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TO: Planning Group Members 

SUBJECT: Planning Group Meeting, 
Thursday, July 13 1965 3 12:00 noon 

Contingency planning will be the topic for discussion 
at our next meeting at noon on July 1, 1965 in the S/P 
conference room (room 7261 New State Bldg.). 

The Department of State is currently engaged in 
preparing its semi-annual inventory of existing and pro­
jected contingency plans. In connection with this task, 
the views of the Planning Group on possible subjects for 
contingency planning would be most helpful. We might also 
usefully review existing interagency arrangemerits for 
contingency planning. 

The attached paper is based on recent discussions of 
contingency planning within S/P and may provide a starting 
point for our meeting of July le 
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MEMORANDUM 

SUBJECT: NATO Policy After the Germ.an Election 
I 

1. The Problem. This memorandum discusses our broad 

·strategy toward NATO after the German election. Ne,edless 

to say, this is closely related to other matters--e.g., the 

UK economy, developments at Brussels, policy on German 

unity and Eastern Europe. But we can't tackle all these 

issues in one meeting, and have chosen to concentrate on 

NATO at this session. 

2. The Basic Choice. After being re-elected, General 

de Gaulle will probably begin to reduce French participation 

in NATO. He may make it difficult to maintain some NATO 

facilities now on French soil. He may indicate, at some 

point, that he would like to see NATO replaced after 1969 

by a much looser alliance. He may threaten to pull out 

earlier if the·alliance is changed in major respects before 

then. 

In this situation there S€em, broadly speaking, to 

be three alternatives: 

One: We can roll with the punch: keeping those NATO 

programs 

-SECRET 
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programs from which French withdraws going on an "empty 

chair" basis, and relocating NATO facilities that are no 

longer welcome in France. Our allies would probably support 

this course of action. In the resulting period of stalemate 

and inaction, however, the alliance might tend to fragment 

toward a series of divisive bilateral relations. 

Two: We could seek to reshape the alliance, striking 

for (i) an "inner group" of those nations willing to accept 

a higher degree of·integration (probably the US and the WEU 

countries minus France); (ii) participation by the European 

members of this "inner group" as a collective entity; and 

(iii) a strengthening of the international superstructure 

(NATO Defense Minister, NATO Political Minister, standing 

group of Wise Men, etc.). None of our allies would favor 

this course of action, however--at least not unless de Gaulle's 

provocation were much more blatant than we can expect from 

this skilled tactician, and probably not even then. 

Three: We can follow a middle course, which would 

include the defensive reactions projected in Course One 

plus support for constructive ventures which fall short 

of NATO 

-SECRET . 
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of NATO reorganization and do not require French participation, 

but would strengthen defense ties between the US and in­

terested European countries. The key question is whether 

these countries are ready for the forward movement and risk 

of a clash with the French that would be involved. This we 

can only find out through consultation with them. But there 

is no point in consulting until we know what we are consulting 

about. The .rest of this memorandum tries to define just 

that: what the third course of action would amount to in 

terms of specific ventures. 

3. Purposes. In launching such constructive ventures, 

it would be important to have our purposes clearly in mind: 

(a) To bring the US and Europe closer together, 

bj trying to me~t European desires for a larger role within 

an Atlantic context. 

(b) To find ways in which the UK can work more 

closely with the Continent, in the period before it can 

join EEC. 

(c) To strengthen multilateral Atlantic arrange­

ments in which the Germans can play a satisfying role, on 

a basis of equality with other major European countries. 

Now to 

-SECRET 
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Now to the specific ventures. 

II 

4. Non-Nuclear Integration. Greater integration of 

non-nuclear forces on the Central Front would have sub­

stantial advantages. It would give the Germans further 

assurance that US forces were there to stay. It would help 

to tie the FRG and ·its armed forces more closely to the 

West. Development and practical planning for use of an 

integrated US-UK-FRG force would probably be a better way 

of resolving differences on strategy than theoretical dis­

cussions in NATO. Some economies might be achieved. 

Granted these advantages of non-nuclear integration, 

two basic issues arise: 

Firsti should we favor such integration among European 

or Atlantic forces? This is simply another way of asking 

whether integration should be postponed until after 

de Gaulle, since "European" integration would not be feasible 

before then . 

. Second: If we are to proceed now with Atlantic 

integration 

·SECR:E'f 
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integration, on what scale should this be sought?· At one 

• extreme, would be an effort to integrate the maJority of 

US, UK, and FRG forces on the Central Front. This would 

maximize the advantages noted above, but it might well 

encounter both practical difficulties and Continental 

suspicions of US "hegemony". At the other extreme, we might 

merely convert the ACE Mobile Force (six battalions) from 

an earmarked to a standing force--which would, however, be 

too small to be of much use on the Central Front. An inter­

mediate course would be to create an integrated non-nuclear 

force of the order of one army corps, to deal with unintended 

conflict on the Central Front. Then one could see how 

integration of both forces and logistics worked, and decide 

where to go from.there. 

The main nee~ now is to get on with discussing these 

possibilities with the UK and FRG, and see which--if any-.:. 

attracts them. 

5. East of Suez. There is a dilennna here: 

- There are urgent immediate needs East of Suez 

which it is in our interest that the UK continue to meet. 

- We 

SECRET_. 
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- We do not want such UK action to foreclose long-

term UK evolution toward Europe--e.g., by causing the UK to 

cut the Army of the Rhine or otherwise turn away from Europe. 

The short-term answer may lie in assisting and encouraging 

the UK to maintain its responsibilities in both Europe and 

Asia. In the long term,. the solution may lie in a wider 

European sharing of the Asian burden. As a means of pursuing 

both these ends, it may be useful at some point to mount an 

informal trilateral US-UK-FRG review of military priorities 

and related financial problems, which would include needs 

in both Europe and East of Suez. Such a review might: 

a) help to ensure that European as well as Asian 

needs received high priority in UK defense planning, and 

·also help Healey to resist pressures from other elements ·in 

the Cabinet to cut defense; 

b) help to make clear to the FRG the hard choices 

that are involved, - thus possibly affecting German attitudes 

. toward.the UK offset problem and toward financial help for 

the UK; 

c) help in the very long term to pave the way for 

a larger European role East of Suze, by getting the FRG 

to begin 

-SECRET 
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to begin to think of the possibility of a world-wide role 

and by getting the UK used to consulting about East of Suez 

with its European partners; 

d) Strengthen ties between the UK and FRG and help 

to dispel any German suspicions that the UK is East of Suez 

by choice rather thari by necessity--suspicions which could 

feed Gaullist desires to exclude the UK from Europe. 

The main need is to get on with discussing all this 

with the UK and FRG. Such discussions could grow out of 

current UK-FRG talks about German offset purchases_ to help 

support the BAOR or conceivably out of US, UK, and perhaps 

German talks about the UK financial problem. 

6: Nuclear. The first question to be faced here is 

whether movement toward a collective nuclear force should 

be sought after the German election, or should be deferred 

until after either de Gaulle or 1969, whichever comes soonest, -

trying ·to bold the fort with consultation in the meantime. 

The case for deferral is-that this accords with the 

generally cautious mood in Europe today. The case for 

action is that the basic trends are not in our favor (UK 

pushing ahead with.a national submarine force, German 

aspirations 

-SECR:E'f 
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aspirations for equality continuing to mount, possibility .1 

of Indian nuclear program with backlash on Europe), so that 

lost time may equal lost opportunity. 
I 

On balance, it seems in the US interest to move ahead 

after·the German election--but only if we, the Germans, the 

British, and the Italians are ready to face de Gaulle's ire, 

pressures from Moscow and from local left-wing groups, etc. 

A movement followed by retreat would be worse than no move­

ment at all. Early post-election consultation with the 

FRG is indicated. 

If we are to move ahead, the object should be to develop 

not just a collective force but a collective nuclear 

\ 

organization in which the US and interested European countries 

(probably UK, FRG, Italy, and Netherlands) could work to­

gether to get on with a broad range of practical tasks: 

a) Creating and managing acnllective nuclear force. 

b) Joint development of nuclear disarmament and 

non-proliferation proposals. 

c) Making arrangements for a larger European role 

in research, development, and production of advanced nuclear 

delivery 

-SECRET 
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delivery systems (to the extent that this is not covered 

through other joint production arrangements which may be 

developed, as discussed in par. 7 below). 

d) Consultation about over-all Western nuclear 

strategy--thus permitting the present Defense Ministers' 

Select Committee to be folded into the exercise. 

e) Consultation about crises involving East-West 

confrontation in third areas with potential for nuclear 

escalation. 

Having set up a collective nuclear organization to 

pursue these purposes, and having agreed on some initial. 

actions to this end, the interested countries could t~en 

(as in EEC) leave further practical actions to be con­

sidered and taken within the institutional frarnework that 

they had created. 

This approach, in which the European members could 

take part as a collective ·entity, would respond to a 

wider range of their concerns than the ANF/MLF alone. 

There would thus be more political attraction in it for 

each· of the European 
heads of 

.-SECR:E.T 
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heads .of government, who have so far shown themselves rather 

skittish at the barrier. It would do more to strengthen 

the US-European defense partnership than the MLF, because it 

would bring the US and European countries together in a 

broader spectrum of nuclear cooperation. And it would enable 

the Johnson Administration to launch a nuclear policy which 

was distinctively its own, rather than merely a continuation 

of past efforts. 

7. Defense Production. European countries want a 

larger role in production not only of advanced nuclear 

delivery systems but also of conventional arms. There are 

several problems here: 

. a) European national production is often not V 
competitive with the US. Perhaps joint production by several 

European countries would help to get their costs down. 

b) Balance of payments difficulties reinforce 

deficit countries' normal tendency to buy at home. Some kind 

of defense payments union might be helpful. Countries which 

were in deficit position could then spend for defense purposes 

in other member countries, which would undertake not to use 

the foreign exchange receipts for any purpose other than 

defense 
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defense expenditures for X years. Thus any foreign exchange 

deficit incurred on defense account would, in effect, be 

sterilized for a specified period. 

c) ·Habit and parochial prejudice may be the strongest 

obstacles of all. And they may be difficult to overcome with­

out a strong group outside of national governments forcing 

the pace--as the Commissions have done in the European 

Community. An Atlantic Defense Pro.duction Organization, with 

a strong Director General and staff, might help to meet this 

need. It could develop specific proposals for sharing of 

production and if agreed by governments, it could oversee 

their execution. If such an outfit existed, the collective 

nuclear organization might procure nuclear delivery systems 

via this roq.te. 

III. 

8. The thread which runs through many of the issues 

discussed in this paper is the need for intimate discourse 

between the US, UK, and FRG-and, in some cases, Italy and 

.the Netherlands as well - in order to concert on specific 

action. To this end: 

a) When 

-SECRET 
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a) When talking bilaterally with these countries' 

FonMin's about NATO's future, we should emphasize the need 

for getting on after the German election with the constructive 

ventures referred to above, instead of concentrating wholly 

on defensive reactions to de Gaulle's expected moves. 

b) We should at an appropriate time begin, informally 

and through planning channels, to discuss the~e ventures with 

the German Foreign Office--as we·have already done with UK 

planners. 

c)" We should encourage the UK to suggest US-FRG­

UK.discussion of defense needs and resulting financial burdens-­

possibly as an outgrowth of current UK-FRG discussion of the 

BAOR's financial needs. 

d} We should consider whether and when to surface 

the idea that a Ministerial_meeting of the ANF/Ml...F Working 

Group might, this fall, commission a Wise Men's exercise to 

review the whole question of nuclear sharing,..--taking account 

of this report, of the results of the DefMin Select Committee 

exercise, and of broad guidance~ a collective nuclear 

organization on which the Ministers might then agree. 

9. Looming 

-SECRET 
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9. Looming over all of this will be the UK financial 

prohlem. If large scale long term help proves needed, 

Germany will have to be a major source. And, given German 

views of UK economic prospects, there will have to be an 

important political element in any German loan decision. 

Erhard has said publicly more than once that what Germany 

does for the UK in the economic field will bear some relation· 

to what the UK does on matters of interest to Germany. Here 

again the main need would seem to be to proceed to discussion 

among interested countries--in the first instance probably 

the US, UK, and FRG. 

10. Inter-Relation. It may prove easier, when we come 

to the crunch, to go forward on several of these ventures 

together, • rather than tackle them separately--since some have • 

niore appeal for the FRG, some for the UK, and some for the US. 

' In this sense they make a balanced package. It is difficult, 

however, to speculate fruitfully on how to exploit this 

inter-relation some months hence. Too many imponderables 

are involved. A wide variety of approaches--e.g., a Presidential 

trip, a US "Marshall Plan type" speech with some pre-arranged 

European responses--all these could be considered. The main 

thing 

-6ECltET 



'1111111111111' ·• .~· 

SEC!tf:T 
-14-

thing now is to get on with the specific and immediate 

US-UK-FRG consultation that might help to.make all this 

possible. 

SECRET 
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output and productivity are necessary not merely to feed 
rapidly enlarging populations (with a still.higher rate 
of urbanization) but also as a source of industrial raw 
materials, as a source of foreign exchange earning or 
saving, and as part of the process of providing enlarged 
domestic markets for industrial development. 

What is also beginning to be agreed -- but not yet 
satisfactorily implemented -- is the concept of an agricul­
tural production "system." We in the Planning Council 
brooded about the successes and failures of agriculture 
in the developing countries in the first postwar genera­
tion. We followed closely the important MIT project at 
Dedham last summer. I have emerged from these exercises 
with a rather simple view of the agricultural "system" 
in the form of the necessary and sufficient conditions 
for bringing about an agricultural revolution. 

Putting aside infrastructure and minimum education 
and assuming a certain backlog of relevant agricultural 
science, there are four necessary and sufficient condi­
tions for an agricultural revolution. 

First, the farmer must receive a reliable and fair 
price. 

Second, credit must be available at reasonable 
rates for him to make the change in the character of his 
output or the shift in productivity desired. 

Third, there must be available on the spot (not in 
the agriculture ministry, but on the spot) technical 
assistance that is relevant to his soil, his weather 
conditions, and his change in either output or in produc­
tivity. 

Finally, there must be available at reasonable 
rates two types of industrial products: inputs such as 
chemical fertilizers, insecticides, and farm tools; and 
incentive goods -- that is, the things he or his wife 
or family would work harder to get, if they were cheaper 
or if his income were higher. 

These 



Present Status of International Development Policy 
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In preparing to come and talk with you I adopted 
a simple procedure. I set down on a yellow pad the concrete 
problems in development policy which I've encountered in 
recent years, as they came to mind. The work of the 
Policy Planning Council plus my job as the United States 
Member of the Inter-American Committee on the Alliance 
for Progress (CIAP) have given me the opportunity to 
observe and to participate in development policy over 
a quite wide range. 

This array of problems is set down, then, from 
living experience. 

Some of them are large; some of them, relatively 
narrow. All of them are unsolved or, at least, represent 
issues about which we have a great deal more to learn. 

At the end, I shall try to say something in general 
about this array of problems. But my final generaliza­
tions were not made at the beginning. I looked at what 
I had written down and thought of what it was possible 
to say, in general, about the pattern of the specific 
problems that emerged. 

The first problem relates to the proper approach 
to agricultural development. We are now going through 
an important shift in the field of development thought 
and policy. It is widely recognized among those working 
on development that agricultural development is no longer 
to be regarded as an alternative to ind'ustrial development, 
but as an essential part of the industrialization process. 
It is understandable that in the early postwar years this 
should not have been so clear. Agriculture was regarded, 
in part, as a stigma from colonialism or from a period 
of dependence. Industry was the symbol of independence. 
It is now better understood that increases in agricultural 

output 
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These four conditions can be satisfied in a good 
many ways. As I have wandered about the developing areas 
and studied the evidence available I have been struck by 
the variety of institutional forms in which agricultural 
success stories appear; but they all have the characteris­
tic of organizing around the farmer these four necessary 
and sufficient conditions. 

It can be done, for example, by the Japanese coopera­
tive outside of Sao Paulo. A well-run cooperative is one 
way to do the job. It can be done by a food proce$sing 
firm, such as Campbell Soup in Mexico. The conditions 
can be supplied by someone selling chicken feed, like 
Purina. The chicken revolution can bring the price of 
protein down in a prompt and dramatic way in a developing 
area. 

I was talking yesterday to a gentleman from 
Rhodesia who described to me an extremely interesting 
project called African Farming Development. A group·of 
private businessmen, on a non-profit basis, raised some­
thing like b300,000. They went into a tribal area and 
have brought about 150 African families from a level of 
zero cash income within three years to something like a 
$1000 per family, by getting them into cash crops and 
providing them with these four elements. 

The problem we face in agriculture -- the unsolved 
problem -- is how to learn from these success stories 
(which you can find in Taiwan, the Sudan, in parts of 
Pakistan, in parts of Africa, in parts of Latin America). 
and to build systematic policies on what we now know can, 
in fact, be accomplished. 

We face the problem of rapidly diffusing known 
methods. This is a challenge faced both by the govern­
ments in the developing areas and the aid organizations 
committed to help them. It will require changes in 
attitude and in method to do the job. 

The second point is narro_wer. It relates to the 
relation between agricultural diversification and 

marketing. 
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marketing. I have been crusading for some time against 
archaic methods of marketing in the developing countries. 
I undertook this crusade not because I had lost perspective 
on all the elements that must enter into the modernization 
of rural life, but because it is clear that economists 
have systematically neglected marketing in development 
economics. The reasons for this neglect can be tracked 
back to our common origins in the physiocratic tradition. 
And, perhaps influenced by economists, policy-makers have 
also neglected marketing. 

There is an important connection between agricultural 
diversification (which we all seek) and the relative 
efficiency of marketing systems. One of the reasons it 
is so difficult to get control over the supply of tradi­
tional exports, which is fundamental to maintaining 
reasonable prices on the world scene, is that the export 
crops have often been the first to have reasonably efficient 
marketing systems associated with them. It is often more 
profitable for a farmer to produce an export crop, such 
as coffee, on inappropriate, low-productivity land than 
to do market gardening for the cities simply because in 
dealing with the export firms he gets a higher proportion 
of the final price than when he deals with the inter­
mediaries who control domestic marketing. 

The diversification of agriculture often turns out 
to hinge on the modernization of the marketing arrangements 
for the alternative diversified crop. 

My third point concerns chemical fertilizers. Mr. 
Lester Brown, of the Department of Agriculture, has just 
put out a most interesting pamphlet-,,, on the agriculture 
position in the developing world. It dramatizes the 
fact that, in the face of the population increase that 
we confront, we must look to a rapid increase in yields. 
The possibilities for land expansion are not wholly 

exhausted 

*Increasing World Food Output: Problems and Prospects, 
by Lester R. Brown. Foreign Agricultural Economic Report 
No. 25. U.S. Department of Agriculture, Economic Research 
Service, Foreign Regional Analysis Division. April 1965 
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exhausted in the developing world; but as one looks at 
the scale of food problems ahead one must look primarily 
to a yield revolution. Excepting the case of Japan, 
which is worth careful study, these yield revolutions 
have come relatively late in the stage of development 
of most countries. The task is, then, to produce an 
early revolution in agricultural yields in the contem­
porary developing nations. 

As I have tried to emphasize, there is no single 
factor, by itself, that has caused a revolution in 
agricultural productivity; but it is also true that 
chemical fertilizers can be a most powerful agent in an 
agricultural productivity revolution. To get chemical 
fertilizers absorbed we all know requires more than 
production at a factory site. You need an environment 
in which chemical fertilizers are distributed efficiently 
and are available to the farmer at a fair price, along 
with instruction and guidance about when and how to 
apply them to his soil, moisture conditions, etc. 

Nevertheless, having recognized the inter~ependence 
of the agricultural system we must try in our development 
policy to launch a mighty push in the production and 
distribution of chemical fertilizers. This is necessary 
not only to deal with the population and urbanization 
problems that press hard on food supplies but for another 
reason. One of the ways to force the pace of change in 
agricultural policy as a whole is to have available an 
expanded supply of chemical fertilizers and, along with 
them, effective marketing and technical assistance arrange­
ments. A systematic drive in the developing areas to 
generate a radical increase in fertilizer production is 
not only a necessary element in a "systems" approach 
but also one way to force the pace of the change in 
agriculture policy in general. 

Fourth, a non-technical point. The Peace Corps 
is, evidently, one of the proudest American achievements 
in the field of development. It derives from the deepest 
and most creditable impulses in our society. I have 
always felt, however, that its highest contribution would 

not 
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not be in what the Peace Corpsmen did themselves nor 
even in the enrichment of the life of our country which 
this whole experience is bringing about. It would be 
in stimulating within the developing countries their 
own Peace Corps or its equivalent. 

If the presently developing countries are to move 
on from their present transitional stage to full moderniza­
tion, all of the barriers between the city and the country­
side need to be broken down, including the human barriers. 
I once observed that the most critical gap in the world is 
not between the rich and the poor countries: it is between 
the rich and the poor within developing countries. There 
is a need for the privileged, the educated, the modern 
young people to leave their cities, which are often as 
modern as any in North America or Western Europe, and 
get out and work side by side with their fellow citizens 
in their own countries. This is one of the most profound 
requirements for the modernization of developing countries: 
economically, socially, and politically. One of the re­
quirements of development policy is to encourage the 
emergence of systematic efforts to bridge the gap between 
the city and the countryside; and, when institutions which 
perform this· function emerge-,.. as they are beginning to 
emerge -- to throw the full weight of the international 
community behind them. 

In Latin America, for example, there is a remarkable 
operation of this kind going forward in Peru inspired by 
President Belatinde called Cooperaci6n Popular. A some­
what similar organization is emerging in Chile. Still 
another in Colombia. Work of this kind is under way in 
Venezuela. 

It is often easier to get a dam financed or a big 
road project or a steel mill than it is to mobilize modest 
financing for such institutions. Their worth, however, in 
terms of the whole modernization process, transcends their 
sea le" 

But even in economic terms these institutions make 
sense. I have never seen lower capital-output ratios, 
in the quite technical sense (that is, higher productivity 

per unit 
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per unit capital invested)) than I did up in the Peruvian 
highlands in some of the Cooperaci6n Popular projects, 
of which I inspected about thirty in one busy day. 

My first four points all related in different ways 
to one critical dimension of development policy; that is, 
agriculture and the linkages of urban-rural life. 

Now a word about population. The population problem 
is being increasingly discussed. It is, of course, a 
matter of policy decision -- either for nations or for 
families -- of the most sensitive kind. And it is properly 
sensitive since it is a decision of relative value that 
nations and families can only make on their own. My 
point here is, therefore, technical and narrow. 

I have been interested for some time in trying to 
get the strictly economic discussion of the population 
question out of its most conventional form and into a 
form more recognizably economic -- that is, recognizable 
for economists. 

The conventional way of stating the problem economically 
is to say that, given a capital output ratio of, say, 3, 
a one percent increase in population requires three percent 
of GNP invested to maintain income per capita. This im­
plies that, if the investment rate is maintained, income 
per capita would rise faster with a lower rate of popula­
tion increase. This formulation is enough to dramatize 
the problem in broad terms, but it doesn't do what I think 
needs to be done before planners and governments (and, in 
the end, the society as a whole) can weigh properly their 
judgments about family size against the consequences of 
those judgments for their rate of development. 

To make that calculation one must try to get the 
calculus about the extra child into the same form that we 
make estimates for other particular forms of investment; 
that is to say, the planner in a developing country should 
be able to relate investment in education, steel mills, 
roads, power, etc., to investment in population control. 

There have been various efforts to look at the pro­
ductivity of investment in population control. The most 

original 
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original calculations are those of Dr. Stephen Enke. 
He concludes: "If national economic resources were devoted 
to retarding population growth rather than accelerating 
production growth, these resources could be 100 or so 
times more effective in raising some less developed coun­
tries' outputs per head." The rough relationship, as he 
finds it, between the rate of return over cost of invest­
ment in population control as against investment in other 
directions, is about 100 to 1. Of course, this does not 
mean that one should cease investment in productive 
activities and concentrate simply on investment in popula­
tion control, He estimates, in fact, that a maximum likely 
level of investment in population control would be some­
thing like one percent of a total development budget, but 
that such an expenditure might reduce the crude birth rate 
by the one-third which is necessary to halve the natural 
rate of increase in population. 

As I say, the question of policy in the field of 
population control is a matter for nations and families 
to decide. But I think we are beginning to get some 
feel for what, under present technology and organization, 
the costs are for population control projects. Whether 
or not Dr. Enke's important calculations turn out to be 
definitive, it is clear that the productivity of such 
investment, in terms of the rate of increase in the 
national product per capita, is enormous. 

Now the problem of inflation. Here I shall talk 
as a member of the Inter-American Committee on the 
Alliance for Progress. I do so partly because we have 
been working hard on inflation and have published our 
collective conclusions, and partly because a high pro­
portion of the problem of inflation in developing countries 
is to be found in certain parts of Latin America. 

We presented our conclusions in a document, CLAP 170, 
which was issued last October. We began by stating as 
bluntly and as accurately as we could the consequences of 
inflation in developing countries. I might read the list 
of charges we made. 

Inflation 
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Inflation diverts investment away from its most 
productive uses and towards forms of investment which are 
a hedge against inflation rather than those which would 
maximize either private profit or public welfare. 

It leads to flows of scarce capital abroad. 

It damps exports, by tending to produce overvalued 
exchange rates which do not keep up with the rate of 
domestic inflation. 

It diminishes domestic savings. 

It leads to unsound industrial price policies, since 
under inflation businessmen are obsessed with the need 
to hedge against the next round of inflation rather than 
finding price policies which would maximize profits over 
the long run. In countries suffering from inflation 
businessmen behave as if there was no elasticity in the 
demand curves they face. 

It hits hardest the poorest sections of the popula­
tion which have the least ability to protect themselves 
against inflation. 

