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AMERICAN AID TO GREECE: THE MARSHALL 
PLAN AS A MODEL FOR DEVELOPMENT

Sebastian Bechmann

Abstract In response to a growing acknowledgement of the failure of international aid, one school of scholars 

KDV�LGHQWL¿HG�D�ODFN�RI�DLG�DV�WKH�GH¿QLQJ�FULVLV�LQ�GHYHORSPHQW��)URP�WKHLU�SHUVSHFWLYH��DLG�KDV�IDLOHG�LQ�GULYLQJ�

FKDQJH�QRW�GXH�WR�LQKHUHQW�ÀDZV��EXW�EHFDXVH�GHYHORSHG�QDWLRQV�KDYH�IDLOHG�WR�JLYH�HQRXJK��7KLV�VFKRRO�SRLQWV�WR�

the American Marshall Plan in Europe, which provided an enormous fund to the reconstruction and development 

of Europe’s shattered post-war economies, as the crowning achievement of international aid and a historical model 

for future endeavors. Surprisingly, few works have approached the Marshall Plan from a development perspective 

and even fewer analyze the Plan outside of Western Europe, whose states had relatively stable pre-war economic 

V\VWHPV��7KLV�SDSHU�VHHNV�WR�¿OO�WKH�JDS�LQ�WKH�VFKRODUO\�OLWHUDWXUH�E\�SURYLGLQJ�DQ�DQDO\VLV�RI�WKH�HIIHFWV�RI�$PHULFDQ�

aid to an economy both shattered by the war and underdeveloped before it. This study concludes that, by reinforcing 

FRXQWHUSURGXFWLYH�HFRQRPLF�UHJLPHV��SURWUDFWLQJ�D�YLROHQW�SROLWLFDO�FRQÀLFW�WKURXJK�SROLWLFDO�FRQGLWLRQV�DWWDFKHG�

to aid, and limiting rather than expanding trading options, U.S. aid actually did more harm than good to Greece’s 

economic development.

Introduction: The Marshall Plan as a Development Program

 Faced with the realities of delivering effective development aid, major personalities in and 

RXWVLGH�RI�WKH�GHYHORSPHQW�¿HOG�KDYH�MRLQHG�YRLFHV�LQ�D�URXVLQJ�FKRUXV�FDOOLQJ�IRU�D�PRGHUQ�0DUVKDOO�

Plan as a panacea for the ills that plague their respective aid projects (Chollet and Goldgeier 2005, 7). 

7KH�0DUVKDOO�3ODQ�LV� ODUJHO\�UHJDUGHG�DV�RQH�RI�WKH�IHZ�XQTXDOL¿HG�VXFFHVVHV�RI�GHYHORSPHQW�DLG��D�

remarkable humanitarian achievement in which the United States helped Western Europe to rise from 

the rubble of the Second World War. The Marshall Plan, according to the common consensus, both 

revitalized European growth and saved Western Europe from Communist domination (Chollet and 

Goldgeier 2005, 7). As a result, numerous personalities in the aid community have developed an awed 

nostalgia for the Marshall Plan, which they view as the epitome of a successful foreign aid program 

(Zachariou 2009, 303). 

 Perceptions of the Marshall Plan, at least in the West, have been generally positive. 

Americans use the Marshall Plan to highlight the tradition of alliance and friendship between Europe 

and the United States (Chollet and Goldgeier 2005, 10). In the U.S. and in most recipient countries, 

most historians view the Plan as an accelerator of European reconstruction; the Marshall Plan did not 

resurrect Europe singlehandedly, but it did hurry along Europe’s resurgence (Wexler 1983, 254). In 

countries with successful pre-war economies, such as Germany and Britain, this appears to be the case. 
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Yet these nations are hardly examples of the underperforming, chronically struggling economies that 

make up most modern aid recipients. The Marshall Plan in Germany or Britain may provide a blueprint 

for the successful reconstruction of economic powerhouses, but it cannot be used as a guideline for 

economic intervention in languishing countries. 

 Yet the Marshall Plan extended beyond Europe’s three strongest pre-war economies. While 

the Plan should not be described as a development program in Europe’s economic core, it could be 

approached from a development angle in the continent’s periphery. Greece makes for a timely example 

of the Marshall Plan as a development program. Unlike Western Europe, which had a strong economic 

foundation from before the war, Greece had one of the poorest per-capita economies in Europe (Wittner 

1982, 190), a labor force still primarily engaged in the agricultural sector (Candilis 1968, 1), severe 

economic inequality (Athanase 1959, 23), abysmal electricity and road systems (Warren 1998, 87), and 

D�OHJDF\�RI�GHSHQGHQF\�RQ�(XURSH¶V�JUHDW�SRZHUV��.RIDV������������,Q�PDQ\�ZD\V��*UHHFH�ZKHQ�WKH�¿UVW�

round of American aid began in 1948 resembles modern aid recipients.

 In Greece, the legacy of American aid left a very different impression than in Western Europe. 

Instead of departing with amity and leaving behind booming growth, as American technocrats did in 

England and Germany, the American Mission of Aid to Greece (AMAG), left Greece in a state of mutual 

frustration and with mostly stalled or cancelled projects (Munkman 1958, 98). In fact, the Greek case 

exhibits many of the same problems that plague modern aid projects, from an idealistic mission staff 

HDJHU� WR� LPSOHPHQW� D� RQH�VL]H�¿WV� DOO� DJHQGD� �:DUUHQ� ������ ����� FRUUXSWLRQ� DQG� SRRU� JRYHUQDQFH�

IURP�WKH�KRPH�JRYHUQPHQW��9HWVRSRXORV�������������DQG�D�FRQÀLFW�RI�SULRULWLHV�WKDW�XOWLPDWHO\�SODFHG�

politics over development for both the donor and recipient governments (Wittner 1982, 185). 

