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Tipping Points


ANGER AND UNREST

From Washington, DC, it was easy to imagine that the entire developing world was slipping toward chaos in 1960. The collapse of colonialism was accelerating. Twenty-one new countries had been recognized since World War II, and a remarkable nineteen more would emerge in 1960 alone.1

Soviet premier Nikita Khrushchev, while not eager for a direct military confrontation with the West, viewed the mass of countries emerging from under the brutal yoke of colonial rule as fruit ripe to be picked by socialism.2 Khrushchev embraced his predecessor Joseph Stalin’s belief that the “backs of the British, the West, will be broken not on the River Thames, but on the Yangtze and the Ganges.”3

A competition for influence in the developing world had come to parallel the escalating arms race, and opportunities for missteps and dangerous miscalculations by the United States, China, and the Soviet Union abounded.4

In the spring of 1958, Vice President Richard Nixon set off on a tour of Latin America. It was a disaster. At the airport in Venezuela, demonstrators showered spit and chewing tobacco down upon Nixon and his wife Patricia. By the time Nixon’s motorcade reached downtown Caracas, an angry mob had assaulted the cars with rocks and bottles. Nixon’s military aide, General Don Hughes, recalled, “The hate on their faces was unbelievable.”5 The 101st Airborne Division was scrambled in case Nixon had to be evacuated by force. Unsettling images of the fracas were featured on the cover of Life magazine.

On New Year’s Day 1959 came a thunderbolt. Cuban dictator Fulgencio Batista, long supported by the United States, abandoned his fight against insurgents in the countryside and fled Havana at three in the morning with suitcases full of cash. Rebel leader Fidel Castro quickly consolidated his hold on power. Castro nationalized more than $1 billion in US holdings ranging from casinos to sugar plantations. He also established favorable relations with Moscow, creating a major Soviet outpost just 103 miles from the coast of Florida.

No one watched the unfolding events with keener interest than an ambitious young politician from Massachusetts: John F. Kennedy. JFK’s worldview had been shaped by several formative events, including a trip to Argentina as a student, his World War II service in the Pacific Theater, and occasional, somewhat debauched, junkets to Cuba. But the evolution of his views on the developing world had come into sharp relief during a seven-week, 25,000-mile congressional trip in 1951 during which Kennedy traveled to Israel, Pakistan, India, Malaysia, Thailand, Korea, Japan, and what was known then as French Indochina, and later as Vietnam.6

Kennedy walked away from his trip with an affinity for those in Asia, the Middle East, Africa, and Latin America fighting to establish their own nations and identity. Kennedy became openly critical of colonialism in Algeria and Indochina, and sharply reversed his earlier opposition to foreign aid programs.7 Kennedy’s support for independence movements was controversial, and it was frequently cited at the time as an example of his lack of maturity on foreign policy.8

Kennedy argued that communism could not be combatted purely through the force of arms and called for Washington to build “non-communist sentiments” through other means, such as economic assistance.9 Kennedy’s own father, Joseph, took such strong exception to his son’s idea of courting the people of newly independent states that he openly ridiculed it: “Perhaps, our next effort will be to ally to ourselves the Eskimos of the North Pole and the Penguins of the Antarctic.” The views of father and son were so bitterly divided that they refused to discuss foreign policy with one another after Joseph’s remarks.

The practice of the United States offering foreign assistance to other countries was not new, dating back to 1794 when Treasury Secretary Alexander Hamilton helped secure $15,000 of assistance for Haitian refugees displaced during that country’s bloody independence struggle. During rancorous congressional debate, several representatives argued vehemently that sending American taxpayer dollars abroad was unconstitutional.10

Other efforts followed. Thousands of bushels of corn and flour were sent to Venezuela in 1812 following deadly earthquakes. Assistance was provided to Greeks as they tried to break away from the Ottoman Empire.11 In the 1840s, Americans directed more than $1 million to help blunt the Irish potato famine. And although impossible to disentangle from the complex legacy of US involvement in building the Panama Canal, army physicians William Gorgas and Walter Reed helped spear-head the successful effort to wipe out yellow fever in the Panama Canal Zone in the early 1900s, a landmark achievement in public health.12

But it was World War I that marked a true sea change in the US approach to foreign aid, largely because of the remarkable efforts of one man: Herbert Hoover. While Hoover is often ranked as one of the worst US presidents because of his mis-steps during the Great Depression, his actions before assuming the presidency led one of his contemporaries to argue that Hoover “fed more people and saved more lives than any other man in human history.”13

