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This interview is being conducted with Mr. Dennis FitzGerald at
his home in Tarpon Springs, Flerida, on May 26, 1976. The inter-
viewer 1s Dr. Themas Scapes of the Eisenhewer Library. Present
for the interview are Dr. Soapes and Mr. FitzGerald.

DR. SOAPES: First Mr. FitzGerald, very briefly eould you give

us semething about your professiocnal background prior to enter-

ing into government service?

B

MR, FITZGERALD: Well, that goes back guite a long ;;f becauze
I've been in and out of the government service since 1525,
Befaore entering the service in Washington I was on the sztaff of
Iowa State University at Ames as marketing economist. I took

a vear off to go to Harvard and there my principal professor

was John D. Black. This was in the winter of 1932-33 right at
the pesk of the crisis in the early '30s., J. D. Black and two
octher perszons were asked by the Brookings Institution to undertake
a concurrent study of the New Deal. One of the studies was in
the agricultural field, particularly the Agricultural Adjustment
Administration, and I along with half a dozen gthers were acked
to come ta the Brookings Institution to undertake that study.

I spent about eighteen months or so with the Brookings Institu-

tion and then went to the Department of Agriculture as an
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agricultural economist in the mid-'30s, I spent from that time
to the mid-'40s in the Department of Agriculture in a variety

of capascities. During the course of this ten year period %,’"”
got a good deal of administrative experience, rather than B mﬁ}
devoting my time primarily to my educaticnal field. In the
mid-'40s, 1946, President Truman was in the White House at the
time-—-there was a good deal of concern about food supplies in
the world, and Truman asked feormer President Herkhert Hoowver to
make a perscnal survey of the focd situation around the world.
Hoover was selected by President Truman because of his relief
sotivities after World War I. The then Secretary of Agriculture,
clinton Anderson, crdered me to go aleng with Mr. Hoover and his
commission a= a part thereof. BSubsequently, I returned to the
pepartment of Agriculture and then was seconded for a couple of
years to the International Emergency Faod Council, which was an
sesociation of about thirty-two ccountries who were interested in
helping deal with the short food supply situation in the post
World War II years. I left the Internmational Emergency Food

Council after its major job had bheen completed and went back to
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the Department of Agriculture &8 head of the office of Foreign
Agricultural Relations. But at almost that identical meoment I
was intercepted by Paul Hoffman, who was the first administrator
of the Economic Cooperation Administration. He asked me to

Join his agency for a few months to help get the Agricultural
Division of that agency started. Well, as it turned out the
sixteen months' assignment extended to sixteen years first as
head of the Agricultural Division @nd finally for the last six
years as Deputy Director. As yvou know, the agency was renamed

the Mutual Security ARgency, then Foreign Qperations Administration
and mest recently, the Agency for International Development.

Most of my work in what is now AID was in the administrative field,
My professional training was of some use, of course, but most

of my responsibilities were in administrative. From 1955 on I
had, in effect, the operational responsibility of the agency.
puring that peried we had a2 series of administrators whosze tours

of duty generally were short. I was the only senier <ontinuing

influence in the agency. 1Is that adeguate? /0
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SOLRPES: That's the type of thing 1 was wanting, yes. When
yau say your responsikilities were primarily administrative,
you're talking about persannel administration? Exactly what

do you mean by that?

FITZGERALD: I suppose the right phrase would he program
sdministration. The personnel division reported to me, but I
gave only general supervision to the personnel office and 1its
stzff., The aid agency, as you know, at one time was very
swtensive with offices in fifty or sixty cpuntries and with a
staff of several thousand, roughly a third of which were in
washington and two-thirds overseas. My job included, amongst

other things, the broad supervision of our Overséas missions.

SOAPES: Were you in & policy-making position?

FITZGERALD: Yes.

goRPES: In the develcpment of the policy of FOA, could you
give me something about the routine, how this sort of thing

was done?



B
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FITEGERALD: Well, policy making in most government agencies

is not simple, and in an agency which deals cverseas T think

it's probably additionally complicated, I was also in a policy=-
making positicn in the Department of Agriculture. and there it
seems to me, as I think about it, problems and the alternatives
were somewhat less complicated, more clear-cut than there are in
an cperation which involves major relations overseas. After the
initial "Crash™ Marshall Plan, with its four year projection, the
process, while it wvaried and probably improved over time, involved
an instruction to each one of our misions overseas, to submit

a draft program, firm for the next succeeding fiscal year and
projected for a pericd beyond that--perhaps up to five years.
There were certsin, in fact freguently, wvery extensive teims of
reference laid out for the directors of the mission--estimates

of what the agency thought was a reasonable change in magnitudes,
in composition, in character, from the program of the preceding
year; a variety of instructions with respect to emphasis—-
technical assistance versus financial grants for example-=-and a