 Moreover, development aid in Greece fell victim to Cold War themes that reduced the country 

WR�D�SUR[\�EDWWOH¿HOG�EHWZHHQ�&RPPXQLVW�DQG�$PHULFDQ�LQÀXHQFHV��XQGHUPLQLQJ�GHYHORSPHQW�HIIRUWV�

by polarizing a fragile body politic to eliminate the possibility of healthy compromise (Zachariou 

2009, 303) and directing most remaining development money to strategic rather than humanitarian 

or economic concerns (Candalis 1968, 52). Simultaneously, however, Greece’s perceived strategic 

importance to American interests motivated the U.S. to send aid (Bland 1998, 50). Thus, Greece’s 

SROLWLFDO� VDOLHQFH� ERWK� MXVWL¿HG� DQG� XQGHUPLQHG� GHYHORSPHQW� DLG�� $PHULFDQ� SROLF\PDNHUV� YLHZHG�

*UHHFH�DV�WKH�¿UVW�EDWWOHJURXQG�RI�(DVW�DQG�:HVW��OHDGLQJ�WKHP�WR�LQYHVW�KHDYLO\�LQ�*UHHN�³GHYHORSPHQW´�

aid which the conservative and at times rightist Athenian government readily accepted, believing its 

aims to be aligned with American interests (Wittner 1982, xi). Nevertheless, the failure of American aid 

WR�VXI¿FLHQWO\�LPSDFW�*UHHN�GHYHORSPHQW�OHG�WR�IUXVWUDWLRQ�DQG�UHVHQWPHQW�IURP�*UHHN�HOLWHV�DQG�WKH�

population as a whole (Munkman 1958, 98).

Methods

 This study aimed to determine the effectiveness of the Marshall Plan as a development 

model. In order to do so, Greece was selected as a case study because it was a country that received 

American aid through the Marshall Plan with a low level of economic productivity before the Second 

World War (Vetsopoulos 2009, 275). Greece thus presents an example of the Marshall Plan as a true 

development program seeking to facilitate the creation of new growth, rather than a reconstruction 

program meant to reinstate pre-war growth patterns. Furthermore, Greece in the postwar era, with its 
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history of destruction, imperialistic domination, internal polarization, and economic inequality loosely 

resembles modern aid recipients, making it a relevant case to examine the effects of aid

 The Marshall Plan in Greece is closely tied to aid the United States began sending through the 

Truman Doctrine in 1947. This study does not differentiate between aid received through the European 

Recovery Program (ERP, as the Marshall Plan is formally known) and this previous funding. The 

Truman Doctrine and ERP ultimately had similar military objectives and proportions of aid devoted to 

military aid; furthermore, Truman Doctrine bureaucrats with AMAG remained in their positions for the 

Marshall Plan, carrying over the same political convictions, methods, and results. Thus, it is impossible 

WR�GLVHQWDQJOH�WKH�UHVXOWV�RI�WKH�WZR�SURJUDPV��+RZHYHU��GXH�WR�WKHLU�VLJQL¿FDQW�VLPLODULWLHV��WKLV�GRHV�

not alter the results of the study or its validity as an evaluation of the Marshall Plan as a model for 

modern development aid.

� )RU� WKH� SXUSRVHV� RI� WKLV� VWXG\�� GHYHORSPHQW� ZDV� GH¿QHG� DV� DQ� LQFUHDVH� LQ� SURGXFWLYLW\�

of the economy as a whole accompanied by an increase in the standard of living. The success of the 

independent variable, American aid to Greece, was then evaluated based upon results in two dependent 

variables. First, success in the economic sphere was measured by changes in productivity in the short 

run from 1947 to 1952, but more importantly in the ability of the Plan to establish the foundations for 

future growth after the duration of the development mission, and catalyze a widespread increase in the 

standard of living of Greek citizens. Second, the political effects of aid were measured by the creation 

of political institutions conducive to further development. These variables can be articulated in the 

primary hypothesis tested by this study: that the American development program failed to achieve its 

ambitious economic objectives as a result of its inability to reform the structure of the Greek economy, 

and it failed in developing political institutions that would support future growth by polarizing the 

government, thereby prolonging civil war and destroying any potential opposition to the conservatives 

in power. This hypothesis matches most closely the revisionist view described in the historiography 

section, though this study was more generous in acknowledging positive effects of the aid mission than 

most revisionist literature. 

Historiography

 Views of the American aid mission to Greece range from complete success, often with a focus 

on the U.S. success in keeping Greece outside the Communist bloc and on the long term economic 

EHQH¿WV��WR�FRPSOHWH�IDLOXUH�HPSKDVL]LQJ�WKH�SHULRG�GXULQJ�DQG�LPPHGLDWHO\�DIWHU�WKH�LPSOHPHQWDWLRQ�

of aid. In the 1960s, a wave of Greek scholars lamented what they viewed as an American failure to 

provide lasting reforms to the Greek economy, criticizing the mission for its focus on large, visible 

aid projects. In hindsight, these criticisms generally appear more a reaction to continued economic 

weakness in Greece rather than any actual harm caused by the Marshall Plan (Delivanis, 1967, 333). 