Hoover, a successful US businessman living in London during World War I, founded and led the Commission for Relief in Belgium, delivering food to millions of desperate Belgians trapped between the German occupation and a British naval blockade. It was something that had never been done before: a private American citizen leading a massive humanitarian effort to a desperate nation caught between major powers at war. Newton Baker, the US Secretary of War, described Hoover’s “unconquerable determination to keep the Belgians from starving,” as he “scolded, threatened, and out-bullied every human obstacle.”14

After the war, Hoover mounted an equally impressive and far more controversial effort to stave off mass starvation in Soviet Russia. As Hoover biographer George Nash argued, it was Hoover who gave birth to the notion that “when there is a humanitarian tragedy in the world, whether from war or from famine or revolution or a typhoon or an earthquake, that Americans will be there to organize the relief.”15

World War II fundamentally tested that proposition. In 1940, President Franklin D. Roosevelt was alarmed that the United Kingdom could no longer afford its vital purchases of weapons and supplies from the United States. Constrained by legislation requiring that all trade with warring nations be done on a cash basis, FDR launched a major effort to let London “borrow” the materiel it so desperately needed to keep Hitler’s forces at bay. Roosevelt compared the effort to lending a hose to a neighbor when their house was on fire—you didn’t want him to pay for the hose, you just wanted it back when he was done.16 During the war, the United States provided substantial assistance to help both neighbors in the Western Hemisphere and citizens in areas liberated from the fascists.

By the end of World War II, Europe and large parts of Asia were decimated. Fifty to eighty million people around the globe had died during the war. The United States was in an unparalleled position of economic and military dominance. Although having only 6 percent of the world’s population, the United States suddenly accounted for about 50 percent of the global economy.17

The United States used this postwar dominance to help shape multilateral institutions and instruments in a remarkably visionary way, helping to establish the United Nations, the World Bank, the International Monetary Fund, and the World Health Organization.18 Washington viewed this global architecture as an essential foundation for more peaceful and prosperous relations between states and as important instruments in lowering trade barriers and building up the economic connectivity between what were still largely closed economies.19

The strategy was straightforward: Expanding the pool of countries that were free market democracies would help the US economy, produce reliable allies, reduce sources of conflict, and serve as an important bulwark against extremism.20

When he announced the “Truman Doctrine” in 1947—the idea of assisting free nations, with both economic and military support, to fend off threats of communism and aggression—President Harry Truman was reacting to fears that Greece and Turkey were about to fall to Soviet influence. These concerns pushed Truman and his secretary of state, General George Marshall, to begin planning a much larger recovery effort for badly battered Europe.

Marshall’s instruction to George Kennan—head of policy planning at the State Department, whom he tasked with developing these plans—was direct: “Avoid trivia.”21 As Kennan and his staff dove into their work, they argued that while communism was an enduring threat, “the present crisis results in large part from the disruptive effect of the war on the economic, political, and social structure of Europe.”22

Their answer: the massive package of economic assistance that came to be known as the Marshall Plan. It was an unprecedented step to revive the economies of competitors following war, but these were economies that were vital to the health of American industry and trade.23 President Truman was heavily influenced in his thinking toward postwar Europe not only by the State Department but by former president Herbert Hoover, whom he had dispatched on an extensive assessment tour of the region in 1946. As Hoover declared at the time, “[T]he final voice of victory is the guns, but the first voice of peace is food.”24

With the passage of time, most simply remember the scale of the Marshall Plan, its lasting success, and the stirring invocation of Marshall’s June 1947 speech at Harvard University: “Our policy is directed not against any country or doctrine but against hunger, poverty, desperation, and chaos.”

But Truman and his advisers recognized that trying to get approval for the plan would be politically fraught. Truman insisted that the effort be dubbed the Marshall Plan not out of humility, but because he was certain it was more likely to find support from congressional Republicans if his own name was not attached to it.25 Some of Truman’s advisers also wanted it named after Marshall rather than the president because they feared it would fail.

Congress was hostile to the emerging plan, and the public, indifferent. The influential isolationist Republican senator, Robert Taft of Ohio, denounced the plan as welfare for Europeans and demanded that the United States stop playing “Santa Claus.”26 Republican representative Howard Buffett of Nebraska dubbed the Marshall Plan “Operation Rathole.” Media outlets as diverse as the Daily Worker on the left, and the powerful McCormick and Hearst newspaper chains on the right, blasted the proposal. The Truman administration responded with a massive publicity campaign, with Secretary Marshall—a beloved war hero—barnstorming the country to court labor groups, business associations, congregations, and student groups.27

Despite this, the plan’s fate remained uncertain in Congress until the 1948 Soviet-backed coup in Czechoslovakia. Suddenly, the Marshall Plan looked like a much-needed weapon against communist expansion. It was soon approved with bipartisan support.28 Senator Taft, who had so strongly opposed the Marshall Plan initially, voted in favor of it.

