HOW DO YOU SPELL DEVELOPMENT?

A.LD.’s
identit y
CRISIS

ome strange and troubling things are going on with this.
country’sforeign aid program, and they have nothing to dowith
the charges of mismanagement and fraud that seem to preoc-
cupy the media. The administration and the Congress have
failed to address effectively the development challenges of
poor countries at a time when the need is urgent and solutions
are at hand. Now, more than ever before, accelerated devel-
opment in the less developed countries of the world will serve
the interests of this country and will promote world peace,
security, and prosperity.

“Whathappens to the Agency for International Development .
will affect the shaping of foreign aid policies,” AFSA A.1D. Vice
. President Priscilla Del Bosque recently wrote. “The agency’s

BY fate will also affect the outcome of today’s unprecedented
l , opportunities throughout the world for lasting economic and
C. STUART CALLISON democratic change. If A.LD. is unable to meet these challenges
: successfully, the very survival of the agency is at stake. . .. The -
AND fundamental problems facing the agency today can be summed

up in two words: leadership crisis. The agency is unable to

assert forcefully and effectively an agenda for development.”

JOHN G. STOVALL Why is it that A.LD., until recently considered the preeminent
' international development agency, now finds itself on the

defensive in a national debate about foreign assistance priorities?

Why is A.LD. going off in directions that give too much attention

to short-term programs and priorities not in the interest of long-

term economic development? And why, according to Lane

Holdcroft, a retired Senior Foreign Service Officer who inter-
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viewed 50 mid-level and senior A.L.D.
staffers, is morale among career professionals “extraor-
dinarily low,” in an agency where most of them once
considered the work exciting, challenging, and reward-
ing? But the para-
mount question is
about A.1.D.’s ability
to grasp present op-
portunities and to
inspire American
leadershipinthe post
Cold War “world or-
der.”

Several study
groupshave recently
called for foreign aid
reforms. One par-
ticularly prestigious
group was commis-
sioned by the Board for International Food and Agricul-
tural Development and Economic Cooperation (BIFADEC)
and chaired by G. Edward Schuh. The task force recom-
mended major changes in the U.S. approach to foreign
assistance (see box, page 33). But, although A.LD. was
one of the task force’s sponsors and Administrator Ronald
Roskens offered his personal encouragement, the group’s
recommendations so far have had litde effect on A.LD.
policy or programs.

Why the lack of enthusiasm from the agency pnmanly
responsible for fostering development in poor countries
around the world? The answer, we believe, can be found
1in a shifting rationale for foreign assistance, lack of clarity

. in the A.LD. mission, the still evolving vision of a new
world order, and the lack of appreciation among top
~ managementof opportunities for unprecedented progress
~ in development. ,

Replacing containment

The rationale for foreign assistance has been shifting
for some time, as Cold War containment policy has
eroded. David Steinberg, a former A.LD. official, main-
tains that the administration already has a new rationale
to replace containment, and it is based on serving U.S.
commercial interests in the Third World. “What is new in
the Bush plan,” he says in the Christian Science Monitor,
“is.an effort to assist directly American businesses that
compete in certain world markets.” A policy based on this
rationale would engender, for example, large capital
projects and aid tied to the use of U.S. products.

The debate about a new rationale is ongoing, and
there are other, less contentious components, such as
assistance to emerging democracies and dealing with
environmental degradation. Vernon Ruttan, a longtime
observer of A.LD., is pessimistic that a replacement for
the “Communist containment” rationale will be found in
the near future. In a 1991 article in Challenge, he con-
cludesthat, “. .. the continuing fatigue and disorientation
in the U.S. bilateral effort will not be resolved by the

32 o FOREIGN SERVICE JOURNAL @ JANUARY 1992

typical Washington remedy—reorganizing A.1.D.”

An extensive reorganization exercise designed to
streamline AID.'s management was undertaken by
Administrator Roskens in 1990 It promises to simplify the

’ project design and
approval process,
shorten the pro-
curement process,
improve the em-
ployee incentive
structure, and focus
attention more on
“results”—on
achieving specific
development ob-
jectives in each
country. These re-
forms are com-
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do not d&l with the more fundamental concerns of
establishing clear agency objectives, of rationalizing
priorities and choices among different objectives (many
of which are imposed by the Congress), or of developing
sound strategies for solving development problems.

Hearts and minds

The struggle for the soul of A.LD. has been going on
for some time. Congress attempted to capture it with the
1973 Foreign Assistance Act, known as the Basic Human
Needs (BHN) mandate or “New Directions,” redirecting
development assistance to the poor majority in develop-
ing countries. But in the later,1970s, Congress and the
Carter Administration began to shift resources away from
BHN toward security interests. The Reagan Administra-
tion accelerated the shift toward security interests and
stressed the private sector as the key to development.

