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Putting the Ivy into Policy:
Academics

and the Alliance for Progress

Developing Policies

During a 1996 presidential debate, Bill Clinton
rernarked that his economic plan was better than that
of his rival, Bob Dole: “Everybody who’s looked at it
[Dole’s economic plan |, 500 economists, seven Nobel prize
winters, say it’s bad for the economy.’" It is easy to assume
that Clinton was merely using this sound-bite to paint
a technical gloss on something that he knew litte
about; he could only hope his own economic plan
would succeed. To many, Clinton’s nod to academia
was not a statement of the irrationality of Dole’s plan,
but an attempt to buy American votes. Or was it?

In some circles, the two most vilified sectors
of the country are the cloistered academics and the
all-powerful, invisible policy-makers. Academics
produce reams of theories, observations, and reviews
which are often maligned for being directed at a small
audience. Frequently, theoretical research is de-
nounced for having little application in the “real-
world,”* yet policy is inherently involved in the “real
world” Most economic and foreign policy is devel-
oped in a largely secretive fashion — resulting in
final policies that are often perceived by outsiders
(including academics) as “random.”

Many observers bemnoan the fact that economic
policies seem to be developed ad hoc or based on seem-
ingly random negotiations. One cannot understand
economic policy formation by assuming that eco-
nomic policy-makers of all countries attempt to
model the way their citizens would best benefit from
trading arrangements. Economic policies can be more
accurately represented by the use of “indifference
curves” of various actors, who endeavor through ne-
gotiations to find a solution that is part of a “core”
set of “win sets” that is mutually beneficial to all
negotiators.” Afterwards, actors may attempt to jus-
tify their actions via “theory” to the academy, “po-
litical Jogic” to their colleagues, and “common sense”
to the masses.*

This “garbage can” model of post-facto justifi-
cation has discouraged political theorists from ana-
lyzing political systems from a purely “rational-ac-
tor” perspective. Rather than simply doing what is
perceived as best for the country, actors advocate po-
sitions that are best for themselves. However, only if
a state’s institutions are functioning efficiently will
the maximum utility for an actor be the same as the
maximum utility for the state. The assumption that
actions can be explained or predicted without cred-
iting their actors with complex Jong-range political
or economic models lends credence to the view that
economic and political actions can be modeled by
mice attempting to reach similar arrangements with
other rodents.

Policy-making institutions account for a stz-
able number of subscriptions to theoretical journals;
many policy-makers have left the policy-making rat-
race and ventured into the academic rat-race. Ac
times, political "scientists” have observed political
actors who also possess advanced training in inter-
national relations, and have misunderstood their mo-
tivations or preferences. At other times they have
myopically mistaken theoretically-based political
strategies for self-defeating courses of action.

This paper will show how policy and theory
interact, While it 1s often the case that a theoret-
cian will consciously try to create a model of policy,
I will present many ways that policy-makers con-
sciously and unconsciously use the products of theo-
reticians. Rather than attempt a quantitative analy-
sis of foreign policy decisions made according to the
popularization of certain theories, I will attempt to
develop a mode] of policy formation, which concen-
trates on the way theories affect political or economic
policy. It is obvious that the most recent journal
articles do not automatically become the driving force
behind policy — indeed, many of them go unno-
ticed by the policy world. For example, during the
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1970s when the use of game theory was at its height,
not a single state-department press briefing included
the words “Nash Equilibrium.” Instead, civilian theo-
rists, often with connections to the RAND corpo-
ration, advised American decision makers to view
the Vietnam war as neatly fitting an “economic con-
flict model” and the reaction to it as a “flexible re-
sponse.”® Unfortunately, it seemed that many of these
theories were improperly applied and resulted in
tragic failures of foreign policy — as well as indict-
ing civilian “policy scientists” as incompetent or
immoral.®

Recently, many policy-makers have justified
disagreeable policies at the “micro-level” of foreign
policy with the realist adage that “states act accord-
ing to their interests.” They often speak in terms of
aparticular state’s moral aspiration for the long range
goals of “macro-level” foreign policy.” With the as-
sumption that policy-makers actually know what the
“national interest” is, it is a minor leap to assume
that they are doing their best to efficiendy pursue it.
Naturally, this implies that the global political struc-
ture is made up of nation-states which are in turn
made up of actors who feel more or less united.®
While realism might indeed be a theory of interna-
tional relations, it is hardly a theory of foreign policy.
The axiom that states are continuously attempting
to maximize their power does not give much guid-
ance to a policy-maker who is charged with such a
mission. For example, it is hard to imagine policy-
makers considering the pronouncement by another
policy-maker that “we should act according to our
interests” to be particularly insightful.