huge variety of general instructiona., The program proposed by
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the missions were then given extensive review in Washington.
The agency also had in my time--I'm not sure just how it
gperates these days--had a programming division that was headed
by a number of people, but in partieular by John H. Ohly, whom
if hisz name has not come to your attention I now do so. Ohly
is somekody vou should very definitely talk to. He's a very
competent, very able fellow. Under his specific leadership

the AID propased program, including composition, financial P

"

e
discussed with what was then the Bureau of the Budget. The
Bureau of the Budget asked all the embarrassing guestions it
could think of, and it freguently could think of very many, ouat
of which grew the proposed program which eventwally went to
Congress for its consideration and appreval. For a variety
of reasons, we spent a great deal of time on the Hill. We had
to go to four committees to start with-—-every year we had to
have both an authorization and an appropriation--so you had to
go to both the authorizing committees and the appropriations

committees. Fregquently you had to go to one or beoth af the

-y
=1
¥

magnitudes, and so on was drawn up, and submitted Lo and el
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military affairs committees because in general much of the
military assistance program was part of the total aid package.
out of that, of course, eventually grew an authorization bill
and an appropriation bill with a wvariety of provisos and [£ =]
limitatione which the Congress in its wisdom thought 1t was Lo
appropriate te include, Once the decisions had been made by
Congress and the funds appropriated, then instructions were
sent to the field to cut the cloth that they had sent in te the
pattern which the Congress had established. A program of this
kind is never very definitive. It has to be based on a greatl
variety of assumptiens and conclusions, many of which twrn out
subseguently to have changed. I'm not sure even today--in fact
T'm perhaps more unsure today then I was twenty years ago--what
iz the leogical, sound, constructive basis for "foreign econcmic
assistance”. There are very, very grave guestions about lts
ef fectiveness in many cilrcumstances.

Now let me just add that, as you know, our assistance was
focused initially on Europe. Most of the countries "developed”.

Many of them were very well managed and most of them made effective
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use of the economic assistance that they were previded., Gradually,
of course, the aid program shifted, to the less developad countries,
and here you ran into a completely different sitoation. I don't
think, in fact I'm guite sure, that initially we didn't realize

how different the problems were, and we perhaps unconsciously

tried te use the same criteria for Upper Slobbovia programs as

you would for the Netherlands, and of course it just doesn't work
that way. I still think we're & long way from having a really
decent understanding of the problems of less developed countries

and what approaches are likely to be effective. I still think

sy
'..'h
1 ¥ & LY
we're groping. [5 Al
L5 .'-.'_I.!
“\'\....":-ul'_-. A

S0APES: What type of help did these under-developed countries

geam to want?

FITZGERALD: Well, it varied of course. 1 think freguently

they didn't know for sure, And I also presume it's not unfair

to say that if they could get a check, that would be very satis-
factory to them. What they wanted and what they needed were very

frequently entirely different. It used to be said, in exaggeration,
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that what every under-develeoped country wanted was a great hig
steel mill ecomplex and other, great big, physical entities;

that somehow or other they thought one jusat pressed 2 button

and out spewed steel or whatever. Perhaps too freguently, we

gave them that when we may have known better. But there waﬁff_:fi

|2 3

always the guestion of intermational polities or foreign \

relatioris mixed up in these things. &and we always had a State
Department that was nervous. If we said "no" to a "friendly"”
country this was difficult for the State Department; they
didn't like for us to say no. And I appreciate their problem;
it doesn't make their immediate job any easier when an agency
of the U.S. government, particularly one dealing with foreign
natione isn't accommodating, I remember many years ago nothing
would do but that Syngman Bhee of Korea, had to have a very
modern, very up=-to-date, plant to produce urea fertilizer. At
that time, which is, let's say, twenty five years ago now I
guess, maybe more, ureéa Was 3 new kind of fertilizer very efficient,
It had & high nitrogen content and a lot of other things going

for it., But the manufacturing process was not simple and there
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were three patented processes, all of which were untested. I
protested vigorously, saying, "Korean farmers have Deen using
ammonium sulfate since they started using fertilizer; they

xnow how to use it: it's the kind of thing that's relatively
simple to manufacture. Let's beild and equip an ammonium sulfate

plant.”

i
n

and Governor [Harold] Stassen, who was director of the / ’"1

agency at the time, listened to my pitch and said, "let me (:: A

think about it." The next day he called, said, "Well, I talkeé-
te the State Department and we're going to build them a urea
plant.”

1 sereamed bloody murder, but it didn't do any good, and
we built them a urea plant which was a mess, just terrible. It
east I don't ¥now how much more, several times more, to build
than the estimates, and it wasn't huilt right. Damned thing
would produce only at & smell part of rated capacity. There
weren't any Koreans who knew how Lo Tun it. Way the hell and
gone out in the middle of Koresa. There were no Korean technicians.

