oil shortage; without that certainty, there will not be securi ty. Without 
that security, the U.S. international position is much weaker. 

Potential energy security problems are much greater for the Europeans and Japanese. 
However, if a major interruption of oil supplies occurs, the impact on the economies 
of our allies would have considerable impact on the United States. The U.S. must deal 
not only with its own energy dependence but with the dependence of its industri
alized allies on the same sources of oil. 

A proposal that deserves more serious consideration is creation of an energy affiliate 
of the World Bank to handle soft loans for energy development. In any case, through 
bilateral and multilateral channels (possibly through expansion of the World Bank's 
energy-development role through its existing structure), the United States should 
support development of both conventional and alternative/renewable energy sources 
in the Third World. In the context of broader energy and security interests, steps that 
help the oil-importing Third World countries will also help the United States. 

Third World debt has risen dramatically, largely due to oil price escalation. The debt 
burden of some of the larger Third World countries is an undeniably significant 
factor in today's international picture. The severe impact of energy prices on the 
economies of developing countries has hindered progress and been a primary factor in 
international economic stagnation. Without increased international cooperation in 
this area, hopes for susta ined economic development in some of these countries 
would die aborning. 

While we recognize the importance of developing "sustainable energy sources, we 
believe there is much that can be done through the development of alternative/ 
renewable sources in Third World countries. This is an area with significant 
possibilities for North-South cooperation, with important long-term benefits for 
both. 

It is important for the United States to take an active role in the United Nations 
Conference on New and Renewable Sources of Energy !UNCNRSE) and to help with 
development of new and renewable sources. 

U.S. assistance for the development of renewable energy in the Third World should be 
continued and, if possible, increased. Cooperative research and development should 
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be undertaken1 along with practical education and information programs to heighten 
awareness of potential utilization of new and renewable sources. 

In any comprehensive consideration of U.S. international energy policy1 Mexico 
should be given prominent attention. However1 any analysis of future U.S. reliance on , 
Mexican energy supplies must begin with a recognition of the limitations and 
constraints likely to govern U.S.-Mexican relations. 

The degree of interdependence- e.g.1 Mexican need for U.S. food and U.S. reliance on 
Mexican petroleum-is a situation that offers significant possibilities for coopera
tion but requires a deft approach. It is appropriate to consider long-term arrangements 
with Mexico1 perhaps initially in the areas of trade1 immigration, and environmental 
matters1 but in the energy area as well. · 

Because of Mexico's importance to the United States1 the country cannot afford to 
ignore Mexico's strongly held positions on hemispheric issues. This is yet another 
example of the chain-linkage effect. An encouraging sign is that the United States and 
Mexico will work together on a Caribbean regional development program. 

Energy is only one of many reasons why the United States should give increased 
emphasis to a strengthened relationship with Mexico. President Reagan has recog
nized the importance of this relationship, at least on a symbolic level. His acceptance 
of the invitation to participate in the North-South Summit in Mexico has consider
able significance1 not only for Mexico but for other nations as well. 

Chapter 3. Food, Agriculture, and Population 

Even if important technical advances are made in food production and related fields1 

the success of combating hunger will depend to a large extent on greater social equity 
and fairer income distribution within the Third World. 

The greatest potential for increased food production would appear to be through 
more intensive cultivation of existing cropland. Almost any suggested approach to 
increased food production raises certain questions that must be considered: the 
consumption of energy1 use of land, environmental costs, pricing policies, and a 
variety of social and political issues: 

A key to progress in Third World development and improved living conditions is 
water. Both the sufficiency and safety of water supplies are major problems. In 
addition to its impact on health, providing clean water makes economic sense. It is 
critical, in dealing with both water and agricultural problems, to involve the local 
communities. Some innovations and programs simply are not relevant to the environ
ment in which they are introduced. But there remains an overwhelming need for 
research and cooperative efforts involving the United States, other developed nations, 
and Third World countries. 

Any consideration of food and development issues in the Third World must empha
size the necessity of strong family planning programs in many countries. U.S. and_ 
international agencies need to incorporate a broad view of population policy, includ
ing concern for fertility, migration, and mortality into their programs, and then need 
to provide increased assistance to governments that are attempting to move toward 
comprehensive population policies. Local cultural patterns have to be taken into 
consideration. 
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The potentially destabilizing effects of excessive population growth merits serious 
concern, with its implications for our security as well as our unemployment, 
inflation rate, the prices and availability of critical raw materials, and markets for U.S. 
exports. 