It restricts and renders most expensive borrowing 
from abroad. Countries suffering from inflation find it 
hard to get loans from the international financing institu­
tions and must rely disproportionately on short-run, high­
interest suppliers credits. 

Finally, and perhaps most serious of all, the social 
groups within a society suffering from inflation are forced 
to be at war with one another, each trying to outdo the 
other in efforts to hedge against inflation; and thus, by 
their efforts to protect themselves, they cause the next 
round of inflation. 

When one comes to face operationally, not theoreti­
cally, but operationally, the problem of ending inflation 
in an environment where a whole society has become used 
to it, one faces a most searching series of practical 
problems. We in CIAP tended to group those problems under 
three headings. 

First, 
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First, the task of cutting down the government 
deficit. Along with private credit constraint this is 
the most conventional heading of counterinflation policy. 
It requires cutting back the subsidies to the public cor­
porations which in Latin America account for a high pro­
portion of the government deficits. It requires increased 
tax collections. It requires credit ceilings and all the 
other devices of monetary restraint. 

Second, mounting a systematic attack on the cost of 
living. This can be done by moving large supplies of 
agricultural products into the urban markets and also by 
inducing industrial price policies in wage goods which 
would keep the cost of living as low as possible. Some 
imaginative efforts to do this are now under way in both 
Brazil and Chile where credit is being offered to indus­
trial firms that cooperate. 

In the end, however, one needs an incomes policy and 
the social compact which underlies a successful incomes 
policy. An understanding must be developed in the society 
about real wages, productivity, and price policy that is 
consistent with real wages being equal to productivity in 
a non-inflationary environment. 

If one drives this problem back on all three frontsJ 
the final engine of inflation turns out to be the expecta­
tion of inflation itself. And it is the behavior of the 
government which is the largest, single determinant of 
those expectations: its behavior in its own wage rate 
negotiations; in tax collection; in budget policies; and 
all the other activities which impinge on the economy. 

Having lived and worked with this problem for 
several years, I find, looking back, that the classic 
debate, between the monetary and the structural approaches 
to inflation, is quite incomplete and not wholly helpful. 
We now know _enough, not only about inflation but what it 
takes to stop it, to cease theological debate and establish 
a consensus. This consensus should embrace all the elements 
that must be brought to bear to bring this phenomenon to a 
halt in developing countries. 

I would 
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I would add that I know of no effort being undertaken 
by any government in the field of economic policy for 
which I have more respect than the effort of the Brazilian 
Government to bring its people out of the inflationary 
environment in which they have lived so long and which 
has frustrated the legitimately high hopes and expecta­
tions of the Brazilian people. 

I turn now to the problem of foreign trade. What one 
needs now in Latin America and in a good many other develop­
ing areas which have had a first phase of industrialization, 
is a mentality that would regard export promotion -- the 
Jiversification of exports -- as a major task of develop­
ment itself. All of us in the developed countries have 
evident and real responsibilities towards the developing 
nations in the trade field. For example, the United 
States ought not to impede the imports of the traditional 
exports of developing countries, nor to make difficulties 
about their exports of manufactures. But, having said 
that, I am sure that the bulk of the job lies in the 
developing countries themselves. If one looks closely 
at what actually impedes industrial exports from developing 
countries, it is perfectly obvious that those impediments 
lie in attitudes and habits built into the operational 
style of the first generation of industrialists, excessively 
protected as they are behind high tariff barriers, operating 
often under monopolistic conditions. Moreover, the govern­
ments have often erected bureaucratic and other barriers 
against exports in non-traditional fields. The task of 
generating diversified exports is a development task within 
the developing countries; and those of us trying to assist 
from the outside can help, as we can in any other develop­
ment sector. 

We are beginning now in some parts of Latin America -­
notably Mexico, Brazil, and to some extent in Argentina --
to see the beginnings of this kind of effort. I was greatly 
heartened, when I was in Seoul recently, to see Korea moving 
up rapidly in the field of manufactured exports and begin­
ning to make a dent in the rather massive gap between its 
required imports and its export earnings. 

Eighth, 
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Eighth, project generation. It is still true for 
the developing countries as a whole -- despite some 
exceptions -- that the major lack is not money but bank­
able projects. This statement requires elaboration. The 
conclusion sometimes drawn that we are offering enough 
assistance to meet absorptive capacity is only a half 
truth" We could, I am sure,profitably use more aid in 
the development process. 

Nevertheless, it is true that the gap perceived in 
the creation of the United Nations Special Fund, for 
example, was a real gap; and it still exists. 

The point I would make here is that we need more 
than the Special Fund or other externally financed feasi­
bility studies. We need new types of institutions within 
developing countries which would gather together their 
own engineers, their own economists, their own experts in 
agriculture (or in whatever other field may be involved) 
to make local firms capable of conducting these feasibility 
studies. Sometimes in developing countries we find an 
institution turning out a regular flow of bankable projects 
(for example, the Brazilian electric power institute). 
And these find little trouble in being financed. If one 
looks into the history of such successful project-generating 
exercises, one finds that someone took the trouble to organ­
ize a local institution whose regular job it is to close 
the gap between a good idea and a bankable project. 

As we look ahead, for example, to the work of the 
African Development Bank, I would hope that a good part 
of its work in its initial phase might be not merely to 
bring in outsiders to do feasibility studies, but to 
assemble into teams people in the region with these basic 
talents. Evidently, one 0£ the great shortages, by 
definition, in developing countries is the shortage of 
engineers and economists; but there are usually more about 
than one might think. Some of them can't even find jobs. 
One of the most productive uses for them would be in 
institutions designed to bridge the gap between a good 
idea and a bankable project; because there is quite a bit 
of project money unused on the international scene. 

Ninth, 
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Ninth, a word about private enterprise. As one 
looks at the stage of most of the developing countries, 
one can perceive a most important change coming about in 
the classic argument over public versus private enterprise. 
Just as it is no longer quite the thing to do to argue 
industry versus agriculture, it is becoming not the thing 
to do to argue public versus private enterprise. A prag­
matic understanding is emerging on the legitimate role of 
each. This is natural as industrial sectors grow and 
diversify. It becomes evident that there are certain 
functions which governments must continue to handle and 
others which are best handled by private enterprise. An 
understanding also emerges that the public interest can 
be looked after in ways other than through government 
ownership and operation of plants. 

With respect to foreign private enterprise there is 
also a change taking place, but more slowly. It is gradually 
coming to be appreciated that private foreign enterprise 
can be a most powerful agent for development if it is 
properly brought into the developing country and on the 
right terms. It can contribute, of course, not only 
capital but management, technology, and, sometimes most 
important of all, an organizational example which can be 
imitated. 

In talking in Korea a couple of weeks ago, I addressed 
myself (as they wished me to do) to their understandable 
anxiety that they might be overwhelmed if they normalized 
their economic relations with Japan. I told them I did 
not fear this: first, because their own industrialization 
their own takeoff -- had begun, and they had a vital private 
sector of their own which would be difficult to overwhelm; 
second, I told them of the evolution in this matter of 
the relations between the United States and Mexico. I 
tried to evoke the mood of Mexico in the late 1930's and 
the then prevalent attitudes toward foreign private capital. 
And I traced the story down to the CIAP country review of 
Mexico last August -- where the Mexicans calculated that 
in 1965 they would import $220 million in private capital. 
The Mexicans have given careful thought to the sectors 

where 
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where they want private capital to go and to the terms 
which would permit the maintenance of effective control 
of their own economy. They have learned to use private 
foreign capital wisely, for their own development purposes. 
And it is an important lesson. 

There is often a gap between the perception of people 
who work on development in governments and the political 
language of debate on this matter within developing coun­
tries. The debate is moving in the right direction, but 
political discourse lags behind the perception of govern­
ments. We are moving towards a more rational and construc­
tive approach towards the role of private foreign enterprise 
in development; but the narrowing of that gap is urgent. 
Both sides must learn the kind of relationship that is profit­
able for foreign private enterprise and also truly creative 
in terms of the stage of development of the country concerned. 

A final point about regionalism. I have come, in 
general, to the conclusion, which I have expressed in a 
few talks lately, that we are moving towards a stage in 
world organization in which regionalism may be an important 
creative area in fields which transcend economics. Briefly 
stated, it is because we have in all of the regions of the 
world, rich and poor alike, a desire of nations and peoples 
to take a larger hand in their own destiny: an impulse, if 
you like, to be less dependent upon the United States and 
upon other industrial powers. On the other hand, simple 
nationalism -- powerful and understandable as it is -- is 
not capable of solving the security problem of nations; 
nor, indeed, is the nation state a useful unit for solving 
regional political problems, nor the problems of trade, 
money, aid, and development. 

Out of the interplay between a desire for national 
independence -- which it has been the object of U.S. 
policy to support since the Truman Doctrine and the 
inescapable imperatives of interdependence, we shall see 
movements towards regionalism. 

On the economic side, this takes the form of the 
young, but in some ways quite sophisticated, machinery 
generated in the Alliance for Progress. This includes 

the 
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the Inter-American Development Bank and CIAP. Quite 
extraordinary teamwork now prevails, as among the World 
Bank, the Inter-American Bank, and AID under CIAP auspices. 
CIAP is a kind of board of directors for the Alliance for 
Progress. Its head is a Latin American; six out of seven 
members of the board are Latin American. The Alli~nce 
for Progress is truly under Latin American management; 
and, if I may say this of my colleagues, under strong­
minded and capable management. 

I had the privilege of seeing Europe in the Marshall 
Plan period and observing the impulses that led toward 
unity. Working now with my friends in Latin America, I 
can observe impulses parallel to those in Europe of fifteen 
years ago -- towards integration. The setting is different 
as are many of the problems. But the parallel is unmis­
takable. 

At a still earlier stage one can see in Africa -- in 
the Organization of African Unity and the Economic Cormniss ion 
for Africa -- a desire for some sort of a systematic regional 
development program to which the African Development Bank at 
Abidjan may well contribute. 

Similarly, the work of putting together an Asian 
Development Bank, which will be going forward in the months 
ahead, may help to give Asia an increased sense of regional 
identity. 

In the end, of course, the tasks of development must 
lie largely within the countries themselves. That is the 
most simple statement one can make about development, but 
perhaps it can't be said too often. But while regional 
organization and external aid can be no substitute for 
domestic measures, they can reinforce those measures and 
make them more rational in many different ways. 

In effect, we appear to be repeating an experience which 
may have appeared unique; that is, the combination of the 
Marshall Plan and movement toward European unity. The ex­
perience of other regions will, evidently, not repeat that 
of Europe in any simple way. Each will have a different 
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time scale. Each will have a different set of relation­
ships with the United States and with other countries and 
regions of the world. But I am reasonably confident that 
a good deal of our effort in the next decade and generation 
of the development business will assume the form of building 
these regional arrangements and learning how to work with 
them in systematic ways. 

Now what can be said in g~neral about these ten items? 

The developing world is, of course, a world which is 
not uniform. What we call developing nations range from 
countries at $500-$600 per capita -- close to European 
levels -- down to countries which are barely over $50 per 
capita per annum. We are talking about a ten to one 
spectrum. Moreover, the time at which they began systematic 
efforts at economic development varied greatly. There is 
no uniformity in the period over which purposeful efforts 
at modernization have been attempted. 

Nevertheless, the bulk of the population of the 
developing world lives in societies already in takeoff; 
that is to say, in the first phase of sustained industrial­
ization: India, Pakistan, Brazil, Argentina, Thailand, the 
Philippines, Taiwan, Malaysia, etc. 

The concept of takeoff is now used in various ways, 
some of them more evocative and literary than technical; 
but it did have, in its definition, a fairly clear tech­
nical meaning. It is the first phase of sustained indus­
trialization -- a phase confined to a relatively few 
identifiable sectors. 

The most typical sector in modern times for takeoff 
has been import substitution of consumers goods. In the 
case of Latin America, this was brought about by a series 
of impulses beginning in the 1930's: first, the disastrous 
fall in value of traditional Latin American export prices 
and markets required import substitution; the Second World 
War reinforced it, due to the lack of European and United 
States consumers goods; then import substitution was made 
virtually a development theology of its own. It was perhaps 
overdone; but even in the 19th century import substitution 
was one of the routes into the first phase of industrializa­
tion. Indeed, taking New England as a case of regional 
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takeoff based on cotton textiles, that is how we did it 
up there, behind Daniel Webster's tariffs. 

What unites a good many of these ten observations is 
that we have had a generation of concentration on industry 
and on the infrastructure that was needed minimally to 
start this kind of industrial enclave in a traditional or 
only partially developed society. But now the takeoff 
phase is either at an end -- as it clearly is in Argentina, 
Brazil, Chile, Uruguay, Mexico -- or the potentialities 
for building industrial momentum on this narrow basis are 
coming to an end. 

In the poorer, less developed parts of Latin America, 
for example, and in some parts of Asia, there is still 
quite a lot of lift that import substitution for consumer 
goods can grant; for example, in the Central American 
Common Market. But what unites a good deal of what I have 
to say is that we have come to the end of one phase of the 
development process, rooted in infrastructure plus import 
substitution of consumer goods. 

We must now take the developing nations through the 
inevitable structural adjustment that tends to come at 
the end of takeoff and get them organized so that they can 
drive on in the next generation or so to technological 
maturity. The drive to technological maturity is the pro­
cess of spreading the techniques of modern science and 
technology, which are absorbed first in a few sectors, 
out over the face of society. 

In the course of these import substitution takeoffs, 
agriculture was systematically neglected, ignored, or 
dealt with as a second order of business. This was true 
socially and politically as well as economically. The 
men who generally held power in the takeoff phase were 
men whose political base tended to lie in the cities. 
This is not universally true, but it is widely true. 
The architects of takeoff were city boys, and their 
political constituencies were urban. 

Now our common problem is to deal with the struc­
tural distortions that were left behind as a result of 
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the way this first phase came about; to get programs of 
investment and development which are much wider in their 
objectives; and to help developing countries move forward 
into a sustained drive towards technological maturity. 

The momentum we can now see in Mexico is an example 
of what happens if that structural adjustment is success­
fully made. Mexico is now on a track of diversified 
industrial and agricultural development over a wide front. 
With all the normal vicissitudes of growth, this track 
should, nevertheless, take Mexico forward in the next 
couple of generations to full technological maturity. 

The true meaning of the structural adjustments now 
being attempted in Brazil, Chile, and Argentina -- the 
meaning of the decade of stagnation in Uruguay -- is that 
they are in transition from one phase to another in 
development. When that transition is made and their 
investment patterns and development strategies are squared 
away, we will see in these more advanced parts of Latin 
America a sustained drive to industrial maturity which, 
I believe, will astonish us. When those transitional 
difficulties are surmounted we shall see a momentum which 
will quickly make it clear to Latin America and to the 
world that great new industrial powers are in the process 
of rapid emergence. 

The concept of stages of growth was quite consciously 
not built on levels of income but on degrees of absorption 
of technology. Countries much poorer than, let us say, 
Brazil, are or may be in a similar situation so far as 
stag~s of growth are concerned. The anxiety we all feel 
about agriculture on the Indian subcontinent and concerning 
the need to generate diversified exports from the quite 
substantial industrial foundations present there, reflects 
much the same type of problem we see in Latin America, 
despite the difference in average income levels. 

Thus, the emphasis I have given to agriculture and 
to urban-rural marketing links, and to institutions to 
promote human and social ties, reflects a critical part 
of the transition from takeoff to a national basis for 
moving towards industrial maturity. 

Similarly, 



19 

Similarly, if one looks carefully at the historical 
origins of inflation in the countries that suffer from it, 
this phenomenon also turns out to be a disease to which 
takeoff societies are particularly (but not uniquely) 
vulnerable. The attempt rapidly to set in motion certain 
types of social welfare benefits and public subsidies at 
a time when the capacity of the society to sustain them 
was inadequate, is at the root of inflation in many 
places. The diversification of exports and the identifi­
cation of the proper role of private enterprise (domestic 
and foreign) are -- like inflation control -- part of the 
package of policies which will be needed to move those 
nations, which have had their first stage of industriali­
zation, forward through their structural adjustment into 
the drive toward technological maturity. 

As for the younger countries in the family of 
developing nations, which have not had their import sub­
stitution takeoff, what we owe them and their citizens 
is to try to learn from the misfortunes which befell 
other nations in their first phase of industrialization. 
We should try to help them move forward -- exploiting 
import substitution possibilities where appropriate, but 
avoiding excessive protectionism, and, above all, trying 
to keep, from the beginning, a better balance between 
urban and rural development than did the countries which 
preceded them in this century's great wave of industriali­
zation. 
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SUBJECT: President Johnson's Equivalent of the 
Marshall Plan 

The Concept 

Our Administration stands, at home and abroad, 
in a situation not unlike that of the Truman Adminis­
tration between March and June 1947. We have faced 
firmly the security challenges posed for us in 
Southeast Asia and the Caribbean as Truman faced 
the crises in Greece and Turkey early in 1947; but 
we have not yet come fully to grips with the creative 
challenge which is our equival.ent to the task of 
reviving Western Europe. 

The equivalent challenge for the latter half of 
the 196O's is to generate increased momentum in economic 
and social development in Asia, the Middle East, Africa, 
and Latin America; to induce the governments and peoples 
of those regions to concentrate more of their own poli­
tical energies on those tasks, as opposed to other less 
wholesome. activities; and to engage more effectively 
the resources of the United States, Western Europe, 
Japan, and other advanced nations in the enterprise. 

Somewhat-
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Somewhat more U.S. aid resources are, in my 
judgment, now required; but nothing like the order 
of magnitude of the Marshall Plan. (An initial fund 
of, perhaps, $1 billion, spent over several years 
would probably do the trick.) What is required, aside 
from more U.S. (and other) money, is a clear analysis 
of our problem; a vision of what we seek to achieve; 
and determined leadership by the President and the 
whole Executive Branch. 

As this paper suggests, many of the directions 
in which we are already moving respond to the problem 
we must grip; just as UNRRA, the British Loan, the French 
Loan, and various ad hoc efforts to organize European 
economic recovery preceded the Marshall Plan (e.g., the 
European Coal Organization, the European Central Inland 
Transport Organization, etc.). It is a quantum jump 
in scale and in conception that is now required. 

Only the President of the United States can 
produce that quantum jump. 

The Problem 

The situation in the various developing regions 
can be set out usefully in terms of positive and negative 
factors. 

1. The positive factors are these: 

-- In Latin America, the Alliance for Progress 
exists; it is moving forward; although the rela-
tion of CIAP to the OAS machinery must be rationalized, 
it is an adequate institutional base. 

-- In Africa, there are impulses to organize 
more effectively via the African Development Bank 
and the Economic Conunission for Africa; there is 

something 
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something of a backlash against Communist efforts 
t6 exploit African nationalist and racial frustra­
tions; there is increased concern ~ith economic 
development problems; both Nasser and Nkrumah 
are feeling the limits of .their political power, 
while undergoing severe economic strains. 

In Asia, the ·President's Johns Hopkins 
speech has sparked a real surge of energy in the 
Mekong Valley enterprise of the U.N. and in the 
impetus behind the Asian Development bank; Japan 
is groping to find a way to enter constructively 
on to the Asian scene in a larger way; the India 
and Pakistan consortia exist; there is momentum 
and something to work with in Malaysia, Thailand, 
the Philippines, South Korea, and Taiwan. 

-- In the Middle East there is no regional 
base for accelerated development efforts, but, 
as noted above, Nasser feels and has articulated 
the limitations under which he operates. 

-- The capacity of developed countries to 
provide help is increasing. Gross national 
product is rising in the industrialized countries, 
including the USSR. The U.S. and Soviet military 
budgets are less than they were last year. 

2. The negative factors are these: 

-- In Latin America, the Dominican cr1s1s 
has produced a political shock at a time of 
politico-economic crisis in Colombia; political 
crisis in Bolivia and Uruguay; a precarious but 
not unhopeful situation in Argentina. Latin 
America is shadowed by the decline of export 
prices or markets in cocoa, sugar, and bananas, 
and by the vulnerability of the coffee price 
to over-supply. In general, the Alliance for 
Progress is at a hopeful but fragile point that 
needs a second-stage booster. 

-- In Africa, 
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-- In Africa, a decline in certain export 
prices coincides with a more general sense of 
economic frustration rooted in the inadequacy 
of political and economic development institu­
tions and particularly in a lack of capacity 
to develop bankable projects and to mount 
effective programs of agricultural development. 

-- In India we have a weak government plus 
an economic situation where the lack of adequate 
foreign exchange support from the outside is a 
critical bottleneck in economic development; 
in addition, India and Pakistan are drifting 
into a dangerous re la·t ion to each other and away 
from us. 

-- Aside from the endemic frustration of 
the developing regions in generating a capacity 
to earn additional foreign exchange from tradi­
tional exports, and the almost equally endemic 
incapacity to generate feasibility studies and 
bankable projects, the rate of population growth 
and food demand is outstripping the rate of 
increase in agricultural production in many 
parts of these regions, posing a transcendent 
problem for the planet. 

3. In this setting, delicately balanced between 
hope, moderation, and serious development effort on 
the one hand and grave unsolved problems on the other, 
a concerted political effort is underway to turn the 
governments and peoples of these regions. against the 
United States and the West. The multiple and partially 
competing sources of this effort are, of course, Peiping; 
the ambitious radical nationalists (Sukarno, Ben Bella, 
Nkrumah, Nasser); and Moscow. Their focus, at the 
moment, is Bandung II at Algiers. 

4. Conclusion. The scale of U.S. (and other) aid 
efforts; the approach to agricultural development; the 
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approach to population policy; the approach to compen­
sation for fluctuations in export earnings; and the 
measures to expand non-traditional exports are, evidently, 
inadequate to the problems we confront. 

The Proposal 

In the delicately balanced equation which 
determines the strength of moderates and moderation 
in the developing areas, this proposal would bring 
fully to bear, on a world basis, the most important 
overlapping interests that exist between them and us: 
their interest in our resources; our interest in their 
greater concentration on their own development. 

It is proposed, specifically, that the President, 
at an early moment -- perhaps in his San Francisco 
speech, which would precede the opening of the Algiers 
Conference on June 29 -- speak in the following vein. 

"The building of peace requires that the develop­
ing nations of Asia, the Middle East, Africa, and Latin 
America produce for their people an environment of 
growth and of hope, rising standards of welfare and 
increasing social justice, of confidence that the life 
of the next generation will be richer in opportunity than 
that of the present generation. 

"Despite the inherent difficulties of the revolu­
tionary period through which the developing nations 
are passing, much progress has been made. In many parts 
of the world the conditions for steady economic and 
social progress exist or are within our grasp. 

"Surveying the scene as a whole, however, I believe 
we are at a critical historic moment, delicately balanced 
between forward momentum and frustration. Our common 
task is to tip this balance in the right direction. I 
am convinced that we must boldly face certain weaknesses 
in the common development effort and dedicate ourselves 
anew to their remedy. 

"The 

LIMITED OFFICIAL USE 



LIMITED OFFICIAL USE 

6 

"The United States is prepared to play its part 
tu achieve this result. 

"The world development effort requires a second­
state booster which must engage not merely the United 
States but the other nations and international institu­
tions committed to economic.and social development and, 
above all, the governments and peoples in the developing 
regions. 

"First, we must recognize the gap between the slow 
. increase in agricultural production and the rapid increase 

in food requirements in developing nations. The shadow· 
of hunger already lies across a good part of the human 
race. Unless we increase our efforts that shadow could. 
darken to famine. More food is also needed to provide 
the improved diets that must go with rising incomes. 
It lies within our common grasp to provide an adequate 
diet for every man, woman, and child on this planet. A 
concerted drive is required to increase agricultural 
production in developing regions and to supplement these 
efforts by the fullest use of our food surpluses.· 

"Second, we must recognize the difficulty faced 
by developing nations in earning increased foreign 
exchange through their traditional exports. We and they 
must do what we can to insure that earnings from these 
commodities are sustained; to diversify agricultural 
production; and to diversify exports into new lines. 

"Third, we face the paradox that there are more 
funds·available for project financing than there are 
bankable projects. We must concert our efforts to turn 
hopeful ideas into solid projects and enterprises. 

"I call upon the leaders in the developing nations 
to recognize the reality of these problems and to con­
centrate their efforts on finding solutions for them. 

"I shall 
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"I call upon those engaged in existing and emer­
ging international development institutions to.re-
dedicate themselves to their mission with fresh imagination 
and energy. 

"As for the United States, I am prepared to ask 
the Congress for additional funds, beyond existing aid 
levels and beyond the special resources for which I 
have asked for Asian development. These resources 
would be set aside in a special fund to be known as 
the Fund for Multilateral Development. It would.be 
used to fulfill these specific purposes: 

"First, to support special programs designed to 
modernize rural life; to increase agricultural produc­
tivity; to diversify agricultural production. I have 
instructed the Administrator of the Agency for Inter­
national Development and the Secretary of Agriculture 
to concert their efforts and to produce programs 
designed to use fully our own food surpluses and to 
make more effective our contribution to agricultural 
development in the developing regions. • 

"Second, to compensate for foreign exchange 
• losses from traditional exports where countries have 
complied with international conunodity agreements and 
where they are undertaking serious development programs, 
including intensive efforts ~o diversify their agricul­
tural production and their exports. 

"Third to accelerate the making of feasibility 
studies and the building of local institutions for this 
purpose. In this great international barn-raising 
we must close the gap between good ideas and ~pecific 
projects which can meet the legitimate tests for inter­
national financing. 

"I am prepared to see our resources made available 
for these purposes woven into the work of multilateral 
institutions or procedures. 

"In Latin 
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"In Latin America we already have in the Alliance 
for Progress machinery for managing such an accelerated 
effort. The regular review of country programs through 
the Inter-American Conunittee on the Alliance for Progress 
is the appropriate mechanism for pressing forward on 
these fronts. We are prepared to work in a similar way 
w.ith regional institutions in other areas. In Africa 
the nations may wish to work through the African 
Development Bank and the Economic Conunission for Africa. 
In Asia, the Economic Conunission for Asia and the Far 
East and the Asian Development Bank we are now discussing, 
could play a similar role. 