We had to hire American technicians and ship them over. We
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finally hired an American company that had built and run an
urea plant in the United States to go over there, I beliewve
it was for two years, and run the damned thing. That cost
another pretty penny: I must say eventually after, I suppose,
abaut twelve or fifteen years and an investment of untold

amounts, the plant finally is producing at capacity and indeed

4t more than rated capacity, but what a headache; what an ffﬁﬁ}
awful headache. li
and this went on all over the place. Instant modernization,
T think was & kind of delusion. ¥You just can't, there is no =uch
thing as instant modernization. Horea probably had a better
climate for the installation of facilities of this kind than
a lot of othér places would have been because--say what you want
about the Japanese colonialism which was extensive and firm, and
in many respects perhaps ruthless--they andersteod that if one
was going to have an efficient community, country, territory,
whatever, you had to have the people with basic edacation.
Education. So both in Scuth Korea and in Taiwan there was
universal educatien, All kids had to go to schocl, they had to

learn to read; they had to learn to write. They had to have a
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basic education. &And I think, frankly, that we are not going
to get effective, constructive, long-term development unless

you go have a basie education. Y¥You don't all have to have

.-""-'_ i,
]

ph.D.s or anything like that but you have to be able to read(: k!

ks +
21 §
s

and write, simple mathematics, the ABCs of education. Untilx;LL;;'
you have that, it's a hard, hard struggle. Take the countries
that hawve developed-—with American assistance of course--almost
every one of them have had that Dasic education. Korea, Taiwan,
Terael, You just go down the list, and the countries generally
who have had the least success in modernizing-—sometimes I'm

not even sure whether modernization is a good idez or not,
jlliteracy ig pervasive. I'm not sure--I may be toc "hep" on
this particular subject--that the people in AID or State Depart-

ment really would agree with me even now. But my experience

and ghservation is that this iz the number one reguirement.

SOBPES: 1In terms of the programs that you were trying to get
going, you raise this theme ef what they wanted, what they
needed, you would rank education and agricultural development

as the key things that they shcould have concentrated on.



Mr. Dennis FitzGerald, 5-2&=76 Page 13

FITZGERALD: Well, agricultural development is obviously ”ﬁj
important. But, again, it seems to me that agricultural 1; ;ﬁ

development again comes back broadly, to educstion. If the
agricultural community is going to expand production, it's got
to develop & variety of "expertise" in the agricultural field.
It's got to Know how to use fertilizers; it's got te know how

to use insecticides; it's got to know how to cultivate; it's

got te know how to irrigate; it's got to have a reasonable
grounding in the techniques. You just don't ge cut and increase
agricultural production eut of hand. And again it seems to me
that if your agricultural output is going to expand to meet the
requirements of the society and/or for export, the farmer's

got to he educated. Educated not necessarily and completely

in terms of reading and writing and arithmetic, but educated

and knowledgeakle about the way in which you get increased
production. I'm really concerned that, say by the year 2000,
agricultural producticn may not keep up with populatien increases.
And, again, it's in part, because the agricultural pepulaticn in

most of the developing ccuntries of the world is uneducated. Now
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there are a lot=-I know this is coversimplifying--of other real
inhibiticns too--land tenure, oh, all kinds of things. We did
pratty well back in the original Maxshall Flan days in providing
western Burope and western Burope's agriculture with the latest
we coald in agricultural technigues and got pretty satisfactory
results, by and large, from that input--socme of it capital,

But & lot of it technical assistance, Here again, the rural

population is relatively well educated.

1 iy ™
-~ >N
[Interruption] Nt oS

SOAPES: Did vou feel when you were working in this field that
anybody in the executive branch was really interested in this
point of view that you have as to the priorities of cur foreign

assistance programs? Were they willing to listen?

FITZGERALD: Well, I think generally, no. In all fzirness let
me say that I didn't come to these conclusions immediately or
early., It kind of grew, and I felt a2 lot more strongly about
it in 1962, say, than I did in '52. The--how shall I put it--I

really don't believe that those who made the final recommendations
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that presumably ended up in the President's office really under-
crood what was involved., I remember——when would it be--about

the middle of President Eisenhower's term, we were getting a 7
fi )

lat of advice from, let's put it thisz way, the Bureau of the‘ﬂ_
Budget andé indirectly the White House staff to the esffect that
we had toc many people overseas. They insisted that we should
cut back sharply our people overseas. Then the next day we'd
get advice or suggestions, or instructiens--"To cut down on the
overall cost of the program, but provide more technical assistance,"
We couldn't find anybody at the tep who appreciated that technical
assistance meant pecple. So on the one hand they were telling

us to ecut down on the people overseas (lower our profile); while

on the other hand they were saying furnish more technical assist-
ance. I don't believe it ever dawned on them how inconsistant

these instructions were. Of course cne could provide some
"technicsl assistance” by bringing people from overseas to

this country te go to school or to learn trades or get competence

in a particular field. But mostly, technical ZEEistance reguires

the furnishing of American technicians to work in a foreign
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atmosphere, a foreign ceuntry, under foreign conditions, and
with local people. We did not, however, have nearly as many
American technicians that were competent te do this as were —