To illustrate this point, this paper will exam-
ine the Kennedy administration’s initiative, the Alli-
ance for Progress (AFP), and how it boosted growth
rates in Latin American economies to a point where
they would no longer be sitting ducks for Commu-
nism, and would no longer cause trouble for the US
in the form of anti-Americanism or rampant insta-
bility and poverty. Rather than concentrate on the
development and implementation of the AFP, I will
focus on the way that Wassily Leontief’s theory of
Input-Output economics and his “Leontief Paradox”
spurred on by ]. Kenneth Galbraith’s “concept of
countervailing power” shifted America’s foreign
policy almost overnight from being the stern master

of Latin America to being its “good neighbor” whose
purpose was to help raise their standard of living,
prosperity, and ability to control their own destiny
through economic cooperation and technical aid.

A Model For Policy Engineering

Since economic and political statecraft is in-
herently prone to troubles such as war and economic
strife, some scholars have felt reluctant to write for
an audience of policy-makers. In the oft-quoted
words of James Q. Wilson, “Only rarely have I witnessed
serious government attention being given to serions social sci-
ences research and rarely have serious social sciences been pre~
sented to government agencies”™® Indeed, not since an-
cient China has state monopoly over the employment
of the intelligentsia produced a form of statecraft
and politics based almost entirely upon theory.!

A closer reading of Wilson reveals additional
problems with the state having less than monopolis-
tic control over academics: when policy-advisement
committees studied problems at government expense,
their recommendations were often dismissed because
the governmental agency which was given the task of
enacting the recommendation would, in effect, be
forced to regulate itself out of existence. In out-
standing examples of applications of “the theory of
the firm” to politics, objectivity is usually thrown
out the window when social scientists working un-
der the guise of one agency are charged with evaluat-
ing whether or not it is a good idea for the agency to
exist."> An empirical study of policy-makers revealed
that they did take advantage of social research; how-
ever, most of what they consider research was popu-
lar newspapers.” Indeed, further research on policy-
makers placed the use of academic research in a less
than prominent role in policy formation."

However, other scholars have been motivated
by the ability to implement and “test” conclusions
of their theories without the inconvenience of pub-
lishing, thus presumably getting them accepted as
“common knowledge” after a gestation period of
several years. In the 60s former RAND Corpora-
tion scholars found that their ability to influence
American politics was limited only to the President’s
willingness to dilute (and rarely reject) their propos-
als.”® Likewise, scholars in their positions of great
bureaucratic power would have little incentive to rec-
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ommend that their positions be eliminated, as in the
direct application of the “economic conflict” model
to Southeast Asia which has been blamed for pro-
longing the Vietnam war.”® Indeed, many saw it as
more appropriate to view international relations as
less myopic than a simple question of policy. In-
stead these scholars Jooked away from policy per-
ceptions and toward developing general theories of
economics or geo-politics. Scholars have a greater
long-term effect on policy than the “pet scholars”
adopted by various administrations to solve indi-
vidual problems.

To many, the challenge of finding a single uni-
fied theory of international relations is too great.
Instead, they seek to study individual areas and, at
times, they advise governments about the merits of
certain local or regional policies. These scholars,
however, usually provide advice that is based not en-
tirely on political theory; they combine cultural,
sociological, and sometimes even literary theory into
their observations of what may determine preferences
and behaviors within a state. Theorizing about these
“area experts” is a task well beyond the scope of this
paper, surpassed only by modeling how they affect
actual policy.

From time to time academics are provided with
glimpses into the world of policy-makers. Partici-
pation in seminars, fellowships, and a range of other
enticements attempt to at least momentarily bridge
the gap between policy-making and academe; in both
organized programs and fellowships and through
career changes there have been crossovers between
the two centers of political thought. However, most
of the insights that are produced from short-term
programs have a limited effect on the opinions of
policy-makers. Indeed, most theories that result from
academics being given fellowships to study the di-
plomacy of policy-making do not become “common
knowledge” inside the policy-making bodies them-
selves. From time to time there have been systematic
studies based on an academic’s experience in the
policy-making world, but there seems to be little
connection between (often anecdotal) observations
and theories actually advanced.” Likewise, it is un-
likely that their “impartial” observations would ever
become part of the body of knowledge that policy-

makers utilize.