Because of the security implications of population growth factors and their effects in 
undermining the benefits of general development, suggestions have been made that 
population assistance be expanded by allocations from the Economic Support Fund. 
This deserves serious consideration. 

We believe the United States should continue to be strongly supportive of requests 
from Third World coun tries fo r family-planning-related assistance and that such 
assistance should be an important aspect of both bilateral and multilateral programs. 

We cannot afford to ignore the major significance of our agricultural exports to our 
own economy as well as to the world food supply. We should be extremely cautious 
about the use of food as a diplomatic or political "weapon." Food should not be seen as 
a weapon or lever. Food is a positive element, and the United States should give 
greater emphasis to the major contributions it is making to international develop
ment and to reduce the causes of poverty, instability, and the prospects for global 
conflict. 

In ternational food policy must focus not only on establishment of international 
reserves but on the implementation of food strategies by Third World countries, on 
the role of international trade within this strategy, on a country's capacity to 
transport and market foodstuffs I including sufficient port and storage facilities ), and 
on the ability to see that food reaches the poorer segments of society. 

We must avoid the tendency to see the U.S. agricultural bounty in the simplistic 
terms of food as a political commodity. There may be the possibility for agreements 
with some exporters of raw materials, agreements that might remove or minimize the 
threat of either side attempting to pressure or take advantage of the other. 

U.S. food aid policies, which are motivated by both altruism and enlightened self
interest, will obviously require periodic reassessment in response to shifts in the 
global food balance, and in response to domestic needs and priorities. While using 
this nation's enormous agricultural productivity wisely and humanely, emphasis 
must be placed on aid to the Third World that will increase local food production. 

Chapter 4. The Role of International Institutions 

Despite some adjustment and adaptation, many T hird World countries, as well as some 
Western observers, have felt that the international financial institutions have failed 
to reflect significant shifts in international economic power and therefore keep Third 
World countries at a disadvantage. Both the industrialized nations and the Third 
World want a stable financial, trade, and political environment. However, differences 
rather than possible areas of accommodation have been accentuated, with little 
recognition of the growing interdependence. 

Bilateral "targeting" of assistance has value in some cases but cannot substitute 
completely for multilateral assistance. It would be a mistake to overemphasize 
bilateral assistance. One problem with bilateral "targeting" is that if a nation on 
which the United States concentra tes substantial resources undergoes major changes, 

92 



Summary 

the U.S. may find its efforts unrewarded. There is also a potential problem of 
overidentification with the U.S., which can cause problems for some countries. 

Active participation in the multilateral institutions should be an integral part of U.S. 
international economic policy. Multilateral assistance makes sense from a variety of 
viewpoints. There is fundamental benefit to be derived from cooperative efforts, and 
recipient nations frequently prefer this less political form of assistance. The multi
laterals can be an effective channel for meeting the genuine and compelling needs of 
developing nations, helping to improve the economic base within the Third World, 
and creating more favorable conditions for international stability and cooperation. In 
a number of cases, nations friendly to the United States might have been in serious 
jeopardy without support from the international institutions, and the entire burden 
for aiding these countries did not fall on the U.S. 

A number of studies and organizations have made worthy suggestions for the 
establishment of new international financial institutions. While this is an appropri
ate topic for consideration-for example, at the North-South Summit in Mexico- and 
the notion of a new Bretton Woods-style conference may be appropriate in the future, 
the first and more realistic priority should be the strengthening of existing institu
tions. 

International Monetary Fund "conditionality" should not be rigid and inflexible in all 
cases. Although IMF }endings should be closely monitored, the IMF is appropriately 
lending for longer periods and avoiding an overdogmatic approach. The IMF can 
contribute greatly to international economic stability. 

With total debt from Third World nations estimated as high as $500 billion, the 
international financial institutions have a particularly critical role to play in helping 
to deal with this problem. 

Sound monetary and fiscal policies, which the IMF and World Bank are well 
positioned to implement and influence, can contribute significantly to Third World 
development and are fully consistent with U.S. interests. 

