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FOREIGN AID REFORM

MONDAY, JULY 26, 1883

HOUSE OF REPRESENTATIVES,
COMMITTEE ON FOREIGN AFFAIRS,
Weshington, DC

The committee met, pursuant to call, at 10:05 a.m. in room 2172,
Rayburn House Office Building, Hon Lee H. Hamilton (chairman
of the committee) presiding

Chairman HAMILTON The hearning will come to order, please

First, let me welcome our witnesses here, John Sewell, the presi-
dent of the Overseas Development Council, Frank Conahan, the
Assistant Comptroller General of GAO, Julia Taft, the president of
InterAction.

We are very pleased to have each one of l}y'ou with us today to
discuss the important 1ssue of reform of the U.S. foreign assistance
program and a rewnte of the Foreign Assistance Act.

As you know, the administration will be submitting to us, we
hope sooner rather than later, their proposals with regard to re-
form legslation, and so we are particularly anxious to get your
views thig afternoon

We are going to try a httle different format here than we usually
have 1n the House Foreign Affairs Committee. The &repared state-
ments of the witnesses have been provided to the Members They
will be placed in the record in full, but there will be no opening
statements.

The Members and witnesses have been provided vmith a list of
several 1ssues which anse from three pieces of background material
which were provided to Members and witnesses last week: A sum-
mary of the Wharton Report, the summari of the recent GAO re-
port on AID management, and a memo that I sent to Secretary
Wharton and to Admmistrator Bnan Atwood, which 18 based on an
earher rewrnite of the foreign assistance bill by this commttee.

What I want to do 1s try to work through this list of several is-
sues, and I will ask the witnesses to comment on an 18sue and then
invite Members to make any comments or ask any questions that
they want to Additional 1ssues of interest to the witnesses or to
the Members can certainly be raised at any time any of you think
appropnate.

I hope that this will be a constructive format and I hope that it
will focus discussion on a single 1ssue at a time rather than jump-
ing back and forth among a number of issues. I also hope 1t won't
be too structured or too constricting on anyone who wants to bring
up any comment that they think would be helpful to our consider-
ation of the reform issue.

0]
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So the issues that we want to put before Members and to the
witnesses are these The objectives of US foreign assistance pro-
grams and scope of the activities of AID, the AID-State Depart-
ment relationship, coordination within the U S Government, bilat-
erally and multilaterally, of the AID programs, country allocation—
the number of recipients, the basis for allocation of resources; the
economic support fund, the management of AID, delivery mecha-
nisms, and evaluation of the i1mpact of U S assistance

Now, there are probably other matters that you want to bring up,
and I want you to feel free to do so whenever you think 1t 1s appro-
priate What I would like to do 1s to begin the session with a dis-
cussion of the first 1ssue, which 1s the objectives of foreign assist-
ance programs.

I would like to ask the witnesses, 1f they would, to comment on
that particular 1ssue before we move to the next one, and then I
will ask Members 1f they have any comments or questions with re-
spect to that 1ssue, and then we will move on to the next one.

So, thank you once again for your participation and let’s begin
with your comments, 1if you have them, with respect to the objec-
tives of the program Anyone can speak up It will be helpful i1f you
speak right into that microphone It 1s a voice-activated microphone
so you have to speak nto 1t very closely

[The prepared statements of Mr Roth, Mr Conahan, and Ms.
Taft appear 1n the appendix.]

OBJECTIVES OF U S FOREIGN ASSISTANCE PROGRAMS

Mr SEWELL I don’t know who should start, Mr. Chairman, but
I will be happy to do so

Chairman HAMILTON Bring that even closer. You have to put it
right up there.

Mr SEWELL Is that working now?

Chairman HAMILTON Much better

Mr SEWELL First of all, let me say how grateful I am to bédhere
and to commend you on holding these hearings We have all been
waiting of course, as you indicated, for the proposals of the admin-
i1stration on what the U S development program should be for the
1990’s, and we are obviously beginning that process now

Let me just speak to the objectives 1ssue Of course we all agree
that the objectives need to be narrowed, the 337 some-odd objec-
tives that have been added on over the years through the Foreign
Assistance Act are too many, given the size of the budget and U S.
interests 1n the world

The Wharton Report 1s to be commended, 1t seems to me, for
specfying only four economic growth, population health, democ-
racy, and environmental protection Clearly, however, that is onl
the beginming What needs to be done now 1s to clearly define eac
of those objectives 1n a much more results-oriented fashion.