On the ground level, there is often a pro-
nounced ignorance of the theories of foreign poli-
cies that diplomats and policy-makers execute on a
day-to-day basis. It is tempting to view this as an
example of rampant anti-intellectualism on the part
of diplomats and other implementers of policy. On
the other hand, a more flattering view of these offi-
cials would liken them to engineers who prioritize
getting a jet-engine to work ahead of knowing the
theory behind the atomic bonds which hold it to-
gether. Just as an engineer might be considered un-
productive for concentrating too much on theory,
diplomats could find themselves in a career rut if
they concentrate on reading and contributing to theo-
retical journals rather than reading and writing cables
and acting upon “action items.” One of the noted
(and often touted) exceptions to this was J. M.
Keynes, who, in his conversations with students and
government officials, would switch between abstract
and mathematical economic theory and “gossip”
about European statesmen in the same breath.”® Even
Allen George, one of the many advocates of a
“thoughtful” and more academic foreign policy,
maintains it may be fruitless to expect general theo-
ries of foreign policy to add great insights to day-to-
day policy-making.” Instead, George posits that a
theory might be “rich” or useful by being not only
plausible, but including concise conditions whereby
its users can judge whether the theory is applicable
or not. Amore “rigorous” theory must somehow fit
into the general realist rubric, as a theory 1s likely to
be problematic if it somehow declares that a state is
about to act against its “interests,” whatever they
might be.® Indeed, it would be hard to convince
most modern policy-makers of any theory that does
anything but refine realism, as most of them have for-
mal training rooted almost entirely in realist theory.™

Despite politicians and economists reciting the
mantra that “states act according to their interests,”
policy is still made (or “engineered”) in a fashion
that cannot be easily duplicated by a simple algo-
rithm which objectively determines the highest util-
ity for a given situation. Indeed, rather than a simple
I- or 2-person game of trade-offs and utility maxi-
mization, there are many intervening variables, which
make virtually all representations of political situa-
tions into an n-person game. In other words, no
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policy is made in a vacuum.

In theory, the criterion for determining which
policy is “good” is analytical rationality. What may
make sense internationally may cause domestic po-
litical suicide, or vice-versa. In essence, policy-mak-
ers balance a need for well-reasoned and theoreti-
cally valid policy with its political feasibility and ef-
ficient use of available resources. This balance was
termed by George to be political rationality* Hans
Morganthau eloquently stated this quandary: “real-
ity is dominated by forces which are indifferent, if not actively
hostile to the commands of reason”®

As a result, politically rational policies that
balance these three criteria might be viewed from the
outside as being irrational, as the third party might
be unaware of either the theory behind the decisions,
the dynamics of the internal politics which shaped
the policy, or the resources that the policy-makers
had at their disposal. Naturally, a well-constructed
theory will alert the policy-maker to the consequences
of tilting toward one of the “outside” concerns that
a policy-maker might have. For example, after being
acquainted with a theory, a policy-maker might have
a better 1dea of whether to cut his losses and
“satisface” or “optimize.” A theory can provide the
policy-maker with a better idea of the optimal time
to make decisions.?

Indeed, the less “outside theoretical knowl-
edge” that an analyst of another policy has, the less
likely it is to appear rational — especially if an ana-
lyst assumes that all states act like his own, and all
actors have the same preferences as himself. The more
complex a theory, and the less widely-understood it
is, the less likely outside actors are to comprehend
its logic. This phenomena is even more apparent
when actors assume all other actors act and think
exactly like them, and are accorded the same re-
sources.?

While policy is being “engineered”, the theo-
ries developed in part inside the ivory tower can do
more than simply offer the inevitable criticism. To
isolate the way that theory affects policy, it is help-
ful to separate theoretical knowledge into George’s
two categories: general knowledge and substantive
knowledge. General knowledge is mainly drawn from
the “lessons of history.” Unfortunately, in many cases,
lessons of history are based on somewhat selective

collective memories. For example, while no US im-
migrant group has ever acted as a “fifth column”
against American interests, Japanese Americans were
still interned on the theory that they might some-
how damage American interests from the inside.

When addressing policy-makers, it is easier to
speak in terms of “general knowledge” rather than
put forward theories about “the way things should
be.”?* But what is extremely theoretical one day may
become general knowledge the next. Just as a begin-
ning biology student now learns about DNA and
evolution, economic models which were once experi-
mental are now taught as virtual facts in introduc-
tory economics courses. Eventually these models be-
come ingrained in the heads of policy-makers, who
see these models as “common sense,” though George
maintains that overly-theoretical or probabilistic mod-
els have a lesser chance of becoming common knowl-
edge. Indeed, while a theorist might benefit from
knowing that, in the past, 65 percent of arms races
under certain conditions have resulted in armed con-
flict, a policy-maker would be more interested in
knowing what the necessary conditions for an armed
conflict would be — as a route to either discourag-
ing or encouraging such a conflict. The path from
abstract model to generic knowledge that these theo-
ries can take can be slow and often completely
blocked. However, as the theory gets repeated often
enough, and as it is shown to always be true (when
all of its conditions are met) it advances towards be-
ing a form of practical matter. For example, the theo-
ries of 1. William Zartman regarding conflict resolu-
tion have recently become well-known in policy
circles.