Given the increasing role the IMF and World Bank agencies are being asked to play, 
and the importance of that role, continuation of strong U.S. support is critical. A large 
portion of U.S. multilateral aid returns to this country in the form of contracts for 
projects and equipment. 

Growth of the world economy depends upon cooperative interaction between 
nations. This necessary interaction requires institutions with the capacity to respond 
to economic needs on a global scale. 

Chapter 5. United States Development Assistance 

The notion of what constitutes security assistance needs to be broadened. Defining 
U.S. security only in military terms obscures the importance of nonmilitary means of 
promoting U.S. interests through assisting economic growth and international 
stability. · 

Foreign aid is an easy and popular target for political critics. However, if the United 
States is to be a world leader, then an adequate aid program is an essential tool for the 
conduct of U.S. foreign policy. 

93 



U.S. Policy and the Third World 

Aid programs, if of more than token dimension, create a network of relations between 
donor and recipient in which frank, confidential communication is possible. They 
can make the United States an actor in a regional setting. 

Bilateral assistance is a tool of American foreign policy. To enjoy broad public and 
Congressional support it must be perceived as an efficient and effective tool. The 
design, implementation, and coordination of aid programs must be improved so that 
maximum benefits are received for each dollar spent. An educational program should 
be undertaken to heighten public understanding of the fact that foreign assistance 
can be both economically and politically profitable for the United States. This task is 
admittedly difficult, but it is necessary if the U.S. is to effectively aid the developing 
world. 

More can be done to base aid allocation decisions on the overall development 
situation of the recipient rather th~n simply on an individual project basis. Priorities 
and prospects of the recipient countries as a whole should be considered. An 
improved application of a comprehensive program approach, coupled with the 
resultant integration of capital and technical assistance, should contribute to im
proved results from aid programs. 

There is need for greater coordination to assure consistency of policy and efficient 
use of program funds among the various federal and voluntary agencies through 
which funds are channeled. Besides providing better oversight of assistance programs 
and policies, this cooperative approach would encourage more coordination between 
such programs as AID and the Peace Corps. 

A long-term approach, although difficult under our political system, would contri
bute to more consistent and effective aid programs. Systematic strategies are neces
sary if aid programs are to successfully attack many of the structural problems in 
agriculture, rural development, and education. Knowledge of the general level of 
future aid will facilitate effective spacing of programs and careful project preparation. 

Because a dynamic private sector is often necessary for rapid economic growth and 
development in the Third World, the United States should encourage the use of 
private funding and technology transfers. Private industry and universities have 
much to give and much to gain through sharing of knowledge and resources. 

More effort needs to be made to evaluate the efficiency and efficacy of aid programs in 
order to help maximize the value of U.S. assistance to developing nations. 

Development assistance is not primarily a philanthropic activity, despite the human
itarian efforts to eradicate such tragic conditions as hunger and disease. It is 
important to understand the important economic, political, and security interests 
that the United States has in development assistance to the Third World. 

Chapter 6. United States Security Interests and the Third World 

In a sense, all U.S. international programs and policies should be seen as security 
related. Access to raw materials and energy sources in the Third World can be vital to 
U.S. national security. And economic and social development in the Third World and 
the building of a stable international environment are very much related to long-term 
U.S. security interests. 
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It would be foolhardy to overlook the Soviet role in the Third World. At the same time 
it is a mistake to suggest that virtually all the problems and unrest in the Third World 
are attributable to the Soviets. We need to better understand the causes of instability, 
conflict, and antagonism in the Third World, many of which relate to the slow pace of 
economic progress and to basic problems of hunger, unemployment, and impover
ished living conditions. Indeed, these are conditions that make an area ripe for 
exploitation by outside elements, and the Soviets can be expected to continue to take 
advantage of such opportunities. 

The United States needs to come to terms with nationalism- a strong force in many 
Third World nations. Nationalism is a strong force in the United States, but many 
Americans have never fully accepted or appreciated it in others. 

High priority should be given to increasing international stability through economic 
growth, stimulated by trade, rather than placing a heavy emphasis on arms assistance, 
particularly in areas of potential localized conflict. It is in the areas of economic and 
technical assistance and cooperation that the United States is clearly superior to the 
Soviet Union. 