"I would hope that members of the OECD would take 
stock together of the situation in· the developing 
nations and harness their resources, their capital, 
and technical assistance on an enlarged basis to meet 
these three critical challenges. 

"I would hope that the Soviet Union wouldalso 
recognize these critical challenges to humanity and 
contribute substantially to their solution. 

'~en have the capacity to make history or to be 
its victims. 

"This.is a moment for us all - notably those who 
bear responsibility in the industrialized parts of the 
world - to recognize the frustration which limits the 
life and prospects of most of the human race; to raise 
our sights; .and, by concerted efforts, create in the 
years ahead a world where all of us are moving forward. 11 

Conunent 

A proposal of this kind could have the following 
effects: 

-- It would draw attention towards develop­
ment and away from hell-raising at Algiers, 

strengthening the hand of the moderates. 

It would 
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-- It ~ould come at a time of sober second­
thoughts about the universal UNCTAD approach, 
but get at the legitimate underlying concerns 
and issues which lead to UNCTAD. 

-- By linking additional balance of payments 
support to the review of development programs 
and to-measures to diversify agriculture and 
exports, it avoids autornaticity -- that is, the 
granting of U.S. money simply because export 
earnings have declined. The criteria could 
easily screen out Sukarno, Nasser, and Nkrumah. 

By citing CIAP, the procedure offered is 
multilateral, but linked to a system where: 
development criteria are applied with some 
seriousness; and the U.S. maintains its freedom 
of action and ultimate control over its own funds. 

-- It would strengthen the Alliance for 
Progress at a critical moment and strengthen 
as well the movement towards regionalism in 
Africa and Asia. 

Above all, at a moment when the politics 
of the developing nations are precariously balanced 
between moderation and radicalism and their econo­
mies between momentum and frustration it might 
provide, if seriously followed up, a critical 
marginal push in the right direction. 

cc: U - Mr. Ball 
AID - Mr. Bell 

M - Mr. Mann 
NEA - Mr. Talbot 

IO - Mr. Cleveland 
ARA - Mr. Vaughn 

E - Mr. Solomon 
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COUNSELOR AND CHAIRMAN 

POLICY PLANNING C-OUNCIL 

June 2, 1965 

TO: Mr. McGeorge Bundy 

Mac -

You may wish to have this draft 
of a talk I must give in Miami on 
June 8, as raw materials for the 
President's San Francisco speech 
on the anniversary of the UN. 

w. ostow 
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' I on to play our part to avoid the danger of indirect aggression 
l 

in that area. . I 
We observe with interest and respect the ·efforts of the 

I 
Organization of African Unity to develop the capacity to · I 

handle regional disputes, as was done in the conflicts between 

Somali and Ethiopia, Morocco and Tunisia. And, as Secretary 

'Rusk indicated in his testimony of March 9 on this year's 

foreign aid bill before the Senate Foreign Relations Committee, 

we believe that regional institutions, such as the United 

Nations Economic Commission for Africa and the African 

Development Bank may well be helpful in the long, slow process 

of creating in Africa the underlying conditions for 'economic 

and social progress and political stability. 

• In short, despite the understandable focussing of public 

attention on the crises which stem from the Communist compulsion 

to extend their powe~ where weaknesses in the non-Communist', 

world appear to permit, we have remained true to our vision of 

what the building of peace requires. Quiet, creative work 

goes forward in all those regions of the world where we have 

the opportunity to act' constructively with others. 
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DEPARTMENT OF STATE 
Counselor and Chairman 

Polley Planning Council 

Washington 

~ 

LIMITED OFFICIAL USE 

TO: Planning Group Members 

SUBJECT: Planning Group Meeting 

June 7, 1965 

Thursday, June 10, 1965, 12:00 noon. 

At our Planning Group meeting this Thursday, June 10, 

we will have with us Sir John Nicholls and Mr. Michael 

Palliser of the British Foreign Office. They will lead 

off the discussion. 

(
./) 

I 
I 

l .1 

W. 0 Rost ow 

LIMITED OFFICIAL USE 
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LIMITED OFFICIAL USE 

Counselor and Chairman 

Policy Planning Council 

Washington 

May 28, 1965 

TO: Planning Group Members 

SUBJECT: Planning Group Meeting 
Thursday, June 3 2 1965, 12:00 noon 

The Planning Group meeting next Thursday, June 3, 

1965, will continue the discussion held at the meeting 

of May 27th on "Questions Concerning International 

Implications of Ballistic Missile Defense." 
.·1 

~I/ 

w. l-~ Rostow 

LIMITED OFFICIAL USE 
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DEPAFHMENT OF STATE 
Counselor and Ch11i, man 

Policy Planning Council 

Washington 

May 14, 1965 

TO: Planning Group Members 

SUBJECT: Planning Group Meeting 
Thursday, May 20, 1965, 12:00 noon 

At our Planning Group meeting next Thursday, 

May 20, Mr. Jack H. Vaughn, Assistant Secretary for 

Latin American Affairs, Department of State, will be 

with us to present his views and lead discussion on 

problems ahead in Latin America. There will be no 

paper. 

'} 
W. /W(. Ros tow 

' <, 



May a, 1965 

TO: Mr. Donald ilson 

SUBJECT: %~ Affi.liation Pi:ogr • 

In view of you:t' urgent respoasOilities with. respect to 
the Dominicen Re-ublic nd the es•entially minor nature of bat 
I wa.nt: to pass along to you, th.is mem-orandam. ean he taken a a 
substitu.t for incomplet.ed telephone call. 

On tbe first leg of my trip to Japan (Wa.shington,-Chicago), 
1 found my elf sitting next to a man named E. Snowden Cl. mbers 
who. singlehandedly in USIA, looks after the town affiliation 
pro.gram bieh · es started in the 1950 1s. I asked him how it 1a 
going and he geve me a lively and, I 'believe, hoae.st account. 
There are some 300 town affiliations. of which, in his view. 
75 to 100 are vital. Following an earlier State Department 
injunction, they have eoncectrated quite heavily on .Japan and 
Germany. 

While in Japan I checked 0n the view of vario11s members of 
the country team. They think well of the program as a foundation 
for our long-term rel .tions with tbe .Japanese people. I also 
sat next to tbe yor of Kyoto, a quite r:emar ble gent who has 
a link to Boston. It is evident that this kind of tie has quite 
a lot of meaning to bim aad tbe town. 

As a result of my conversation~ Mr. Mark Bortman.w.ho 
manages the rogrGn2· outside the Government, called on me. Be 
sai.d that they are trying to extend the rogram more sub,stan­
tially in Latin America. He underlines. like Chambers, that 
the vitality o.f a link depead& upon finding at both ends one 
determined. energetic character. Re es·tin1ates that some-thing 
like 110 artt truly vital. 



. M7 impi:es ion is tbat thes links are a valuable.- long­
term fo-reign policy as et. created at -virtually no cost to th 
Federal Government; that links via towns may prov more viable 
over tbe long pull than via states, beeaus they ngage more 
inti tely std dil:e.etly the human beingB involved; they give 
.Aniertc·ns, frustrated by the com:plexiti.e of fo~eign policy, 

omethlng creative and real. i.f limited, to do; and t.hat the 
progr • • - is orth 4 t'b.oughtful r rv by USI officials, with 
n -ye to iving it or • direction @d neout:' ge ent. 

Neither Chamber nor Bertman is asking for significant 
additional oney or staff. Tb y would - pree.iat.e a 11tt1~ 
encouragement fr. th. USIA br&8s nd., especially, guidance 
as to how to roceed · s they try to o n up Latin riea. 
T ey feel -that• sinc-e th enterpri e w e st rted under th 
Eisenb0wer dministration. they have been tr ated a bit like 
orphans shu:e 1961, ltho Cbamhers ts a De ocrat and 
B.ortm.tm evidently friendly 1th m.oerats. 

1n any ease., the enterpri$e may be worth a moment of your 
ti. e. 

In addition, hen the s·moke clears, I 1 ould like to ass 
f-ew 'bservation 011 y experienc s a tr veling 
in Japan. 

WWR.ostow:rln 



DEPARTMENT OF STATE 
Acting Counselor and Chairman 

Policy Planning Council 

Washington 

May 3, 1965 

TO: Planning Group Members 

SUBJECT: Planning Group Meeting 
Thursday, May 6, 1965, 12:00 noon 

At the Planning Group meeting next Thursday, 
May 6, Mr. Rostow will report on his trip to Japan 
and Korea. 

\-,t.) 
Henry Owen 
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Beef Boullion 
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.55 

.15 

.15 

3:illOl'lCl:f'!Cllc::at:C3te31':C::.C3f-=:IIEC30ClfiC>l:31£311'il11E30C•~:.aa-

8 roiled to Order 10/15 Minutes to -l'repare 

Filec Mignon 2_.50· Double Lamb (;hop, Mint Jelly 1_.15 
Rainbow Trout Bemaise 1.25 Delmonico Steak 1.75 

Golden Fried Gulf Shrimp 1.25 
aait•iC31!30D ££3 .. 3 CICIAIA)IGl(Emc::18C)tC>f3Clf3CJ0CIIE)l£Jl8C3:;:C38E31f3CJ8Clll 

LUNCHEONS 
(Includes Soup or Juice, Brc:ad and Butter and Beverage) 
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Whipped Qocatoes and Buttered Onion Rings 

2. Hot Barbecued Beef .Sandwich, 1.50 
Whipped Potatoes and Lima Beans 

3. Breaded Qork (;hopecte au (;hampignon Meuniere, 1.50 
Julienne (;arrocs & Vegetable .Slaw 
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Bc:rnaise Sauce: .90 
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Smoked Ham, Red Ripe Tomato 
Slices andT angy Cheese .85 

Hot Pastrami .......... Generous Portion of Hot Pastrami 
on Rye Bread, Tasty Cabbage: 
Relish, Dill Pickle Chips .95 

Riviere: ................ Imported Norweigan Sardines, 
Garden Chives, Sliced Tomatoes 
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FOR RELEASE AT 1:00 A.MtitnE.S.T.m,FRIDAY 1 APRIL 23R 1965. NOT TO BE 
PREVIOUSLY PUBLIS , QUOT FROM, OR USED I ANY WAY. 

ADDRE'SS BY THE HONORABLE W.W. ROSTOW 
COUNSELOR AND CHAIRMAN, POLICY PLANNING COUNCIL 

DEPARTMENT OF STATE 
UNDER THE SPONSORSHIP OF ASAHI SHIMBUN, TOKYO, JAPAN 

FRIDAY, APRIL 23,1965, 3:00 P.M. (TOKYO TIME) 

Economic Development in Asia 

I 

To talk of the economic development of any great region is by 
definition to consider a wide variety of problems. During the Marshall 
Plan in Europe, for example, in a region which is generally regarded as 
homogeneous, we faced together with our European friends problems as 
different as those of Greece, on theme hand, and of Denmark, on the 
other. In the Alliance for Progress we now face together with our Latin 
American friends problems which range from the relatively early stage of 
development of, say, Ecuador to the highly sophisticated problems of 
Argentina and Brazil. 

Even within the u.s. and Canada there are important regional dif­
ferences which constitute, in effect, the coexistence of different 
stages of growth within a given nation; for example, it is only in the 
past generation that one could say with confidence that a take-off had 
occurred in important parts of the American south and 1n Quebec. And, 
in the end, each nation, like each individual, is unique. Although 
similar problems must be confronted at each stage of development, the 
correct answer can only be devised on the spot, in the light of each 
nation's resources and history, its traditions and ambitions. 

To lay before you, therefore, some reflections on the present state 
of economic development in Asia is a somewhat dangerous adventure in 
generalization. Leaving Japan and Hong Ko~ aside, the level of gross 
national product per capita runs from over ,250 in Malaysia to something 
like $55 in Nepal, a range of something like five to one. What is called 
in Asian bureaucratic parlance "the developing ECAFE region" -- that is, 
excluding Japan and the other advanced nations of Asia -- contains a few 
countries which have an excellent balance between population and natural 
agricultural resources -- notably such food exporters as Burma, Thailand, 
and, in normal times, South Viet-Nam. But it also contains regions where 
population increase presses hard against the land. In the Free World as 
a whole, the population density is 55 per square mile; but it is 425 in 
Ceylon, 368 1n India, 273 in Pakistan. Asia contains some nations which 
already command a capacity to produce not only a wide range of consumers 
goods but also many heavy industry products; but it also includes nations 
just beginning the earliest forms of industrial activity. 

There are, nevertheless, some generalizations about Asian develop­
ment and our experience of the first postwar generation, which can use­
fully be made. I shall try to focus my remarks around four major issues: 
the present stage of industrial development in Asia; the role of agricul­
ture; the problem of expanding and diversifying exports; and the scope 
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for regional oooperation. I shall oonolude with some observations on 
the relevanoe of oertain aspects of Japan's historioal and contemporary 
experience f·or other Asian nations and on Japan's capacity to help carry 
forward the next stage of development throughout the region. 

II 

If one examines in general the pattern of Asian development in the 
last decade, it is clear that, despite many vicissitudes, a great deal 
of progress has been made in manufacturing industry. With relatively 
minor exception, the contribution of industry to the domestic production 
of Asian countries has been rising. in some cases rising at a high rate 
-- averaging between 6 percent and 11 percent per al}Ilurn over the past 
decade, as against an average increase of GNP of 4 percent. 

An initial concentration on industry and a relative neglect of 
agriculture in Asian development was quite natural in political terms 
and also reflected an understanding at the time of what was economically 
desirable. The modernization of an economy consists, in its essence, in 
the progressive diffusion and absorption of what modern science and 
technology can offer; and industrial activity is the most dramatic and 
obvious form for the incorporation of modern technology. 

As in other developing areas -- for example, Latin America -- a 
good deal of Asian industrialization has been concentrated on the produc­
tion·of consumers goods in substitution for imports. The economy of a 
developing country can benefit from this kind of activity in two ways. 
In the first instance, it begins to learn to solve the problems of 
industry itself; and, by cutting down the import of certain manufactured 
consumers goods, it reserves more of its foreign exchange earning 
capacity for the import of capital goods and essential industrial raw 
materia_ls. But the development of import-substitution industries does 
not have, of course, a simple one-way effect on imports. By raising the 
level of income, it increases the demand for imports in general; and by 
advancing industrialization itself, it sets up an enlarged demand for 
imported capital goods. 

The argument for an overriding emphasis on industry in the first 
phase of industrialization was reinforced by a widespread sense that 
industry was the essence of modernization while the continued concentra­
tion on agriculture and agricultural exports was a sign of continued in­
ferior or colonial status. I recall in the early postwar years listening 
~n Geneva to many speeches in the Economic and Social Council of the 
United Nations, in which representatives from developing countries argued 
the priority of industry ever agriculture, using as a technical base the 
sLmple and true fact that productivity per man was generally higher in 
industry than agriculture; and, if productivity was to rise, a shift 
from agriculture to industry was necessary. And, indeed, the reduction 
of the proportion of the working force engaged in agriculture remains 
one highly relevant measure of modernization. 

The possibilities of import substitution of consumers goods have 
by no mearra been wholly exhausted throughout the region in this first 
phase of Asian industrial develo?I1ent; but there is a growing sense in 
the region -- and a correct sense -- that a new strategy is called for. 
Import substitution of consumers goods will no longer suffice. 

The need for a new and wider strategy arises from two massive facts. 
First, in many critical parts of Asia the population increase is out­
stripping the rate of increase of food production. And the region, 

taken 
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taken over-all, has become increasingly dependent on food imports. 
second, the relatively slow rate of expansion in traditional Asian export 
products, combined with weak international prioes for some Asian exports, 
ha.a posed sharply the question: How can the developing nations of Asia 
earn more foreign exchange? Industrialization requires an endless expan­
sion 1n imports, as the history of Western Europe, Japan, and North 
America indicates, down to the- present day. • 

III 

There ia no doubt that in the first generation of postwar develop­
ment the importance of rural development to the total modernization of 
developing societies was underrated in many parts of Asia; and the doc­
trines and policies for rural development., applied both by many Asian 
nations themselves and by thoae providing external assistance, were in­
adequate. It was not fully understood within many developing nations 
that agriculture is not merely an essential source of food for a rapidly 
expanding and urbanizing population, which was bound to use a large parb 
of whatever increase in income that occurred to improve its diet, but 
that, in addition to this basic role in supplying food, agriculture is a 
critical source of raw materials for industry itself and, properly 
exploited, an important source for the. earning of additional foreign 
exchange. Finally--and this is only now becoming fully understood-­
mature industrialization requires much larger markets than the rather 
narrow urban markets which were sufficient to sustain the first phase 
of import substitution of consllll1ers goods. The farmer is needed by urban 
.industry not merely to supply food and raw materials and foreign exchange 
earnings--he is also needed as a customer for industrial products, if 
industrial momentum is to be sustained and Asian industry is to move on 
from its import substi~ution phase to maturity. 

This interconnection between industrialization and agricultural 
development becomes clear if one examines carefully what we have learned 
from the success stories and the failures in agricultural development in 
this first postwar generation. It is quite evident that agricultural 
development must be regarded as a complex multifaceted system--just as 
industrial production is such a system. There are certain necessary and 
sufficient conditions which must be met if a sustained rise in agricul­
tural production and productivity is to occur. 

The question of essential infrastructure (roads, schools, etc.) is, 
evidently, basic. This dimension of rural development is a necessary 
but not sufficient condition for the modernization of the countryside. 
The following four further factors appear to be essential to produce a 
true modernization of agriculture in a developing region. 

First, the farmer must be offered a fair and reliable return for 
his product. In many cases this most simple precept has not been honored. 
In some Asian countries there are too many intermediaries between the 
farmer and the consumer. In other cases a traditional trading class 
exploits a monopoly position as an intermediary. Some governments 
deliberately keep farm prices low in order to keep down the urban cost 
of living. Finally, the lack of land reform or inadequate enforcement 
of existing land reform measures often limits the farmer's return. 

Second, the farmer needs credit at reasonable rates if he is to 
acquire the means to raise his productivity or shift to high productivity 
cash or commercial crops. 

Third, 
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Third, the farmer needs practical technical assistance relevant to 
his soil, his rainfall conditions, and to the change in method or product 
which is most effici~nt for him in his particular setting. 

Finally, the farmer needs to have available two types of manufactured 
goods at reasonable prices: agricultural inputs, such as fertilizers, 
tools, and pesticides; and he also ought to have available consumers goods 
of good quality at reasonable prices to make it attractive for him and 
his family to make the extra effort to increase his production and pro­
ductivity. 

A fair and reliable price; credit at reasonable rates; relevant 
technical assistance; and manufactured products at reasonable prices-­
these seem to be the necessary and sufficient conditions for success, 
where roads, schools, and other basic infrastructure are provided. 

If one examines the failures and frustrations in agricultural develop­
ment. in postwar Asia, one can find that one or more of these elements in 
the system was missing. 

There are a variety of ways in which these elements can be provided 
to the farmer. Producers cooperatives, for example, have proved effec­
tive in some cases; in others, modern food processing activities have 
been able to provide the critical elements in the system, as have well­
run plantations. 

But it is important to note that a consensus has emerged from our 
sometimes frustrating efforts in many parts of the world over the past 
generation that the agricultural problem must be dealt with on all four 
of these fronts if we are to get the increase in production and moderniza­
tion of rural life which is needed. 

India has attacked some of these problems in imaginative ways; but 
the scale of the problem has thus far outstripped the financial and 
administrative resources devoted to it. There has recently been an in­
creased recognition in India of the need to devote more resources to 
agriculture. 

Many of the countries of Southeast Asia have undertaken programs of 
agricultural developnent which have included producers cooperatives, 
government programs for provision of agricultural credit and technical 
assistance through community development and extension programs. TYPi­
cally, however, these programs have suffered from lack of attention and 
from inadequate administration. Land tenure arrangements and inadequately 
enforced land reforms have kept price incentives lower than is desirable. 
(Taiwan is an important exception in regard to land reform.) 

Malaysia is an outstanding case of a country which is devoting 
major investment resources to agriculture to useful effect. ·The political 
situation in Malaysia has favored such a course. Malaysia's marketing 
system is effective and both producers and consumers goods are readily 
available in rural areas at reasonable prices, although in the Malaysian 
case these goods are still obtained primarily through imports rather than 
by local manufacture. The heart of the Malaysian agricultural program 
is a land development scheme under which the government helps individual 
farmers get started, through provision of land on reasonable terms, 
initial planting material for cash crops and supporting technical 

assistance. 
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assistance. Thus, through a combination of governmental and private 
action the necessary elements are brought together. 

In Thailand, a combination of agricultural research, the introduc­
tion of improved se~d and the opening of new agricultural lands through 
the development of roads and a malaria eradication program have pro­
duced a quite remarkable development of corn production. Thailand is now 
one of the world's leading corn exporters. It sells most of its crop 
to Japan. 

In Pakistan, too, one can see a heartening expansion in agricultural 
production, accompanied by wide-ranging measures to modernize the • 
countryside. 

Within the whole agricultural complex it is worth looking with 
particular attention at marketing arrangements--both marketing from the 
farm to the city and marketing to the rural areas of manufactured goods. 

In modern development economics and policy there has been a system­
atic tendency to underestimate the importance of the marketing links 
between urban and rural life. This neglect stemmed, in part, from the 
initial concentration on industrial development and on the major initial 
tasks of building the economic and social infrastructure, notably educa­
tion, transport, and the supply of electric power. BUt it is perhaps 
appropriate for an economist to point out that all of us have been 
trained in a tradition, going back to the eighteenth century, which tends 
to emphasize production and leaves distribution to be dealt with as a 
second order of business. 

The archaic and expensive methods of distribution, which mark most 
developing nations, take on, however, a critical role at the present 
stage in Asian development, for it is impossible to offer the farmer 
the inducements he needs if there is an extravagant gap between the price 
he gets and the price of his product in the city; and, unless there is 
greater efficiency in the distribution of manufactured products to rural 
areas, the selling price of such goods to the farmer will be so high 
that the market for manufactures cannot be widened at his inevitably low 
level of income. 

What I am asserting as a general proposition, then, is that economic 
development in Asia can no longer be based on the immediate postwar 
rationale for industrialization. It is no longer a question of the 
priority of industry over agriculture. It is a question of modernizing 
rural life in Asia as a basis for continued rapid industrialization. 
Without the modernization of rural life, industrialization can be damped 
down or even throttled, not only by the pressure of population on food 
supplies or by the lack of adequate industrial raw materials or agricul­
tural exports abroad, but by the inadequacy of the domestic market itself. 

Although the symptoms of this damping of industry by inadequate 
attention to agriculture can be observed in several countries of Asia, 
the most extreme case is, of course, communist China, where failures in 
the agricultural sector led to the collapse after 1958 and to a present 
situation where industrialization over a wide front has been slowed down 
or stopped and scarce foreign exchange nrust be used on a large scale to 
buy food abroad for the coastal cities. 

IV This 
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IV 

Thia chain of tho~ht bears also on the searching question of the 
future of foreign trade in developing Asia. 

It is clear that the capacity of the developing Asian countries to 
earn foreign exchange, and to earn it on a sufficient scale so that 
their growth becomes self-sustaining, requires an increase in what are 

\

often called non-traditional exports. We must all do what we can to 
facilitate exports of traditional Asian commodities and, by inter­
national agreements and other devices, to help sustain their prices; 
but of their very nature, and especially in a world of modern technology, 
there are relatively low ceilings on what we can expect from these ef-
forts. This means Asia, in its effort to generate an increased flow of 
foreign exchange, must look to new kinds of agricultural products and 
raw materials; to agricultural and raw materials processed to higher 
stages; and to manufactured goods. 

There are two observations I would make on this pervasive problem 
of the developing regions of Asia and elsewhere. 

The first is that the development of new lines of exports is hard 
and serious work. It is, if you like, an important dimension of develop­
ment itself. Although foreign investment can play an important role in 
improving the competitiveness of exports through the import of foreign 
technology; no amount of assistance from outside cari substitute for the 
energy and attention of the government and the business community of the 
developing country. The possibilities of diversifying and expanding ex­
ports must be studied at home. Potential markets must be studied abroad. 
An export-mindedness .must be made to pervade commercial and industrial 
groups which, in the first generation, have been able to sit in relative 
comfort, making high unit profits behind tariff barriers erected to sus­
tain import substitution industries. Bureaucratic arrangements for ex­
porting must be simplified and financial arrangements provided which en­
courage an enlarged flow of exports. Diplomatic missions abroad must 
help the private sector establish reliable markets. Serious and sustained 
efforts at quality control must be introduced. 

When these efforts are made, there is ample evidence that the 
skills available to developing countries make it possible for them to 
find sales outlets abroad for manufactured products. The remarkable ex­
port expansion of the Republic of China and of Hong Kong in the postwar 
period, as well as the longer experience of Japan itself, have demon­
strated ,this proposition. 

Those who aim to assist in Asian development should be prepared 
to help at every stage in the generation and sale of such new export 
products. 

A second observation 1s, perhaps, less familiar; and it is an ob­
servation which would link what I had to say earlier about the expansion 
in domestic markets to the capacity of developing countries to expand 
their foreign trade. 

The most effective base for the export of manufactures is a large 
domestic market. It is no accident that for many developing countries 
the first manufactured product to be exported has been cotton textiles. 
Indeed, this was how the industrial revolution began in Britain in the 

late 
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late eighteenth century. Britain was followed as an exporter by the 
United States in the early nineteenth century; then by many other 
oountr1es, notably Japan and India; and now it is true of others. The 
reason is, or course, that even in oountries with low levels of per 
capita income, the market for textiles is large; and it is natural that 
efficienoy in produotion, distribution, and quality control should first 
be attained in such a mass consumption industry. 