Soon after Ronald Roskens was sworn in as adminis-
trator in March 1990, he tried to clarify the mission of the
agency. The starting points were five major foreign policy
challenges Secre™tary of State James Baker cited at
Roskens’ swearing-in ceremony. These became known
as “Baker’s Charge™:

1) Consolidate the worldwide l;rend toward democ-
racy;

"2) Build stmng, free-market economies;

3) Help the (regional) peacemakers;

4) Address transnational threats—environmental deg-
radation, drug trafficking, and terrorism; and

5) Strengthen international ties . . . to ensure that the
positive world trends we see will continue . . . [We] must
respond to needs in the developing world.

A committee of top A.LD. staff was asked to draft an
agency mission statement based on Baker's Charge, and
many development professionals were dismayed toleamn

that the early drafts omitted any mention of development -

itself or of human capacity building. Baker's fifth point
had become simply “disaster relief.” To his credit,
Roskens circulated a draft for comment and, after much

mendable, but they
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Voice in the Wilderness

At a conference on Capitol Hill in June 1991,
the Task Force on Development Assistance and
Cooperation unveiled a report that recommended
major changes in the current U.S. approach to
foreign assistance. The task force, commissioned .
by the Board for International Food and
Agricultural Development and Economic .
Cooperation (BIFADEC), called for the United
States to recognize a new rationale for foreign aid
based on a more realistic assessment of U.S. self-
interest. , ,

This blue-ribbon task force, one of several
study groups calling for similar foreign aid reforms,
challenges A.L.D. to shift from its increasing
emphasis on providing financial support to
developing countries, which the United States can

- ill-afford, to more collaborative development and
- sharing of knowledge and investments in human
~ capital.

The priorities it recommends diverge
significantly from present trends in A.l.D. The task
force would emphasize long-term activities, such
as building human capital, developing agricultural

~ technology, strengthening market and service-
oriented institutions, promoting family planmng, _
improving equity and broader access to B
productive resources and services, and
encouraging environmentally sustainable

~ development. These activities should be
undertaken in collaboration with host country
counterparts, relying on indigenous institutional
‘capacity rather than on expensive expatrlate
technical assistance teams.

The task force would have A.1.D. place low

priority on large capital.infrastructure
expenditures, mixed credits; tied aid, and other

* subsidies to U.S. private enterprise, and ,

deemphasize costly financial assistance with

- short-term impacts, such.as cash transfers for

balance of payments and budgetary. support;

Although both capital infrastructure and .

-commercial investments are: |mmensely lmportant

“the report notes that the international capital

~ market can now: provide for such investment
~ needs in  developing countries pursuing sound
economic policies-and: maintaining a favorable
investment policy. Private capital markets cannot,
however, support essential investments in

education, health servrces famrly planmng,

- environmental protection, research and

technology development, and other public sector
activities that do not generate profits.

The United States has a distinct comparative
advantage in' most forms of human capacity
development, such as education, health,
research, trarmng, and institution-building, and not

- inthe provision of capital assistance, which

- requires large sums of money for each project.
‘The American comparative advantage is

- especially strong in all aspects of agriculture,

including research, education, cooper‘atives and

- agribusiness development. In view of this and of

the continued:importance. of agncultural
development in most developing countries, the
task force is sharply critical of A.l.D. for

‘downgrading the development and dissemination |

of more productive and sustainable agricultural

technology in its plans and programs. - '
The report agrees with A.1.D. and the World

Bank that policy reform and structural adjustment

programs are frequently necessary for successful
economic growth and that A.1.D. should not waste
_ resources in countries where bad policies -
_seriously inhibit their productive use. However, it

considers. burldmg the indigenous capacity to

- design, mterpret and implement reform and
- adjustment programs, not large capital transfers,

to be the foundation for the programs’ success. It
also agrees with the importance of promoting

private sector development but argues that, once

the legal and policy environments are suppomve

~ the most produ,ctlve investments A.L.D. can make '

toward this end are those that build‘human
capacities- and effective educational, research,

health and other essentral economlc and socnal

servrce lﬂStltUt 10ns.