It is important to assure that the International Military Education and Training 
Program (IMET) does not take on a political nature or does not unduly identify the 
United States with military elements within a country's political context. 

The Economic Support Fund IESFJ should continue its long-term developmental aids 
and remain an important part of the overall U.S. strategy in the Third World. Such 
assistance should not become a disguised form of military assistance. 

The value of some Executive flexibility in the allocation of security assistance is 
obvious, and suP.plemental or reprogramming approval by Congress can be cumber
some. Nonetheless, Congressional approval should be required for any substantial 
aid allocations. 

Restraints on arms transfers cannot be imposed on a unilateral basis. Such restraint is 
highly desirable, but it must come through multilateral cooperation. Besides the 
availability of weapons from other industrialized nations, the arms industry within 
the Third World is growing. The United States should seek a middle course in arms 
transfer policy, recognizing the futility of unilateral restraints but not relying too 
heavily on the export of weaponry as a means of obtaining influence in the Third 
World. Arms sales should not become the major instrument of U.S. security assis
tance. Any major arms sales can have a significant impact on a recipient country's 
internal affairs and can tend to indentify the United States with the ruling element, 
no matter how unstable or unpopular that group may be. Arms sales are no substitute 
for dealing with a nation's internal political and/or economic problems. Arms sales 
should not be based on prevailing political conditions but on the long-term ramifica
tions for U.S. interests. 

The proposal that the Joint Chiefs of Staff certify in writing that military equipment 
sold by the United States fits with our concept of that country's military needs an4 
that the country could reasonably absorb it in their military structure might help 
bring about a more serious evaluation of the potential impact of arms sales. 

The proposed large-scale aid to Pakistan raises many troubling questions. There are 
questions about the diversion of equipment and spare parts needed for U.S. combat 
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readiness, and there are doubts as to whether Pakistan could absorb all the sophisti
cated military equipment. Despite Pakistan's increased geopolitical importance, it 
has been internally instable and maintains a continuing rivalry with India. There are 
further questions about the political impact within Pakistan of an overly close 
identification with the United States. Finally, there are serious problems about 
Pakistan's nuclear policies. 

The importance of the nuclear nonproliferation issue cannot be overlooked in U.S. 
policy considerations in the Third World. More than twenty nations may have 
nuclear weapons capability within the next decade. U.S. policies should encourage 
acceptance of the Nuclear Non-Proliferation Treaty {NPT) by all nations and the 
strengthening of the inspection system of the International Atomic Energy Agency. 
There are strong doubts about the practicality and advisability of a concentration on 
nuclear energy within developing nations. However, the United States should meet 
its obligations to cooperate with recipient nations, under the NPT, to share benefits 
of peaceful uses of nuclear energy. As a major factor in encouraging nonproliferation, 
the United States and the Soviet Union should move ahead with strategic arms 
limitations agreements. 

U.S. international security policy should be based on an assessment of which nations 
are particulary vital to U.S. interests-for geopolitical or economic reasons, as 
sources of critical commodit ies, or for a combination of factors. In this category we 
include Mexico, Brazil, Saudi Arabia, Egypt, Israel, Nigeria, and the People's Republic 
of China. For historical reasons, the Philippines and South Korea should be included 
as well. The ASEAN nations are also of particular importance. These are not the only 
important nations in the Third World. Nor do we suggest that aid should necessarily 
be concentrated on "key" countries rather than on others that may be more needy. 
Any number of Third World nations are important to the United States, and there are 
numerous potential trouble spots. Overall relations with the Third World and the 
progress in the Third World toward a more stable economic and political environ
ment are also major considerations. But, in any U.S. view of the world, the nations we 
have singled out are of prime importance, and U.S. policies should acknowledge that. 

An overt U.S. military presence in many regions of the world can actually constitute a 
destabilizing factor, and thi s is particularly true in the Middle East. More appropriate 
in that regions is an over-the-horizon approach, under which U.S. forces do not 
establish a direct presence in a potentially turbulent area but do maintain the 
capability to react quickly. 

Many questions still need to be answered about the proposed Rapid Deployment 
Force. U.S. strategy and forces should recognize that problems in the area may more 
likely result from internal instability and intraregional strife than from external 
action. 