The history of manufactured exports is, 1n large part, the history 
of a series of projections abroad of.skills developed in exploiting a 
large domestic market. In this century the United States was the 1·1rst 
country to develop a large export trade in automobiles, because we began 
the era of the mass automobile in the 1920 1s; and it is wholly natural 
that, now that several countries in Europe, as well as Japan, have 
entered the age of the mass automobile, the United States faces a number 
of effective competitors in the international markets. 

What I am asserting, then, is that the expansion of the domestic 
market which is required to produce a modernization of rural life and 
an ample market for domestic industry is also the proper base for the 
development of diversified exports. 

In the first generation of postwar development in Asia, then, 
there was a concentration on consumers goods import substitution indus~ 
tries and infrastructure. Both must continue to engage our attention 
and our resources in the decade and gener-ation ahead. But our basic 
strategy for Asian development must shift, I believe, towards the 
modernization of rural life and the building of new interconnections 
between industry and agriculture, on the one hand, and towards a new 
seriousness in developing efficient and diversified export sectors. 

V 

In executing this strategy, it is worth asking ourselves the 
question: How can regional cooperation help? How can groups of nations 
in the same general region behave in such a way as to make their develop­
ment strategy mutually reinforcing? The first generation of development 
has been, 1n many ways, inward looking. Ea.ch country concentrated on 
its first phase of industrialization and on basic national infrastructure, 
looking abroad mainly to sell its traditional exports and for capital to 
support these activities. To what extent should the developing nations 
of Asia now look outward and especially to each other, within their 
region, in support of the new strategy? 

Although economic development must, in the end, depend mainly on 
the efforts of the citizens within each country, there are, I believe, 
five ways in which the nations of Asia can help one another in this next 
phase of the region's economic evolution. 

First, through intensified intraregional trade. Relatively low 
transport costs and an intimate knowledge of the tastes and requirements 
for particular products should make it possible to generate a dispro­
portionate increase of intraregional trade, as production and exports 
diversify. The Asian nations should look, of course, for markets in 
every quarter of the globe. But there clearly are natural possibilities 
within the region that deserve systematic exploitation. 

Second, 
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Second, systematic efforts can also be made to harmonize develop­
ment plans in such a way as to permit Asian nations to concentrate in 
fields of greatest natural advantage and to reduce the poss~bilities of 
overproduction and idle industrial capacity. For example, in Asia, as· 
in. other developing regions, particular attention is required, in the 
present state of population pressure on food supplies, to the efficient 
production, distribution and trade in chemical fertilizers. Toe exploi­
tation of chemical fertilizer resources in Asia might proceed more 
swiftly and rationally if it were based on regional rather than simply 
national perspectives. And this may be true of other heavy industries. 
An intensive and regular examination of the region's development plans 
and programs should permit substantial economies in capital as well as 
enlarged opportunuities for trade of mutual advantage. 

Third, in both Europe of the Marshall Plan days and contemporary 
Latin America, it has been found helpful to create regional arrangements 
in which each nation's development program is regularly and systematically 
examined in a multilateral process, with the presence and cooperation of 
the governments and international institutions prepared to assist in ex­
ternal financing. Such country reviews -- now an annual feature of the 
Alliance for Progress -- may reveal significant additional opportunities 
for external assistance; and they provide a means for mobilizing addi­
tional development funds, as more effective self-help measures are taken 
by each country. 

In this connection, it is the view of the United States Government 
that a well designed Asian Development Ban, which has substantial 
financial and other support within the region, could be extremely useful 
in promoting regional and subregional development, and in focusing the 
major sources of capital and technical assistance around national 
development programs. We look forward to the further discussions of 
this scheme scheduled for this summer. 

Fourth, certain of the countries within the region may wish to 
generate even more intensive measures of economic cooperation than are 
possible on an all-regional basis. This has always been the hope which 
lay behind, for example, the schemes to develop the Mekong River basin. 
And there are, as we all know, many unexploited opportunities for in~ 
tense economic cooperation between neighboring countries; for example, 
between India and Pakistan, whose relations are now unfortunately in­
hibited, but whose possibilities for mutual economic support we all hope 
will be exploited in the fullness of time. There may also be possibili­
ties for certain countries to compensate for the small size of their 
national markets by forming subregional common market arrangements, as 
the countries of Central America have so successfully done. 

Finally, in the setting of the strategy outlined here, there would 
certainly be an enlarged role for intensified technical assistance on a 
regional basis, notably in the fields of agriculture, marketing, and 
export promotion. 

VI 

In this next phase of Asian development, Japan evidently commands 
an enormous potential to assist others. It is evident that the strategy 
for Asian development I have outlined conforms to that which Japan it­
self has pioneered in emerging to its present position as a great world 
industrial power. From the earliest days after the Meji Restoration, 

Japan 
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Japan never made the mistake of neglecting its agricultural resources 
nor its agricultural population. The educational system established in 
rural, as in urban, areas in nineteenth century Japan remains one of the 
remarkable achievements of modern economic and social history. Japan's 
land reform, from the beginning, left the farmer and his family with 
powerful incentives to increase ·productivity. Japan pressed not only 
the efficient use of water for double cropping but also showed the way 
in Asia in the intensive use of chemical fertilizers, on which, it is 
not too much to say, modern industrial Japan has been built. 

Moreover, Japan has used its agricultural resources and domestic 
rural market as a foundation for its industrialization. Japan's • 
agriculture has supplied not merely food for the cities but raw materials 
for industry and export earnings, star·ting with the silk experts of the 
nineteenth century which first brought the disciplines of quality control· 
and commercial marketing to the J~panese countryside. 

Contemporary Japan, perhaps more than any other nation which develop­
ing Asia might study, has demonstrated what can be done to make the rural 
population a market for industrial products and how, on this foundation 
an export trade can be built of the most diversified and sophisticated 
kind. 

Moreover, Japan demonstrated that part-time industrial work could 
be woven into the rhythm of rural life. 

In short, deep in the living experience of this nation are the 
lessons and the know-how which ought to be made available in the next 
decade and generation to all of developing Asia. Each nation will, of 
course, devise its own particular methods and institutions. But there 
can be no more relevant storehouse of practical experience than' that 
which modern Japan incorporates -- notably, as I say, in the fields of 
agriculture and the diversification of foreign trade. 

Within the.various kinds of multilateral enterprises which, we all 
hope, developing Asia will mount in the years ahead, Japan evidently has 
a constructive role which its human and material resources now permit it 
to fulfill. Japan has already played, in recent years, an important and 
constructive part in such regional activities as ECAFE, the Colombo Plan, 
and the Asian productivity organization -- as well as in the emergence 
of the concept of an Asian Development Bank. 

In such ventures the United States is prepared to play an active 
part along with other developed countries who share an interest 1n the 
success of the economic and social development of Free Asia. But we are 
conscious that there is a growing and healthy desire in Asia, as else­
where, for nations and peoples to take a larger hand in shaping their 
own fate through the strengthening of regional organizations. 

.. 

The inescapable interdependencies which govern our common life on 
this small planet require us to work together very closely in matters of 
defense and in matters of economic development, monetary affairs,·and 
trade. Simple, old-fashioned nationalism can provide our peoples neither 
safety nor prosperity in the modern world. This is as true of the United 
States as it is true of any of the Asian nations. 

Increased 
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Increased collaboration among the nations of Free Asia can, however, 
perm1.t them to achieve higher levels of development and, at the same 
time, to establish more effective relations of partnership ad interde­
pendence with the United states and others concerned for the r safety 
a·nd their welfare. It was in this spirit that President John on made 
hi•~. recent proposals for the concerted development of Southea t Asia-­
proposals that we hope will be given shape by leaders in Asia, under the 
initiative of the secretary General of the United Nations. In the evolu­
ti<:>n of Free Asia over the years ahead, we look forward to working with 
our.friends across the pacific in intensified multilateral ventures . 

. . :-.-_The object of the United states in the exercise of its world respon-
·s1b1lit1es since the Second World War has not been to build an empire: 
1.tJ'lils been to play our part in helping build a peaceful and orderly world 
c-ommuni ty. Within such a communi ty--governed by the pr1.nciples of the 
Uhi'ted Nations Charter--each nation ought to find a role of dignity, 
pres.sing forward its legitimate national interests while respecting the 

.interests of others and respecting the interdependence of all nations in 

. a,·:~orld of modern technology and communications . 

. •Looking back over this first postwar generation, we all have a right 
t6,_if·eel a deep underlying confidence. Despite the Korean war and the 
current crisis in southeast Asia, despite the unrelenting intent of some 
CQhununists to disrupt the life of Free Asia and to extend their power, the 
free peoples of Asia have demonstrated an enormous vitality. The develop­
ment of Japan since 1945 has been, of course, a true miracle, But in 
many other parts of Asia there has also emerged a will to build modern 
nations, true to their old traditions, culture and history, true to their 
own visions of the future, increasingly capable of absorbing and using 
for their OW!l purposes modern science and technologyo 

There is nothing in the communist perfo~nance in Asia or elsewhere 
to lead us to believe that history is not on the side of free men. On 
the contraryo BY every test of creative capacity, Free Asia is outstrip­
ping that pa~t of Asia now under Communist rule. 

. With respect to economic and social development, then, Asia can go 
forward with the conviction that it is on the right track. rt should, 
·we believe, go forward following a strategy something along the lines of 

'-tbat which I have outlined today--a strategy which would widen the hori­
zons of development by the modernization of rural life, combined with 
intensified efforts to trade and to cooperate with other nations, accom­
panied, of course, by accelerated industrialization. 

In executing that strategy, Japan has a major mission to perform; 
and we in the United States are prepared to work side by side with you, 
assisting with resources, technical assistance, good will, and faith 
.tha t a new, free and modern Asia shall emerge. 

* * * 
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SUMMARY PAPER 

Technical assistance currently provided by, or available from, United States 
private and public sources, to nations of the free world requesting aid for 
their programs dealing with population problems. 

The following material has been assembled to p:r:-ovi.rJ.e b.3.c1·ground for 
discussions of planning of the A.I.Do population program thRt is developing 
to implement the recent policy statement sent to the field extending the scope 
of assistance now available in the population field. The material is 
presented as follows: 

I, Private U2S. organizations, agencies, and foundations: 

a. The Population Council 

b. The Ford Foundation 

c, 'I'he Roclcefeller Foundation 

d, Planned Parenthood - World Population 

e, Population Reference Bureau 

f. Milbank Memorial Fund 

g. The Hugh Moore Fund 

h. The Pathfinder Fund 

io Professional, Religious, and Other Groups 

j o U.,S. Universities 

II. U.S" Government technical assistance - A.IoD.: 

a. Circular Airgram A-280, March 2, 1965, to all A.I.Do Missions 

b. State Airgram CA 9137, March 3, 1965, to all U.S, Embassies 

c. • Steps talcen by A .LD. to develop current policy 



I. PRIVATE U.S. ORGANIZATIONS 

a. The Population Council 

11The Population Council is a private foundation organized in 1952 
in order to promote and support significant activities in the broad field 
of population. In just over a decade of activity The Council has undertaken 
training, research, and technical assistance on population and family planning 
in 59 countries on all the continents. 

From 1953 through 1964 The Population Council gave $5.9 million in 
demographic grants, $5.4 million in bio-medical grants, and $1.7 million in 
fellowships. Its fellowship program has helped to train 194 students in 
demography, 91 in bio-medical work, andl beginning in 1963, 17 in family 
planning administration. Fellows have come from 45 countries; 181 of the 302 
Fellows have been from Asia, 

The Population Council's budget has risen from $147,000 in 1953 to 
about $5 million in 1964. Financial support has come from the Council's 
founder and chairman, John D. Rockefeller 3rd, from other individuals, and 
from several foundations, particularly Ford and Rockefeller. Though it is 
a relatively small organization, it is still the leading world source of 
technical assistance, governmental or non-governmental, in this important 
area. 

The Council is currently advising on national family planning pro­
grams in South Korea, Taiwan, Pakistan, Turkey, and Tunisia, and is assisting 
the government of Thailand in a pilot family planning project. All of these 
countries have resident Council representatives. In addition, the Council 
has assisted the United Nations in the establishment of regional demographic 
centers in Chile, Egypt, and India, and is involved in pilot projects in 
many other places, including Latin America and the United States. It is 
concerned with the development of new contraceptive technology, and has 
supported most of the research and evaluation of the newer intra-uterine 
contraceptive devices. 

The Council is organized in thre~ divisions, Demographic, Bio­
Medical, and Technical Assistance, and is staffed by specialists in 
demography, physiology, public health administration, the social sciences, 
and communications. It operates with a staff of 32 in its headquarters, 
where the Demographic and Technical Assistance Divisions have offices, 17 
in the laboratories and offices of its Bio-Medical Division at the 
Rockefeller Institute, and 16 in other countries. 

From its beginning the Council has served as a clearinghouse for 
information about population and fa~ily planning. It has helped with the 
publication of numerous books and reports, sponsored many conferences, and 
initiated a quarterly bulletin, Studies in Family Planning. It has recently 
begun to give additional attention to public awareness of population problems. 
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The President of The Population Co~ncil stated in his 1961 Annual 
Report: "The Council does not advocate to our own government, or to any 
other, any course of action -- save one. It advocates only that all 
peoples should study and seek solutions to their own population problems 
by modern scientific means. The Council, therefore, restricts itself to 
the technical and scientific fields. This limitation results from no lack 
of conviction on the part of the trustees and officers about the dangers 
of rapid population growth. It rests simply on the belief that the scientific 
and technical fields are those in which our kind of organization can be most 
effective." 

b. The Ford Founda t:i:.ori. ., 

11The problem of rapidly expanding world population has been a 
concern of the Ford Foundation since 1952. Initial grants were made for 
demographic research and training and for support of the Population Council 
and the Population Reference Bureau. 

11In the 1960s Foundation support expanded to .medical and biological 
research and training and, through its Overseas Develop.ment program, to 
family-planning programs undertaken by governments of developing countries. 
In 1963, the Foundation established a separate Population program, which 
concentrates on medical, biological, social, and public-health research 
and training in the United States and Europe. Foundation assistance for 
efforts in the field of population through February 1965 totaled $45.5 
million. 

"To ht,1p e:x.pru~d educational resof1_i·ces i.'or ,,:or1~ on ·population proulems, 
the Found.atio:~t has provJ_cled [mpport for tte develov 1.ent of a u.niversity-wide 
:,opulation progra:: at the University of dichigan and ~or major population stt2ci:~ 
centers ~.t Cornell, Georgeto'.~n, Johns Hopkins, and Harvard 'J·niversities, and 
the Universities of Chicago and Pennsylvania. An L,tportant aspect of these 
centers of tho training ot' foreign teachers tlnd officie.ls for York on population 
problems an.cl :fa .. ily planning :i.n their countries. 

nTo help developing·countries better analyze their population problems, 
grants have been :,.a.de to. Princeton,' Pennsylvania, and the London School of 
Econo ··.ics and Political Science for demographic training and research. .. 

_.,. 
11 'l'o d.rai,,: ,1.oro young schii:rttsts to the field ·o:t reproductive. biolbgy and 

to accelerate the pace of' research, g,rants have been made for programs at the 
Universi t;y of Wisconsin, the Worcester Foii.n.dation: for Experimental· Biology, 
Ma.~c;achusetts;. the "Gniversity of Geneva; the Karolinska Institute and University 
of Lund, Sweden; Harbor General Hospital, Torrance, California; and the University 
of Pennsylvania. Sixteen medical schools in the United States have been given 
research stipends for undergraduates working in areas of reproductive biology. 
Research at leading demographic, biological, or family-planning centers has also 
been assisted in Argentina, Australia, Chile, Colombia, Denmark, Malaysia, the 
Philippines, and the West Indies. 
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"Major primate colonies for reproductive research are being 
established with Foundation support at the Universities of Pittsburgh and 
Pennsylvania, and funds have been earmarked to establish a large scale 
primate research center overseas. 

"The largest Foundation-assisted program in population abroad is 
India's. Grants have gone to twelve research laboratories and to several 
training centers. At the Indian government's request, funds, research 
equipment, and consultants have been provided in two dozen specialized 
fields ranging from statistical analysis to contraceptive manufacture. 
Research on motivational factors in India•~ many population groups was 
initiated with a Foundation grant. The Foundation has also committed 
$5 million for a family-planning and health progr~m in five states to 
organize intensive district projects and to assist the central government 
in setting up National Institutes for Health Administration and Family 
Planning. • 

"Other major Foundation efforts in the population field abroad 
included support of an official ~rogram of family-planning research and 
training in Pakistan and of a program to set up family-planning centers 
in cities and semi-rural areas ifl Tunisia." 

c. The Rockefeller Foundation 

"The interests of The Rockefeller Foundation in the population 
field are centered around four major areas: demography; biological and 
and medical research on the physiology and bioche.mistry of reproduction; 
support to family planning services on a research and demonstration basis; 
and to educational programs directed to clarifying the effects of popula­
tion growth on individual and collective social and economic well-being. 
The Foundation has over the years supported work in the first two offthese 
four broad fields. The present program continues these in sharper focus, 
adds the latter two action fields, and may in the future be extended to 
~ther areas which further experience shows to be critical to the ultimate 
goal of population stabilization. 

"Demography. The Foundation has had a substantial interest in 
the development of demography and the training of demographers. Over 
several decades, research and training have been supported at the Office 
of Population Research of Princeton University; at the Scripps Foundation 
for Research in Population Problems, Miami University, Oxford, Ohio; at 
the University of Michigan; at the University of California at Berkeley; 
and by the Population Investigation Com,mittee, London School of Economics. 



The Population Council has been aided in its fellowship program for the 
training of population specialists from Asian, African and Latin American 
countries. 

"Demographic research is now reascinably well supported in the 
advanced countries. The Foundation expects to aid the development of the 
field in the newly emerging countries on a broad basis, and elsewhere to 
continue to support research which has .a close relationship to worldwide 
population problems. 

"There is still a major need fqr trained demographic personnel in 
the underdeveloped countries. F9r the fpreseeable future these countries 
will have to rely for all- but preliminary basic training ·on the resources 
already established in the advanced countries, The Foundation therefore 
plans to assist centers which have developed graduate and postgraduate 
demographic training programs of high quality and to assure the availability 
of fellowship funds for trainees. 

"Biology of Reproduction. Beginning in 1931~ the Foundation assisted 
in the development of increased understanding of the biological mechanisms 
associated with the reproductive process through grants to the Committee for 
Research in Problems of Sex of the National Research_Council. This support, 
which terminated in 1963, provided just over $2 million for research in the 
field. Much of the early work on reproductive endocrinology in this country 
received support in this way. In five universities research programs 
originally supported through the National Research Council outgrew the 
Council's resources, and were aided directly by the Foundation. The Uni­
versities of California, Chicago and Rochester, and Columbia and Cornell 
Universities received a total of $1,066,000 under this program. In addition, 
many individual investigators and university departments received aid for 
research in a wide variety of fields related to rep'roductive biology under 
the Foundation's experimental biology program. 

"Funds now available from other sources are in general sufficient 
for the support of both basic work and clinical research in the advanced 
countries. The present population program will emphasize the development 
of work in repr0'ductive biology in the emerging countries. 

"Action P;rograms in Population Control. Here, the Foundation expects 
to support programs on a research and study basis, as well as selected 
programs designed for demonstration or teaching. 

"Trained personnel at all levels are needed for large-scale government­
supported or -sponsored family planning programs in effect in a nUJllber of 
countries, and it is expected that the need will increase in the future. 
Accordingly, the Foundation plans to support teaching centers, primarily in 
the United States, which offer training programs for population specialists. 
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"Education: '.fhe foundation plans to aid programs designed to 
increase public awareness of the importa.nc~ of'popµlation proble~, and to 
support work in allied fields, such ~s ~otiv~tional research, communication 
studies, ~tc., related to increasin~ tht po~sibility of bringing about individual 
awareness--of the need for population luru.i,ation." 

Grants in the Fields of Popul1tion §tudies: 
Ye~r ·~· 

J.943 - 1949 

1951 - 1957 

1958 - 1963 

1964 

$639,280 

$1,052,31P 

t2,458,380 

42,786,500 

d. Planned Parenthood - \(9rld Po_pulatiop 

"Planned Parenthood - World Population: Organized a half century ago, 
the Planned Parenthood Federation. of Al!llriba, +nc. merged in 1961 with the 
World Population Emergency Campaign. The basic objective of the group is: 
To make available to all the p~ople~.of ·th~ world the most eff~ctive and 
acceptable scientific means of voluntary, conception control, and to encourage 
them to use them, so that·responsibl~ pareµthopd will become a universal reality. 
The organizatioµ pr~ssas for. ~xpaps!on ~f federal support for research in 
fertility controli- • SomEjl 120 ~ffiliates•.:ip 33 states• and the District of 
Columbia operate medi~f;!.lly:'.-su~e,rvi~iq. clth~cs wh!cti offer instruction in a 
variety of family plf:llln+ng i: t~ptini<-Wi'SI. 11 

• P-W.ppo:rt is. ·provip.ed for conferences, 
consultation~, puplic i~fq~~ion,_p~bli~ation~; a.pd research support through 
Margaret Sanget :fles~~rch Bureau wnl~h WI~ de~ignat~d as PP-WP•~ research 
division in 1963 .• Graµts'are provia~d.~n ev~luation, motivational and related 
fields. In the intern,tion~+ popµla~ion;fteld the International Planned 
Parenthood Fadirat~on,.with m~,~r groups. in 35 couptries~ has in the past two 
years pla.yeq. ab increaijµigly,~t~if:i!dan:'t.role, Planned Parenthood - World 
Population let+9-er~ ha.v~ ~ct~vely:;participatJ:!d in stmping the IPPF program, and 
PP-WP provides.·maJor ,financial., support tp ~fl~ wor.lrl Dr£8.llization (1963, $397,990). 

Planned Parenth6od ~ World Popu.ltU-~n: has. a staff of 63 individuals with 
professional ~xperietlc~ in the fields of•·w,~µici.n~, public he~l th, social work, 
nursing, soc~iU scienc~,-,publip rel~tio~s', in it~ six D:).visions: Field, Medical, 
Social Scienca, Informdtion and ~ducation* P~ogra.m Developmept, and Fund Raising. 

Annual income from some,80,000: ipc:lividUAt-1s~ from patient fees, and 
from 835 foundations in the United Stat~s :i.n 1963 amounted to $6,327,531, as 
compared with 44,283,061 in 1958. 
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~rhe Populati.on Reference Bur§lau, Inc, 

The Population Refere~c~ Bµ,re~µ,1 Inc. was fOWlded in 1929 as a non­
profit educational membership organizat;on, "~ecognizing that th~ mass 
media, including the press, radio, ~d television, are powerful influences in 
public education, the Bureau p:rov,iq.~s be.c~gro~d info~tion to these media 
in order to give as many peopi~ as 1posstble fhe facts a.bout population 
dynamics - to create ~~ intelli~,.pt' ,li,war~ness of the moµnting population problem 
!llll-ong the millions of people ~ot· li~~ly- t9. be ~xposed to the subject in any 
other way. In addition, the d~m~gr,~hic·!mpli~at,ions of relevant national 
and internationa.1 eventl;l, analyz~q 4:tf tpe ~urea-q's publications, have enabled 
editors, writers, and cpmmentator~ fp bft~$ to 1 public notice th~ pervasive 
µnpact of population ffl.pto:rrs·oll 8f1Cfl perspp,'s life," In 1963 the expenditures 
!llll-ounted to $239,763. • 

t, Milbank Memorial funP 
Sincf! 1928 tpe Milbank Memorial fund has undertaken research and 

provided a. Hmited nu:pibet-• of grEµits +n'itp.~ fiel~ of demography. The research 
has included cooperative, proj~cts ~ith tbe Cen~~s Bureau, other governmental 
agencies, uni ver~i ties, ~d • oth~r i'o1µ1<t,.ti.PPril ... Th~ funcl has also sponsored 
meetings and conducted and parttciipated:· ip research bn .f'er.tili ty and the social 
a11d psychological factors affecting ferti!l.ity. 

• ' 

g. The Hugh.Moor~ Fund. 

This privately epdowed foun4atio11 w~~ established in 1944 to call to 
the attention _of the A$erica.µ p1+blic th~ dan~e,r~ inherent in the "population 
explosio~"· The Fund:he,s a~ar4ed grant~_~o $he fopulation Reference Bureau, . 
International, Pla.m:.ad•....Parenthood Fed,r~ti~n~ Jnd hjis awarded occasional technical 
and scientific te~ee,rbh gr~~ts. The.Fund in~ti~teq the World Population· 
Emergency Campatgn, ' 

h, The Pathf'?,-nder· fund, 

• The gre~ter p~rt of tqe,'Funq's activiti~s are in the field of medical 
family pla:p.ning~ ,, Or~pized in 1958~ ,the Fund makes grants to vario~s scientific 
organization!=>, a~eisti!l-g in fonnation ofJ f~i;I.~ planning groups, and carries on 
extensive work tntoµ~µ fu~d fie~d·work~r~ +P ov~r 35 f?reign countrtes. 

i. Amon_g ~h~ µ~9fes~ion~l, relifious. ~®~ pt~r,ir~ now active in the 
popula, tion • field in the United S ates a;r,~-~, fml.er;Lca~ b~ic Heal th Association; 
American ·Medical Association; 'National cl~:-110.it:t,ee cin M~t,ernal Health; American 
Eugenics Soc~ety; k:erican Asscic~ation •fGri U~.'e ·Advance:nieht of Science; National 
Association of1 Sq9ial Workers; ,Y;~W .C.A .',; -Ca.:t,hoiip 'Association for Internetional 
Peace; National Catholic··Welfare Ci;inference; -the American Assembly; National 
Council of the Clii~bhes pf-Chriat; Unitarian Universalist Association; Union 
of Hebrew Congregatio)ils; 'American, Baptist Conventipn; Commission of Churches 
on International Affairs; Brush Foundation; Conservation Foundation; Women's 
Internationa1 League for Peace an~ Freedom, • • ' 

• ' J r, 
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j, United States Universities. 