Building on this argument, revisionist scholars, including Jon Kofas, who wrote by far the most 

comprehensive work on the Marshall Plan in Greece available in English, argued that the aid program 

ZDV�QRW�RQO\�DQ�HFRQRPLF�GLVDSSRLQWPHQW��EXW�DOVR�DQ�XQTXDOL¿HG�FDWDVWURSKH�WKDW�SHUSHWXDWHG�D�FLYLO�

war that could otherwise have been resolved peacefully. These two schools often appear to fall into bias 

DQG�FULWLFL]H�HYHU\�DVSHFW�RI�WKH�DLG�SURJUDP�UDWKHU�WKDQ�WDUJHWLQJ�VSHFL¿F�ÀDZV��VDFUL¿FLQJ�DQ�REMHFWLYH�

view of the Plan for a general critique of American aid. 
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� ,Q�UHVSRQVH�WR�ERWK�RI�WKHVH�JURXSV��DQRWKHU�VHW�RI�VFKRODUV�KDV�GH¿QHG�WKH�0DUVKDOO�3ODQ�

as an economic and political success that set the economic foundations for Greek growth following the 

end of the civil war. These scholars reject the claim that the civil war could have been resolved without 

a violent, American-funded response. Instead, they assert that American aid was crucial to bringing 

the war to a close and making some progress on infrastructure creation to spur future growth. In some 

cases, these authors suffer the opposite problem as revisionist scholars: they view the Plan as a clear 

success, and reassert its success despite any economic failures. 

� %HWZHHQ�WKHVH�WZR�H[WUHPHV��D�QXPEHU�RI�VFKRODUV�KDYH�WDNHQ�PRUH�TXDOL¿HG�SRVLWLRQV��6RPH�

emphasize the mission’s political success, ensuring Greek partnership with “the West” (Zachariou, 

2009, 314). Still others have viewed the mission as economically successful in revitalizing the Greek 

economy, but hinted that the Marshall Plan may have set the political foundations for the military coup 

of 1967 by reinforcing the conservative right and destroying its socialist and communist opposition 

(Botsiou, 2009, 231). Discussion of the ERP in Greece has thus historically provoked a wide array of 

responses, varying both in emphasizing the economic or political aspects and in the degree to which the 

United States achieved success in both. 

Historical Analysis

 From its independence through the Second World War, Greece could be described as “an 

agrarian, merchant economy with modest resources and immodest aspirations” (Kakridis 2009, 243) 

that neglected the development of the former and depended on outside support to attain the latter. In 

this period, Greece was widely viewed as an inherently poor country that could only achieve economic 

viability through agrarianism, commerce, and emigration (Kakridis 2009, 243); in other words, Greece 

was expected to remain permanently poor. Following a coup that instated an authoritarian regime, 

*UHHFH� TXLFNO\� VXFFXPEHG� WR�*HUPDQ� LQYDVLRQ�GXULQJ�:RUOG�:DU� ,,�� WKRXJK� VLJQL¿FDQW� OHIWLVW� DQG�

rightist forces continued to mount resistance during the occupation. 

 The Second World War provides the immediate prelude to the American aid mission. The 

war resulted in a massive, widespread, and often systematic dismantling and destruction of the Greek 

economy and society. By 1945, 6.2 percent of the entire population had perished (Candilis 1968, 19). 

Furthermore, every sector of the economy had been decimated, with output in industrial production 

down to 36 percent of the pre-war level and agricultural production at 54 percent (Kofas 1989, 8). The 

German occupation also exacerbated Greece’s monetary problems. In order to avert monetary collapse, 

WKH�PLOLWDU\�JRYHUQPHQW�ÀRRGHG�*UHHFH�ZLWK�JROG�VRYHUHLJQV��H[SDQGLQJ�RQ�WKH�JURXQGZRUN�IRU�WKH�

Greeks’ over-reliance on the sovereign as currency in times of post-war instability (Kofas 1989, 11).

 After the war’s end, England took control of the Greek rehabilitation mission. Under the 

London Agreement, the United Kingdom supplied Greece with a 10 million pound loan, forgiveness for 

the debt accrued from 1940-1941 during Greece’s involvement in the war, a package of consumer goods 

DQG� RWKHU� HTXLSPHQW�� DQG�GHYHORSPHQW� DGYLFH�� ,Q� H[FKDQJH�� WKH�(QJOLVK� JDLQHG� VLJQL¿FDQW� FRQWURO�

over Greece’s monetary and trade policy, with the 10 million pound loan and an additional 15 million 

pounds from the Bank of Greece placed under British control (Vetsopoulos 2009, 279). Essentially, 

the Greek government surrendered its right to control its trade and central bank for a weak loan and a 

KDQGIXO�RI�LPPHGLDWH�EHQH¿WV��$OWKRXJK�WKH�GHDO�ZDV�VXFFHVVIXO�LQ�NHHSLQJ�ERWK�WKH�SULFH�RI�JROG�DQG�
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RI�WKH�GUDFKPD�UHODWLYHO\�VWDEOH��LW�OHG�WR�D�VLJQL¿FDQW�GHFOLQH�LQ�WKH�JROG�DQG�IRUHLJQ�H[FKDQJH�UHVHUYHV�

of the Bank of Greece as Greeks hoarded alternative currencies in anticipation of a monetary collapse 

(Candilis 1968, 32).