Conversely, “substantive theory” is a guide for
the practice of statecraft. “Substantive theory” in-
cludes (for example) the creation of regimes, “coer-
cive diplomacy,” détente, and crisis management.”
Certain strategies can also be called “substantive
theories,” such as nation-building and counter-insur-
gency.?® As with all “useful” theories of successful
policy, all of these pieces of state-craft could be jus-
tified by realism. Since realism centers upon a dis-
cussion of the “anarchical” nature of the interna-
tional system, it provides the means by which these
policies would be executed. Following the frame-
work of realism, “substantive theories” provide the
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policy-maker with “conditional generalizations” of
when policies are certain to work.

On the other hand, the primary criticism of
“realist” theory is that it cannot be applied to state-
craft. Critics point out that it does not address “long-
term” trends in the international system; give enough
guidelines for promoting peaceful change in the in-
ternational system; provide means to avoid conflict
or resolve it without violence; establish ways of re-
solving conflicts between states; or promote foreign
policy “learning” by states and leaders.”

Zelikow views the formation of policy as the
search for high-quality decisions that are “analyti-
cally rational” and “politically rational.” By his logic,
this search guides policy at all stages, with the excep-
tion of the formation of actors’ initial preferences.
Initially, a state formulates its objectives. These are
generally very broad, such as “encouraging democ-
racy,’ “enhancing national security,” or “establish-
ing free trade” In fact, the media is dominated by
these stated objectives that are often regarded as
empty political theater — or at least a play to the
aforementioned moralism.

Nevertheless, all but the most blatant of theat-
rical lies represent a “stated policy” for a country.
After making these statements, the policy-makers
must set specific goals. However, what is probably
the most effective use of theory is the conversion of
abstract “non-operational” goals into recommenda-
tions for political action. Actors might have for-
eign-policy goals; strategists, sociologists, economists,
and political scientists may provide means to reach
them.®® It is here that the theories specify the condi-
tions that need to be present for actions to produce
desired results (otherwise known as conditional gen-
eralizations). In most cases, these can provide a
framework and some intermediate-term goals for a
state to strive for. However, the reasoning behind
many of these goals might not be apparent to the
ignorant outsider, who sees political actions coming
into conflict with stated policy.”!

George is quick to warn that a “conceptual
model” of how actors react in different situations
(or a “quasi-deductive” theory of why actors behave
a certain way) is not, in itself, a strategy, as it does
not predict specific outcomes. However, it does pro-
vide a basic framework for understanding the nature

and general requirements for a design of effective
strategy, as well as identifying the key variables which
must be manipulated.-

Next, specific strategies are formulated. Ac-
cording to George, strategy is “...those mechanisms or
theories of the relation between government action and the be-
haviors of others by which it is hoped that the objectives will
reach their desired result.”** It is here that the ability of a
state to enact theories is tested. Therefore, individual
strategies are based on an amalgamation of actor-
specific theories, general knowledge, and specific
knowledge.

In Zelikow’s model, these configurations of
policy engineering later lead to the implementation
and review of policies. In most cases, these reviews
are conducted not objectively, but with regard to the
“political rationality” of those involved in the policy-
engineering process. Ironically, when policies are
reviewed for their “analytical rationality” in a policy
framework they face the greatest test of their “po-
litical rationality” At this point policies are subject
to criticisms on all sides (ranging from personal ven-
dettas against proponents of the policies to demands
for the reallocation of resources).

In the domestic sphere especially, many social
programs have been cut during the review of the
policy, when the analytical rationality of a policy is
questioned — and depending on the positions and
actors who agree with such a negative view of apolicy,
it may become politically irrational to maintain such
a policy. As a result of this gambit, many policies
and their resulting expenditures are cut, when their
costs and benefits are exposed to analysis and that
analysis is promulgated through various levels of a

policy-making body.

Present at the Failure: The Alliance for Progress

The AFP can be viewed as nothing more than
another failed aid program to Latin America. There
have been many aid initiatives, and few have achieved
their stated goals. These goals usually have some-
thing to do with making every country in Latin
America into a stable, friendly, and prosperous coun-
try that sympathizes with the United States’ foreign
policy goals and, where convenient, is governed ac-
cording to more or less democratic tenets. Rather
than bringing about democracy, many of the coun-
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tries involved soon fell victim to coups, and the AFP,
like many aid programs, was abandoned. Some are
quick to blame the competing elements within the
US government itself — such as those who sub-
scribe to the theory that elements within the CIA
became entranced with the idea of subverting the
somewhat idealist and “abnormally academic”
Kennedy administration by any possible means.