i

needed, And so a lot of our technical assistance was not Q
fully effective. We tried te give them & thirty-minute :aursE:$
on working eoverseas. But it's wvery hard, you know, for some-—
body that's been working at a U.S. university for thirty years

to go over to Bangladesh or someplace similar and work in that
sart of a social and educational climate; it's damned difficult.
And in those days, I don't know what the situation is now, nobody
fully appreciated the problems that had to be gvercome in working
in another society with its own traditions and habits and customs
snd mores that were so different from those of an American. Now
there's a lot of water gone over the dam or under the bridge,

or whatewver it is, since then and I've lost touch; it may be

that this is not the problem now it was then, but it was a major
problem of the day. I would guess, that mavbe cone American out

of five wae fully effective, and maybe two out of the five were

partially effective, and the other two were-—who knows? It's a
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pretty poor batting average.

SOAPES: 'The attitudes that you've just talked about, the
attitude of send more technical assistance but eut down your
pepple, this came from the Bureau of the Budget, White House

staff, all of those pegple?

FITZGERALD: Yes. I remember particularly it came from one
specific source, Richard Nixon, when he was Vice-Prezident.
He made a trip overseas-=-I've forgotten when he went-=but he
came back satisfied that there were too many Americans over-

seas, If he'd said too many ineffective Americans overseas, I

might have agreed with him, It wasn't the absglute numbers:;

it was their effectiveness that was the prablem.

SOAPES: Now were you the person dealing directly with these

other agencies, people like Budget or State gor White House?

FITZGERALD: To 3 considerable degree, yes. The primary
responsikbility for dealing, with the Bureauy of the Budget, rested

with the program staff. I got into it and took part in a number of
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discussicns, but the nuts and bholts and the arguments and the
details were left to the program people. And we'd get back

a proppsed approval from the Bureau of the Budget for a program
of certain size and composition, and I'd get together with my
regional directors and the program officers and Kick it around
and decide whether we could live with it or have to appeal.
Occasionally I'@ make the pitch myself, but more freguently

1'd let the program division people go back to the Bureau of the

Budget with any appeal. '!?@_
I was with the agency from '48 to '62; that's fourteen ;__ .

years, isn't it? And in that time I think there were twelve

bosses——about one @ year. Paul Hoffman and his successor,

Bill Foster, were active, integral parts of the agency. They

ran the show. Dick Bissell followed briefly, then Averell

Harriman, John Kenney. When President Eisenhower was inaugurated,

Gevernor [Harcld] Stassen took over—-an incredible fellew. He

was a driver and completely uninhibited, But oh, what a man to

work with, one never knew what would happen next. When he left

we had a succession of "fill-ins," beginning with Jimmy Smith and
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then Jochn Hollister who by the way was the most delightful
geéntleman I ever worked with. Then Jirmmy Riddleberger; he was
an ambassador to Greece at the time, but he was pulled hack to
Washington kicking and screaming--he wanted to stay ambassador.
I'm not depreciating them in any way but they were nominal

—

administrators. And the only continuity there was myself_(j i

Withg

-'I_

After Riddleberger, Henry Labouisse, now head of the U, N. 7

T

e T

Children's Fund, was there briefly, follewed by Fowler Hamilton,
again briefly. Finally shortly after I left they got somebody
from the White House--1'wve forgotten his name now=--he spent
longer as the agency's director than anybody, but the agency,

in my opinion, has suffered greatly from the constant changes

in the directorship.

SORFES: Why do you think it had this succession of fill-in

Lypes, never having anyone permanent?

FITZGERARLD: That's a good guestion; I don't Ynow, I just
don't really know. OFf course John Foster Dulles was Secretary

of SBtate--wasn't he Becretary of State for all of Eisenhower's—-
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SOAPES: He died in 1859 and Christian Herter succeeded him.

FITZGERALD: Chris Herter, yes. It was always a--yes, I think
that's fair to may--there was alwayas a problem of the relation-
ship hetween FO& and 1ts suceessors and the State Department,

o Ty,

The State Department, and I think this particularly true of ﬁ i

-

E

e

Dulles, locked upon the AID agency——maybe this is unfair put.ﬁmﬁsf
certainly we felt this way--as just & kind of a covenient device
by which you avoided the whole responsibility for anything that
went wrong. But simultanecusly you ardered it te do what the
State Department wanted done, Dulles was particularly inclined
to logk at an agency this way. So he wanted somebody whe wouldn't
argue with him very much. 2And you can't get a mpore effective,
non-arguer than an ambassador who wants to keep his job.

Dulles went to Ethiopia once. He told Baile Selassie or
somebody--(we had what was considered a highly important commun-
ications center somewhere in the country) that the U.S5. would

give him nine million dollaxs werth of aid as & guid pro guo.
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We didn't learn about it for a couple of months. We'd get
communications from our embassy over thera asking "Where's
this nine million dollars we promised Haile Belassie?" wWe
replied, "What nine million dollars?" Tt was a hell of a
mess. Halle Sglassie thought he was going to get a check the
hext day. I'm exaggerating, but not toe much. We finally
developed & program which had a price tag on it of the amount
that Dulles had promised the Ethiopians, but it had no real

underpinning and had a negligible effect on the country's

J—
]

development.