 The humanitarian counterpart to the London Agreement’s economic aid came in the UN 

Relief and Rehabilitation Agency (UNRRA), which sought to alleviate Greece’s desperate humanitarian 

position and construct a base for future development (Vetsopoulos 2009, 280). The UNRRA ran into 

familiar development problems in Greece. First, the mountainous north of the country had fallen 

under the control of Communists hostile to the Western aid mission, meaning that the UNRRA could 

not work effectively in the areas in which its help was most required (Kofas 1989, 14). Secondly, the 

DJHQF\¶V�JRRGV�ÀRRGHG�WKH�*UHHN�PDUNHW��OHDGLQJ�WKH�SULFH�OHYHO�RI�KXPDQLWDULDQ�JRRGV�WR�SOXPPHW��DV�

a result, “the industrialists cut back on production and stockpiled goods, and the merchants resorted 

to hoarding. Moreover, the farmers preferred to sell their products in the black market, which offered 

higher prices than the government-regulated market. The black market thrived, therefore, and 

undermined the legitimate economy,” (Kofas 1989, 23). UNRRA goods fell victim to corruption, as 

the agency chose to channel products through the Greek government, which favored elite contacts in 

Athens for the ultimate distribution of aid materials. Thus, much of the UNRRA’s aid failed to reach 

LWV�LQWHQGHG�WDUJHWV��DQG�LQVWHDG�OLQHG�WKH�SRFNHWV�RI�$WKHQLDQ�SUR¿WHHUV��7KH�7UXPDQ�DGPLQLVWUDWLRQ��

which witnessed the relative ineffectiveness of UNRRA aid in the face of Communist insurgency, 

pledged to take a different approach (Kofas 1989, 23).

 The promulgation of the Truman Doctrine in 1947 marked the transfer of control over 

the Greek aid mission from Britain to the United States (Kofas 1989, 56). The UK, which was in the 

process of dealing with the destruction of its own territory, could no longer afford to prop up the Greek 

VWDWH��ZKLFK�ZDV�UDSLGO\�GLVVROYLQJ�LQWR�FLYLO�ZDU�ZLWK�&RPPXQLVW�LQVXUJHQWV�¿QDQFLDOO\�VXSSRUWHG�E\�

<XJRVODYLD��.DORXGLV������������7UXPDQ��ZKR�GHVLUHG�WR�OLPLW�6RYLHW�LQÀXHQFH�DQG�YLHZHG�&RPPXQLVP�

DV�D�SROLWLFDO�PRQROLWK��.HQQDQ��������YLHZHG�*UHHFH�DV�YLWDO�WR�FRQWDLQLQJ�5XVVLDQ�LQÀXHQFH��-RQHV�

1998, 37) just as the British had done in the previous century (Kofas 1989, vii). Under the Truman 

Doctrine, the United States established AMAG, and delivered a total of $400 million, mostly in the 

form of military aid, to Greece (Jones 1998, 26). Accompanying this aid, hundreds of advisers arrived 

in Greece tasked with overseeing the distribution and implementation of aid. This mission would 

cooperate with the American embassy until the end of the Marshall Plan to ensure that their economic 

and political objectives could be achieved.

� $OWKRXJK�WKH�0DUVKDOO�3ODQ�VLJQL¿HG�D�UKHWRULFDO�VKLIW�LQ�SULRULWLHV�IURP�PLOLWDU\�WR�HFRQRPLF�

aid, in actuality the Plan represented a continuation of the same sort of aid policy. Although the ERP 

GLG�EULQJ�LQ�VLJQL¿FDQW�IXQGLQJ�IRU�LQIUDVWUXFWXUH�FRQVWUXFWLRQ��WKH�8QLWHG�6WDWHV�PDLQWDLQHG�LWV�IRFXV�

on military aid. It attempted to strengthen the Greek military from the threat of internal Communism 

and, after the outbreak of the Korean War, against the Soviet Union (Munkman 1958, 17). As a result, 

about a quarter of all Marshall Plan funds were allotted exclusively to the military (Kofas 1989, 102). 

In addition, ERP money went disproportionately to infrastructure projects with primarily military 

purposes, including transportation and communication (Kofas 1989, 102).

 The Marshall Plan ran until 1952, when ERP funds came to an abrupt end. American 

DLG�ZRXOG� FRQWLQXH� WR�ÀRZ� LQWR�*UHHFH�� VWLOO�PRVWO\� GLUHFWHG� WRZDUGV�PLOLWDU\� SXUSRVHV� �0XQNPDQ�

1958, 17). Notably, these funds were no longer part of the Marshall Plan’s development mission. This 
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differentiated them from both the ERP and the Truman Doctrine, which at least nominally focused 

on economic aid The departure of AMAG bureaucrats in 1952 thus marked the end of the American 

development mission to Greece.

Results of Analysis

Political Effects

� 7KH�$PHULFDQ�GHYHORSPHQW�PLVVLRQ�LQ�*UHHFH�HQWDLOHG�D�FRPELQDWLRQ�RI�SROLWLFDO�LQÀXHQFH��

PLOLWDU\�DLG��GHYHORSPHQW�DLG��DQG�HFRQRPLF�DGYLFH��8OWLPDWHO\��SROLWLFV�PRWLYDWHG�DOO�¿YH�IDFHWV�RI�WKH�

mission. The Truman administration based its decision to launch aid to Greece, both in the Truman 

'RFWULQH�DQG�0DUVKDOO�3ODQ��RQ�D�¿UP�FRQYLFWLRQ�WKDW�WKH�6RYLHW�8QLRQ�KDG�WR�EH�FRQWDLQHG�DQG�WKDW�

Stalin would not place limits on his ambitious expansionism (Kennan 1947). In reality, the Russian 

3UHPLHU�KDG�DOUHDG\�DFNQRZOHGJHG�WKDW�*UHHFH�EHORQJHG�LQWR�WKH�:HVWHUQ�]RQH�RI�LQÀXHQFH��WKHUHIRUH��

when Greek Communists asked Moscow for support, they were told to take a legalistic approach and 

expect no help from Russia if they chose to turn to violence (Kofas 1989, 140). As promised, when 

the Greek Communist Party (KKE) resorted to civil war in 1946, they received economic and military 

support from the Communist government of Yugoslavia, but not the Soviet Union (Jeffery 2000, 177). 