However, whatever the reasons for the failure
of the AFP, its creation was not an act of random
unilateralism, like many acts of foreign policy often
appear to be. Rather than the bastard son of impe-
rialism and spontaneity, the AFP was the product of
the “the general knowledge” derived from Kenneth
Galbraith’s theories of “why a free market is good
for democracies” and Leontief ‘s models of how eco-
nomic growth can be increased by transfer of capi-
tal. However, the decision to actively attempt to in-
fuse Latin America with capital (rather than simply
claim support for Latin American democracy and
prosperity) resulted from a change in the theoretical
knowledge of policy-makers and bureaucrats — both
in terms of broad “general knowledge” and highly-
involved economic theory. Rather than be razed by
ignorant bureaucrats, it was nurtured by both tech-
nically adept scholar-academics, and people with
great sympathy for Latin America. Despite the theo-
retical beauty of the AFP, it was championed by
policy-makers who were more concerned with
realpolitik than analytical rationality.

In 1952, nineteen years before Robert Dahl
would publish his now classic book Pobyarchy: Partici-
pation and Opposition,™ Galbraith’s volume American
Capitalism: The Concept of Countervailing Power postu-
lated that in a truly liberal state, where all citizens
are free to dispense with property on a relatively even
playing field, power would be diffused as well. In
neo-Smithian logic, it followed that the best route to
a level playing field was via free-market capitalism
that was devoid of “artificial” imperfections such as
religion. After the Marshall Plan had showed some
initial success in Europe, intellectuals throughout the
world questioned how similar economic plans could
transform economically and physically devastated
areas into booming democracies. Dahl would ex-
plain that a necessary element for a democracy to be
stable is not only that the rights of citizenship be

widely expanded, but that all citizens be able to re-
solve their complaints with the state and with each
other not by violence, but through democratic and
civil means. However, Galbraith saw the matter more
simply: if people had a stake in the economy, then
they would do their best to prevent the collapse of
principles and covenants which govern the economy.

Drawing on Galbraith’s conclusions combined
with the “historical lessons” that the Marshall Plan
had taught them, policy makers saw a model of eco-
nomic conditions in Europe that could be generated
in Latin America. Indeed, Walter Rostow formu-
lated a model of Latin American economic growth
— in which the Latin Americans countries would
progress though stages of development until “con-
ditions for takeoff,” similar to the conditions that
prevailed in Europe, were met through a “drive to
development,” and finally to an age of American-style
mass consumption. However, the necessary condi-
tions for a rapidly expanding economy (as observed
in Europe) were:

I) Ownership of stock in large corporations is
held by people from all social classes.

2) Management of these corporations is done
most often in a “scientific” fashion that is meant to
yield the best returns for the stockholders rather than
bolster specific social constructions of class.

3) Monopolies are prohibited when one cor-
poration succeeds in vanquishing another.

4) Systems of limited government incentives
keep companies innovative and “push” them into
areas where a market free from all government inter-
ference might not.*

These pre-conditions for growth were hardly
arrived at scientifically — indeed, they had not beer}
tested much in Europe, as most of the countries were
still consolidating their democracies. However, these
presumptions rapidly became accepted as the neces-
sities for Latin American economic development.

Galbraith’s neo-conservative dictates of what
would make a country’s democracy flourish imbued
policy-makers with the notion that foreign policy in
Latin America could not be carried out by means of
simply “buying reforms” in the hope that they would
produce European-style democracies. Indeed, “trad-
ing aid for reforms” would not only be viewed as
imperialistic, but was destined to be ineffective any-
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way.*®

For most of the Eisenhower administrations,
foreign policy was characterized by the view that
whereas WWII was an unfortunate but inevitable
consequence of world politics, Latin America’s
troubles were brought on by its failure to'attract for-
eign investment or to get its economies functioning
efficiently.*® Nevertheless, during the Eisenhower-
Nixon administration, with its hostile attitude to-
ward aid to Latin-America, Leontief was formulat-
ing theoretical models of international economics
which would provide a framework for future poli-
tics — only after an assault on Richard Nixon and
an election.

There are two relevant elements in Leontief’s
theories: the first is now known as the “Leontief
Paradox” which can best be described as a theory of
“comparative advantage of labor;” the second is his
theory of “input-output economics,” which is a se-
ries of mathematical equations that explains how
capital transfers from one country to another can
increase the rate of economic growth in the receiving
country.