Saudi Arabia should rank as an important element in the U.S. foreign policy 
perspective. But neither country should become too reliant on the other. The United 
States should recognize that while there are strong mutual ties, there are significant 
differences between the countries, and that Saudi Arabia has its own priorities. 

The alliances and cooperative arrangements the United States needs to forge with 
other nations cannot be coerced. They need to be based on common interests. 

Cooperative international efforts are called for in working out political settlements, 
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not only in the Middle East but in other areas such as Namibia. The U.S. role in 
Southern Africa is particularly important to our growing relations with Nigeria and 
Kenya. The United States should be alert to increasing possibilities for cooperation 
with other African nations. 

Unless there is an understanding of the configuration of power and interest within a 
region, and an accurate assessment of the strength of competing factions, there can be 
no thorough analysis of the trade-offs between costs and benefits of different policies. 

Any consideration of U.S. military involvement in Latin America should take into 
account potentially damaging consequences. The United States should concentrate 
on cooperative efforts designed to better economic and social conditions. 

The notion of "intervention" provokes strong reactions in the Third World. The term 
has been too readily bandied about in discussion of a strengthened U.S. security 
position. Strengthening the American presence in the world-not just militarily
and the capability to react quickly to potential crisis situations is not an interven
tionist policy. What the United States should seek is the ability to act to protect U.S. 
interests, based on a willingness to work with others in support of mutual interests. 

We should be particularly cautious about intervention to shore up unpopular 
regimes. Short-run military and political responses, often designed to protect the 
status quo in a given country, do not necessarily serve long-term U.S. interests; 
indeed, they often prove counterproductive. 

The key to U.S. strength is its international economic position; policy should focus 
on reversing deterioration of that position. 

The Soviets have had a decidedly mixed record in the Third World, experiencing a 
number of setbacks. Policymakers should proceed on the basis of a realistic assess
ment of the Soviet record and capabilities-strengths and weaknesses-in the Third 
World. And, more importantly, the Third World must not be viewed simply as a 
setting for U.S.-Soviet rivalry. The way to enhance the U.S. position is not through a 
reflexive, anti-Soviet posture but by working cooperatively with Third World nations 
in dealing with the challenges they face. 

The maturing and strengthening of a number of Third World nations (the newly 
industrialized countries) should be seen as a positive development in the internation
al economic system, and one that is of no great comfort to the Soviet Union. 

We need a more thorough calculation of national interests. Those U.S. interests in 
the Third World that should be protected need to be clearly defined. Likewise, the 
best and most feasible means of protecting them, over the long term, need to be 
determined. The advantages and disadvantages of arms sales and military assistance 
must be carefully weighed. 

Principles of American security policy in the Third World should include a regional 
policy of "selective, indirect activism," recognizing regional priorities, avoiding the 
promotion of formal security commitments or the establishment of highly visible. 
and vulnerable military bases abroad. Elements of a "flexible response" policy could 
also be utilized. This would employ a broad range of policy instruments to both 
strengthen moderate regimes and present a credible military deterrent. It would focus 
on areas of vital concern to the United States. Such strategy would center on 
economic security as a prime consideration in U.S.-Third World policies. 
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Chapter 7. Trade Issues 

Trade is the "engine" of economic growth and is a vital element in any real progress 
toward strengthening the international economy. The growing interdependence 
through trade increasingly links the economic future of North and South. 

U.S. prosperity has become increasingly intertwined with the growth and stability of 
Third World countries and the Third World countries are important markets for 
goods and services. At the same time, the United States sells as many manufactured 
goods to Third World countries as to Europe, Japan, and the communist countries 
combined. The United States is increasingly dependent on Third World raw materials. 

U.S. success in promoting domestic economic growth and s lowing inflation is of vital 
concern to the Third World. The ability of the United States to resist protectionism, 
promote capital flow, and provide a growing market for Third World exports is 
directly related to that success. 

The United States should seek to establish a coherent international framework for 
dealing with service trade issues. 

Working out new multifiber arrangements is important for both industrialized and 
Third World countries and is needed to avoid a protectionist surge. 