Thus, Truman’s premise that Greeks were a “free peoples… resisting attempted subjugation by armed 

minorities or by outside pressures,” (Truman 1947) simply was not accurate. Instead of a Russian-

VSRQVRUHG�PLQRULW\�¿JKWLQJ�WR�RYHUWKURZ�WKH�JRYHUQPHQW��WKH�*UHHN�&RPPXQLVWV�ZHUH�D�SRSXODU�SDUW\�

with only limited external support. 

 Nevertheless, the perception that Greece was in imminent danger of falling into the Russian 

VSKHUH� RI� LQÀXHQFH� GRPLQDWHG� WKH� 7UXPDQ� DGPLQLVWUDWLRQ�� $GGLWLRQDOO\�� WKH� SUHVLGHQWV¶� DGYLVRUV�

placed Greece, alongside Turkey and Iran, into the “Northern Tier,” a region considered strategically 

LPSRUWDQW�IRU�LWV�SUR[LPLW\�WR�WKH�8665�DQG�DV�D�EXIIHU�UHJLRQ�WR�WKH�0LGGOH�(DVW¶V�RLO�¿HOGV��.RIDV�

1989, 61). An early conception of the Domino Theory pervaded the administration’s thinking in its 

approach to Greece; it was crucial to hold Greece not only in order to deter further Soviet aggression 

in other states, but also because the rest of the “Northern Tier” would fall to the Communism if Greece 

collapsed (Bland 1998, 51). These concerns motivated the deployment of aid and advisors to Greece and 

dictated the use of aid as a political tool. Aid money to Greece was not intended primarily to instigate 

development, but to ensure that a pro-American, vehemently anti-Communist government maintained 

power in Greece.

 The politicization of aid for anti-Communist purposes began under the English mission 

immediately after the war. In 1944, the English distributed aid only in areas under control by the 

central government, excluding regions controlled by the KKE, successfully crippling the Communists 

for several years (Kofas 1989, 14). In 1945, rightists began a “White Terror” against Greek Communists 

with implicit Anglo-American support (Kofas 1989, 40). This violence undermined the KKE’s efforts 

to act within a legal framework and drove the party away from compromise and legalism. The result: 

full-scale civil war in 1946.

� :KHQ�WKH�8�6��LQKHULWHG�WKH�(QJOLVK�PLVVLRQ�LQ�������LW�UHDI¿UPHG�LWV�VXSSRUW�IRU�FRQVHUYDWLYH�

and rightist forces as a bastion against Communism (Kofas 1989, 94). The United States went to great 

lengths to deny the Communists any role in government, at one point, actively debating supporting the 
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installation of a government that would be “more authoritarian” than the rightists already in power 

(Wittner 1982, 121). Furthermore, the U.S. persistently used the threat of aid withdrawal to dictate 

policy to Athens. During the election of 1952, for example, the American ambassador stated that the 

ÀRZ�RI�DLG�ZRXOG�HQG�LI�WKH�UHVXOWV�ZHUH�QRW�DFFHSWDEOH�WR�WKH�8QLWHG�6WDWHV��=DFKDULRX�������������

Most importantly, the U.S. rejected a peace deal offered by the KKE in 1947 (Botsiou 2009, 218). At that 

point, the KKE had come to realize that they would not be able to persist as a political force outside of 

WKH�V\VWHP�DV�D�UHVXOW�RI�WKH�6RYLHW�8QLRQ¶V�UHIXVDO�WR�H[WHQG�DLG�DQG�WKH�LQVXI¿FLHQF\�RI�IXQGV�FRPLQJ�

from their cross-border allies (Botsiou 2009, 312). Instead, the KKE wanted to end the civil war and 

transition back into the political mainstream. By rejecting the peace offering, the United States forced 

the KKE to remain in political exile and continue in their violent efforts to gain control. By refusing 

to compromise with the Communists even when offered peace and promoting an unequivocally anti-

left attitude, the United States unnecessarily prolonged the civil war, brought unconditional support 

to an ineffective but repressively anti-Communist government in Athens, and prevented any viable 

opposition to a government badly in need of compromise. 

 The American mission’s anti-Communist stance further harmed the Greek economy by 

dictating a trade policy that deliberately excluded Greece’s natural trading partners, its northern, 

Communist neighbors (Kofas 1989, 111). This decision withheld from Greece some of the major 

EHQH¿WV�WKDW�WKH�0DUVKDOO�3ODQ�EURXJKW�WR�:HVWHUQ�(XURSHDQ�FRXQWULHV��ZKHUH�WKH�8�6��SURYLGHG�ORDQV�

WR� FRXQWULHV� VSHFL¿FDOO\� IRU� WKH� SXUSRVH� RI� LQWUD�(XURSHDQ� WUDGH� LQ� DQ� HIIRUW� WR� IDFLOLWDWH�(XURSHDQ�

economic integration (Wexler 1983, 252). By preventing Greece from trading with its neighbors and 

because Greece lacked goods desired on the Western European market, the U.S. denied Greece the 

RSSRUWXQLW\�WR�XVH�WKHVH�IXQGV�HIIHFWLYHO\�DQG�DWWDLQ�WKH�WUHPHQGRXV�EHQH¿WV�RI�H[SDQGHG�IUHH�WUDGH�

that aided industrialized Western European states. 

 The Americans’ priority of containing Communism also explains the disproportionate share 

of aid that the Greek military received through the American development mission. Of the $1,149.8 

billion of US aid to Greece from April 1948 to June 1955, $3,740 billion, or 22.7 percent, was formally 

allocated to military aid (Greece, Statistical Data Book 1956, 45). With the support of this aid, Greece 

maintained the largest per-capita military budget of the ERP countries, despite having 4 percent of 

Norway’s per-capita electricity consumption and 9 percent of Belgium and France’s (Athanase 1959, 

25). The Greek government argued that it required its massive military budget to defend against future 

Communist aggression, thereby using this budget in order to justify continued aid and American 

support.