F

When the criginal Economic Cooperation Administration
was established, the administrative arrangements within the
U.5. government were such that the agency had an independent
entity. Paul Hoffman was a member of the cabinet. He and
the Secretary of State were pesrs. If they didn't agree,
then they went to the President—--in this period it was T30S,
of course. TFaul Hoffman once told me they never had to go to
the President; never anything they couldd't reach agresment cn.

Well, this arrangement wes anathema to the State Department.
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Maybe if I'd been in State I'd have felt the same way. The

State Department, beginning with the day that ECA was

organized, began whittling away at its independent authority.

It's now more than twenty-five yeare since the original Economic
Cooperatian Administration was established and by now there 1is

no significant independence in its latest reincarnation. Tt's

iust part of the State Department; it can't object to anything

that the State Department or the secretaries to assistant f :‘
secretaries order., Personally I think this is a great mistaka.; Ll
The State Department's problems are focused on foreign relaticns,

on the "goed" relationships that our representatives, both here

and overseas, have with those of other governments. I think

in a lot of instances reguests in the aid field from a foreign
government should have been given a Very pleasant but a very

firm no because the reguest had no reasonable economic rationale.
gut the State Department is always very reluctant te say no

since, at least in the short run, it may interfere with thosze

"good" relationships.

Haffman and his immediate successors were able be say
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ndékbecangse of ECA's independence, and alse because they had

a very understanding and sensible secretary of State. In fact

I suspect the Secretary of State was not unhappy to have a

scapegoat when he was urged to support some very dubious

economic project. He was able to say with perfect honesty

that he'd like to be helpful but that he had no authority tﬂfﬁﬁﬁph
f 2\

give orders to BCa. l= =

I remember a casge in point in the late forties or early
fifties invelving a Buropean country that shall be nameless. You
are aware of the long lead time up in the Hill. You start in
to agk for funda about two yeare before you get them, and it
may be much longer befere they ara finally disbursed. But by
the time the funds for this particular country were authorized
and appropriated, its economy had recovered much more rapidly
then we had forecast and we didn't see any need to provide
gome btwenty ar thirty-six million dollars worth of assistance.
So Paul Hoffman just said, "No." The State Department sputtered
a Llittle, of couzree; but Hoiffman stuck to his guns; the country

in gquestion got along very well, thank you, and the funds were
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returned to the Treasury or reappropriated as part of the
subsemguent years program. Let me contrast that te the situation
a2 decade later. ©Let's see, President EisenhowWer was in office from

'52 tp '60, wasn't he?’
o PES:  Yes, ﬁf“'m

f
|

PITZGERALID: It was in 1960, either '39 oxr 'al: about the Ki-- 4
middle of April or first of June. The agency had--T mast admit
I take @ certain amount of credit or discredit for this—
about @ hundred million dellars unallocated that we didn't
rhink could be used effectively by our overseas “clients.”
0f course they were always happy to get everything they could,
you know, but we didn't think that the proposals that had
come in warranted zllocation of this money. BY that time,
Howewver, the State Department was in contreol of the aid agency,
specifically the Depubty Secretary of State for Economic hAffairs.
what in hell was his name? He came out of New York. He was

later Secretary of the Treasury in the early Kennedy days.,

SOAPES: Dillon,
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FITZGERALD: Yes, Dillon, ¢. Douglas Dillen. He said, HNHo,
let's parcel it out, and sa, god-damn it, he just sat down
and dished it ocut. 510 millien here, 520 million there, 530

million somewhere else. It was utterly unwarranted. If the

American taxpayer had known what was going on he should have f= -?
goreamad ko high heaven. There was no economic justification

for it. Dillon was not interested in any real economic justifica-
tion but was handing it out because he thought this would

help the State Department in its relations Wwith these countries.
Even if it 4did help, which I doubt, that wasn't what Congress
thought it was appropriated fer. Congress didn't appropriate
money for the State Department to hand out to improve relations.

I hadn't any ocbijections to the State Department having a fund

that it could use for this purpose. Perfeetly all right with

me if it went up and asked for such & fund and Congress gave

it to them, wonderful, fine. But to use funds specifically
appropriated for another purpose was in my opinion both legally

and morally wrong.

SOBPES: You thought they were using this money to buy friendship
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as pgpposed to giving economic aid,

FITZGERALD: Buying--well, buying friendship, ves. Buying
something. Maybe it was friendship; maybe it was something

else. Maybe it was a base, or something else.
-" ..'I
SORPES: Or a vete in the U.N. 2 2]

FITEGERAILD: 0Or a vote in the U.N. or any one of, oh, lots of
other non—-econcmic, non-developmental things. If this had
been justified before the congressional committese-~fine,

But, ch, boy, that wasn't what we justified it for.