Among the University population study centers are: University of 
California, Cornell, Chicago, Harvard, Johns Hopki~s, Hichigan, North Carolina, 
Notre Dame, Pennsylvania, Princeton, Wisconsin, Georgetown University, 
the George Washington University Center, University of Puerto Rico and the 
University of Hawaii. Thirty six lledical Schools and eight Schools of Public 
Health are engaged in reaearch activities in reproductive biology or in 
teaching in the population field. 
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II. U ,S 2 GOVERNMENT - Aol.D. 

ao Circular Airgram A-280 

On March 2, 1965, Circular Airgram A-280 was dispatched to all A.I.D. 
Missions (full text, see Attachment 1). Excerpt: 

"At present it is important that each A .I.D. Mission assign one 
of its officers, as Latin American Missions have done, to become familiar with 
the problems of population dynamics and program developments in the country and 
to keep the Mission Director, Country Team personnel and AID/W appropriately 
advised. 

"A.I .. D. does not advocate any particular method of family regulation. 
As noted earlier, freedom of choice should be availableo 

"Requests for assistance in this field, as in others, will continue 
to be considered only if made or approved by appropriate host government· 
authoritieso Such assistance would, in any case, merely be additive to the 
host country's own efforts and assistance from other sources. 

"Requests for assistance will be handled, as in any other field, on 
a case by case basiso We are prepared to entertain requests for technical 
assistanceo Where appropriate, the requests will continue to be referred to 
private agencieso We are prepared to receive and consider requests for commodity 
assistanceo A .. IoDo will not consider requests for contraceptive devices or 
equipment for manufacture of contraceptives. Experience has made it clear that 
the cost of these latter items is not a stumbling block in countries that are 
developing effective programs. Other items could be provided by A.LDo, such 
as vehicles and education equipment for use in maternal and child health and 
family planning programs, We are also prepared to receive requests to assist 
in local currency financing of such programs." 

b, Airgram CA-9187 

On March 1, 1S65, Airgram CA-9117 was dispatched to all U.S. Embassies 
attaching the A.I.D. Circular Airgram A-230 population message in its entirety: 

"The following circular has been sent to all A ol.D. Hiss ions to report 
recent developments and bring A.I.D. personnel up-to-date in the population 
fieldo It should be brought to the attention of senior embassy officers. 'i'he 
Department hopes that Ambassadors will extend full cooperation to Mission 
Directors, as appropriate, in carrying out these programs," 

co Actions taken or planned to implement the extended A .I.D. assistance policy 
in the £opulation field: 

L Staff" Notable allocation of time to population policy by Senior S+.aff 
has been made, particularly during the past six months. Fully half time has 
been allotted to A.I.Do population work by Dr. Leona Baumgartner, AA/TCR, 
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Dr. Philip R. Lee, Chief of TCR/Health Service; full time by Dr. Bruce 
Jessup, TCR/Health Service/Population Reference and Research Branch. 
In the Office of Program Coordination, population coordination and staff 
responsibility rests with the Associate Assistant Administrator, Mr. 
Robert Smith, and Mr. Leonard Kornfeld of PC/EPD .. 

In the past month the Regional Assistant Administrators in FE, 
NESA, and Africa Regions have assigned responsibility for population 
coordination in each Region to one man in addition to regular dutieso As 
requested in Circular Airgram A-2~0, Mission Directors in these Regions 
are designating a Missi. on A.LD. population officer from their staff. In 
the Latin America Region, the population staff consists of a part-time 
consultant, a full-time physician, an administrator, and one_secretaryo 
One demographic, one economic and two medical consultants were appointed 
in 1964 by A.I.D. to assist with population program development. One 
demographic officer from the UoSo Census Bureau, Dr. James Maslowski, 
will join the TCR/Population Reference and Research Branch in May 19650 
Through university contracts and a contract with the Population Council, 
it is plan~ed to provide the Agency and the Missions with additional 
population consultants" in the e,oming year. 

2. Budg§lt: For FY 1965, $1,2.30,000 has been budgeted for TCR/Population 
Reference and Research Branch and 1,041,000 for the Latin A~erica A.I.Do 
Population Office. These are central funds to be allocated in large part 
for institutional development of U.So and Latin American training and 
research centers in the population field. With the extension of A.LD. 
assistance into direct family planning program support, it is anticipated 
that requests from less developed countries to Missions may total several 
million dollars in the next few months. Some of the informal discussions 
with India, Pakistan, 7urkey have indicated need for financial support of 
programs to train family planning workers in large numbers; U.S. consultants 
in all fields bearing on development of country-wide family planning programs; 
field research and program evaluation; transportation and mass communications 
equipment; professional salary supplements, etco 

.3. Training: March 22-26, 1965, the latin America Population Office/AID 
conducted a training course in population at the School of Public Health 
of the University of Puerto Rico, attended by Popula ti.on Officers from 
twenty AID/IA Missions" In June of 1965, a one-week seminar will be 
conducted at Johns Hopkins for fifty selected Population Officers from 
Missions in all four Regions and from AID/w. Through PASA' s with the U os. 
Public Heal th Service, Census Bureau, and the Children I s Bureau; M➔W training 
courses in vital statistics, demography, measurement of popuJ..1,ti·x, c'l:lange, 
and midwifery and family planning are being financed by A. I, J, , a.nd 1,.1:1.11 be 
ready for foreign students in September 1S'65. 

Major contracts are being negotiated with the Population Centers 
at Notre Dame, Michigan} Johns Hopkins, and North Carolina Universities to 
develop their capability to support through training programs, research, 
and consultation the population work of A.LD" The Latin America Population 
office in January 1965 allocated $400,000 to DESAL (Chilean Crnter for Economic 
Development) for establishment of a center for the study of family planningo 
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4. ,Research: Funds are available through TCR/AID/Division of Research. 
A research proposal, submitted by Dr, Forrest Linder, National Center for 
Vital Statistics, USPHS, received approval by the A.LD. Research Advisory 
Committee in January, and it is hoped will soon be cleared. 

5. Regional A.I"D. Activities - PC Activities 

a. The Latin America Population Unit is staffed by a full-time 
physician Director, Dr. Benedict Duffy, an administrator, Miss Nadine 
Saxton, and a secretary. Dr. Edgar Berman serves as Consultant and 
the University of California provides two part-time demographic 
consultants to the Latin American Missions. There are designated 
population officers in twenty Latin American Missions. The LA 
Population Unit has negotiated with the Department of Social Affairs 
of OAS on the formation of a CIAP population survey team; negotiated 
contracts with DESAL and CEIADE for training purposes; is exploring 
contracts with Notre Dame University, the Population Council and 
FERES, a Church-related social research and action federation to do 
studies on values, attitudes and motivations in family planning in 
Brazil, Colombia and Peru. The Latin America Population Unit has 
recently aided the program for family planning of the Jamaican 
Government through provision of educational services. The Latin 
America Population Program is assisting both directly and through 
Mission Population Officers in the development of institutions for 
population study in Costa Rica, Venezuela, Mexico, Brazil, Colombia, 
Chi.le and Peru., 

b, Africa Region -- -'~he Region has assigned the Health Division Chief~ 
Dr, Clayton Curtis, as the Regional Population Coordinator; a study 
has been prepared by Mro Black, AFR/DP, on Agricultural Production 
and Population Growth in Africa; Missions have been invited t.o send 
representatives to the Johns Hopkins/AID June Conference, and to 
appoint.Mission Population Officers, 

Co NESA Region -- The NESA Region has asked that the Institutional 
Development Chief, Mr, Harold Winer, add population coordination to 
his other duties; sent out a follow-up airgram on training programs, 
policy, et al to all NESA Missions. The India A.I"D" Mission has 
borrowed for three months>.from the Johns Hopkins India Population 
Staff, a physician to assist with development of Mission population. 
Dr, Baumgartner served March and April as a member of the United Nations 
Population Commission, which was invited to study the problem for the 
Indian Government. NESA His sions have aTJpointed senior ~-1ission staff 
members to serve as population officers. 

d. FE Region -- The FE Region has assigned responsibility for regional 
population coordination to the Chief of the Health Division, Mr. John 
Clay; follow-up airgrams on training and meetings have been dispatched, 
The support long given to Korea and '.2aiwan in heal th and family planning 
is currently being expanded through support of requests by the 7aiwan 
Government and the University of Michigan, support is being given to the 
Internati.onal Planned Parenthood Seoul Conference, to be held Hay 26-29, 
1965, 
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e. A.I.D. Prggram Coordination Staff activities in the population 
field -- The Assistant Administrator of PC and an officer in PC/EPD 
have been designated as the coordinators of population activities. 
Current activities include development of population statement of 
policy for Program Sul:mission Report; C-5 i'ables for Missions on 
population; and demographic material for assistance in 11ission 
preparation. 

6. A.I.D. Population Liaison with U .S,, Private and Government Agencies 

It has been the responsibility of AID/TCR and the Latin America 
Population Office to maintain close contact with the organizations listed 
in Part I; with the National Academy of Science Population Committee; the 
National Science Advisor's Staff; Bureau of the Budget; Departments of 
Commerce; HEW, particularly USPHS and NIH; State Department; Departments 
of Agriculture and Interioro 

Summary: 

Leadership in the United States in technical assistance in the 
population dynamics and family planning fields has come from private 
organizations, agencies, and foundations. For several decades A.I.D. has 
provided assistance in population and census studies through a PASA with 
the U.S. Census Bureau to some thirty requesting countries. Over the same 
period of time A.LDu funds and technical assistance in the general health 
service field nave provided the foundation for medical services which are 
now being used, particularly in Taiwan and Korea for the implementation of 
their family planning programs, relying heavily on the pill and the IUD, 
In 1965, the type of assistance in the population field available through 
A.IoD. has been expanded significantly. The A.IuD. assistance program in 
the population field, to implement the policy expansion announced in 1965, 
is presently being developed and staffed. 
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ECONQUC PROGRAMS TO PREVENI' amTHS* 

Stephen Enke, Ph.D. 

Introduction 

Many of the Less Developed Countries (LDC's) seem des­
tined to double their populations by 1995. But they cannot double 
their invested capital much sooner. Natural resources ("land") 
are fixed in supply. And technical productivity is not likely to 
increase at 2.5% yearly. So gross national product divided by 
population may barely rise in these countries. 

However, if national economic resources were devoted to 
retarding population growth rather than accelerating production 
growth, these resources could be 100 or so times more effective in 
raising some IDC's outputs per head. 

The economic worth of preventing a birth in a seriously 
overpopulated IDC is usually from once to twice the annual per 
capita income of that country. 

The resource cost of preventing a birth varies according 
to method used, but is roughly from $5.00 to $7.50 over S years. 
With recent devices such as the intrauterine coil it is perhaps 

*The ideas presented in this paper are extremely brief sum-
maries of research by the author described more thoroughly elsewhere. 
References to such include: "The Gains to India froru Population 
Control" (Review of Economics and Statistics, May 1960); "The 
Sconomics of Government Payments to Ll.lnit Population" (Economic 
Development and Cultural Cha~e, July 1960); "Government Bonuses 
for Smaller Families" CPopulaion Review, July 1960); "Some Re­
actions to Bonuses for Sci.alter Families" (Population Review, July 
1961); and :conomics for Development (Prentice-Hall, l963) Part IV . 
This paper has also be'en influenced by ''National Family Planning 
Programs: A guide", Studies in F;)[Uily Planning, No. 5, December 
1964, by B. Berelson of The Population Council. 
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'. . . ' aa low•• $2.00. Coat per couple participating in a reasonably 
mi:,ed method program to reduce births ia roughly $1 per year. 

A typical IDC lllJSt cut ita crude birth rate by one-third 
if it wiahea to halve its natural increase rate. This means that 
from 8 to 12 adults per 100 population would bave to be practising 
contraception in aome rather effective form. The cost of auch a 
national program would be about 10 U.S. cents annually per bead 
of population. The resultant budget would constitute, for moat 
IDC'a, about 1, of the coat of their present overall development 
programs. Thia l\ of total development budgets, apent reducing 
births, could be as effective in raising output per head as the 
other 99' altogether. 

Superior Effectiveness of Resources Invested in Reducing Births 

output per head (V/P) can be increased by investing 
resources in making the output numerator larger or the population 
denollli.nator smaller than they would otherwise be in say 1975. 

Suppose $0.5 million worth of resources are invested 
every year in industrial plants to raise national output. The rate 
of return on these investments is 15% a year. After 10 years, 
$5.0 millions has been invested, and the output increase (~V) 
attributable to it is $0.75 millions a year. Perhaps national 
output (V) at the start in 1965 waa $S00 millions. Then the pro­
portionate change in yearly national output (~V/V) due to this 
$5.0 investment is .0015. 

Now suppose $0.5 millions of resources - but medical and 
contraceptive reaourcea this time - are invested each year in a 
birth reduction program that stresses the uae of intrauterine de­
vices (Itl>'a). The cost per participant each year ia about $1 

t•...- so there are 500,000 participants on an average each year during 
the 196S-7S time period. And perhaps the live birth fertility of 

. .._ t 

a typical woman participant - or female partner of a male partici­
pant - is 0.15 infants a year. Thus the reduction in births (6P) 
over 10 years is .75 million infants. Perhaps national population 
at the start in 196S was 5.0 millions. Then the proportionate 
change in national population (6P/P) due to this investment is 0.1S. 

If $5.0 millions over 10 years gives a 6P/P of .15 when 
used to retard population growth, and a ~ V/V of . 0015 when invested 
to accelerate output growth, the superior effectiveness ratio of 
birth reduction over output expansion (V6P/P6V) is 100 times. 

This ratio of superiority varies proportionately with 
assumed rates of fertility of women practising contraception(£), 
and inversely both with returns to capital Cr) and with cost of 

2 
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program per participant. Table l gives eX4111>les. It ia staggering 
to encounter such a ratio when comparing different economic policies. 

r 

Table l 

Superior Effectiveness Ratio (V6P/P6V) 
(Sensitivity to f and r ) 

.20 

.15 

.10 

.10 

50 

67 

100 

f 

.15 

67 

100 

133 

.20 

100 

133 

200 

.25 

125 

167 

250 

It does not follow, however, that conventional develop­
went investments (e.g., power dams and cement plants) should be 
terminated in favor of birth reduction programs. At most, these 
latter programs could never usefully coat more than perhaps 1/25 
of the former's budgets. And, in free societies, the State can 
only use resources to slow f9PUlation growth to the extent that 
adults want fewer children . .:/ 

Economic Worth of Preventing Births 

Infants at birth have a capital value to the nation at 
large - negative or positive - however web they are loved by 
parents. As potential workers they are an asset, even though 
some may not survive to 15 years of age, and even though their 
marginal product of labor may be low because capital and land are 
relatively so scarce. But as consumers, immediately and all their 
lives, they are a liability. 

Conceptually, for 1000 representative infants born in 
1965, one can estimate the present discounted value of their future 
streams of production and consumption. In an WC with a V/P of 
$100 yearly, future consumption of a typical infant may be worth 
$250 now. And its future output contribution, if the marginal 
product of labor ia between half and one-quarter the output per 
worker, may be $100. Thus a representative "marginal" infant will 

Y This paper does not consider the relative worth of improving 
population plity through e.:.;penditures on health and education. 

J 
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subtract more from the economy than he adds, over his or her life, 
and this difference baa a present discounted value of minua $150. 

In moat overpopulated U>C's this ratio of about l.S the 
income per bead will hold approximately. Applying this ratio 
indicates roughly the maxiCII.IID value of resources that the State 
can afford to prevent such a birth forever. Thus, if V/P is $250 
yearly, perhaps the worth of prey.,nting a birth permanently is 
somewhere between $2S0 and $500.!/ 

Economic Coat of Reducing Births 

The economic resource coat of reducing births through 
contraceptive practices is extraordinarily low. This cost varies 
of course depending upon the mix of methods used - IUD's, vasecto­
mies, condoms, foam tablets, pill, etc. For a major national pro­
gram, stressing a reasonable mix of methods, over 5 years the cost 
per birth prevented would probably be between $5.00 and $7.50. 
Thia estimate assumes - see Table 2 - that 7C11/o of "acceptors" uae 
IUD's, 20% uae condoms and foam tablets, and 10% choose vasectomies. 
Indicated resource coats would be mostly a government charge. 
Births prevented depends on many assumptions, including the rmmber 
of live births a couple adopting no controls would have. 

Any government program should apply a criterion in de­
cidi~ which contraceptive methods to stress. Biological effective­
ness is not a proper criterion: a method with a high failure rate, 
such as withdra,"al, may be so cheap to publicize that births re­
duced per unit funds expended may be very high. Conversely, the 
pill is 8lllong the most effective method• but it could cost $6000 
for 100 couples over 5 years as against $200 for IUD'a. Rather, 
where program budgets are unalterable, the suboptimum method is 
that which maximizes birth reductions per unit cost. However, a 
hi,her optimum is attained if the budget itself is a variable, 
being selected so that the economic coat of an extra reduction in 
births equates its economic worth. 

YA aborter-term approximation of the value of preventing 
births is based on the present value of the consumption "saved" 
during the first LS years of a child's life. In a nation with a 
V/P of $100, and discounting at .15, this is about $280, allow­
ing for childhood deaths. The equivalent worth of definitely 
having a child next year instead of this year ("spacing") is then 
$36 ·roughly. slmpt'y not having an infant this year is worth 
about $50-$70 dependi-qg on fertility rates. All these estimates 
scale with national V/P. 

4 
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Neeesaary National Budgets for Birth Reduction Programs 

Suppose an IDC wished to reduce its natural increase by 
one-half . 

Typically, crude birth rates in 1965 could be 42 per 
thousand a year. Death rates by 1975 could be 18 instead of today's 
22. A one-third cut of 14 points in the birth rate will then reduce 
annual population increase from 2' to 1% a year. 

In representative IDCfa, rc:ugbly one-third of the popula­
tion are fecund and exposed. Hence, per 100 population, about 16 
women (or 16 ae.n) are conceivable participanta in a national birth 
reduction program. But from these auat be deducted young couples 
who want to start fa."oiliea, women actually pregnant, and matrons 
who are not yet pregnable again . 

Accordingly, a realistic" target" group per 100 population 
is perhaps 8 individuals in any single month, 10 a year, and 12 
during 5 years. 

If the coat per year for an average participant is $1, 
and 10 individuals per 100 population are participants in any year, 
the annual budget cost per head is U.S. 10 cents. 

What budgets would be needed in a few selected countries 
is given in the second column of Table 3. Colwnn 4 gives these 
budgets as a per cent of these nations' current total programs for 
economic development. The average is under 1 per cent. 

Using Incentive Payments 

Governments of IDC's will soon recognize that each partici­
pant in a well planned birth reduction program (a) costs during 
5 years about $5 in reaources, (b) prevents the birth of at least 
.75 infants, and (c) thereby "aavea" from $75 to $150 worth of 
net consumption for even the pooreat national economy. Unless 
religion prohibits, tbea.e governments will encourage birth reduc­
tions, and actively aeek vo.l_.l!,ntary participants. Each additional 
"acceptor" contributes signifi-eantly to higher incomes per head. 

Sooner or later tbeae governments will also use financial 
incentives to promote birth reductions. Examples are payments for · 
"introducing" people at the clinics and generous fees to private 
doctors for IUD insertions. Wide retail margins may be allowed 
distributors of condoms, etc. 

Bonuses of $25 a year might be paid to married women who 
remain non-pregnant by whatever means after say their second child. 

s 
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Volunteers for vasectomy, depending on age, could reasonably be 
paid a bonus typically equal to aeveral times the annual per capita 
income. Noteworthy ia that such bonuaes are so-called transfer 
payments, represent cub flows, and hence do not divert resources 
from production. 

Comment 

It is paradoxical, although resources used to retard popu­
lation growth may be 100 times more effective in raising output per 
head, that 99' and more of economic development programs should 
atill be spent to accelerate production growth. Part of the explana­
tion lies in religious conviction, cultural attitudes, and simple 
ignorance of contraceptive possibilities among the poor. Meanwhile, 
whether admitted or not, it is among the wealthy and educated that 
contraception ia mostly practised in all countries. 

6 
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Table 2 

Approximate Coat-Effectivene•• of a National Birth Reduction Progra 
Uaing an Economical Mix of Contraceptive Mathoda 

(Per 100 "Acceptors") 

aJmber 5-year 5-year 
Method "Acceptor•" Resource Coat Birth Reduction 

IUD'a 10 $140 
Vasectomies 10 40 
Condoms & Tablet■ 20 240 - -

5-Year Totals 100 $420 

Acceptor per Year $ 0.94 

Table 3 

F,atimatecl Coat of Birth Reduction Programs Relative to 
National Development Budgets for Selected Countries 

Country 

Brazil 
India 
Mexico 
Pakistan 
Taiwan 
TU.rkey 

Col. l, 
Col. 

Eat. Coat 

Po .. tian 
( ,boo) 

Family 
Pl{B?5..troaam ,ooo yr.) 

(l) (2) 

80 $ a.o 
470 47.0 

40 4.0 
107 10.7 
13 1.3 
30 3.0 

1964 eatimatea. 
population xlO centa. 

Total Coet 
Development 
P~am 
(~boo yr.) 

(3) 

$2,043 
3,921 

412 
1,064 

149 
538 

70 
10 
10 -
90 

.18 

Relative 
Coat of 
Program to 
Reduce lirtba 

(4) 

0.4 ~ 
1.2 
1.0 
1.0 
0.9 
0.4 

2, 
Col. 3, includu u.s. aaaiatance, coop. country's contribution, 

and expendituru from other external aid aaurcu. 
Col. 4, Col. 2 divided by Col. 3. 
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LOWER BIRTH RATES - SOME ECONOMIC ASPECTS 

PREFACE 

This short essay is writter1 by an economist for use by those 

concerned with rapid population increases. It outlines some economic 

aspects of recent demographic and medical events that relate to the 

evolving population policies of the Less Developed Countries and 

the United States Governme:".lt. It is offered as personal opinion only. 



PART I - WHY FEWER BIRTHS? 

A. The Demographic Threat 

The demographic nature of the population threat is now so widely 

recognized among policy makers that only a few magnitudes deserve repetition. 

(1) Most Less Developed Countries (LDCs) are experiencing a natural 

increase in population of from 2 to 3.5 per cent a year - which 

means a doubling of population every 38 to 22 years. 

(2) All LDCs have 11high 11 birth rates of over 30 births per thousand 

population a year, and some approach 45. All More Developed Countries 

have crude birth rates of under 30 per thousand a year. High birth 

rates are a characteristic, consequence, and cause of under­

development. 

(3) The rising rate of natural population increase during the last 

two decades is attributable to rapidly falling death rates. Mass 

epidemics have been largely controlled by such traditional public 

health measures as inoculation and quarantine. Malaria control has 

proved to be a successful and inexpensive way of indirectly reducing 

fatalities. In most LDCs it is expected that death rates will continue 

to fall, although not perhaps so fast or so inexpensively as in the 

recent past. Further improvements will have to depend more upon 

medical care and hospital treatment of individual patients. Neverthe~ 

less, over the next decade or two, many suppose that death rates will 

decline faster than will birth rates in a majority of LDCs. 
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(4) Current age specific fertility and death rates are unstable. 

They cannot continue for many more decades in already overpopulated 

countries that are effectively closed economies. Either birth rates 

must decline, or death rates attributable to malnutrition and even 

famine must rise towards the end of this century. International 

migration is probably not a feasible solution for Asia. Nor is it 

probable that mass movements of food grains and concentrates can or 

will be made available in sufficient quantities to provide more than 

an extra decade or so in which to reduce birth rates before disaster. 

(5) Thus little time remains for those countries that have (a) high 

rates of natural increase, (b) high population densities already in 

terms of agricultural and other economic resources, and (c) too 

numerous and ethnically distinct a population for emigration to provide 

adequate relief. India, Pakistan, and Egypt notably fit this descrip~ 

tion. But there are many others. 

B. Economic Cost of Uncontrolled Births 

The economic cost of overpopulation and/or high birth rates takes 

several forms. The most serious are not always the ones most immediately 

recognized by governments. Thus, planning authorities in some countries a~e 

rrruch concerned by the cost of extra schools and other social infrastructure 

necessitated by a rapidly increasing population. This is a serious problem. 

But other aspects of overpopulation and/or high birth rates are more critical 

and more pervasive. 
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Increasing population with over population 

The countries that most rightly fear a doubling in population in 38 to 
1 / 

22 years are those that are already 1'overpopulated 11 .-

Officials in these countries sense that gross national output will not 

have doubled by the time that population has doubled. This is because a more 

or less doubled labor force, accompanying a twice as large population in say 

A.D. 2000, will not have doubled investment and doubled land resources with 

which to work. Innovations that result in more output per unit input of labor, 

capital, and resources may not be sufficient during the next 30 odd years to 

offset slow capital accumulation and the inability of 11land 11 to multiply itself 

also. In this case there would be a reduction in output per head and no economic 

development. 

Any extra GNP. (A Y) stems from extra employed labor (.AL), extra 

capital stock (AK) and extra innovations that increase productive efficiency. 

There can only be a zero natural resource increase (AR). Thus, one possible 

macro-economic approximation for short-time periods of say five years is~ 

where ;t is increase in 11producti vi ty 11 over the period. 