� 7KHVH�RI¿FLDO�DOORFDWLRQV�GR�QRW�QHFHVVDULO\�UHÀHFW�WKH�UHDOLW\�RI�*UHHN�DLG��)RU�H[DPSOH��LQ�

1947, Congress appropriated $300 million for military aid, with a planned breakdown of 50 percent for 

the military, 48.5 percent for the economy, and 1.5 percent for administration. Because of the diversion 

of aid, however, the actual allocations of aid to Greece were 57.7 percent for the military and only 

41 percent for economic aid. Once this money reached the Greek government, even more of the aid 

formally allocated for economic purposes went to military and strategic projects (Candilis 1968, 48). 

The Greek government favored infrastructure projects with a degree of military utility, including roads, 

railroads, and communications networks. Unfortunately, this prioritization of military objectives over 

humanitarian or long-term development, in addition to the constant reallocation of aid from economic 

to military purposes on every level of the process, translated into an enormous diversion of American 

Bechmann



American University’s Clocks and Clouds, Volume 1, Spring 2012 

58

Bechmann

aid from development to the military (Wittner 1982, 188).

 After the end of the civil war in 1949, the U.S. mission began to put more pressure on the 

*UHHN�JRYHUQPHQW�WR�UHIRUP�LWV�XVH�RI�DLG�PRQH\�WR�IDYRU�GHYHORSPHQW�SURMHFWV��UHÀHFWLQJ�WKH�VKLIW�

towards the more economically focused ERP. Unfortunately, the outbreak of the Korean War a year later 

revived American fears of expanding Communism and renewed the prioritization of a strong military 

against suspected Communist aggression (Botsiou 2009, 225). In reality, Greece had little to fear at 

that point in time from its Communist neighbors, and the end of the civil war had effectively destroyed 

the KKE as a viable political force, eliminating the need to focus on military projects (Zachariou 2009, 

305). Nevertheless, the overstatement of the military for political purposes led to the persistent neglect 

of development goals.

Economic Effects

 When aid money was used for development, AMAG ran into many of the same problems 

encountered by aid agencies today. Corrupt bureaucrats and poor coordination with the government 

created a nightmare of red tape and confused authority (Munkman 1958, 99). A review of the ERP 

in Greece led C.A. Munkman, a State Department observer of the implementation of the Plan tasked 

with explaining the outcome of the program in Greece to American taxpayers, to remark that, of all 

the aid earmarked for development, only 10 percent achieved its goals (Munkman 1958, 284). In his 

RI¿FLDO�UHYLHZ�RI�WKH�0DUVKDOO�3ODQ�LQ�*UHHFH��0XQNPDQ¶V�OLWDQ\�RI�FRPSODLQWV�UHDGV�OLNH�WKDW�RI�DQ\�

modern aid worker: the yearly appropriation of aid meant that AMAG coordinators could only plan 

a year in advance for major infrastructure projects that demanded more time and commitment, a 

ODFN�RI�GHDGOLQLQJ�DELOLW\�UHVXOWLQJ�IURP�SRRU�FRPPXQLFDWLRQ�ZLWK�ORFDO�RI¿FLDOV�LQ�*UHHFH�DQG�WKRVH�

allocating funds in Washington, a failure to take into account the full consequences of decisions made 

RQ�HYHU\�OHYHO�RI�WKH�SURFHVV�OHDGLQJ�WR�ZDVWHIXO�RU�GRRPHG�SURMHFWV��DQG�SRRU�VWDI¿QJ�RQ�WKH�SDUW�RI�WKH�

*UHHN�JRYHUQPHQW��0XQNPDQ������������0RUHRYHU��WKH�DEUXSW�WHUPLQDWLRQ�RI�WKH�ÀRZ�RI�(53�IXQGV�

in 1952 left numerous major projects incomplete (Munkman 1958, 78), and the withdrawal of AMAG 

bureaucrats charged with running their completed projects left completed infrastructure out of action 

as the Greek government failed to step in and take over control (Botsiou 2009, 219). 

 To characterize these complaints in brief, ERP aid suffered from an extreme disconnect 

between those funding the aid, “Planners” in William Easterly’s development lingo (Easterly, 2006, 

114), and those actually receiving that aid. ERP Planners in Washington, DC pushed through programs 

that appeared useful to experts studying the Greek economy but had no bearing to the reality on the 

ground. For example, the United States spent approximately $1 million to buy horses for Greece, to 

be used for agricultural purposes. While at face value the program may have been useful, most of the 

horses bought were too old to breed, and thus useless in the long term, and also often bred for racing 

DQG�WKHUHIRUH�XVHOHVV�LQ�WKH�¿HOG��0XQNPDQ��������������

 While aid workers developing infrastructure in Greece experienced frustration with this 

DQG�RWKHU�ERUGHUOLQH�TXL[RWLF�SURMHFWV��$PHULFDQ�RI¿FLDOV�LQ�$WKHQV�FRQIURQWHG�D�FRUUXSW�EXUHDXFUDF\�

and population unwilling to accept reforms. For example, attempts to balance the Greek budget by 

slashing the public budget prompted an immediate protest from public workers in Athens, forcing 

American bureaucrats to immediately roll back the cuts (Wittner, 1982, 174). Thus, those attempting 

to implement the American aid project faced frustrations very similar to those of modern aid workers 
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ZHGJHG�EHWZHHQ�GLI¿FXOW�EXUHDXFUDFLHV�DQG�D�SRSXODWLRQ�QRW�QHFHVVDULO\�ZLOOLQJ�WR�DFFHSW�UHIRUPV��

� 7KDW� VDLG�� WKH� 0DUVKDOO� 3ODQ� GLG� DFKLHYH� VLJQL¿FDQW� VXFFHVVHV� LQ� VWDELOL]LQJ� WKH� FRXQWU\�

after a destructive war. The Greek road system was successfully rebuilt and expanded, revolutionizing 

domestic trade by expanding the range to which rural farmers could bring their goods (Warren 1998, 

87). Furthermore, Marshall Plan funds paid for important clean-water projects both in rural areas and 

in major cities (Munkman 1958, 188). Perhaps more importantly, Marshall Planners used the last year 

RI�WKHLU�PLVVLRQ�WR�SXW�LQWR�SODFH�D�PHFKDQLVP�WR�WUDFN�DQG�FRXQWHUDFW�LQÀDWLRQ�LQ�*UHHFH�LQWHQGHG�WR�

EXLOG�FRQ¿GHQFH�LQ�WKH�GUDFKPD�DQG�HQG�WKH�GLVDVWURXV�K\SHULQÀDWLRQ�WKDW�URFNHG�*UHHFH�DIWHU�WKH�ZDU�

�.RIDV������������7KH�³,QÀDWLRQDU\�'HÀDWLRQDU\�6KHHW´�UHJXODWHG�³LPSRUWV�DQG�H[SRUWV��WD[�FROOHFWLRQV�

and disbursements, bank credit, and gold sovereigns sales” and tied the deployment of funds to 

monetary stability (Vetsopoulos 2009, 292). Along with devaluation in 1953 (Vetsopoulos 2009, 293), 

WKLV� HIIRUW� DFKLHYHG� WKH�PLUDFXORXV�DQG�HQGHG�*UHHFH¶V�SRVW�ZDU�K\SHULQÀDWLRQ�� WHUPLQDWLQJ�DQ�HUD�

of dependence on the gold sovereign as the favored unit of exchange and stabilizing the economy as a 

whole (Vetsopoulos 2009, 290).

 However, instead of setting the foundations for future growth, this successful stabilization, 

restored Greece’s prewar economic status quo, which included high levels of inequality institutionalized 

E\�D�UHJUHVVLYH�WD[�VWUXFWXUH��:LWWQHU�������������FKURQLF�JRYHUQPHQW�GH¿FLW�OHDGLQJ�WR�DQG�UHVXOWLQJ�

from an over-reliance on foreign aid (Botsiou 2009, 225), and an overemphasis on military spending 

�.RIDV� ������ ������$0$*�RI¿FLDOV� UHIXVHG� WR� DGGUHVV� WKHVH� WKUHH� LVVXHV�� SUHIHUULQJ� LQVWHDG� WR� IRFXV�

RQ�SROLWLFDO�VWDELOLW\�DQG�VXSHU¿FLDO�HOHPHQWV�RI� WKH�*UHHN�HFRQRP\��7KLV� IDLOXUH�VWHPPHG�IURP�WKH�

alliance of Athenian elites with the American mission (Wittner 1989, 173), which pulled the Greek 

JRYHUQPHQW� ¿UPO\� LQWR� WKH�:HVWHUQ� FDPS�EXW� DOVR� DOORZHG� WKH� JRYHUQPHQW� WR� FRQWLQXH� QHJOHFWLQJ�

inequality and debt that plagued the country (Kofas 1989, 113). By prioritizing the military and highly 

visible, but relatively limited infrastructure projects, the Marshall Plan failed to achieve its full potential 

in laying the groundwork for future growth. Thus, a large portion of Marshall Plan funds went to waste, 

while those targeted to low-upkeep infrastructure projects such as roads, communications, and sewage 

met more success.

Conclusion and Implications

 In analyzing the results of the Marshall Plan in Greece, it is important to note that, in 

implementing the project, the Truman administration aimed primarily to win Greece for the West and 

GHQ\�WKH�6RYLHW�8QLRQ�D�FKDQFH�WR�H[SDQG�LWV�LQÀXHQFH�LQWR�WKH�(DVWHUQ�0HGLWHUUDQHDQ��-RQHV�������

24). Thus, a failure of the development agenda did not necessarily constitute a failure of the project from 

the American perspective. In fact, the Truman Doctrine and Marshall Plan were highly successful in 

PDLQWDLQLQJ�D�SUR�$PHULFDQ�JRYHUQPHQW�LQ�*UHHFH�DQG�DOO�EXW�HUDGLFDWLQJ�&RPPXQLVP�DV�D�VLJQL¿FDQW�

force in the country. However, as a development project rather than a political campaign, the American 

aid mission produced more mixed results. 

 On the positive side, American intervention helped to restore monetary stability to a country 

desperately in need of it. Considering the experimentation with different monetary policies on the part 

RI�*UHHN�DXWKRULWLHV�LQ�WKH�SUH��DQG�SRVW�ZDU�HUDV��LW�LV�SODXVLEOH�WKDW�$PHULFDQ�LQWHUYHQWLRQ�VLJQL¿FDQWO\�

UHGXFHG�WKH�DPRXQW�RI�WLPH�QHFHVVDU\�IRU�*UHHFH�WR�HVWDEOLVK�D�GHJUHH�RI�FRQ¿GHQFH�LQ�WKH�GUDFKPD��
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without which long-term growth would have faced severe impediment. Furthermore, development 

projects related to military goals no doubt aided long-term growth: building a more complete road 

network which connected isolated centers of KKE support, expanding clean water to rural areas to sway 

public opinion, and developing the communication system had both military and civilian purposes.