SOAPES: Did you find any different attitudes in places like

the Department of Defense?

FITZGERAID: I don't know that I can answer that question,
really., My dealings with the Department of Defense wore
relatively limited. They were intimate only in respect of

a few epuntries in which the loecal currency, generated as the
result of economic assistance, was used by the receiving country

to pay the local costs of its defense establishment. So in
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those few instances the Defense Department would make a case

for authorizing the country concerned to spend perhaps more of
this local currency for the defense establishment than we,
looking at the economics side, would have liked. But T don't
remember that we ever got into @ major debate on it, We

usually compromised. Moreover it was the case only in relatively
few countries. 1In most instances the country for whom the
Defense Department was providing military assistance was able

te finance the local costs of its military establishment from

its own funds.

[Interruption] |3 )
Kﬂ;-WxH
SORFES: Were there agencies with whom you had more dealings

than Defense, other thanm State, like Agriculture or Commerce,

that you worked with in this field?

FITAGERALD: Agriculture quite a bit, yes, for a variety of
reasons. First of all, in the original Marshall Plan days
there was & lot of demand on the part of European countries for

agriculture products, food. And since there was a tight supply
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situatioen in this country at the time, we had a lot of discussions
with Agriculture about the availability of certain suppliss.
And second, originally the legislation reguired--I've forgotten
what the exact figure was--say twenty-five percent of the
ascistance provided overseas countries be agricultural products.
However this reguirement was gradually reduced and eventually
eliminated, alsoc after the first two or three years, three or
four years, supplies got more generous in this country and the
requirements from overseas reduced so the need for extensive
dealings with Agriculture on this particular matter disappeared.
However there was a major relatienship with Agriculture on

Public Law 480: (if you've ever heard of public law 480--)

T
g

SOAPES: Yes. £ A\
. o
.."“\-\.I\__ uit e

FITZGERALD: --which involved s great deal of time and attention
an the part our people and on the part of State people. The
responsibility for administering the act was fuzzy, in respect
of all three titles of the act, This involved innumerable

discussions and negotiations with the Department of Agriculture



Mr. Dennis FiteGerald, 5-26=76 Page 29

as well as with State, It was just continuous, sometimes
acrimonicus--I wouldn't say outlandishly so--but there were
major differences of opinion, différences of emphasis. One
major difference I remember particularly, involved the stateFJ
Department toc., The issue began to hecome important from i;
1952 on through all that decade. Billions of dollars worth of
food were being sold under Title 1 of Public Law 480. Indiz
Wag a big recipient but there wera many others. As reguired by
Title 1 of the Act each country had to pay for the grain,

oil or whatever in its leeal curreéncy, depositing that currency,
rupees or the pescs or whatever, in a special account in a

local banking institution. The account was kept in the name

of the donor country but was to ke used for developmental
(broadly defined) purposes as jointly agreed between the donor
country and the United States. But invariably, invariably, the
use of this local currency was left open when the sales agreement
was signed. At that time, the 1950's, the U.&. had huge
surpluses of agricultural products apd the Department of Agri-
culture wanted to, and was under great pressure to, get rid of

these surpluses, so its interest was exclusively in the sales
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agreement--it didn't give a hoot about the loeal currency
generated thereby. State tock the same position though for
somewhat different reasons. In some cases it felt that the
need was so urgent that nothing should be done that might
delay completion of the sales agreement. It invariably didn't
want to ruffle feathers of the donor country and generally
didn't consider the local currency much of an asset anyway.

We wanted to pin the country down on what this locdl currency

waz to be used for when the U.S5. had some leverage, i.e., at f-’?:.

Jf

the time of the sales agreement. Was it to be used to help hﬁ
Nt

-

develop more agriculture production locally or was it to be

used for a variety of other purposes, for education, for health?
But we were never able to get Agricalture or State to agree,

so that the lecal currency was always left open, and after

the horse was stolen, vou know, it's no damned good locking

the gate. The herse was stolen because after the sales agree—
ment was signed, the agricultural products shipped and the local
currency depesited, the 1.5, had no real leverage. If we thought

some of the local currency should be used to supplement the
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other resources the country was devoting to say education and
that country felt otherwise it could and freguently did ene
of two things; agree to the use of the local currency as the
U.S5. proposed but shifted the same amount of support from its

own resources out of education or just did nothing se the loecal

currency from the sales agreement just piled up in bank, We o

I f

[: =)

had billions of rupees in the special account in India for )
il L

example and ocur ability to influence their use was negligible.
gur relations with other Departments was less extensive.