- Although A.l:D..was one of the sponsors ol the'} :
- task force and it received personal L
- encouragement from the A.l.D. administrator, the

report and its recommendatlons have so far had

~little-impact on. agency pollcy In a University of
* Minnesota staff paper on A.l.D. and the
"unlversmes Btian Jordahl and Vernon Ruttan

noted that “The response of A.LD. personnel

‘ revealed their indifference to. the report.”

o £ Stuart Calhson and John G. Stovall
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'~ internal debate, the final A.ID. Mission Statement issued
in September 1990 added a “concem for individuals and
the development of their economic and social well-
being” and a statement that “A.LD. assists nations . . . [to}
improve the quality of human life and . . . expand the
range of individual opportunities by reducing poverty,
ignorance, and malnutrition.”

The concemed staff thought they had won a victory,
but it proved premature. The last sentence quoted was
conspicuously omitted from the administrator’s state-
ment in the A.L.D. FY 1992 Congressional Presentation
(submitted in February 1991), which quotes most of the
rest of the Mission Statement. In the Bush Administration
rewrite of the Foreign Assistance Act, submitted to
Congress in April 1991, building human capacity is listed

as a form of humanitarian assistance rather than eithera’

productive investment or an ultimate development goal,
and the reduction of poverty isa “humanitarian assistance
need” rather than a central purpose of development.

Trickle down or filter up?

Part of the intemal disagreement is about whether
economic growth is an end in itself or a means to raising
incomes of the poor. Taking its cue from Baker’s Charge,
present A.LD. leadership has given even greater empha-
sis to economic
growth, long con-
sidered one of the
main purposes of .
foreign assistance,
while improvement
in human capacity
has been relegated
to a form of hu-
manitarian assis-
tance.

Economic grow-
th is a means—and
a very important
one, without which
people-oriented
goals cannot be
achieved and sus-
tained—but it is not
an end in itself. The
pattern of growth
and the distribution
of its benefits are
important consider-
ations. In contrast, greatéer indigenous human capacity is
not only an ultimate development goal that economic
growth must sustain, it is also a critical element in
sustaining economic growth. Without increasing human
capacity, it is impossible to break the vicious cycle of
poverty and succeed at development.

Some in A.LD. have zealously pursued market-ori-
ented growth per se. During the tenure of the late Alan
Woods as A.LD. administrator, his chief of staff main-
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tained that public sector expenditures on health and
education were “consumption” activities to be discour-
aged. Private sector delivery of social services was the
preferred alternative.

Tied aid

Key agency officials have sought support fromthe U.S.
business community by proposing and promoting greater
use of large infrastructure programs tied to U.S. pro-
curement and other forms of “tied aid and mixed credits.”
This would subsidize selected U.S. exports abroad. Until
now, such assistance has been generally discouraged as
a matter of policy, because it is inconsistent with the long-
standing U.S. position favoring free trade, although it has
long been permitted in specific situations to counter
similar support by foreign governments to their exporters.

In testimony before the House Foreign Operations
Subcommittee in March 1990, a senior A.LD. policy

‘official proposed a major reallocation of funds to support. .

programs of this nature, stating that, “The most important
contribution the United States makes to economic progress
in developing countries is its own economic growth. U.S.
economic growth has generated increased markets for
developing country exports.” He said, “U.S. economic
assistance must become part of the U.S. effort to compete

inthe global market.” This position is difficult to reconcile
with the fact that the U.S. economy has been growing for
decades without much positive effect on the poorer and
more distant developing countries. Furthermore, subsi-
dies to private U.S. firms encourage misallocation of
resources toward commercial activities that are not to our
own comparative advantage and cannot be sustained
without further subsidies.

During the debate over revisions in the Foreign
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Assistance Act in 1991, the administration formally op-
posed large-scale use of mixed credits and tied zid for
capital projects. The administration maintained that such
programs would conflict with the U.S. negotiating posi-
tion in favor of freer trade and reduce flexibility to
respond to political and security concems. Letters from
the Department of State to the Senate Committee on
Foreign Relations, responding to a legislative initiative to
this effect (sponsored by Democratic Senators Boren,
Bentsen, Byrd, and Baucus and dubbed the “Killer B's”
bill), agreed, however, that “U.S. bilateral assistance
(should) be used to the maximum extent possible to
support U.S. goods and services.”

Despite the administration position against the “killer
B’s” bill, this initiative is still very much alive. It recently
passed the Senate 99 to 0 as an amendment to the Foreign
Assistance Authorization Bill (although it was later weak-
ened in the conference committee). Furthermore, A.LD.
has requested congressional authority to use develop-
ment assistance (DA) funds for an expanded capital
infrastructure program tied to U.S. procurement and is
considering a request for a fairly large sum to support a
“Capital Projects Fund” in its FY 93 budget submission.