Building a strong economic relationship with China in a steady, gradual manner 
should be an important element of U.S. policy. 

The United States should proceed with trade liberalization efforts and adherence to 
the codes establi shed in the Tokyo round. There should be attempts at further 
reduction of quantitative res trictions on imports from Third World countries and 
progress toward a safeguards code. Although the generalized system of prefere nces 
should be extended and clarified, it should not necessarily be accepted as a permanent 
feature of the world trading sys tem. 

The United States should concentrate on developing firm and reciprocal trade 
arrangements with "advanced" Third World nations in thi s hemisphere, specifically 
Mexico, Brazil, and Venezuela. 

Export expans ion should be seen as a national priority, and steps should be taken to 
create an environment that will encourage exports of U.S. goods and services. 
Stronger efforts should also be made to remove foreign tariff and nonta riff barriers. 

Trade responsibilities remain widely scattered throughout the government, and 
there is a strong case for reorganizing the government's t_rade f!pparatus. Despite the 
justifiable reluctance to establish new government departments, legislation proposing 
a cabinet-level Department of International Trade and Investment has strong merit. 

A new international framework is needed to resolve the economic conflicts bound to 
accompany intervention by Northern governments to affect the structure of industry 
in their countries. These countries need to consider the long-term economic interests. 

Trade is a key to both strengthening the weakened U.S. economic position and 
contributing to Third World development. While Third World nations attach great 
importance to the issue of equity in world economic interaction, U.S. actions and 
policies can proceed from a pragmatic rationale: it is demonstrably in the U.S. 
interests to reduce trade barriers and take other steps to open the way for increased 
commerce with the Third World. Considering the basic global interdependence, 
inequity benefits no one. 
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· Chapter 8. Information and Communication s Issues 
Third World nations have legitimate concerns about the quantity and quality of 
news reporting about their countries. Likewise, they have understandable objections 
to certain entertainment programming, advertising, and other examples of Western 
culture, which can lead to serious cultural conflicts. However, some of the "remedies" 
proposed in UNESCO as part of the new world information order would be contrary to 
the principles of press freedom and free flow of information and would hamper rather 
than heighten international understanding. 

Proposals to "protect" or license journalists, as well as various proposals suggesting 
greater governmental control of news flow, should be vigorously opposed. 

The Western media and the international news agencies should provide more 
thorough coverage of the Third World. The United States and Western nations 
should concentrate on positive, concrete proposals to lessen some of the technical 
constraints on the free flow of information and to help solve Third World communi
cations needs. Technical assistance and equipment as well as stepped up training 
programs should be part of this process. 

We should increase rather than decrease support for international education pro
grams, such as the Fulbright exchanges. We need more study and research centering 
on a longer-term view of international affairs. We need to develop a curriculum in 
national security. We need more direct linkages between U.S. and Third World insti
tutions and more foreign exchange training. 

While the United States should emphasize what we see as the compelling case for a 
free press, we should also attempt to better understand the Third World viewpoint 
and how a differing role for the press may be envisioned in some countries. The mass 
media can have an important role to play in the development process. The United 
States must recognize a distinction between the "power and propaganda drives" that 
animate dictatorial countries on this issue and the much more authentic dissatifac
tions that are widespread within the Third World. 

The United States should continue to take an active role in UNESCO in opposition to 
proposals to restrict press freedom. Less vigilance could lead to serious inhibitions on 
international reporting and the flow of information. However, the U.S. approach 
should not be self-righteous. We should recognize the shortcomings of news coverage 
of the Third World and actively seek to overcome that problem. 

Opportunities for Third World journalists to study and work in this country and for 
U.S. journalists to have similar opportunities in the Third World should be greatly 
expanded. The exchange of journalists should receive major emphasis in both 
government and privately sponsored exchange programs. 

The United States and other "free press"nations need to demonstrate that a free press 
and free information flow are not contrary to national development or a threat to 
nation building. A practical emphasis and principled approach should guide the 
United States in dealing with the new world information order. Both sides in the 
controversy should recognize that we have diverse information systems. While · 
underlining our belief that a system which avoids government controls is, ultimately, 
in the best interests of all, we should not attempt to impose it on others. But we 
should strongly resist any attempt to impose external controls on the press and on 
international communications. 
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