Iin the case of Commerce it was primarily back in the early

days when there were export guotas on many products. If some

country wanted to use our aid funds te import something for

which the U.S. licensed export it was no use issuing the puxchase

authorization if Commerce wouldn't issue the export license. On

the other hand there was always @ lot of communication and

discussion with Agriculture and Interior and Commerce, HEW, about

matters over which lay in their fields of "expertiGe". If

we wanted some technicians to assist in irrigation projects

for example, we went either to, or through, the Department of
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the Interior because that's where most of the responsibility
for irrigation in this country lies. If it was education you
went to HEW; labor, vou went to the Labor Department. So

the agency's subject-matter specidlists were all the time
dealing with these, largely of course on an informal basis,
But in some instances the agency actually provided funds to

these Departments so That they could give more direct service

in their fields than wé otherwise could have expected to get,
In that respect we dealt with every agency of government to

a more or less degree. And I'm sure they still do.
5

(M

SORPES: What about the Ex—TIm [Export-Tmport] Bank? o ;f

FITEGERALIR: Oh, yve=, We had a lot to do with the Export-
Import Bank for a period of years when--gosgh, it's terrible

how 8 fellow'll forget., What the devil was it called, oh ves
Development Loan Committee. It was comprised of representatives
of the Ex-Im Bank, State and what is now AID, FOA, to consider
whether the ExX-Im Bank was interested in finmancing any under-
taking.that the agency would otherwise finance. ©0ld age got

me. There were guite @ few differences of opinion from time
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te time on the matter. Another thing, marginally important,
was that in 8 number of countries where the BEx-Im Bank had

made loans to the government they were pressing us to provide
more aid than we might otherwise have done so that the country
could repay the Ex-Im Bank with @ollars that it otherwise would
have to spend for imports. I was a little bit annoyed from

time to time to hear the Ex-Im Bank making so much of its repay-
ment record; never 8 default; all its loans always current;
interest was always paid; principal always paid en schedule,
when in some cases, not a great many, we were making that

possible with our aid to that ¢ountry. {; A

SOAPES: It wias going from one hand around back to the other

OnE .

FITZGERALD: Yes. And they were beasting about their perfect

record. 0Oh, wall, life is full of these little ironies.

SOAPES: What about the Hational Security Council? Did they

get involved with vour operation?



Mr. Dennis PitzGerald, 5-26-76 Page 34
FITEGERRLD: HNot very much, no.,
SORPES: Hot at all.

FITAGERALD: 0h, a little, but not very much. When Clarence
Randall, retired President of Inland Steel, was in the White

House he had a8 board or--
SOAPES: Council on Foreign Economics Policy? k3_ ;f

FITAGERALD: Yes, Council on Foreign Economic Policy that we
get mixed up in. We were a member of it. I found it generally
te be kind of a frustrating enterprise., T thipk the idea wag
good but somehow or other it never seemed to jell into anything

very effective. It fell into disuse, asg You know, after dwhile,
SOAPES: why was it +that it seemed to never jell?

FITAGERALD: T don't know, T really don't know except maybe

because sach member thought this was none of Clarence Randal]'s
business. I remember, ¥ou know, the State Department feeling

"This is my job. What's this fellow over in the White Hoise
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doing messing in it,"

SOAPESE: We have his papers out there.

FITEZGERALD: Have you?

SOAPES: Yes., Very good collection; wery large collection.
FITEGERALD: From the national--—-from the-=

SORPES: From the Council on Foreign Economie Policy, his

commission and his personal papers as well.
FITEGERALD: Well that should be an interesting bun:h-ﬁf papers.

SOAPES: BSo it was 8 conflict between a white House operation

and the various departments.

FITZGERALD: Yes, in part, and particularly sc with State

since it did involve foreign policy. Their representatives
always came over 8 little bit defensive and Clarence REndall
would allot so much time for discussion and then he'd saw it off.

0Oh, dear. People with their mouth open and he'd saw it off.
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SDAPES: Did you hear much of the argument in that time of
"we better hurry up and give 28id to this country before the

Soviet Union gives aid"? P

\

FITZGERALD: Well not exactly in that perticular form, but it
was implicit all along that it was important that we didn't

give the communists the opportunity to stick their ear into
these places. 1In the early days, you know, even throughout

most of the '50s the communists weren't in position to give

mach aid. That part of their foreign relations didn't develop
into any magnitude until later. But there was always the argument
advanced that if we failed to fully appreciate the regquirements
of X, ¥, and % that the communists would take advantage of

this situation to promote their interests. And, of course, you
know, during those days the Cold War was pretty hot on occcasion--

Berlin Rirleft and whatnot,

SOAPES: What about the various crises that 2rose during the
Eisenhower period--I'm thinking of Hungary, Middle Bast--did

your agency have special responses to those episodes?
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FITZGERRLD: Hungary or Iron Curtain, no. Middle East, of
courseé, we always had a big program in Israel. 2nd, you know,
we get mixed up in a lot of cases--the Aswan Dam for example
was one I remember., Here again Secretary bBulles was, you know,
wheeling and dealing. In those days-—-again I'd have to ao :
through the records but as I remember it--Congress gave us L's )