Lost opportunity

While the struggle for the soul of the agency goes on,
the possibility of significantly reducing poverty and
hunger through development is within our grasp. There
is no longer much mystery about how to achieve
sustained economic growth and development if the
people and their leaders adopt the requisite policies and
direct their own resources toward those ends. :

Despite the poverty and income disparities of devel-
oping countries, the technology and institutional models

. exist that, when adapted to each country’s particular

conditions, can:

 Provide productive employment for most workers and
raise family incomes above the poverty level

» Reduce hunger, ignorance, and preventable disease

* Promote democratic, pluralistic societies, and

- Enable each country to share global prosperity in a

sustainable environment.

- Experience has shown that these goals are attainable
over time, even though the path to success is fraught with
political difficulties. Several countries have mastered the
basic.requirements and are making rapid progress, but
many others still lag far behind. The “new world order”
can be accomplished without diminishing the income of
any other country, as some fear. Indeed, the more other
countries, using their own resources, can provide for
their own basic needs and increase their household
incomes above poverty levels, the more of our exports
they will be able to buy. Poor people are also poor
customers. Supportive human resource and institutional
development (broadly defined to include the policy and
regulatory environment) and broad-based, market-ori-
ented, sustainable economic growth are essential means
to achieving these goals. In most countries, measures to

reduce the rate of population growth and to enhance the
productivity of agriculture, especially the production,
processing, and distribution of food, are also important
ingredients of success.

Doing good and doing well

In a world where 35,000 people, mostly children, die
each day of hunger, malnutrition, and disease arising
mostly from abject poverty, most people feel a sense of
humanitarian urgency. The prize is more than a noble
humanitarian goal, however, as important as that is.
Democracy requires a well-informed and educated elec-
torate, difficult to sustain out of poverty. Rapid popula-
tion growth combined with poverty and declining per
capitaincome putsinexorable pressure on the environment
and natural resource base, the resulting degradation of
which affects us all. Increasing demographic competition
for static or declining sources of income leads tolocal and
regional strife and is not conducive to political stability,
world security, or the development of democratic insti-

- tutions, not to mention profitable world trade.

In its World Development Report 1990 oni Poverty the
World Bank compiled impressive evidence that poverty
can be ameliorated rapidly and in a politically sustainable
way by pursuing a two-part strategy: “The first element
is to' promote the productive use of the poor’s most
abundant asset—labor. It calls for policies that harness
market incentives, social and political institutions, infra-
structure; and technology to that end. The second is to
provide basic social services to the poor. Primary health
care; family planning, nutrition, and primary education
are especially important. The two elements are mutually
reinforcing; one without the other is not sufficient.”

Vernon Ruttan, reviewing the lessons leamed from
several decades of development assistance in both sector
and macroeconomic policies and assistance programs,
concludes that, “The removal of distortions in monetary,

. fiscal, trade, commodity, and consumer policy does not

produce development! Policy reform is, in some coun-
tries, a necessary condition for development. . . . But the .
real sources of economic growth are investments in
buman and physical capital and in productivity-en-
bancing technical and institutional change.”

The evidence is strong that the way to real, sustain-
able, economic and social development is known and, -
while difficult, isachievable. It is the way to a “new world
order” that would be far more than just a “pax Americana”
or a “pax United Nationae” based on a multilateral
military peacekeeping force and a-reduction in nuclear
armaments. But, while the administration and Congress
wrangle over how to carve up the limited development
assistance budget and other contentious issues, such as
family planning, the golden opportunity seems to be
slipping away.

Charting a course |
The accomplishments of the administration in seeking
peace and managing delicate relationships in the Middle
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recognize that many of the problems
are beyond that agency’s control. We
are encouraged that a strong but dwin-
dling core of development profession-
als remain committed to improving life
in the developing world. . . . We must
keep on trying for reform. It is in our
own best interests to do so.

G. Edward Schuh

Dean and professor

Hubert H. Humphrey
Institute of Public Affairs
University of Minnesota

To THE EpITOR:

Congratulations to the Journal and
to Stuart Callison and John Stovall for
giving us a very important and thought-

“ful article on USAID. It takes courage to
write and print an article like this. But
today’s events, as well as loyalty to
longer-range American interests, de-

~ mand it. We must all face up to the fact
the USAID is on the slippery slope of
post-Cold ‘War internal politics and of
dramatic changes in many of the devel-
oping countries—countries which face
chronic problems of poverty and envi-
ronmental degradation. The president
and the secretary of State have had litle to
say onthese subjects, and the statements of
USAID’s leadership have nothelped much.