Drawing upon the Hecksher-Ohlin (HO)
theory, which assumes that a country exports its abun-
dant factor-intensive commodity,”” Leontief empiri-
cally proved his theory of factor-intensity-reversal
(FIR) by rigorously examining the exports of the
United States’ economy in 1947. Leontief proved
the HO theory by a table of the goods and services
to the US economy and dividing industries into 50
sectors (38 of them produced exported commodi-
ties). Leontief then divided factors of production
between “labor” and “capital”. He found that the
United States’ imports were 30 percent more capi-
tal-intensive than its exports. Hence, due to the ef-
ficiency of American workers (as they could benefit
from one of the best infrastructures of the world at
the time, as well as a relatively high level of educa-
tion) the US imported relatively less labor-intensive
goods than other countries.*® In places with less capi-
tal per worker, the country might find itself import-
ing less capital intensive goods. For example, one of
these paradoxes would occur in a country with a [a-
bor-intensive agricultural sector, that exports food
products to the US.

Leontief’s theory of “Factory Intensity Rever-

sal” (FIR) was not taken immediately for granted.
Some, such as Travis, saw these paradoxes as the re-
sult of tariffs rather than of a Ricardian theory of
comparative advantage, and others saw this prefer-
ence for heightened demand goods as simply a func-
tion of irrational preferences on the part of consum-
ers for labor-intensive goods.*® Others questioned
his numbers or pointed out that 1947 was an eco-
nomic anomaly that came in the wake of WWII, from
which Europe had not fully readjusted. Neverthe-
less, Leontief’s theory today is accepted by econo-
mists, and others have gone on to empirically vali-
date his work.

The consequence of the theory of FIR is that
an increased growth rate of an economy would de-
mand increased investrment in local capital-intensive
goods (note: capital-intensive goods would include
goods where extensive investment in labor is re-
quired).** Leontief saw that the underdeveloped ar-
eas of the world hold at least two-thirds of the popu-
lation, yet they produce only one-seventh of the
world’s goods and services. To correct this imbal-
ance, it could be inferred that the funds for addi-
tional capital come either from an increase in inter-
nal savings, or, as is more relevant to foreign policy,
from investment or transfers from abroad. Leontief
maintained that investment and transfers in capital
were not limited to check-writing, but included tech-
nology transfer and investment in human capital in
the form of education.

Leontief went on to develop a system of equa-
tions which related the amount of transfers between
developed and underdeveloped countries and the
changes in growth rates that these transfers would
bring. Although Leontief admitted that these equa-
tions “bad a wide margin of error” the idea that there
could be a relationship between money transferred
between a developed and an underdeveloped coun-
try and their growth rates was the basis for the
Kennedy administration’s policies.*"

At the same time, a number of other theories
of economic development were being postulated.
One of the most common models (especially in Latin
America) was that public spending on development
was not inflationary. Although this had some de-
gree of theoretical validity (especially for Keynesians),

government expenditures on education and health
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were still viewed as expenses, rather than investment.
Most models at the time assumed that no matter
what the country, total national output at a given
time could only be increased by direct outside in-
vestment or technological enhancements and not by
outside investment in infrastructure.*?

But assuming that Leontief was correct, the
only uncertainty for policy-makers was the way in
which the transfers were dispersed through the “re-
cipient” economy. Although “the invisible hand”
had impelled international transfers in the past, many
structural and cultaral factors in developing coun-
tries had prevented these transfers from doing any-
thing more than making a small group of people
richer. Likewise, both in capitalist and communist
countries, it had become somewhat normal for large
bureaucracies to demonstrate utter incompetence
when the state was charged with distributing re-
sources. The goal of the AFP was not so much to
distribute direct monetary transfers or lower tariffs,
but to iron out the structural imperfections within
the economy which prevented people from “helping
themselves.”

To most, the United States’ record in Latin
America after WWII was less then sterling. In fight-
ing the cold war, the US had supported dictators
and corrupt governments, yet failed to solve the eco-
nomic problems in Latin America. By 1954 most of
the democratic regimes that had come to power in
Latin America between 1943 and 1953 were over-
thrown. America’s Marshall Plan policy was widely
acclaimed, even by Latin Americans who could only
read about its European successes. It was only in
1933 that the US made a gesture of renouncing its
“right of intervention.”*

What did happen was the occasional confer-
ence and commission, such as the United Nations
sponsored Economic Commission for Latin America
in 1948, under the leadership of Raoul Prebish.*
This conference called for an increased role of the
US in the Latin American economy and produced a
few UN resolutions. Soon after, in 1954, there was
a plea in Caracas by the Organization of American
States for the US to take an active role in relieving
some of Latin America’s economic problems. Secre-
tary of State John Foster Dulles responded by sternly
lecturing Latin Americans about the dangers of Com-

munism.*

Continuing this legacy, in 1957 President
Eisenhower attended a Pan-American meeting in
Panama, though little was agreed upon save for a few
token measures proposed by the United States.*®
Instead, US policy-makers at the time were convinced
that the forces of the market would take care of all
of Latin America’s economic woes, just as soon as
Latin America could put its house in order.”” Not
only did the United States show no enthusiasm for
any degree of economic integration among Latin
American countries, but it consistently recited the
mantra of Assistant Secretary of State Roy Rubottom
that “the volume of public financing is directly related to the
amount of private financing which countries are able 1o at-
tract”’