The aid to Europe relied heavily on commodities, but as one history of the Marshall Plan pointed out, this was not “primarily an enterprise for delivering orange juice and baby chicks,” but instead was an “investment for productivity and modernization: tractors for farms, steel plate for shipbuilding, iron for locomotives, coal to turn generators.”29 Substantial technical assistance was provided to rebuild factories and recapitalize European banks so they could fund reconstruction. Assistance was also conditioned on a willingness to lower barriers to trade and other reforms.

The results of the Marshall Plan are well known. Former British foreign secretary Ernest Bevin likened the Marshall Plan to “a lifeline for sinking men,” and author Greg Behrman called the Marshall Plan “one of the most successful foreign policy enterprises in the annals of US history.”30

As the United States carried out the Marshall Plan, it also undertook a patchwork of other foreign aid efforts around the globe, all of which were driven by security imperatives with little in the way of country-led planning.31

Hoping what had been achieved through the Marshall Plan might be applied more broadly, President Truman’s 1949 inaugural address proposed a “bold new program” for the growth of “underdeveloped areas.”32 Given concerns about containing China, much of the aid at this time was directed to Asia in places like Korea, Thailand, and Indochina.33 Ben Hardy, one of the wordsmiths behind what came to be known as the “Point Four” speech, called Truman’s determination to lift up the developing world, “a ringing declaration of democratic principles that would fire the imagination of the masses of people throughout the world.”34 (Ironically, this emphasis on foreign aid was an eleventh-hour addition to a speech that was largely dominated by an emphasis on more-traditional security concerns.)

Truman, in his autobiography, said that the reports he had received from the developing world indicated “a great many people were still living in an age almost a thousand years behind the times,” in what he called, “the curse of colonialism.”35

Henry Bennett, who was appointed to direct much of this aid, promised in 1951 that “results can be had quickly,” and predicted towering breakthroughs: famine would be eliminated in India by 1956; malaria eradicated within a decade; “hunger, poverty, and ignorance” would end around the globe for all practical purposes within fifty years.36

But Bennett, like many others, misapplied the lessons of the Marshall Plan to the developing world. The European recovery was an effort to resuscitate modern economies led by a set of highly motivated and well-organized governments. Europe’s educational base was strong and incentives for opening trade were high. Efforts to rebuild Europe’s roads, dams, rail lines, and power plants were absolutely appropriate to the European context. Equally true, the Marshall Plan was the wrong template to apply to most of the developing world where institutions were weak, public services scant, illiteracy high, and economies largely dependent on subsistence agriculture.

Under President Dwight Eisenhower, US assistance became more military in nature throughout the mid-1950s, as it shifted from Europe to Asia, with South Korea and Taiwan—the very front lines against Communist China—the largest recipients.37 During the height of the Marshall Plan, economic assistance had outpaced military aid on a four-to-one basis; by 1954 that figure was reversed.38 A commission on foreign aid reported to President Eisenhower that demands were increasing from poor countries for general economic aid, but commission members declared, “We recognize no such right.”39




THE UGLY AMERICAN

By the time John Kennedy started examining foreign aid programs as he eyed his White House run, there was a growing chorus of dissatisfaction with them.

Nothing crystallized these discontents more starkly than one of the most popular pieces of American fiction at the time, the 1958 novel The Ugly American, by William J. Lederer and Eugene Burdick. The Ugly American detailed the bumbling exploits of Americans in a fictional Asian country outflanked at every turn by shrewd communists, and the book scorched its way up the best-seller list where it remained for a seventy-six-week run.40

The book was a searing indictment of US diplomacy and aid at a time when it felt like the United States was on the losing end of the Cold War. As the book argued, misguided, out-of-touch US diplomats were not only failing to win hearts and minds in the developing world, they were also spending “billions on the wrong aid projects.” The New York Herald Tribune found it such a damning critique that it breathlessly intoned, “If this were not a free country, this book would be banned.”41

The Ugly American took on almost totemic importance in the debate about the US approach to the developing world, even as aid officials in the Eisenhower administration strongly objected to its content, calling the novel, “a grotesque cartoon” detailing “errors of the past.”42

While not the most balanced view, the book was progressive in some important ways, particularly its contention that programs would only succeed if the people who administered them rejected paternalism and became steeped in local cultures, languages, and politics. The book made a convincing case that people weren’t poor because they were lazy or backward, but because of the systems in which they were trapped.