But your article has helped. It has
helped open up what will probably turn
out to be a long debate on what fun-
damental US. interests need to be
promoted and protected in our relations

* with the developing countries and what
ways are most effective in serving these
interests while helping developing
countries to meet the needs of their
rapidly growing populations.

Callison and Stovall have hit the
bull's-eye by highlighting those objec-
tives, shared by the administration,
Congress, and most of your readers, in
the context of tough budgetary restraints.
The authors point out the priority USAID
should give to helping these countries

- develop their human resources through

research, training, and institution

building. This is what we, as Americans,
do best—and it is relatively cheap.

The journalis to be commended for

airing well-informed views on a subject

that demands the attention of all of us.

Robert O. Blake

Ambassador, retired

Washington, D.C.
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To THe Entror:

The article, “A.1.D.’s Identity Crisis”
has awakened me to the present status
of the agency where I made my home
for so many years.

As long as one worked overseas in
the aid environment, he knew what his
job was—ito help the indigenous gov-

emment and people to help themselves. -

This may have been a spinoff of what
the U.S. government perceived as its
aims—short-term political, long-term
economic, or anti-narcotic—but we
generally spent the taxpayer's money to
help the common people. . . .

USAID sometimes has influenced
the consumption of American products

abroad. However, let us not make the -

promotion of Americanexportsthe main
purpose of USAID. I would have con-
siderable difficulty inaccepting a USAID

- role to serve U.S. commercial interests.

While true that we justified the pro-
gram partly on security grounds, I always

* felt that the U.S. had humanitarian aims,
" also. Replacement of the Communist
.superpower and its allies in Eastern

Europe by a new insecurity afflicting the
peoples of those countries would seem
to offer USAID an opportunity to play its
traditional role once again. I hope that
USAID and Congress will be able to
accept this challenge, despite budget-
ary problems, and allow me to hold on
to this idealism I've cherished about my

past career. :
Carl R. Fritz
USAID, retired
Chapel Hill, North Carolina

To THe Eorror:

The artide, “A1D.’s Identity Crisis” by

* Stu Callison and John Stovall is an inspiring

call to USAID to get back to the business of
doing what does best, and as such has my
full support. I have some difficulty, how-
ever, with the section on “Tied Aid,”
particulady the use of the term “subsidy.”

For one thing, USAID’s involvement

in mixed credits has been minimal. . . .

While mixed credits may amount to a
subsidy, the authors apply the term
“subsidy” to USAID's procurement re-
quirements, as well. I do not agree with
applying this term to source/origin re-
quirements, which have been with us
since the birth of the agency. Most of
USAID's procurements of goods and
services are based on competitionamong

U.S. fimms, and suppliers eam no more
from USAID-financed procurementsthan
from commercial sales. If the “subsidy™
is imputed to be the difference between
the cost of the U.S. commodity and that
which may be available from suppliers
from other countries, this is not a sub-
sidy except in the sense that all of
USAID’s programs are subsidies. . . . 1

* frankly believe that bilateral assistance

should be tied to the donor. By defini-

tion American aid should consist largely

of American products, services, and

technology. . . . The fact that they are
American is justification enough.

Anbur J. Laemmerzabl

.« Director, Office of Commodity

' Management and Trade

‘To THE EpiTor:

I work in an office on the campus of
a Big Ten university. I read the article,
“A.LD.’s Identity Crisis” with particular

interest; as I was recently told I will be

laid off from my job due to budget cuts.

Because of the aims of our project, I
am often reminded of the old Chinese
proverb: Give aman a fish and you feed
him for a day; teach a man to fish and
you feed him for a lifetime. We are one
of eight collaborative research support
programs (CRSP). The CRSPswork with
scientists in U.S. universities to develop -
better ways of growing different crops
in various climates. [U.S. universities] in
turn work closely with universities in
Third Word countries, so that their
scientists can leam to develop the va-
rieties of crops they need.

" The verything we are doing issharing
knowledge with those universities,
building institutions, and forging lasting
relationships between and among
people across America and in over a
dozen foreign countries. All the items
mentioned in the article should. be
USAID’s number one priority—and we
are getting our budgets cut!

Disaster-relief is exactly giving a man a
fish; it's commendable and sometimes it’s
necessary, but what will this do for world
hunger next year or in the year 2010? We
can work with the farmer, who has just a
few hectares, to planta type of cowpea that
will live through the flood, or the farmer
will store a good supply of cowpeas in a
way developed by a CRSP researchteamto
resist insects and will therefore feed his
family till the next harvest season.
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