The shift in American policy seemed to come
not from a change in American academics or even
from a shift in domestic attitudes within the US,
but with the US’s legacy of encouraging dictators
being painfully brought to bear on Vice-President
Nixon in Caracas as an angry mob surrounded his
car. Many assumed that the hostility toward
America was simply a Communist plot. Nixon, for
his part, pointed out that the policy of support for
“anticommunist dictators” had simply turned around
and bitten the US back. Nixon urged a “cold hand-
shake” for dictators, and a “warm embrace” for
democrats in Latin America.>®

After Nixon's revelation the US was still not
willing to fully commit — even after Brazilian presi-
dent Juscelino Kubitschek asked Eisenhower to ear-
mark US funds for his “Operation Pan America.”
However, as a result of Nixon's sudden change of
heart, Eisenhower tossed the Latin Americans a bone,
and sent a representative to a meeting of the Latin
American heads of state.

What resulted from this meeting was the In-
ter-American Development Bank, which was char-
tered in 1959 and started operations in late 1960.
Although it functioned more like a bank than a de-
velopment agency — it gave loans, not grants — it
opened the door to criticism on both sides: from
members of the State Department for burdening the
taxpayer and from Fidel Castro for not giving enough
money to Latin America.™’

In 1960, Eisenhower paid a final visit to Latin
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America, and on his return he issued the “Newport
Declaration,” in which he said that there were “seri-
ous misunderstandings” of the US involvement in
Latin America — and that the US would accelerate
its efforts. To make his point, Eisenhower asked
Congress for $400 million in aid for Latin America.*

At another conference, this one held at the
military casino in Bogata, the US admitted that there
was indeed a crisis in Latin America, and that the
US needed to do more to help.*® This is what most
consider to be the beginning of the AFP.

By the time Kennedy took office, he waxed
poetic about what needed to be done in Latin
America: “... if our alliance is to succeed, each Latin Na-
tion must formulate long-range plans for its own development
— plans which establish targets and priorities, ensure monetary
stability, establish the machinery for vital social change, stimu~
late private activity and initiative and provide for a maximum
national effort. These plans will be the _f(mndation of our devel-
opment effort and the basis for the allocation of outside re-
sources.”**  Although Kennedy’s words lacked speci-
ficity, he considered this task too great for the “sec-
ond-level bureaucrats” who had been dominating the
US's Latin American policy until that time.*® In-
deed, Kennedy saw that just as academics at the time
were floating the idea that all policy should be made
by intellectuals or academics, a so-called “ethics of
knowledge,” a team of intellectuals would have to
carry out the specifics of this alliance.® Principal
among Kennedy's team was Lincoln Gordon, a former
economist at the Harvard Business School who would
muse that .. the systematic study of politics began with
Smith and Development 150 years ago, and ended with devel-
opment”’%’

Also on Kennedy’s team was Adolf Berle, a
former prominent New York lawyer and a professor
of international law at Columbia with a decidedly
liberal slant.*® Berle was one of the first to combine
legal and economic scholarship, concentrating on the
study of American corporations. Besides this crew
of principal policy-makers, Kennedy appointed a crew
of historians and recruited the former head of the
Puerto Rican Development agency to work with him.

After Berle formulated a plan, Kennedy asked
the Venezuelan Ambassador to the US, Jose Antonia
Myobe, for input as to where the future of US-Latin
American relations should be headed. After con-

sulting with prominent Latin-American economists,
Mayobe concluded that, although the burden of de-
velopmen_t should be placed squarely on Latin
America, provision of technical expertise would be
necessary to “capture” the Latin American entrepre-
neurs.” Additionally, Mayobe made it clear that this
alliance should not be one in a string of schemes for
US investors to attempt to make quick and easy
money in Latin America.

Although the goals of the alliance were spelled
out, possibilities of the US achieving its foreign policy
goals through this “warm handshake” were some-
what less certain.® As Arthur Schlesinger observed,
“The original Alianza was a wager on the capacity of progres-
sive democratic governments, with carefully designed economic
assistance and political support from the United States to carry
through a peaceful revolution.”®!