If population growth dynamics permit one to suppose that the ratio of 

population to labor remains unchanged over 5 years, and one assumes that the 

degree of employment of labor is about constant, some predictions can be made 

about the effect of extra population on output and income per head if the 

values of 1, k and~ can be estimated roughly. In certain situatio.:1s 1 and k 

may approximate the shares of labor and capital respectively in national 
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2 I 
income.- Perhaps 1 = . .5 and k = .2. That they sum to less than unity, 

leaving .3 attributable to fixed natural resources, is a measure of the 

diminishing returns of labor and capital together in terms of 11land 11 • 

The use of this kind of equation can be demonstrated with a not 

unrealistic example. Assume a country with a 12% increase in P and L 
3/ 

during 196.5-70. Perhaps %.AK is 30% over these .5 years.- Then, if there 

are no innovations (,1) there is a o.5 times ~ (i.e., 6%) increase in 

Y, attributable to 41. Also there is a .,2 times .30 (i.e., 6%) increase 
4/ 

in V, attributable to .&K-. Summing, after .5 years there is 12 per cent 

more output to be distributed among 12% more people, so output per head has 

remained unchanged. 

In this example the magnitude of l provides an inverse measure of 

it overpopulation' 1 • The smaller 1, the greater II overpopulation"'. The smaller 

1 /. K, the more economically scarce are natural resources. 

This hypothetical case also distinguishes Less from More Developed 

Countries. A more developed country would probably have had a ,ef during 
5/ 

5 years of from .10 to$. It might also have had a larger %1:J..K.-

The main point, however, is that a 12% increase in population and 

employed labor force resulted in a 6% increase in output attributable to them. 

Thus, for all age brackets together, extra population means proportionately 

less increase in output than increase in consumers. Mouths are increasing 

more rapidly than food and other output. This consideration of birth reduc­

tion policies is still too crude though, because age structure is ignored. 
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Adult males and females in the most procreative ages -- say from 20 to 

40 years in backward countries -- produce more than they consume. This is 

especially true of the men, and could also be true of the women if they 

had fewer babies. It is mostly the under 15 year olds who subtract from the 
6/ 

economy as consumers while adding nothing as producers.-

Thus a reduction of births from 4% of population to 3% during 1965 -

1980 would reduce consumption by dependents without reducing production 

during the next decade and a half. All those who can enter the labor force 

at 15 years of age during the next 15 years are already born~ Birth 

reductions must increase the future consumption and/or investment per head of 

those alive in 1965. 

High birth rates and exces.sive infant dependency 

It is not sufficiently realized that high birth rates, even in the 

absence of "overpopulation", impose a severe economic burden on any nation. 

The fraction of population under 15 years of age, comprising those too 

young to be anything but consumers, is primarily a function of the birth rate. 

The demographic explanation of this relation is somewhat involved. Significant 

hE,re is that a country with a crude birth rate over 40 per thousand a year is 

likely to have about 40% of its population too young to work. And a country 

with a birth rate of 20 might have roughly 20% U..T'lder 15 years of age. It 

is the poor countries with high birth rates that have the most onerous 

dependency ratios. 

The cost of these dependents in an LDC is serious in the aggregate. 

Very young children in really poor and tropical countries may not cost much 

for food and shelter. But they must and do eat after weaning. As they 
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approach 15 years they approach the consumption patterns of adults. In the 

future it is expected:-that children will increasingly occasion costs to govern­

ment for social services such as schooling. And the almost universal trend 

towards urbanization ordinarily raises costs of housing and utilities for 

parents and municipalities alike. 

In a country where per capita income is $100 yearly, and the savings 

rate is 8 per cent in total, per capita consumption is $92 a year. In such 

a country the undiscounted value of consumption of 0-15 year olds in any 

single year, averaged after allowing for age distribution, probably approximates 

$60 a year per head. But it would give a false impression for these purposes 

to state that the consumption cost over the next 15 years, of a child born 
7/ 

today, is 15 times $60 or $900.-

The present discounted value of such a child's consumption, which is alone 

significant for determining what it is worth to prevent a birth, must take 

three other considerations into account. First, typical consumption rates 

by age increase slowly year by year, from almost zero at birth to almost the 

consumption rates of adulthood by 15 years. Second, not all infants survive 

to the higher consumption of 10 and 15 years of age. Third, the higher 

consumption of older children must be discounted by appropriate rates, because 

such consumption is further in the future for infants born or r.ot born this 

year. In countries suffering capital scarcities and urgent time preferer.ces 9 

present values of events are far less than their future values, and no less 

so in the case of dependents• consumption. 
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Table 1, taking these factors into account, gives present value estimates 

of released consumption per typical infant not born this year for a $100 

income per head per year nation. These are presented for discount rates of 

.10, .15, and .20 per annum. Details of calculation are given in Annex I. 

The main outcome is that a prevented birth this year releases consurr;ption 

having a present value at .15 discount of $27 9, The11average 11 yearly consumption, 

allowing for discounting and deaths, is $ 19 . The II average 11 daily consumption 

has a present value of 5¢ a day. 

These estimates are for a country with a per capita income of $100. They 

would be about twice as great for a country with a $200 per capita ann~1al 

income. Scaling is roughly proportionate so long as yearly aggregate savings 

remain within 5 to 15 per cent of GNP. 

Table 1 also gives ,. v,aiJ..ues-,, of1.:pbs.tporiing (:terml?'.ora;rily), and preventing 

(pormanently), an infant birth. The worth of male sterilization (vasectomy) 

for instance, relates to the value of permanently preventing another birth. But 

thE, worth of many forms of contraception -- condoms, for instance 

more to the value of postponing a birth by one or more years. 

may relate 

The simplest approach, and the one perhaps most valid for high birth 

rato countries and couples that do not practice family planning, is to set the 

'rnlue of postponing a birth by cine year at the present value of 15 years 

consumption times the age-specific fertility rate of the exposed woman. Thus, 

if 15 years consumption is worth $279 now and the appropriate fertility rate 

is • 20 a year, postponing one year is worth $ 70 . ( Logically this 
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estimate should be set against the estimated cost of postponing a bi!'th 

one year by some particular contraceptive measure.) 

Another possible approach, most relevant however to more developed 

countries wrare 11spacing 11 is under some control by emancipated couples, is 

to compare the present values of 15 years consumption if the infant was 

definitely to be born either this year~ next year. The probabilities of 

birth in any year are then either 1 or 0 and are not the age specific 

fertility rate. In the "spacing" method of estimation, the discounted 15 year 

consumption stream is conceptually shifted one more year into the future and 

then compared with the present value of the consumption of an infant born 

this year. Calculations are tedious. For a $100 annual per capita income 

country, and using a .15 discount rate compounded, postponing a birth by one 

year is worth$ 36 now. 

These economic savings from permanently preventing or temporarily 

postponing a birth result from high birth rates and not from overpopulation 

as defined. The argument for reducing births as an economic development 

measure is not vitiated if a particular backward country has abundant and 

fertile land as yet uncultivated. It is the high birth rates connnon to all 
8/ 

LDCs that are one common cause of their poverty.-

Calculating the present discounted value of infants 

More elegant but difficult calculations of the worth to an economy of 

birth reductions would combine the two approaches described above. These 

more refined estimates should take account of both the consumption of 

dependent children and the low marginal productivity of today's irrt'ants 
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when they eventually join the labor force. This means that the incidence 

of both high birth rates and of the degree of overpopulation should be 

gauged so far as possible. 

Ideally, in forming birth reduction policies, officials should have 

estimates of the present discounted value of a newly born infant to the 

national economy it is entering. This involves discounting to the present 

the future consumption and production streams attributable to a 11typical" 
9/ 

infant.- In most, if not all LDCs, the present discounted value of the 

negative consumption stream will exceed the present discounted value of the 

positive production stream. 

That infants should have a minus value to their country's economy is 

due to three elements: 

(1) consumption starts now, but production through labor 
does not begin significantly for 15 years or so, and 
values in the distant future are compound discounted 
to the present; 

(2) not all babies survive to enter the labor force, especially 
in poor and backward countries where death rates for children 
are relatively high; and 

(3) the marginal product of labor (i.e., extra output per extra 
worker) in any country suffering from some degree of over­
population will be less than the average product of labor 
(i.e., output per worker). 

Imagine a group of 1,000 infants born early this year, having typical 

fractions of boys and girls, intelligent and stupid, strong and weak, etc. 

After one year as sucklings, and after customary infant mortality, perhaps 

825 survive to become more normal consumers. Apart from a few chores around 
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the family dwelling and land holding, they remain unimportant as producers 

for 15 years or so, by which time perhaps 800 survive. 

These new members of the adult labor force add to output. However, 

if there are already many adults working with very little land and capital, 

the extra output of these extra workers will be less than output per worker 

in the country as a whole. Thus output per worker may be around $250 a year ir. 

a country with a yearly income per head of $100. But the extra output of the 

800 new adult workers may be only $80,000 or $100 each. 

Their individual remuneration -- in subsistence or money -- will be 

comparable though to that of other adults of the same sex, age, experience, 

etc. Thus in effect, wherever there is a degree of population pressure, any 

increment in population arrl labor force subsequently will add less to output 

than that increment subtracts in "wages" and consumption. And this disparity 

between marginal and average product, when combined with deaths in childhood 

and discounting the future, makes for negative value infants. 

Depending on assumptions regarding diminishing returns, death rates, 

consumption, productivity, and proper discount rates, hopefully appropriate 

to each LDC, the value of permanently preventing a birth can logically be 

estimated for it. Obviously a great deal of empirical research to determine 

these parameters by country needs to be undertaken. At present these 

calculations are not being made by development planners. 

As an order of magnitude, in populated countries with high birth rates, 

infants probably have a negative value between once and twice the annual 

per capita income. Hence, in a country with a serious population problem 
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and an output per head of about $100, it is "worth" from $100 to $200 to 
10/ 

µ:,event a birth permanently.-

Perhaps more importantly, if several births can be prevented by a couple 

adopting some contraceptive TTEthod that is ordinarily lasting (e.g., vasectomy), 

the nworth 11 of this act is several times as large again (perhaps equal to five 
11/ 

times per capita income in the case of a young couple with few children already.)-

Return on Investments in Labor 

There is another but related way of viewing the degree of overpopulation 

and overfertility in a country. National economies in effect are investing 

resources to provide real capital goods and to provide labor. Productive 

members of the labor force must have been supported through childhood and be 

provided at least sustenance in adult life. The planners of even a semi­

socialist economy should pay some attention to the rate of return being 

earned on resources invested in providing a labor force. And II ideally 1! they 

might well seek to allocate resources so that the rate of return on those 

invested in supplying labor was the same as on those resources supplying 
12/ 

capital goods.-

Mathematically, if the future marginal product and average consumption 

streams are known for a representative 1000 infants, year by year, there 

will be some discount rate that will attribute the same present values to 

these two streams. We know that this indifferent discount rate is markedly 

less than the 15 per cent assumed to be the typical~ ante earnings of capital& 

And if the undiscounted strrn of marginal product values is less than the 

undiscounted sum of average consumption values -- which is conceivable in 

- 11 -



a seriously overpopulated country -- the discount rate that would equate their 

present values will be negative. 

In any event, in most LDCs there is an imbalance. Only about one-tenth 

of annually available resources are being invested in capital projects earn­

ing say 1.5 per cent a year. Yet roughly one-quarter of available resources 

are earning close to a zero or negative return as they are inadvertently 

11invested 11 each year in providing a labor force. Economically at least, 

fewer resources should be "invested" in providing labor and more in providing 

real capital goods and equipment. Moreover, if there were fewer births and 

hence children to support, it might be possible for government through extra 

taxation to divert a more substantial fraction of released dependents 1 

13/ 
consumption into real capital accumulation than will otherwise be the case.-

C. Comparative Effectiveness of Resources Invested in Birth Reductions 

A reduction of births in LDCs will not necessarily occur merely 

because it would advance them economically. Clearly a program is needed that 

-wi.11 augment the ability arrl willingness of couples to have fewer babies. 

And any such birth control program will require the use of varied resources, 

some of which are scarce and costly. 

Hence, a valid question concerns the comparative effectiveness of resources 

used in reducing births rather than educating children, aiding farmers, or 

even building factories. Obviously, in a short run of five years or so, 

factories cannot be substituted for family clinics or engineers for doctorso 

But over longer periods a nation does have a choice between more output or 

fewer children than there would otherwise be. 
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Specifically, if an LDC1 s goal is to maximize aggregate gross output 

per head of population in each and every of the next 15 years, should it 

marginally divert some of its development budget and national resources 

from investment for extra output to investment for fewer consumers? 

Output per head is a ratio of course. It can be raised by increasing 

the output numerator or decreasing the population denominator from what 

they would otherwise be at some future date. Resources can be used for 

either purpose. For example, after 15 years, some given millions of dollars 

worth of resources invested in real industrial capital might increase national 

annual output by .004 times. Different resources of equal value, employed 

in a birth control program, might after 15 years result in a population 

.100 smaller than it would otherwise be. Such a birth control program would 

be 250 times more effective a means of raising per capita income per unit of 

resources so employed. 

There are many contraceptive methods that could and should be made more 

available inLDCs. Any comprehensive program would probably ~nclude IUD1 s 

mdoms,diaphragms, foam tablets, etc. Simply for illustrative purposes in 

th;i_s ·sectlion, 11the"I comparative effectiveness of resources invested in vasectomies 
• 14/ 

and IUDs only will be demonstrated.-

How much can vasectomies for instance, contribute to a reduction in 

population (A P /P) over 15 years? 

Let V be the number of vasectomies a year and f the otherwise expected 

annual fertility of the volunteers' wiVlf:ls, averaged over the next 7.5 years, 

say. Then, ignoring gestation lags, the first year's vasectomies will 
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reduce births after N years by V.f.N. The second year's operations will 

reduce births by V.f (N - 1) from start of the program. So, after N years, 
15/ 

tre absolute change (AP) in births is approximately V.f.N 2/2.-

The proportionate change is L\ P divided by P. 

How can the proportionate change in output (~ Y/Y), related to 

thisAP/P, be estimated after N years? If the resource cost of a single 

vasectomy is $c, then the resource cost of a constant scale vasectomy program 

is V. c dollars each year. Different resources of equal value, if invested 

in factories and the like, would earn a rate of return of i, say a year. So 

the absolute change in national annual output (~Y) at the end of N years is 

about V. c. i. N. The proportionate change is 6 Y divided by Y. 

Thus the comparative effectiveness ratio, of resources invested in 

reducing births rather than increasing output, is 

AP/P 
AY/Y 

= 
2. v. c. i. N. P 

= f. N. (Y/P) 
2 c. i 

Some not wholly unreasonable values can be ascribed these parameters. 

Suppose f is 0.2 a year, N is 15, (Y/P) is $100, c is $4, and i is .15 a year. 

This makes the ratio 

,d P/P 
AY/Y 

= $300.00 
$1.20 

250. 

A 250 times superior effectiveness is a staggering ratio to encounter in 

socio-economic affairs. It therefore needs stressing that the values 

attributed to f, c, and i are approximate at best. But even if each of these 

three parameters was adversely wrong by a factor of 2, so that f was .1, c was 

$8, and i was .J, the revised superiority ratio would sti. 11 be over JO. If 
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the period considered was 10 years rather than 15 years, the effectiveness 
16/ 

ratio would be only 2/3 as great.- (Contrarily, in many Latin American 

countries typical Y/P values are more like $250 a year than $100, thus raising 

these ratios 2.5 times again.) 

Noteworthy is the adaptability of this comparative effectiveness formula 

to certain other birth reduction methods than vasectomy. Suppose IUDs were 

evaluated instead. The only values that might be changed in the final 

expression are $c (which might be $2 rather than $4) and N (which might be 5 

rather than 15 years if IUDs are used to postpone rather than permanently 

prevent a birth.) The effective ratio is then almost 170. 

The main conclusion must be that resources used effectively in birth 

reduction programs can make an extraordinary contribution to income per 

capita in LDCs. 

This does not mean, of course, that conventional development projects 

should be cancelled and all resources devoted to birth reduction programs. 

Practically, available resources that can be used for vasectomies and IUDs 

are limited by the number of volunteers, and they may continue so far to 

be few. But these and other birth control methods, some of them only 

mcrlerately less effective according to this criterion, are likely to become 
17/ 

far more acceptable.-
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PART II - HOW REDUCE BIRTHS? 

The fact that birth reductions may be a necessary condition of 

economic development in many LDCs is not unfortunately a sufficient 

condition to ensure ameliorating action. Not all governments fully recognize 

even yet the need to lower birth rates if their development aspirations are 

to be realized. Not all governments have the political courage to promote 

family planning campaigns that run counter to traditional cultures. And 

there is uncertainty as to the extent that the peoples in these countries 

are behind or ahead of their governments in supporting lower birth rates as 

a national policy. Nevertheless, throughout Part II it will be assumed that 

governments are serious and cooperating in this regard, and do request U.S. 

assistance. How governments cen overcome; the· poscibility CY! very limited 

public acceptance'ot f'amily .planning will be considered ini 1 the f'inal 1 section 

of;this ·part. 

A. Probable Magnitude and Cost of Major Programs 

How large a birth reduction program is needed to be effective in some 

sense? How costly will it accordingly be? What sorts of programs make 

medical and economic sense? 

Magnitude of Program 

Exact birth reduction goals are a matter for a host government to 

decide. Japan halved its birth rate since World War II, from 34 to 17 

per thousand a year in ten years, abortion being widely and openly used, but 

that nation cannot be considered typical of underdeveloped countries in Asia 
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or elsewhere. Any realistic goal might have to be more modest, although 

this only experience can reveal. 

Suppose several LDCs wished in one decade to reduce their natural increase 

rate from 2 to 1 per cent a year. Typically, present crude birth rates could 

be 42 per thousand a year and death rates 22. But crude death rates w~ll 

presumably continue to decline -- unless deaths from malnutrition increase 

significantly -- to perhaps 18 per thousand annually by 1975. The crude 

birth rate would then have to be cut to 28 to meet the stated goal. This 

wuld constitute a one-third cut of 14 points in the birth rate. 

A one third reduction in the crude birth rate unfortunately requires a 

greater contraceptive program than is superficially apparent. It certainly 

does not mean for example that all exposed couples should practice effective 

contraception one third of the time during which the women are pregnable. 

Nor does it mean that it is enough for one third of fertile and exposed 

couples successfully to use contraception during the number of months that 

the wife is now typically pregnable. 

A reduction in birth rates over say 10 to 15 years, decreases the 

fraction of population too young to procreate and increases the fractio~ 

of child-bearing age. Hence, for the crude birth rate to remain even constant., 

age specific fertility rates must fall. Perhaps these fertility rates have 

to fall by somet~~ng approaching one-half. 

As birth and conception rates fall, the number of months that a woman 

is pregnable from birth to birth increases absolutely, and also relatively 

to the length of the birth cycle itself. This is because a woman who 
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conceives may be 11safe 11 for the 10 to 20 months she is pregnant and 

lactating. The fewer conceptions, the more 11unsafe 11 months in a 5 year 

period, and the more contraceptive devices will be needed if tradtional 
18/ 

methods (e.g. condoms) are used.-

A typical LDC1 s population comprises over 35 per cent of procreative 

age. But some of these men and women are not fertile or not cohabiting. 

Thus perhaps 32 per cent are fecund and exposed. And about 16 of these 

are women and another 16 men of course. 

During any month a substantial fraction of these 16 women (or their 

spouses) will not be eligible, because of pregnancies or post partem 

amenorrhea, as explained above. Another substantial fraction will be young 

wives who perhaps want their first children now. If these women who cannot 

or want to conceive are deducted, perhaps 8 women per 100 national population 

are eligible in any one month. 

However, over even a five year period, substantial turnover is inevitable. 

If the 8 participating warren are ordinarily older women with several children 

already, perhaps 2 will experience menopause. If the 8 participating women 

are representative of all fertile ages, 3 or 4 may drop out for 1 to 2 

years during this period because they are deliberately having a child. 

A policy issue fo:r gevernments ·10 'whether to· limit the "tEirget~1 group to 

all·, older WOJJW::n' who have : h&d say 3 ,s~i virig births~ • • ·In, :this case, • assuming 

aggregate crude births are to be almost halved, these participants must 

have no more children. Is it reasonable to expect that participants 1 

motivation and contraceptive effectiveness are together such that half the 
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fertile and exposed women, comprising all the women above say 30, will almost. 

never conceive again? 

With modern methods -- e.g., IUDs and vasectomies-this goal is not very 

likely to be achieved. With artificial and traditional methods -- e.g., 

condoms, diaphrams, and foam tablets -- it is probably not achievable. 

This is not only because these latter methods have higher failure rates in 

the contexts within which they are employed. But in addition they require 

sustained motivation, repeated acts, and continual supplies. For these 

reasons the drop out rate with traditional methods could presumably be as 

high as 40 per cent after S years. 

A really inclusive program directed at 11older 11 and high parity ("many 

children") women cannot be sustained with such turnover rates. For every 

100 such participants, assuming half use traditional methods, about 20 

might drop out and another 20 at least might cease to be fertile (menopause 

or death) during each five year period. These 40 nrust be replaced. But 

they cannot be replaced from other women who were over 30 say at the start of 

the S years, because the program had to be practically all-inclusive to 

attain its goals. Replacements nrust come from those who were 25 to 30 

years old and are now 30 to 35 years of age. Given typical national age 

distributions, there will not be 40 of such women for every 100 between 

age 30 and menopause. 

Consequently, although a national birth reduction program might 

initially recruit high parity couples, a program almost to halve crude 

birth rates nrust rapidly and increasingly include younger couples with few 
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children. In other words, because young couples naturally want some 

surviving children, this means that an effective national program must 

move from being only a birth prevention campaign for older couples to being 

also a birth postponement ( u spacing 11) program for younger couples. This 

transition will be even more necessary to the extent that traditional and 

high drop out methods are retained in a national program. 

The magnitude of a program that can almost halve crude birth rates 

over 10 years is likely to involve about 8 women per head of total population 

at any one time. These women may be older and have a low turnover due to 

aging. Or these 8 equivalent women may be 10 to 14 different women depend­

ing on their ages, contraceptive methods used, and drop outs. 

Cost of Program 

What a program of the magnitude described above would cost depends 

upon many uncertain variables. 

One such variable, as explai'!led' .•ab-:mi:e, is turnover. Costs will be higher 

arer 5 years if the number of women participating during this period is 

14 or 10 for every 8 women participating during any month. This ratio of 

period participants to monthly participants is likely to have a definite 

but less than proportionate influence on total program costs. 

Another variable is length of program under evaluationo The annual 

cost of a 10 year period per unit effectiveness will be lower than the 

annual cost of a 3 year program for instance. There is a 11start-up 11 cost 

associated with every participant and irrespective of method that can then 

be "amortized" longer. 



The most important variable though is the mix of methods used to post­

pone or prevent births. A great variety of methods will always have to 

be offered because personal tastes and circumstances often limit acceptance by each 

couple, to: one. or: two. ·Hov:rever, -if ·a,,,pr.ogram is: to achieve· some stated birth 

reduction as economically as possible, the program directors cannot be 

indifferent to·the mix of methods used. 

Table 2 illustrates this point. Three different "Method Mixes" are 

compared, with varying stress on traditional methods such as condoms and 

foam tablets as compared with new methods such as Dills and vasectomies. The 

annual cost per acceptor varies from $1.94 to $0.87 with changes in the mix. 

If Mix #3 were to prevail, the cost is almost exactly a dollar. 

Per head of population this would mean an annual cost of 8 cents if 

8 per 100 people are participants, 10 cents if 10 per 100 are, etc. 

How substantial a fraction of current development budgets a 10 cents 

per capita annual cost would be is shown in Table J. Column 2 gives the estimated 

annual co'St f!or•.bir,th·r,eduction progFams'i,o:t ,sele.c,tect·countr'i.es. The·penultimate 

column gives this annual budget as a percentage of current U.S. economic 

assistance. The last column gives this budget as a percentage of that 

country's total expenditures for development, including its c,wn contribution 

and all foreign economic assistance, 

The countries selected for Table 3 include several that well recognize 

their serious demographic situation and are attempting to provide family 

planning assistance. A full scale program would in most cases cost 

.• roughly 1 from 1 to 2 percent of their present development budgets. Such 
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a birth reduction program costs a higher per cent of total U.S. economic 

assistance of course (e.g. 5.6% for India). 

It can hardly be argued that these countries cannot afford birth 

reduction programs. And it has been shown that resources so employed 

are several hundred times more effective in raising per capita incomes 

than if traditionally employed in expanding output. So there would appear 

to be a serious gap between what is needed and what is being done. 

Possible Specific Constraints 

It is possible of course that, although local currency requirements 

of a major population campaign may not be limiting, other more specific 

constraints may exist. 

Doctors. 

If the more effective and recent methods are used, such as IUDs and 

vasectomy, the number of doctors or "paramedics" that will be needed should 

be estimated. 

Under ideal conditions a doctor can probably insert 50 IUDs a working 

day or 12,500 a year. This assumes the patient comes to the doctor and 

various ancillary services are completed by his assistants. However each 

woman should be examined after her next period to check on expulsion. And 

some mothers who are "spacing" may occasionally wish the IUD removed and 

then reinserted after she has delivered. So each doctor can perhaps annually 

care for 6,250 women using IUDs. Similarly, a doctor can probably perform 

about 6,250 vasectomies a year, including removal of stitches and post 

operative checks. 

- 22 -



Assuming Mix #3, and 100,000 acceptors per million head of population 9 

8 doctors would be needed for IUDs and 3 for vasectomies per million 

population. 

At first glance doctors would therefore not appear a likely shortage. 

For example, in India which has over 80,000 doctors registered, the birth 

reduction program envisaged here would require under 5,000. Some other 

countries are not comparatively so well endowed with licensed physicians. 

Relative to the rural-urban distribution of people, doctors tend to be 

located in cities, out of reach of poor and common villagers. Moreover 1 

a fully qualified physician will not wish to limit himself to IUD insertions 

and vasectomies. He will want a more varied practice, devoting perhaps 

no more than one day a week to providing these services. 

Accordingly, unless the doctors' organizations prevent it, a new 

class of paramedic could be trained to supplement the services of regular 

doctors. These paramedics would be qualified only to provide these family 

planning services. In some cases their specific training would take no 

more than a month. They would first need a basic education however. 