Senator Kennedy was so enthusiastic about The Ugly American that he not only purchased copies for all of his Senate colleagues, he took out a full-page ad in the New York Times praising its depiction of Americans working overseas.43

And it was not just The Ugly American that was raising concerns about foreign aid. No less than six different major studies of the aid program were conducted during the late 1950s, many of them highly critical, even as such assistance was becoming a core element of US foreign policy.44

Many of the studies were coming to grips with the hard fact that offering a country foreign aid did not necessarily buy America love, admiration, or sympathetic votes at the United Nations. Many of the new leaders in the developing world had led independence movements, and one report at the time noted their “resentment of real or fancied attempts at outside interference” by the United States.45

As Michael Todaro and Stephen Smith argued, economists at the time “had no readily available conceptual apparatus with which to analyze the process of economic growth in largely agrarian societies characterized by the virtual absence of modern economic structures.”46 Countries were being asked to industrialize out of thin air, with “big push” projects that would allow them to turn subsistence farmers into efficient factory workers as if by alchemy.47 Although there was a nascent group of thoughtful development economists emerging during this period, their voices remained on the margins.

Responsibilities for the US assistance program were diffuse, scattered across multiple competing agencies that had cropped up since the Marshall Plan and operating under overlapping and sometimes contradictory legislative mandates.48 Public support for aid was waning, as was the morale of those working abroad. As one report of this period argued, finding and retaining qualified “shirt-sleeve ambassadors” should have “first claim” on the attention of aid officials.49

Even for its supporters, the aid program had drifted into considerable disarray through the 1950s. And if its real problems were not severe enough, foreign aid had to fight off more than its share of misinformation. One enduring myth: US assistance had been used to purchase suits for Greek morticians.50 The story was sufficiently stubborn that the Eisenhower administration was compelled to provide the House Foreign Affairs Committee with detailed procurement records indicating that there was no financing of any kind for civilian clothing in Greece, much less garb for undertakers.




AID AND THE ELECTION

Around this time, Senator Kennedy began to assemble a kitchen cabinet to advise him on how best to overhaul the structure and policies of US foreign aid. Chester Bowles, a congressman and former ambassador to India, was an active participant.51 Also crucial was Fred Holborn, a young Harvard-educated academic and the son of refugees from Nazi Germany, who served as JFK’s key congressional aide on Algeria and India.52

India held half the population of the non-communist world. With China having already fallen to communism, the ability to steer India more firmly toward free markets and maintain it as a democracy was considered essential by US national security experts.53

Fred Holborn reached out to two MIT academics who were making a splash with new theories on foreign assistance: Walt Rostow and Max Millikan. The two had co-chaired a presidential review of the aid program, and Rostow had served on George Kennan’s staff at the State Department during the formulation of the Marshall Plan. Rostow and Millikan’s 1956 findings on aid made the front page of the New York Times and were debated at Eisenhower’s National Security Council.54

The pair argued that the battle for the developing world would be fought on economic rather than military grounds, and that economic growth and reform were essential if Washington wanted its gravitational pull to exceed Moscow’s.55 The authors rejected the idea that aid should be used to buy influence and deconstructed the idea that communism sprang from hunger.56 Their prime recommendation: “The United States should launch at the earliest possible moment a long-term program for sustained economic growth in the free world.”57

Rostow and Millikan wanted to inject capital and technical assistance into countries meeting “fairly high standards of eligibility” that would use such investments well. The notion of directing assistance based on economic prospects rather than on geo-strategic priorities was radical for the time.58

According to Rostow, the aim of foreign aid should be to help countries rapidly achieve an industrial take-off that would allow these economies to become self-sustaining.59 The best means to do this would be through systemic economic reforms coupled with lending for big-ticket infrastructure projects like roads and power grids.

Millikan and Rostow believed that it would be necessary for the United States and other major industrial countries to open their markets to goods and services from the developing world, a useful reminder that the prospects for the developing world are often imbedded within larger and much more powerful currents, such as trade.60 As noted economist and Kennedy insider John Kenneth Galbraith remarked in a moment of frankness, “[I]t is doubtful that many of us, if pressed, would insist that economic development was simply a matter of external aid. But nothing could be more convenient than to believe this, for once we admit that it is not the case, we become entrapped in a succession of grievously complex problems.”61

While the Eisenhower administration largely failed to act upon recommendations from Millikan and Rostow, Kennedy embraced them—in part because it made him look tough on communism during his 1960 presidential race against Vice President Richard Nixon.