4

quite a little bit of flexibility in the legislation it Enacté&.
We not only had a kind of contingency fund but we alse could
transfer funds from cone account to another. As I remember, it
was late in the fiscal year in which this proposal began to
come to a head--and Dulles says, "I want so much to be avail-
able to commit to help comstruct the dam." We scurried around
and rearranged our accounts and put the funds that he said he
wanted to commit into reserve for him. We were doing what we
were told,--doing our part. But Dulles was running the show,
and we weren't even asked for any comments on the economic
merits of the project, just messenger boys ready to deliver
sacks of gold T guess. You probably know that story better

than I do now--but all of a sudden says Dulles, "no". There was
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some problems no doubt but [I] remember feeling they could
have been worked out. Forgotten now why Dulles felt that he

couldn't, why he turned them down.

SOAPES: But there'd been no consultation with your agency at

all in--—

FITZCERALD: Not on the substance, not on the substance. All
we were asked was Lo make sure that if Dulles went ahead and
the United States made this commitment, that the funds would

be available. There was practically neo discussion With us

on the merits of the project itself. There were other similar
cazes in which our only function seemed to be to come up with
the sacks of gald. One was the big Indus River project in
India and Pakistan, The leadership for that project was over
in the World Bank, as you probably know. When we finally got

a2 copy uf.the proposal I was very unhappy hecause I was pesitive
the damn cost was grossly underestimated. I was told that this
wag the best egtimate that the World Bank could make and, in

effect, who were you to know bhetter?
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Another program in the same category that I was very
unhappy 2bout was for another country that shall be nameless.
In this case the guid pro guc was access to military bases
for which we were to provide X amount of ecenomic aid to the
country. Here again I thought the proposal wasg guite unreal-

T

isticy; and as it turned out, it was. I'm just guessing now
2 ThE,

because I don't remember the figures, but my impression is F

that the ocriginal proposal involved let's say, 2 hundred L
million deollars worth of economic aid, aAnd I'm sure before it
ended we gave them 3 killion. I'm sure we did. And yet in

both these cases we went to Congress and asked for funds using
ag justification figures which I felt sure were grossly under-
stated. Ho wonder the Congress has become more and more
suspicious of the administration's proposals as it hecame

apparent as time passed that it haid been gressly misled.

SOAPEE: You've noted to me several problems, the problem of
dealing with State, of getting understanding of your position,
yvour priorities and that sort of thing; and you were there from

48 - '62, threugh three administrations. You pointed out



Mr, Dennis FitEGEIalﬂ; h=26-TH &a 40
ge

the agency had many differences with other departments and
agencies, in contrast to the situation under Paul Hoffman

L
but outside of that was there basically a continuity in terms

of these problems throughout the period?

FITEZGERALD: Continuity of the problems? You mean the rela—

tionship problems?
SCAPES: 1In the relationship problems, ves, K

FITZGERALD: Well, there was a cantinuity of problems all right,
but their resolution changed a grest deal it seemed to me, or is
that the correct way to say it? Let me g¢@ 1if T can be clear

on this point. Earlier when ECA, Economic Cooperation was
established and the Marshall Plan was put in effect, the
administrator was a2 peer, a member of the cabinet; so that if
there was @ difference of opinion or difference of judgment
between the agency 2nd another Department, particularly State,

the matter was resolved through discussion at higher levels as
needed, few of which got ap to the secretary of State and Hof fiman,

and none ever went to the White House. After that, as time
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progressed, the independent authority of the agency was grad-
pally reduced so that if there was 2 difference of opinion
petween the agency and ancther Department, State in particular,
there was no kind of perallel discussion. After a few eXper- ﬂ:
iences, our people wouldn't argue with State anymore. They Iiﬁ.TJ
gaid, "We're geoing te lose anyway, SO let's not waste our time."
By the 60's they had no independent authority; the agency
couldn't make any substantive judgments at all, as for example
on the hundred million dollars Doug Dillon gave away. It

seemed to me there's no place to appeal. I felt it was wrong
put 1 couldn't--and my boss, who at that time T think was Jimmy
riddleberger--had no place to appeal. And I think it was @
mistake. T don't think that we got our meoney's worth out of
that hundred million dollars; T really don't. I'm sure Doug
pillen would disagree emphatically with me and say, "Oh, best
hundred million dollars we ever spent.” And maybe from his
point of view, maybe from his point of view it was. But from
the point of view of what I thought was the purpose for which
the Congress had appropriated the funds I'm just as egually

positive that it wasn't well spent. The deterioration in the
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agency's "peer" status went on steadily throughout the whole
%
o
the =xective Orders and you can see step by step by step its“&:gé}

sixteen years that I was in the agency. You can go through

gradual development. I do not claim that the agency was
endowed with such infallibility that its judgment was always
right but I do insist that the programs it carried ocut when it
had "peer" status were, on the whole, far superior to, more
peffective than, those conducted after it became the eguivalent

of 2 "second class eitizen.”
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