Some of the younger and better educated midwives might be so trained. 

Buildings and Equipment 

The number of clinic buildings required, and their size, will depend 

upon how dispersed operations of the birth reduction program are. Either 

operations may be intensive and concentrated, beginning in the cities 9 in 

which case fewer and larger buildings are needed. Or the program can be 
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extensive, using many small buildings in numerous small towns, in which 

case costs per participant are likely to be much higher unless the birth 

control clinics are associated with other medical services such as Maternal 

Health and Child Care. 

Transportation equipment is within limits a substitute for clinic 

buildings. Official jeeps and buses can bring paramedics and their 

equipment to the villages, or villagers to towns where clinics are locatedo 

However, while the program is still far from being socially acceptable in 

general, "acceptorsn may not favor the publicity afforded them by official 

transport and prefer money for a bus ticket home. 

One uncertainty is the extent to which mass media equipment will be 

needed to explain and popularize the goals and methods of the birth reduction 

program. Mobile sound trucks and film projection units are examples. But 

all this presupposes that governments are willing to urge family planning 

on their countries. 

Foreign Exchange 

The foreign exchange component of a birth reduction program is likely 

to be a small fraction of its total expenditures, perhaps not more than a 

fifth, and less in the case of high population countries. 

Coils and inserters can be domestically and economically produced 

for any country that will need more than several hundred thousand. Vasectomies 

require only imported surgical instruments and sometimes imported anesthetics. 

Thus the two most effective methods, which eventually might be used by over 
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half of all participants, occasion relatively small foreign exchange needs. 

Economical production volume on condoms is somewhat greater but not 

impossible. Thus, if a man using a condom requires 50 a year, and 30,000 

do use condoms per million of population, there is a requirement of 15 

million condoms a year in a country with 10 url.llion population. It will 

then be as cheap to produce at home as to import;:2-'But importation is to be 

preferred if the demand falls below S million a year, unless impossible for 

political ~easons. Countries that do not produce domestically should remove 

existing duties on private imports of contraceptive devices. 

Foreign exchange will be needed in larger proportions if and when the 

program uses mass media, transµ,rts many people, and keeps extensive records. 

The costs of justifiable office equipment may be not inconsiderable. But 

it is important that birth reduction officials do more than equip themselves 

with prestige items of furniture anq transport. 
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B. Preferences Among Methods 

There are two kinds of preferences among methods of birth reduction to 

be considered. There are the government's preferences. Then there are 

the public's preferences. Gover~ments may prefer to concentrate on a few 

methods having high effectiveness per unit cost -- always assuming that the 

methods it selects are more or less equally acceptable to the public. 

Governments may also wish,,to offer free choice of methods to as large a 

segment of their population as is possible. Participating couples may 

have even more varied preferences than what governments find it p9ssible 

or desirable to offer, and some of these popular choices may be quite 

uneconomic. 

Government Determination of 11Best 11 Method 

What criterion should be applied by government to recognize the fibest 11 

birth reduction method? 

Assuming alternative methods are equally acceptable, something can be 

said about the trade-off between biological effectiveness and resource 

economy. Except by coincidence, the 11best 11 method is not that which during 

some period: 

(1) minimizes pregnancies by a given group of fertile and exposed 
women (i.e., has the lowest 11failure rate"); 

(2) minimizes the cost of assisting a given group of fertile 
and exposed women to reduce pregnancies; 

(3) minimizes pregnancies from a given group of fertile and 
exposed women, all of whom must be assisted, from a given 
budget; and 

(4) minimizes pregnancies from a given budget. 
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Criterion 1 and 2 are grossly inappropriijte. Criterion 3 is a suboptimization 

of Criterion 4. And Criterion 4 in turn is a less invalid suboptimization 

of the true economic criterion described below as Criterion 5. 

Hypothetical, but not wholly unrepresentative data, are presented in 

Table 4 to explain the logic. Nine kinds of contraception -- including 

zero control -- are listed. These are: 1) withdrawal, 2) rhythm, 3) condom, 

4) foam tablets, 5) diaphragms, 6) pills, 7) IlJD's and 8) vasectomyo 

It cannot be emphasized unduly that both the effectiveness and cost nguestimatesn 

in this table need to be known for particular countries with far greater 

reliability, and should be obtained where lacking as soon as possible through 

sample surveys, etc. 

Table 4. Nevertheless, Table 4 purports in Column 1 to show 11starting" 

cost. This is a "fixed 11 or 11once for all 11 cost per couple assistedo It 

covers initial contact of an exposed and fertile couple, their contraceptive 

education, and perhaps the supply or insertion of some 11permanent" means that 

is biologically effective through many acts of sexual intercourse (e.go, 

vasectomy or IlJD). Both withdrawal and rhythm are here assumed to involve 

some II starting'' cost for contact and education. 

Column 2 gives annual costs per couple. These annual costs are nvariable" 

i.e., dependent on frequency -- in the case of condoms, foam tablets and 
20/ 

contraceptive pills.- If an IUD has to be removed periodically, for 

inspection, drainage, etc., a time-dependent cost is occasioned, which has 

an annual rate. 
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Column 3 gives a supposed 5 year cost per 100 couples. It is assumed 

that these 100 couples become participants in the program at a steady 

rate throughout the 5 years. Hence, Column 3 equals 100 times the sum 

of Column 1 and 2.5 times Column 2, because on an average each couple only 

has 2.5 years of variable cost. 

Column h gives expected number of conceptions, per couple over 5 years of 
21/ 

practicing birth control. Some of these rates are based en.studies.-

The assum€dconception rate of 2.0 per 5 years when no control is exercised 
22/ 

is a guess. Column 5 gives conceptions prevented for 100 couples over 

a phased 5 year period, in which 20 couples become participants in the program 

each year, and none terminate. Pregnancies prevented is obtained by 

multiplying the difference between expected pregnancies with contraception 

and expected pregnancies with zero control by 100. Hence, the guess about 

no control conceptions determines in part the absolute magnitudes of Column 5 

but not the ranking of alternative methods. 

Column 6 gives phased 5 year cost per conception prevented, and is obtained 

by dividing Column 5 into Column J. Some of these prevented conceptions may 

be only postponed. However, in the case of vasectomy (and to a lesser extent 

TIJDs and other devices), contraception once learned may be extended into 

future years beyond this period. 

Column 7 shows the number of thousands of possible 11customersn -- or 

couples assisted 
23/ 

period. 

from a given budget of $1 million for the em.re 5 year 
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Column 8 gives conceptions prevented in thousands, during the phased 

5 year program, per million dollars, and is obtained by dividing Column 6 

into one million dollars. 

Column 9 gives the number of births prevented per million dollars. 

This equals ColumI1 8 rrrultiplied by 1 minus the probability of a 0onception 

resulting in a miscarriage, abortion, still birth, and infant death during 

first week of life. For present purposes this probability has been set 

arbitrarily at .33 so that three pregnancies equal two births. 

Criterion 1~ Minimizing pregnancies by a given group of fertile and 

exposed women is not necessarily a valid criterion because there is :".lo 

resour·ce or funding constraint. In the abstract, the most biologically 

effective contraceptive means might be unjustifiably expensive, although 

this is unlikely to be the case if the 1igroup 11 comprises all women that might 

be assisted. However, if the II group"1 were 100 women out of a larger community 

of, say 2,500 women needing assistance, it would be wasteful to spend $400 

on vasectomies for their husbands (thereby preventing 98 pregnancies in 5 

years), when this sum could explain withdrawal to 1,600 couples (preventing 

1,072 pregnancies). 

Criterion 2: Minimizing the cost of assisting a giv-en gr·:mp of women is 

not necessarily a valid criterion because the same budget might pre·vent mor0 

pregnancies if used to give fewer women a more effective method of contra­

ception. This conflict does not occur in tho hypothetical cases of Table 4. 
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'rhere the cheapest way to assist 100 women is to instruct them and thtir 

partners in withdrawal. This costs $25, it is supposed. No othE:r n;etl1od 

has a superior cost effectiveness apparently., 

Criterion 3: Minimizing pregnancies for a given group of women with 

a given budget is not necessarily a valid criterion, if all the women mu.st 

be assisted and all the budget must be spent, because the method that appears 

best will, except by accident, not have the highest cost effectiveness. Thus, 

if $300 is to be spent on 100 fertile and exposed women, which means $3.00 

each, diaphragms would have to be used in these examples. Preg1"ancies 

prevented would be 71 over 5 years. But more pregnancies woi.:..ld ha-ve been 

prevented if the same $300 could have been spent on either fewer or more 

women. Thus, :$300 could finance the insertion of 200 Dills during a phased 

5 year program and thereby prevent 190 pregnancies. In this case the program's 

task is over-specified. Either the number of women to be assisted or thu 

available budget should be a "variable. 

Criterion 4: Minimizing pregnancies from a given budget is a tempting 

and sometimes valid suboptimization. The contraceptive method that satisfies 

this criterion will be the one having the highest effectiveness per unit cost. 

Such a method will also, of course, minimize the cost of reducing prE:gnancies 

by some stated number. 

·rhe more or less representative data of Table 4 indicate that withdrawal 

occasions the lowest cost of $ .3'/ per birth preventEd over the p,'l:rLd. This 

method permits the assisting of 4 "customers 11 per dollar. Hence over 2 

- 30 -



pregnancies are prevented -- always assuming 2o0 pregnancies per couple 

over 5 years with zero control. 

It may seem paradoxical that one of the biologically least effective 

should appear to be one of the most financially effective. Part of the 

explanation is, of course, that withdrawal is here supposed to be so inexpensive. 

The rest of the explanation is that this criterion is valid only if the budget 

is irrevocably fixed at the time of selecting a method. Determining the budget 

than determines the method. But what should the budget be? 

Criterion 5 -- The economic optimum: The fundamental economic optimization 

is not to maximize pregnancies reduced from a given budget (because the 

budget may be 11wrong11 ) or for a given size of group assisted (because it may 

be wasteful to assist no· more or no less than such a group of fertile men 

and women). The basic criterion is neither cost effectiveness rating 

(Criterion 4) nor contraceptive performance (Criterion l)o The proper 

objective of a government birth control program is to use resources and 

increase the budget until the cost of preventing the "last 11 pregnancies is 

equal to the worth 0£ doing so. 

Figure 1 explains what is meant. The vertical axis represents number 

of pregnancies over five years from a given population of 100 fertile 

couples. The horizontal axis represents phased 5 year costs of using one 

method or another. The points on this scatter diagram are derived from 

Table 1. They indicate the pregnancy reduction effect -- measured horizontally 

downwards from Point O, representing no contraceptive practices whatsoever _,,_ 

and the total cost for each pregnancy control method. 
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An efficiency envelope can be fitted to the left and lower points of 

this set of points. Points on this envelope are efficient. Points lying 

within -- i.e., above or to the right of the envelope -- are inefficient. 

Thus, accepting the assumptions of Table 4, withdrawal, IUDs, and 

vasectomies are efficient points. They dominate rhythm, condoms, foam 

tablets, and diaphragms. The pill is so inferior economically that, although 

reducing births more than all save two other methods, there is not enough 

horizontal (i.e., cost) scale to plot its point. 

It remains to determine which of the efficient points is 11bestu by 

the basic economic criterion. This entails a comparison of ratios of 

incremental cost to incremental conceptions prevented as one 11moves11 along 

the efficiency envelope of Figure 1. These ratios nrust then be compared 

with the supposed economic worth of stopping a conception. 

Consider the alternatives of withdrawal and IUD for example. Per 100 

couples assisted, IUDs cost $150 - $25, or $125 more, over 5 years. The 

incremental pregnancy reduction is 95-67, or 28. Thus the marginal cost 

to marginal effect ratio is $125/28 or $4.50. The extra cost of an extra 

pregnancy reduction is then $4.50 over this range of the envelope during 

a 5 year phased program. 

A change from IUD to vasectomy similarly occasions a ratio of 
24/ 

$250/3 or $83 per extra conception prevented.-
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These ratios must be compared with the 11worth 11 of postponing a conception 

for at least 2.S years on an average. A typical value from Table 1 is $ 56 

per birth postponed 2.5 years. However, if the ratio of conceptions to births 

is 3 to 2, the value of preventing a pregnancy is two-thirds this sum or $ 37 . 

Cost Effectiveness 11Hays11 

The cost effectiveness of any method can be illustrated by a ray from 

Point 0 in the figure to the scatter point representing a particular method. 

The steeper such a ray, the greater the effectiveness per cost of the method, 

Thus, in cost effectiveness terms, rhythm is superior to condoms and IUD's 

to vasectomy. 

So far it has been assumed that acceptors are homogeneous as regards 
25/ 

frequency of exposure, fertility, conditions of living, etc.- This 

supposition is unrealistic of course. Hence a practical birth postponement 

or prevention campaign must take into account these many differences. 

Preferences of Acceptors 

There is no reason to suppose that the few methods appearing 11best" to 

government will be the preferences of most participants. 

IlID. Although not many women in LDCts yet have experience of them, 

IUDs could well gain widespread acceptability. They can be used for 

11spacing 11 (postponing) childbirth. Cost and bother are not a function of 

frequency of intercourse. Hence they are well adapted to most young couples. 

Unfortunately, from 10 to 20 percent of women fitted with Hills may not retain 

them, or may complain of unusual bleeding or pain. Some women may be too 
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bashful to attend a clinic for an insertion, or it may be too far away, 

Women travel less widely than men in some countries. Thus any program 

should probably assume that a substantial fraction of participants, perhaps 

a majority, will not adopt IUDs for years to come. 

Condoms. The condom is often preferred by young men engaged in 

temporary affairs with women who have less ready access to contraceptive 

devices for their own use. And in most parts of the world premarital inter­

course is not uncommon. Moreover, this preference for condoms sometimes 

carries over into marriage, although a married man often prefers to have his 

wife take precautions. The cost of condoms is proportional to frequency of 

intercourse. And, apart from expense, supplies have often not been available 

in villages. 

Foam Tablets. For an established or married couple, where the woman 

is responsible for contraception and can obtain them, foam tablets have 

enjoyed reasonable popularity. Like condoms, cost per year depends on 

frequency of use. Unless well packaged, storage is a problem in a humid 

climate, for the tablet must be made so as to foam with the addition of 

little moisture. 

Pills. At present costs of production, unless there are substantial 

government subsidies, contraceptive oral pills are too expensive for more 

than a very small fraction of families. Cost per coitus of contraception 

is especially high for low frequency couples. Determining the day in each 

monthly cycle to stop taking the daily pill is too much for some users. 
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Also tiresome is having to take the pill for 20 days each month at the 

same time each day. Ordinarily contraceptive pills are available only 

upon prescription from a doctor. Currently they are available only in a 

few major cities and special sources in most LDCs. 

Diaphragm. The inconvenience of being fitted for a diaphragm is 

probably as great as having an IUD insertion. In addition a woman·must keep 

on hand a supply of jelly 9r other spermicide to use with it. Also a 

problem for any village woman usually living in crowded dwellings, is care 

in privacy of her diaphragm. Cost is practically independent of frequency 

of use. Presumably acceptance of diaphragms will tend to be limited to 

better housed and urban wives. And even in their case a diaphragm and jelly 

in future may be the first choice only of those who cannot retain an IUD. 

Rhythm. Determination of safe periods involves some record keeping at 

best. If monthly periods are irregular, complete safety can only be had 

by abstaining from intercourse for more successive days each month. Success­

ful adoption of the rhythm method, therefore, requires exceptional motivation. 

It does have the advantage of privacy however (see below). It is costless. 

And for some couples, because of religious doctrine, it is the only 

permissable method. 

Withdrawal. One of the oldestmethods of preventing conception, 

withdrawal requires self-discipline by the man, and possible frustration 

for the woman. It is a method that costs the couple nothing for devices. 

No supplies or records are necessary. Hence withdrawal is a method 
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especially suited to uneducated couples remote from stores or c:l.inics. 

More over., like rhythm method, withdrawal can be utilized with only the 

sexual pa~tners knowing. 'There is no need to purchase materials from a 

storekeeper who might gossip, or visit a clinic where one might be 

recognized, both of which can be important considerations for couples 

living in cultures placing a high value on fertility. 

Vasectomy. This operation should ordinarily be considered irrevocable. 

Therefore it can only appeal to men who are reasonably convinced that they 

want no more children. Such a man, especially if still having frequent 

intercourse, might prefer a single vasectomy at low, zero, or negative 

price, to repeated outlays for condoms, etc. This factor could be strongest 

in the case of established couples where the wife cannot retain an IUD. 

These bases for preference are summarized in Figure 2. Briefly, some 

methods do or do not have a recurrent money or bother II cost 11, do or do 

not involve clinic visits or device purchases that prevent 11privacy 11, 

and do or do not depend primarily upon the women. That some methods have 

far lower failure rates than others should rationally be an even more powerful 

element of preference, but such comparative rates are often unknown, and 

among the ignorant and uneducated there is probably a tendency to suppose 

that all artificial devices are sufficiently effective. 

Reconciling the Preferences of Government and Public 

The preferences of government and public may fortunately overlap to 

a degree, IUDs may prove to be a case in point, being economical for 
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government and convenient for acceptors. But there are also many ways in 

which presently disparate preferences can be rendered more coincident. 

One way is to inform. Differences in failure rates are not generally 

known, sometimes because these have never been ascertained for developing 

countries, but even information about occidental experience would be better 

than nothing. Many methods of contraception are still not known by name, 

let alone understood, and little information about the newest methods has 

yet reached a majority of doctors in less devaoped countries. 

Another way for governments to shape preferences is through differential 

subsidies, some methods justifying more assistance than others. Consider 

Table 4 estimates again. There is an advantage to government if 100 couples 

using foam tablets would switch to IUDs instead, for example. In 11 output" 

terms, there is the advantage of 37 more pregnancies prevented during a 

phased 5 year program. The advantage in resource cost savings is $500, 

or $5 per couple over an average of 2.5 years each. Government could well 

afford to grant financial subsidies of at least this amount to make IUD 

insertions more attractive. 

Any government program must also take into account reasonable sequences 

of contraceptive practice by men and women before marriage, during marriage 

while 11 spacing 11 births, and in later years when no more children are wanted. 

Successive use of the condom, IUD, and vasectomy is one such sequence. Often 

it is easiest to introduce a coupleto birth control by means of an 

occasional method requiring a minimum of involvement with clinics or 

officialdom. 



In countries with populations too numerous and dispersed to be reached 

immediately save through mass media, and pending such time that more 

biologically effective methods can be explained and provided them, 

governments could well consider widespread 11education 11 about withdrawal. 

Its effectiveness per unit cost is probably among the highest. For many 

rural families it could also serve as an introduction to better methods 

later. 

c. Resource Costs and Bonuses to Increase Acceptance 

Perhaps the most important policy dilemma facing governments anxious 

to reduce births is whether or not actively to encourage family planning 

within their countries. It is of little significance that $X worth of 

resource may be several hundred times more effective in raising per capita 

incomes if used to reduce births, rather than to increase output, if couples 

of procreative age will not cooperate. Resources can only be used in this 

much more effective role of reducing births to the extent that these men 

and women come to want family planning. So an important question is 

whether to use extra resources for 11education 11 • 

The present fact that very few couples in LDCs practise birth control 

must largely be due to a combination of unwillingness or inability. Many 

occidental observers suppose that the main explanation is inability, although 

occidental populations reduced their birth rates when none of today's more 

effective methods were available. Other analysts have suggested that 

unwillingness -- or at least ignorance of methods -- is a more frequent 

reason. 
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Using Resources for Popularizing Reductions 

It may be shown eventually that knowledge and acceptance of family 

planning methods in LDCs will spread by word of mouth and force of example. 

Some reliance must be placed on this happening. But it is questionable 

whether there is time in some of these countries not in addition to use 

resources to popularize family planning in general and superior methods 

in particular. 

Certain kinds of couples are easier to persuade than others. Couples 

mo have four surviving children already are more susceptible to persuasion 

as a rule. But to fit the woman of such couple with an IUD, or perform 

a vasectomy on the man, is to achieve a limited success. Here is another 

policy question of some importance. Should government give prior birth 

reduction assistance to those who want and are likely to have fewer additional 

children, or should it urge the more permanent kinds of contraception upon 
26/ 

those who are still relatively young and have small families.-

There are many media for changing public attitudes, all the way from 

films to personal discussion. In many contexts the impersonal approach 

through mass media may be more effective than direct face to face "persuasion 11 • 

The latter could have adverse effects until such time that a couple is 

more or less 11ready 11 psychologically. Most programs will have to use a 

variety of 11educational 11 means. All these efforts to encourage couples to 

practice contraception must use valuable resources and are hence expensive. 
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In making cost effectiveness comparisons among different contraceptive 

methods, and in applying the economic criterion to determine what kind of 

methods government can properly afford to press, it is total resource cost 

that matters. Thus it is the costs of creating ability plus willingness 

to reduce births that must together be compared with the worth of preventing 

a birth. Resources are resources, however employed. 

Financial incentives for program workers 

Not all the doctors, paramedics, nurses, midwives, samplers, clerks, 

etc., who work in LDC birth reduction programs will be highly motivated. 

Many of them will be poorly paid, partly because their basic wages must be 

compatible with general civil service wage structures. Moreover, fear of 

dismissal from government jobs is usually remote in developing countries, 

where employment often depends on nepotism or politics. 

Thus payment of a "finder's" fee to staff workers and others who 

11introduce 1' birth control participants to the program might be tried. 

For many reasons it is important that village midwives do not spread 

adverse rumors or otherwise work against the program. As a successful 

birth reduction program would impair their livelihood, this could well 

happen. Some way should be found to train the more intelligent, educated, 

and reliable of these to assist in gathering information, introducing women 

to the program, and perhaps even insertingIUDs, all for a unit fee. 

Financial incentives might also stimulate the distribution of condoms, 

foam tablets, etc. These could be supplied free by clinics as 11wholesalers 11 
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to midwives, country general stores, and travelling paramedics. These 

agents would be encouraged to 11retailfl these devices at a moderate stated 

price - printed on the wrapper possibly. The profit margin would encourage 

retail storekeepers, midwives, etc., to explain the advantages of contraception. 

Financial incentives to attract participants 

There is another way of inducing couples to practice birth reduction that 

should be effective in some circumstances and which involves few resource 

costs for administration. That way is to offer bonuses to participants. 

Ordinarily bonuses involve a transfer payment without resourc~ costs. 
27

/ 

Equity of bonuses 

Taxpayers, who contribute to government the bonus that it pays, lose 

the purchasing power transferred through government to birth reduction 

volunteers. Why volunteers may have to receive a bonus needs no explanation. 

But is it equitable that taxpayers in general should be forced indirectly to 

pay the bonus? 

In a society in which each married couple and their young children were 

exactly self-sufficient financially, on balance being neither a net contribu­

tor nor net recipient of aid from the State, levying taxes for bonus payments 

would well be considered inequitable. If such a family wants to have many 

children, and is prepared subsequently to consume less per head within the 

family, that might be considered its affair. And one would suppose that 

enlightened self-interest would be a sufficient inducement, without any bonus, 

to limit its progency. 
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This is not, however, the case in truly emerging countries. It is 

other taxpayers than the parents who finance the education of the children 

of a large family. It is taxpayers who often pay for subsidized food 

grains available at low price on ration to families that have too many 

mouths to feed. Although each working class family may not realize it, 

every extra child that another family bears and rears will reduce the 

productivity and earnings eventually of the first family's children. The 

more other people have children the more expensive one's own food becomes. 

In over populated countries, it is anti-social of a couple to have more 

. 28/ 
than three living children.-

It is in the libertarian tradition that private parties who act 

against the public interest should be induced by taxes or subsidies -

rather than be compelled by police - to behave more in accord with society's 

interests. Thus industrial communities suffering from air pollution have 

taxed themselves to subsidize neighboring factories that install smoke . 
abatement equipment. There is no obvious reason in equity why the people 

of a nation should not protect themselves, by transfer payments through 

their government, against families that threaten them economically by 

over breeding. 

Specific bonus plans 

Can such bonuses be large enough to persuade, and yet be economical, 

however? How large such bonuses can be depends upon the 11worth 11 of prevent­

ing a birth, as described above. Bonuses would pTesumably be larger in 

the case of young married couples who already have no more than one or two 
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children than in the case of older couples possessed of numerous children. 

29/ Payments for vasectomy -

Of all contraceptive methods available vasectomy can most obviously 

be rewarded with a bonus. If more detailed information were available 

regarding family formation, it should be possible to estimate the additional 

children that couples would be expected to have depending on their age, 

number of children, occupation, religion, etc. A vasectomy bonus could 

then be the "worth" of preventing a birth (say $150), times the additional 

children otherwise expected (say 3), minus discounting for probable spacing 

of births (maybe 3 years apart). All this might indicate a bonus approach­

ing $325 for a vasectomy now. Such a sum, in terms of per capita income, 

would be analogous to around $10,000 in the United States. Such a bonus 

would guarantee that most adult males would soon try to learn about this 

operation. And the more who know, the more will be inclined to volunteer.JO/ 

Non-pregnancy paYJnents 

Bonuses can also be paid economically to married women who remain 

non-pregnant. 

If a woman were of an age group having a .25 annual fertility rate, 

and the value of permanently preventing a pregnancy were $120, she could 

earn $30 a year by remaining non-pregnant. To do so she would have to visit 

a clinic every 17 weeks (i.e., h months), plus or minus a few days, for an 

examination taking a few minutes of a doctor's time to "prove 11 non-pregnancy. 

Each L month successful examination would earn the participant $10. This 

would be credited to an account in her and/or her husband's name. When 
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this account, with interest, reaches the supposed value of permanently 

preventing a birth, subsequent payments would be made in cash. As the 

woman graduates to older age groups with lower fertility rates, the bonus 

would decrease. Accumulated credits would be paid-out as soon as completion 

of menopause, or age of 50, or her demise. Should a woman not appear for 

examination, or prove pregnant on reporting, a varying fraction of her 

credits would be cancelled. 