 However, the prioritization of combating Communism over development created serious 

KDUP�LQ�WKH�ORQJ�WHUP��%\�GHQ\LQJ�WKH�..(�WKH�RSSRUWXQLW\�WR�QHJRWLDWH�D�FHDVH¿UH��WKH�8�6��EURXJKW�

further destruction to Greece by lengthening a brutal civil war. Moreover, the conservative Greek 

government used American support to marginalize socialists who could have ended Greece’s dramatic 

inequalities if they been allowed within the political system.  Without an opposition, the conservatives 

running the Greek government were able to reestablish a corrupt government and a regressive tax 

system without question. The American aid mission, whose political intervention cannot be separated 

from the aid it provided, killed the possibility of compromise in the Greek system and set the stage for 

ineffective authoritarian governance. 

 In Greece, the American aid mission achieved ambiguous results. Ultimately, it is impossible 

WR�GHWHUPLQH�ZKHWKHU�*UHHFH�ZRXOG�KDYH�EHHQ�DEOH�WR�DFKLHYH�LWV�VLJQL¿FDQW�JURZWK�DIWHU�WKH�HQG�RI�

the Plan without the stability the mission provided from 1947-1952. However, this growth does not 

appear to have stemmed directly from Truman Doctrine or Marshall Plan funds, which were relatively 

ineffective as tools of development due to their conversion into military funds, wasteful projects, and 

loss to corruption. Thus, the large, visible infrastructure projects labeled with Marshall Plan slogans and 

logos for which the Plan is best remembered do not appear to have played a role in Greek development in 

WKH�ORQJ�WHUP��HVSHFLDOO\�VLQFH�PDQ\�ZHUH�DEDQGRQHG�ZKHQ�WKH�PRQH\�VWRSSHG�ÀRZLQJ�LQ�RU�DEDQGRQHG�

E\�*UHHN�DXWKRULWLHV�DIWHU�WKH�GHSDUWXUH�RI�WKH�$PHULFDQ�RI¿FLDOV�UXQQLQJ�WKHP��%RWVLRX������������

 Those who wish to use the Marshall Plan as a model for future development efforts would do 

well to remember the highly charged political context in which the Plan was created. The true legacy 

of the Plan, at least in Greece, is not economic development, but political allegiance. Although the 

Plan did achieve some successes in stabilizing the Greek economy and providing basic infrastructure, 

WKH�SROLWLFDO�EDJJDJH�LW�FDUULHG�RYHUZKHOPHG�LWV�EHQH¿WV��HVSHFLDOO\�ZKHQ�WKH�LQHIIHFWLYHQHVV�RI�PRVW�

American aid is taken into account. The huge funds attached to the plan were only possible due to 

the convergence of anti-Communist motivations in the Truman administration and Greek elites, the 

former of whom were willing to provide massive amounts of money to contain Communism and the 

ERWK�RI�ZKRP�ZHUH�ZLOOLQJ� WR� VDFUL¿FH�GHPRFUDF\�DQG�GHYHORSPHQW� LQ�RUGHU� WR�PDLQWDLQ�D�KROG�RQ�

power. 

 The Greek example ultimately discourages the use of the Marshall Plan as a model. Massive 

infusions of aid money delivered through an ineffective government and allocated for mostly non-

developmental purposes failed to encourage development in Greece just as it would today. Furthermore, 

the scale of the Plan comes across less positively when accounting for the failure of many of its large, 

visible projects as compared to the success of less interesting, but more important efforts that could 

KDYH�EHHQ�DFKLHYHG�ZLWK�VLJQL¿FDQWO\�OHVV�IXQGLQJ��:KLOH�WKHUH�DUH�SRVLWLYH�H[DPSOHV�WR�GUDZ�IURP�WKH�

implementation of the Plan, such as the stabilizing of the drachma through the controlled release of 

GHYHORSPHQW�IXQGV��WKH�(53�DV�D�ZKROH�ZDV�QRW�DEOH�WR�GHOLYHU�VXI¿FLHQWO\�LPSUHVVLYH�UHVXOWV�LQ�*UHHFH�

to warrant the applause it receives as a development program. Instead, the Marshall Plan should be 

used as an example of the importance of targeted, intelligent aid that takes the context of the recipient 
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nation into account. 

 When formulating future research, this study would suggest two potential courses. First, 

more quantitative analysis of the Marshall Plan in Greece could provide a more detailed explanation on 

the areas in which the program found success, where it failed to stimulate the economy, and potentially 

RQ�LWV� ORQJ�WHUP�HFRQRPLF�HIIHFWV��6XFK�DQ�DQDO\VLV�ZRXOG�QHHG�WR�RYHUFRPH�VLJQL¿FDQW�REVWDFOHV� LQ�

¿QGLQJ�UHOLDEOH�GDWD��HVSHFLDOO\�FRQVLGHULQJ�*UHHFH¶V�TXHVWLRQDEOH�UHFRUG� LQ�HFRQRPLF�GDWD�NHHSLQJ��

however, it would add weight to the largely qualitative arguments provided by this paper. Second, 

it could be revealing to draw a direct comparison between the Greek development case and that of 

another country. This study views Greece as a case study of one development method - the application 

RI�SROLWLFDOO\�TXDOL¿HG�DLG�WR�D�FRXQWU\�HQJDJHG� LQ� LQWHUQDO�FRQÀLFW��%\�FRPSDULQJ�WKH�*UHHN�FDVH�WR�

that of another country, it could be possible to control for differences in the independent variable, the 

structure and application of the aid program, in accounting for differences in results. It may thus be 

possible to formulate more successful aid packages by comparing the variation in input and results 

EHWZHHQ�GLIIHUHQW�DLG�SURJUDPV���Ɉ

Bechmann
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