Despite the apparent shift to benevolence in
Washington, Edmundo Flores places a Machiavel-
lian spin on the challenges that the AFP faced by
saying, “if the US really wants to crack communism, then it
bas to beat the communists at their own game”** Although
Kennedy’s transition team spoke of this mission as
an eleventh-hour attempt to improve Latin Ameri-
can-US relations “before centuries of anti-Americanism
boiled over into widespread social revolution,” Kennedy had
no illusions about overcoming the important chal-
lenges that were indigenous to Latin America, such
as powerful armed forces, landed elites, strong na-
tionalism, and a politically active Catholic Church
interested in preserving the status quo.** Neverthe-
less, American policy progressed and goals for the
AFP were formatted according to the following goals:
overall economic growth; more equitable distribu-
tion of national income (both on an individual level
and in terms of full integration between the poor
and wealthy parts of the country); diversification of
the existing economic structures; acceleration of in-
dustrialization; improvement of agricultural produc-
tivity and output; reform of government institutions
(such as tax collection); improvement of the public
health and education infrastructure (in the poorest
regions, direct investment); low cost housing; price
stability; economic integration within Latin America;
and the attraction of private investments.**

However, in the Founding Charter of the AFP,
signed at Punta del Este, the goals of the project
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were carefully worded so as to avoid placing the US
under any binding obligations. These points included:
establishment of mutually consistent targets in the
main economic and social sectors; assignment of
priorities and estimation of costs and benefits; mea-
surement of the direct public sector costs; cost esti-
mates for the program in domestic currency and for-
eign exchange; calculation of international resources
available for development; and analysis of the bal-
ance of payments and of the necessary external fi-
nancing.%® At the same time, the recipient countries
agreed to medium-range “national planning” —
however, despite the fact that the US was enthusias-
tic about economic plans for development, it was
very careful not to commit itself to involvement in
whatever economic plan a country might desire.*

Since the charter was non-binding, the US rep-
resentative at the signing, Douglas C. Dillon, felt free
to commit twenty billion dollars over the next twenty
years without consulting Congress.”’

On the other hand, the US was somewhat un-
successful in directly implementing its other foreign
policies. As the failed Bay of Pigs invasion hung
over the heads of Latin American leaders, they won-
dered that, should Castro be deposed, whether the
AFP would suddenly collapse or not.®® Moreover,
Berle was unable to secure a promise from Brazilian
president Janipo Quadros to actively oppose Castro.

Fortunately for the Americans at the Bogata
conference, Che Guevara, dressed in military fatigues,
had alienated many by consistently calling the Ameri-
can efforts nothing more than a smokescreen for more
nefarious motives. The Cuban gambit failed. It was
the American reliance on the theories of Leontief
and Galbraith, rather than their preaching about the
benevolence of the “mnvisible hand”, that had encour-
aged the Latin Americans to give the US the benefit
of the doubt in their economic intentions for the
region.

Conclusion

If one looks at the AFP from a purely domes-
tic perspective, it may be seen as far from rational.
There was no shortage of people whom Kennedy
alienated. Indeed, many diplomats frequently claim
that the CIA made a game out of sabotaging the
people Kennedy brought from academe into the civil

service.”” Moreover, it is difficult to explain most
aid packages to the American people — especially
in the midst of a recession.

But from an international standpoint, it is an
example of something that was almost completely
analytically rational (assuming that Galbraith and
Leontief were correct.)

We are left with links from abstract theories
to policy implementation. Galbraith’s theories be-
came common knowledge by means of their wide
readership and their ability to explain why the Euro-
peans were able to boast successful free-market de-
mocracies. Leontief’s theories were trusted by
Kennedy’s breed of scholars-turned-policy-makers
who saw science as a way to both do good and ad-
vance the American national interests.

The original question can be asked again: “If
Leontief and Galbraith had never been born, would
the AFP have looked the way it did?” There are cyn-
ics who are not party to Kennedy’s appointment and
decision-making processes who could say that
Leontief and Galbraith were simply convenient aca-
demics, whose articles might provide an intellectual
base for Kennedy’s “random” policies. However, it
may be shown that there is a link between the AFP
and their theories. In the course of policy-engineer-
ing, the president looked for ways to improve US
relations with Latin America, and their theories pre-
sented a clear way to do it. Since they were specific
theories it was easy to evaluate their degree of suc-
cess. This process, however, is far from being termed
“rational learning,” as exogenous factors prevent us
from saying whether Leontief's theories were correct
— except for specific economic statistics that
Leontief's adherents would present as evidence of the
beginnings of success of the implementation of his
plans.

In the future, it may be useful to use an em-
pirical analysis to determine if the education-level of
senior decision-makers, as well as their public refer-
ences to published works, relates to actual strategic
policy-changes.
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