The main defect of such a non-pregnancy bonus plan is that it would 

occasion resource costs amounting to a substantial fraction of total bonus 

payments. But it has the advantage of not being as irrevocable, and probably 

far less repugnant, than bonuses for vasectomy. Also, to qualify for a 

bonus, each woman and her spouse can practice any method of contraception 

that their religion, culture, or other preferences dictate. 31/ 

How persuasive are bonus payments in attracting participants? 

One question to which there can be no answer without experience is 

the degree to which bonuses will evoke voluntary participants in birth 

control programs. 

The supply schedule of vasectomy volunteers, or of women seeking 

non-pregnancy payments by submitting to periodic examinations at a clinic, 

is quite uncertain. The only possible government policy is to experiment, 

beginning with bonuses almost as high as it can economically afford to 

pay, so that practically the entire worth of preventing a birth goes to 

the volunteer. Subsequently, as public acceptance and understanding 

increase, there could well be an increasing number of people seeking 
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contraceptive assistance. At such a time the government might lower its 

scale of bonus payments. This would give a larger fraction of the benefits 

of birth reductions to the economy at large. Moreover, if government clinics 

and medical personnel prove too few to meet the demand, the volunteer supply 

would have to be reduced in the market sense through lower "prices". And 

it is even possible that a policy of slowly reducir:g bonuses might stimulate 

32/ a small speculative supply.-

In any event, although bonuses for participation will never substitute 

for "educational 11 campaigns, they would seem to have a role at some stage 

in any large birth reduction program. The great merit of such bonuses is 

that they are transfer payments am not resource costs. Hence, the evolving 

operating pattern for a national program may prove to be (1) extensive mass 

media offering impersonal explanations of "why", (2) subsequent offers of 

bonuses to those who "do", and (3) clinics, mobile units, and midwives, etc., 

directly to provide the "how11 • 

CONCLUSIONS 

1. Resources devoted to reducing the number of births that would otherwise 

occur can contribute many times more - perhaps several hundred times more -

to raising per capita income than other resources of equivalent value invested 

in conventional development projects that increase output. 

2. In the poorest LDCs the present discounted value to its economy and 

inhabitants of permanently preventing a birth may be once '.to twice· 
times more than annual per capita income. The value of postponing a 

birth by one year may be from haif income· ,per ·head ,in' such, countries; ,These values 

- 45 -



are based mostly on the consumption costs that dependent and unproductive 

children ordinarily incur. 

3. Preventing conceptions requires that fertile couples are or become 

~ and willing to procreate less. A government can provide ability only 

through using resources. But part of the financial cost of promoting 

willingness can constitute resource.-free bonuses that are transfer payments. 

4. The costs of preventing conception during a phased five year program 

depend on contraceptive method used and are uncertain. Any cost estimates 

are most sensitive to a variety of assumptions. Perhaps the more economical 

methods involve a cost of about $3 per prevented birth over five years. 

5. There are two valid economic criteria for selecting the 11best 11 contra­

ceptive method. A cost effectiveness ratio, relating births prevented to 

necessary resource costs, determines the most efficient method given a 

budget. A higher optimization, treating the budget as a variable, would 

select among 11efficient 11 methods that which yields a marginal birth reduction 

to marginal resource cost ratio approaching the value of preventing a birth. 

A method having moderate biological effectiveness -- such as withdrawal 

may have tre best cost effectiveness ratio. But the higher optimization 

would reject withdrawal and might select TIJDs. In practice, several methods 

must be offered. And what is 11best" in terms of cost and acceptability 

for one couple may not be for another. 

6. The extent to which resources can be invested in improving the ability 

of fertile couples to have fewer children is limited by the willingness of 

such couples to participate in a birth reduction program. Hence, because of 
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the fantastically high returns on resources invested in reducing births 

to raise per capita incomes (#1 above), it is economical to incur costs 

to make birth control more acceptable. Some of these costs may also be 

resource costs - for mass media, lecture, etc. 

7. Other costs may be bonuses that are resource free. Bonuses can be 

given to women who remain non-pregnant - by whatever means they prefer. 

Bonuses amounting to several hundred dollars can be paid in cash or kind 

to certain men volunteering for a vasectomy. And other financial incentives 

can be accorded doctors, midwives, etc. 

8. For a II typical" LDC, halving the natural increase rate from 2 to 1 

per cent a year cOlid require a one-third reduction in fertility rates. 

A birth control program to this end would have to include about one-half 

of the fertile women as participants - or their sexual partners. Thus 

roughly 8 per cent of the population would have to become involved in any 

month or 12 per cent over a 5 to 10 year period. 

9. For a phased 5 year program of this scope, the annual resource cost of 

providing the ability to reduce birth rates by a third could very roughly 

be about $1.00 for each participant depending on the mix of methods used. 

This approximates 10 cents per head of population a year. Other resource 

and financial costs to popularize family planning might increase these very 

rough estimates by two, three, or more times. The cost per capita of a 

really large program, implemented within 5 to 10 years and involving millions 

of people now largely apathetic, ignorant, and occasionaly hostile, can 

only be intelligent guesswork. 
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10. A cost of 10 cents per head of population annually would constitute 

a very low percentage of total development expenditures in many LDCs with 

population problems. Examples are India 1.2 per cent, Nigeria 2 per cent 

and Taiwan 0.4 per cent. A national program of this scope, in terms of 

U.S. assistance only, would constitute small percentages also: examples 

are Brazil 5 per cent, Pakistan 3 per cent, and Turkey 2 per cent. 

N.B. All estimates in this paper could be wrong by a factor of two., They 

will be refined so far as possible during coming months. The object of 

this paper is not to furnish parameter values but to establish a sound 

method or viewpoint for future use by others. 
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FOOTNOTES 

1. Historically, given special circumstances, a rapidly increasing 
population can be advantageous economically. Thus, Canada's population 
at the turn of the century was growing at a rapid rate. This was not 
a disaster because birth rates were low, death rates were even lower, 
much of the population increase comprised immigrants reared and trained 
at the expense of other countries, capital inflows accompanied this 
labor inflow, and natural resources abounded. 

2. This approximation is more likely to be true the more closely factors 
of production are rewarded according to their marginal productivity. 

3. This would be consistent with a savings rate from gross income (AK/v) 
of 9 per cent and a not atypical K/v ratio of 1.5 for one year. 

4. The true rate of return on capital in this example -- not the IGOR 
accordingly about 14 per cent a year. 

5. Thus some MDCs have savings to income rates of over .2. But they 
typically also have higher K/v ratios. So %AK for an MDC is not necessarily 
greater than for an LDC. 

6. Old age dependency used to be of little significance when life expectancies 
at birth were only 30 odd years in some of the Less Developed Countries. 
Today these expectancies are more like 50 and 60 years. And in most poor 
countries something like 5 per cent of the male population are60 and •over. 

7. In such a country, for every sample 100 persons, there is an aggregate 
output worth $10,000. Suppose 8 per cent or $800 of this is saved. If 
roughly 40 persons are children under 15, consuming $60 worth a year 
on an average, this leaves $113 annual consumption per head for the 60 
adults over 15 years. This is comparable with Professor Hoover's 
estimate that children under 10 consume .50 and .45 respectively of adult 
women and men. 

8. A further benefit from reducing the number of dependents, but of second 
order importance, is that some small fraction of the consumption 
so 11released 11 may be invested in capital assets. If 8 per cent of say 
$60 released is invested, and this investment of $4.80 each year in turn 
earns 15 per cent a year compounded, additional assets worth $268 will 
have been accumulated at the end of 15 years. At 15 per cent rate of 
return, this would provide extra income from capital worth'$40 after 15 years, 
and having a present discounted value of about $4.80. 



9. Of course there is no "typical" infant. It is either male or female 
for example. So estimates have to be made in terms of a representative 
sample of, say a thousand infants (as described below). 

10. This method of estimating the negative economic value of infants at 
birth was first developed for India and published in the Review of 
Economics and Statistics ("The Gains to India from Population Control", 
May, 1960.) 

11. A more precise statement of what is meant by "worth", and especially 
"worth to whom11 , is included below ( pp. 41,42). 

12~ This argument was first presented by the author in Economic Development 
and Cultural Change (11The Economics of Government Payments to Limit 
Population 11, June 1960.) 

13. This implicit misallocation of resources compares investment in capital 
with accidental 1'investments 11 in population quantity and not quality. 
The rate of return on education and health in improving population 
quality may be very great. In many instances they are undoubtedly 
higher than the usual returns on industrial and agricultural capital 
investments. 

14. A vasectomy sterilizes the male by cutting the vas ducts. This operation 
can be performed quickly under a local anesthetic and does not require 
hospitalization. IUDs or intra-uterine devices, can be fitted in ten 
minutes or so: unless expelled involuntarily, they are the almost 
perfect contracept~ve for couples who want to nspace" their children. 

15. An average value for f over 7.5 years is taken because in this example 
N is 15 years. In a more accurate formulation the average survival 
rate to 7.5 years of age should be multiplied with f. Second generation 
effects are ignored. 

16. BecauseAP/P is a stock, and ./!iy/y a flow, this ratio increases 
proportionately with the length of the assessment period, N. 

17. This comparative effectiveness ratio was advanced by the author in 
"Government Bonuses for Smaller Families 1i, Population Review, July 1960. 

18. In translating failure rates of contraceptive devices into numbers of 
pregnancies the concept of 11ovulatory ratio", that is the ratio of the 
pregnable period to the interval between births, is most useful and 
indeed necessary. 
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19. A more serious questbn than cost may be whether high enough quality 
control can be maintained in production. 

20. In estimating variable costs for Table 4, an annual coitus frequency 
of SO has been assumed. 

21. The rates for withdrawal, condom, diaphragm (cap), rhythm, and IUD 
are based on data published by the Population Council and the 
International Planned Parenthood Federation, but for groups of 
women whose experience may not be very pertinent to LDCs. 

22. A five year conception rate of 2.00 involves lower exposure frequencies 
and higher Pregnancy wastage than often assumed. 

23. This is assumed to be a phased 5 year program, with the same number 
of participants being added each year, with no terminations. Thus the 
annual "variable" expense will increase each successive year. The 5 
year budget is not expended at a uniform rate. 

24. Application of the economic criterion to IUDs and vasectomies is not 
affected by uncertainties regarding the number of conceptions there 
would be if no controls are practiced. 

25. This discussion of economic criteria is essentially a consideration 
of a three dimensional surface. The vertical axis can represent 
numbers of pregnancies (or births). One horizontal axis represents 
cost. The other horizontal axis represents number of women (or their 
spouses) who are participating. In other words, graphically the µ-oblems 
include Figure 1, with an additional dimension (numbers of women). 
The economic optirrrurn has three attributes. The total budget must be 
right, the number of women (or their spouses) participating must be 
right, and the method must be right. This optimum point on the three 
dimensional surface is determined by applying to it a plane represent-
ing the worth of a pregnancy (or birth) prevented. 

26. Greater effectiveness per dollar of resources may in tima come from 
concentrating on the 11harder 11 cases of acceptance. 

27. A transfer payment is a payment for something other than productive 
services and does not ordinarily affect output of goods and services. 

28. Within extended families so typical of many LDCs there is an artificial 
economic incentive to have excessive children that can best be countered 
by a bonus perhaps. In these families young married couples live within 



• 

the household of either the husband's or the wife's parents. In that 
household there will be other young married couples. All contribute 
labor and outside earnings to the older head of the extended family. 
Under these circumstances each extra child that a young couple has 
affects their consumption, and that of their own children, only a 
little. All their children's cousins and aunts and uncles then eat 
less too. However, when the;;outhful parents have become old, their 
children will be grown and mature enough to support them in their 
last years. Hence, to the couples having them, infants are not nruch 
of an immediate liability and potentially are an asset. A counter­
vailing bonus, especially if held in trust, bearing interest meanwhile, 
and denominated in real terms as a safeguard against inflation (e.g., 
sacks of grain), might prove effective if generous enough. 

29. There is a strong atavistic repugnance attached to the idea of repro­
ductive powers being "sold". It is generally considered proper to 
spend resources to persuade a man but not to give him m~ney directly. 
Thus bonuses might have to be paid in kind rather than in cash -
examples being so many extra years of schooling for the eldest boy, 
equipment for~riculture of equal value, etc. 

JO. In India modest compensation is paid to vasectomy volunteers who have 
the consent of their spouse and some living children. This payment 
is ostensibly to compensate for loss of work following the operation. 
But sick leave is not necessary and the payment is in a reality a bonus. 

31. Credits are temporarily blocked to ensure that a bonus based on 
permanently preventing a birth is not paid out in cash to a woman who 
it later proves has only postponed a birth (see 11The Gains to India 
from Population Control: Some Money Measures and Incentive Schemes11 , 

Review of Economics and Statistics, May 1960). 

32. It is to be hoped that favorable reactions to the program will over 
time increase the number of exposed women and their men who wish to 
participate in birth reduction programs. If the supply schedule of 
volunteers shifts to the right, the bonus can be cut. The elasticity 
of supply is most important because, if bonuses are offered to anyone, 
they must be available on equal terms to everyone. 
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ANNEX I 

DETERMINING PRESENT VALUE OF RELEASED CONSUMPTION 
BY REDUCING CHILD DEPENDENCY 

For any given discount rate, the present value of the consumption 

11released" by having 100 fewer infants born, is the sum of values estimated 

for each year of age from Oto 15. 

Each armual value is the product of the number of children surviving 

from 100 born, times its assumed consumption for that year of age, times 

one minus the discount factor compounded by age in years. Survival rates 

are tabulated below and are considered representative. 

Consumption rates were adjusted so that children under 15 on an 

average would consume .6 of what an adult male does and .67 of what an adult 

female does: they are also tabulated below. 

The calculations are given in the attached table·for a country in 

which it is assumed the annual income per head is $100 of which $8 is saved. 



PRESENT VALUES OF RELEASED CONSUMPTION 0-15 YEARS OF 100 BIRTHS PREVENTED, 
• AT DIFFERENT DISCOUNT RATES 

(1) (2) (3) (4) (S) (6) (7) (8) (9) 
Survivors Consumption Discount Rates Compounded Present Value of Consumption Released 

Age per 100 Per Head 10% 1;% 2dj; IO% I5% ~0% 
(00) (00) (00) 

0-1 90 $1J. :3 · .909 .870 .833 $ 9.2 $ 8.8 $ 8.4 

1-2 88 45.0 .826 .756 .694 32.7 29.9 27.5 

2-3 87 51.8 .751 .658 .579 33.8 29.6 26.1 

3-4 87 56 • .3 .683 .572 .482 33-4 28.0 23.6 

-4-5 86.2 60.8 .621 .497 .402 32.5 26.0 21.1 

S-6 85.4 65 .3 .564 .432 .335 31.4 24.1 18.7 

6-7 84.6 68.6 .513 ;376 .279 29.8 21.8 16.2 

7-8 83.8 72 .o .467 .327 .233 28.2 19.7 14.1 

8-9 83 75-4 .424 .284 .194 26.5 17.8 12.1 

9-10 82.s 78 .8 .386 .247 .162 2s.1 16.0 10.s 

10-11 82 81.0 .350 .215 .135 23.2 14.3 9.0 

11-12 81.5 83 . .3 • .319 .187 .112 21.6 12.7 7.6 

12-13 81 85 .5 .290 .163 .093 20.1 11.3 6.4 

13-14 80.5 8'1 .8 .263 .141 .078 18.6 10.0 s.s 

14-15 80 90 .o .239 .123 .065 17.2 8.9 4. 7 

TOTAL PRESENT VALUES 383.3 278.9 211.s 
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PREGNANCIES 
(5 YEARS) 
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Source: Table 1 

FIGURE 1 

HYPOTHETICAL PREGNANCY REDUCTIONS AND COSTS ASSOCIATED 
WITH DIFFERENT CONTRACEPTIVE METHODS 

PER too ACCEPrORS 

(Phased 5 Year Program with Average Participation 2.5 Years) 

$l00 1 

7, 

~---------8 

200 1 300 • 4001 sod 

0 No contraceptive 
1 Withdrawal 
2 Rhythm 
3 Condom 
4 Foam tablets 
5 Caps 
6 Pill (not shown) 
7 IUD• s • 4. 
8 Vasectomy 

•. 3 

TOTAL 5 YEAR COST (ASSUMING WILLINGNESS) 



FIGURE 2 

FACTORS DETERMINING PREFERENCES OF ACCEPTORS 

IUD Condoms Foams Pills Diaphragm Rhythm Withdrawal Vasectomy 

Requires Regular Supplies X X X X 

Must Visit Doctor X X X X 

Record Keeping Needed X X 

Costs: Zero X X 

1'once for all" X X 

Frequency Dependent X X 

Time Dependent X X 

11Privatett X X 

Has Catholic Approval X 

Irrevocable X 

Responsibility: Male X X X 

Female X X X X 

Both X 

• 

) 



TABLE 1 

ILLUSTRATIVE EXAMPLES OF THE ECONOMIC WORTH 
OF PREVENTING OR POSTPONING A BIRTH 

Annual 
Discount Rate 

.10 

.15 

.20 

(Income Per Head 

Permanently 
Preventing 
A Birth 

(1) 

383 

279 

212 

$100 Yearly) 

Postponing A 
Birt~ One 
Year' (Per-
haps Forever) 

(2) 

77 

56 

42 

➔1- Col. 2 = Col. 1 x fertility rate ( .20 assumed here) 

Postponing A 
Birth Exactly 
One Year Only 
( 11Spacing 11 ) 

(3) 

36 



TABLE 2 

COST PER ACCEPTOR AS FUNCTION OF CHOICE OF METHOD 

5 year¾- Method Mix Method Mix Method Mix 
Cost per # 1 # 2 # 3 

Method Acceptor Number Cost Number Cost Number Cost 

IUD $ 2.00 20 $40 70 $140 50 $100 
·Vasectomy $ 4.00 10 40 10 40 20 80 
Condoms/Tablets 12.75 70 892.5 20 255 30 382.5 -- --

5 year cost $972.5 $435 $490.5 

5 year cost per acceptor 9.72 4.35 4.90 

Annual Acceptor cost 1.94 .87 .98 

* Source: Table 4 

♦ 



Country 

Brazil 

Colombia 

India 

Korea 

Mexico 

Nigeria 

Pakistan 

Taiwan 

Tunisia 

Turkey 

Col. 1, 
Col. 2, 
Col. 3, 
Col. 4, .. Col. 5, 
Col. 6, 
Col. 7, 

) 

TABLE '.3 

ESTIMATED COST OF MAJOR FAMILY PLANNING PROORAMS RELATIVE TO 
U.S. ASSISTANCE AND NATIONAL DEVELOPMENT 
BUDGETS FOR SELECTED COUNTRIES IN 1964 

Est. Cost Economic Development Program Estimated Family Planning 
Family Total Program Cost Relative to: 
Planning u.s. Coop.Country• s Developmental U.S. Total 

Population Program Assistance Contribution Expenditure Assistance Develop. Exp. 
( 000,000) l ooo, 000 yr. ) (000,000) (000,000) (600,000) 

(1) (2) (3) (4) (5) (6) (7) 

80 $ 8.o $152 $1,675 $2,043 .052 .004 

16 $ 1.6 $ 80 $ 178 $ 334 .020 .005 

470 $47.0 $837 $2,300 $3,921 .056 .012 

28 $ 2.8 $ 34 $ 66 $ 105 .083 .027 

40 $ 4.0 $ 23 $ 398 $ 412 .170 .010 

42 $ 4.2 $ 46 $ 139 $ 227 .090 .019 

107 $10.7 $392 $ 612 $1,064 .027 .010 

13 $ 1.3 $ 15 $ 129 $ 149 .084 .009 

5 .5 $ 38 $ 142 $ 200 .013 .002 

30 $ 3.0 $177 $ 301 $ 538 .017 .004 

1964 estimates. 
population xlO cents. 
U.S. owned local currency expenditures during FY 64 plus U.S. dollar obligations for the same period. 
obtained from C 3 Revenue and Expenditure tables in the Country Assistance Program books. 
includes U.S. assistance, coop. country's contribution, and expenditures from ether external aid sources . 
Col. 2 divided by Col. 3. 
Col. 2 divided by Col. 5 

.............. 
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1. 

2. 

3. 

4. 

5. 

6. 

7. 

8. 

Zero Birth 
Control 

Withdrawal 

Rhythm 

Condom 

Foam Table ts 

Diaphragms 

Pills 

IUD 

Vasectomy 

TABLE 4 

HYPOTHETICAL COSTS AND EFFECTIVENESS OF ALTERNATIVE CONTRACEPTIVE 
MEASURES DURING A PHASED FIVE YEAR PROGRAM 

(1) (2) (3) (4) (5) (6) (7) 
Phased 5yr. Number 

Fixed Variable Phased 5 Expected Prevention Customers 
Starting Annual Year Cost 5 Year of Pregnan- Cost per Assisted 
Cost per Cost per per 100 Pregnancies cies per Prevented per $1 m 
Couple Couple Couples per Couple 100 Couples Pregnancy (000) 

$ .o $0 $0 2.00 0 0 0 

.25 0 25 .75 67 .37 4,000 

.50 0 50 1.3 35 1.4 2,000 

.25 2.5 650 .58 71 9.2 154 

.25 2.5 650 .84 58 11 154 

2.50 .2 300 .58 71 4.2 333 

.so 8.o 2050 .20 90 23 49 

1.0 .20 150 .10 95 1.6 667 

4.0 .o 400 .05 98 4.1 250 

(8) (9) 

Pregnan- Births 
cies pre- prevent-
vented per ed per 
$1 m (000) $1 m (000) 

0 

2,700 1800 

715 477 

109 73 

91 61 

238 160 

h3 29 

625 417 

244 163 

N.B. These magnitudes are good at best to one significant digit. The variable costs assume about 50 exposures 
a year. Fiscal starting costs include lleducation" of the subject plus cost of supplying and perhaps 
inserting any 1ipermanent 11 device good for many exposures. No account is taken of possible deaths or 
reconsorting during the year. Two-thirds of all conceptions are assumed to result in early mis­
carriages, abortions., or neo-natal deaths. No allowance is made for drop-011-ts. Practically, because 
of uncertainties regarding costs and performance, these assumptions have limited significance. 
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DEPARTMENT OF STATE 
Counselor and Choirman ·; .• • 

Policy Planning Council 
. Woehington . 

April 16, .1965 

TO: Planning Group Members 

SUBJECT: Planning Group Meeting. 
Thursday, April 22 2 1965 3 12:00 noon. 

At the P_lanning Group meeting 1next Thursday, 

April 22, 1965, we will.have with us Mr. C. G.-Woodard, 

External Affairs Policy Planning Officer ·of Australia, 

to discuss long-term· problems of secur~ty·: in Laos, 

Viet Nam, and Thailand. 

• OECl.ASS\FlED 
e.o. 13292, Sec. 3.4 

-~ NARA, Date /~'l.,~f 

<JOHFi f)!N'f IAb -

w. Rostow 



SECRICT 

DEPARTMENT OF STATE 
Counselor end Chairman 

Policy Planning Council 

Wesh1ngton 

V 

April 12, 1965 

TO: Planning Group Members 

SUBJECT: Planning Group Meeting 
Thursday, April 15, 1965, 12:00 noon. 

At our Planning Group meeting this Thursday we will 

discuss the attached paper, ''Pakistan and Communist 

China, April 1965," prepared by David Linebaugh of the 

Policy Planning Council. 

'} 
jf · Rostow 

Attachment 

-SECRET 

This memorandum may be downgraded to Limited Official Use 
when attachment is removed. 



TO: 

-•. ·:JOUGH: 

FROM: 

SUBJECT; 

DEPARTMENT OF STATE 
Counselor and Chairman 

Policy Planning Council 

Was~,ington 

April 3, 1965 

The Under Secretary 

S/S 
( 
I' 

S/P - W.ifW. Rostow 

Your Speech Before cri.e Aovertising Council. 

At dinner last night Ted Repplier had this advice to 
pass on concerning your presentation and Secretary McNamara's 
on April 5-6 to the Advertising Council. 

1. Within the highly influential group of men repre­
sem:ed in the Advertising Council, there is the most profound 
L~easiness about U.S. policy in Viet Nam. These are 
e3sentially conservative men, not inciined to question a 
?resident on national security matters. 

2. The source of thei:r. uneasine~ ;i. the fear that 
policy is exclusively "military" and ti,i, e do not have 
l· c~d and attainable political objectives. They fear, there­
iore, thac we will move,.·~wards a full-scale war. 

3. Specifically, it app4,{s important to nail down the 
following: 

..,..,; 
real as 

.. ~ 

a. ft.,.e the 
tne crossing of 
• . ' 

... ,. 

form of a1gression we face is.just as 
the 38th parallel in Korea; 

' • -.J..11>. .,. ., 
and moral; 

That our objectives are limited, lucid, legal, 

., .... 
c. That·we are, of course, prepaied to face any 

level of escc.lation, they may mount, but, as of the monent, 
there is reasonable .hope that neither Russia nor Cornn unist 
China wil iatervene massively; and 

d. We are, o~ course, 0~2n to negotiation, but 
we cannot negotiate or .. ti.·e basis of a prior withdrawal of 
U.~ forces. Nevertheless, the pol~tical dimension of this 
pr.:>Dl~m is being given s:.1s tained and seri ·1...1s -;:~_os.1gi1::. 
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In additio~, it might be worth discussing the sequence 
of coups in Saigon as representing part of. the polh:ical 
devel.:)pment process in a developing country rather than the 
2xistence of any substantial groups in the political life 
of the country,who wish to turn South Viet Nam over to 
Hanoi. 

cc: FE - Mr. William Bundy 

' ~ 
I' 
I 

l· 
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