“The gap between the developed and underdeveloped worlds,” Kennedy argued on the floor of Congress, was a “challenge to which we have responded most sporadically, most timidly, and most inadequately.”62 Kennedy was eager to step onto the world stage and shape geopolitics.

It was no surprise that Kennedy and Rostow emerged as kindred spirits. Both were intellectual, but neither was content with an ivory tower. Kennedy appreciated Rostow’s intelligence and impatience to change the world both at home and abroad. Rostow was struck by what he called Kennedy’s “remarkable computer of a mind.”63 Rostow’s influence on Kennedy is striking, and it was Rostow who first stressed the “New Frontier” language that would become a centerpiece of Kennedy’s campaign.64

The debate about foreign aid played a prominent role in the 1960 presidential race, in no small part because of spiraling Cold War tensions. In May 1960, the Soviets downed the U-2 spy plane of an American pilot, Francis Gary Powers, as it flew over their territory. The fallout from the U-2 episode quickly derailed a planned US–Soviet summit and negotiations on nuclear weapons.

On October 7, 1960, during the second Kennedy–Nixon presidential debate, the candidates squared off on the issue of foreign aid. Kennedy cited a poll that found most people in other countries thought the Soviet Union would be ahead of the United States militarily by 1970. He argued that too much aid to the developing world had been surplus military equipment, when long-term loans would produce greater growth and allow recipients to maintain their self-respect. “Unless we begin to identify ourselves not only with the anti-communist fight, but also with the fight against poverty and hunger, these people are going to begin to turn to the communists as an example.”

Kennedy continued to push hard on the topic of foreign aid as the campaign came down its homestretch. On November 2, just six days from the election, at a major campaign rally in San Francisco, Kennedy again stressed his impatience with the status quo. “But the harsh facts of the matter are that in three vital areas we have been ill-staffed and ill-represented in the struggle for peace—in our disarmament planning—in our diplomatic and Foreign Service—and in our technical assistance to underdeveloped countries. In all three areas we have failed to realize that times have changed.”65

Kennedy referenced The Ugly American, and made the case that while the public tended to hear about the aid workers who were either extremely competent or incompetent, “most of our personnel are somewhere in between. Most could be doing a better job—and most must do a better job if we are to survive.”66

On November 8, 1960, the United States voted for its next president. The results were excruciatingly close, so much so that Richard Nixon did not concede until the afternoon of the next day. At the age of forty-three, John Fitzgerald Kennedy had become the youngest American elected as president.

Just days after the election, Kennedy received a report on foreign economic policy prepared by his advisers. Among the recommendations was the idea of creating “a Central Foreign Assistance Agency” with a director that was not located within the Department of State.67

What followed was a flurry of appointments that would have an enormous impact on the future course of the US assistance program. Dean Rusk, a seasoned diplomatic veteran and president of the Rockefeller Foundation, was nominated as Kennedy’s secretary of state.68 George Ball, who had been closely involved in negotiating the Marshall Plan, was assigned to lead a task force on reorganizing aid.69

And in a move that would have a number of long-term ramifications, Kennedy tapped David E. Bell, who had an unusually good understanding of international development by dint of having served on a field team in Pakistan with the Ford Foundation, to be his director of the Bureau of the Budget.70

As the Kennedy transition moved frenetically, relations with Cuba continued to deteriorate. On January 3, 1961, the United States broke diplomatic relations with Havana and imposed an embargo on Cuba little more than a month later.




WHAT SHAPE THE NEW FRONTIER?

On January 20, 1961, a throng of close to one million strong stood in a fresh, wet snow on the National Mall for President Kennedy’s inaugural address: “To those peoples in the huts and villages of half the globe struggling to break the bonds of mass misery, we pledge our best efforts to help them help themselves, for whatever period is required—not because the communists may be doing it, not because we seek their votes, but because it is right.”71

In Kennedy’s first meeting with the National Security Council after becoming president, he directed the Bureau of the Budget to develop recommendations on foreign aid, and this effort was essentially co-joined with the work of George Ball, David Bell, and Henry Labouisse (who was in charge of much of the existing aid program).72

One key finding emerged from this initial work: Existing aid programs had been “designed primarily as an instrument against communism rather than for constructive economic and social advancement.”73 Beyond this broad understanding, some key issues remained.74 Should aid be organized by region or by the type of assistance being delivered? Should the existing foreign aid agencies be merged, or should they be preserved? Should aid come mostly in the forms of loans or grants? Should the State Department be in
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