If I understand correctly, Brian Atwood has commissioned four
strategy papers, one on each of those areas, which I suppose will
answer some of those questions, and one would hope will be shared
with Congress and get as much input from outside the government
as possnbﬁ;r The key 1ssue within those four areas 18 to decide what
1s doable and then what the United States does well
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In other words what we really need within each of those four cat-
egories 18 a results-oriented set of objectives agreed upon between
the admimistration and Congress If you don’t have results-onented
objectives 1n each of those four areas and clear goals, there 1s no
way we will have a way of judging whether we have succeeded or
not

The clear analogue, of course, 1s our campaigns such as those
agamnst smallpox or unmiversal childhood 1mmumzation, where we
had some measure of knowing whether we succeeded Without &
clear measure of success, the public’s support for any program of
development and cooperation will erode further, perhaps
1rretnevably

Second, 1t seems to me any new set of objectives needs to make
clear that the direct address of poverty underpins all of the objec-
tives 1n the AID program, whether growth, population health, de-
mocracy or environmental protection One basic—and perhaps
somewhat new—nsight has emerged, which 1s grouped under the
heading of sustainable development increased growth, poverty re-
duction, and environmental protection are inextricably linked and
should be joined 1n promoting human democracy.

So this 1s a good start, but one would like to see the details

Ms Tarr Thank you I concur with the presentation that John
Just gave you but would like to add a few other elements to 1t.

In terms of the objectives of the U S foreign pohcy, I think there
1s no way we should dimimnish some of the vahd objectives of stu-
dent exchanges and export promotion and the valuable structural
reform activities that are done by the World Bank InterAction be-
heves very strongly those are not necessanly the function of the
Agency for International Development, and that to the extent that
we can confine to AID those things which 1t does best, we certainly
encourage that

With regard to the focus on sustainable development, we feel one
of the key objectives of any foreign assistance program has got to
deal with women and the gender question I wll talk about that
as we discuss the scope and activities of AID.

Thank you.

Mr CoNAHAN I also would hike to thank you for the opportumty
to be here this mornin

I think that we needg to take a step back from the comments that
we just heard. I, too, think 1t 1s commendable the progress that has
been made by the deputy secretary and the administrator, but if
you take a look at the objectives set forth by the deputy secretary
and then the refinements made by the administrator, 1t seems to
me that any one of the over 2,000 projects that AID has under way
currently would fit 1n under either set of those objectives as they
are now set out

I agree also that we need to take a look at such things as export
promotion, democratization and so on, but I also worry about
whether the Agency for International Development should take the
lead 1n some of those areas So I think that rather than having the
deputy secretary’s set of objectives and the administrator’s set of
objectives as the starting point, that maybe we want to scrub those
a httle bit more so that we can get agreement as between the
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Members of the Congress and the executive branch on whether we
are close enough to the broad objectives to have a starting point.

Chairman HAMILTON OK, thank you very much.

Now, let me just remind Members here, since several of you have
come 1n, that we are proceeding under a httle different format No
opening statements, and we are asking the witnesses to focus on
one 1ssue at a time. I think you have a hst of them 1n front of you

We are now on the first one, the objectives of the foreign assist-
ance program The witnesses are going to comment on 1t and then
we are going to open 1t up for Members I will not call on Members
1n any particular order, you will just have to get the attention of
the Chair 1f you have a contnbution you would hke to make or a
question you would hke to ask

Let me just propose the question that, in effect, Mr Conahan
raised Are we just kind of fooling ourselves here with reducing the
number of objectives and, in fact, we will continue the proiram as
usual, if we 1dentify these 3 or 4 or 5 objectives and still keep 33
of them? Or are we still going to include all of them 1n those four?

What do you think? Is this a senseless exercise we are engaged
1n? Are the dynamics of the program such that you are going to go
after 33, 40, 50 different objectives anyway, no mattes what you
say 1n your bill that your objectives are?

Ms TAFT Excuse me I think this s a fundamental change from
the way that this administration seems to be approaching AID, and
we 1n the private voluntary orgamization commumty find 1t very
heartening that they realhize that one of the reasons foreign assist-
ance has not always been effective 1s 1t has failed to be
participatory and deal with the grassroots and the people who are
affected have not been 1nvolved 1n designing programs for their
own future

What we see 1n the proposals that seem to be coming forward
from AID 1s a real commitment to try to push down development
to the peorle who really have to make decisions themselves, for
their own hves, and to set up a structure that pushes down to the
%:assroots some of those values and participatory processes. I see
this as completely different from the previous positions on sustain-
able development and what foreign assistance ought to be

I don’t think 1t 1s ixconsistent to say that when you look at why
foreign assistance has not succeeded necessarly, and this seems to
be the prevaibng view, 1s that everybody 1s seeing it from a dif-
ferent lens The way 1t has been formatted in the Wharton Re-
port—or the phantom Wharton Report, which none of us has offi-
cially received—and the statements from Mr Atwood, 1s that the
really fundamentally want to look at it 1n a different way and loo
at empowerment and civil scciety as the key engine for promoting
development We very much support that

Chairman HAMILTON OK.

Mr. SEWELL I think Frank Conahan raised an interesting point,
but if I read the Wharton Report correctly, two things have been
taken off the table One 1s the commeraial set of 1ssues, and the
other 1s export promotion Both are relegated to some other appara-
tus that apparently they were not allowed to tell us about, but
which will emerge from subsequent reviews on pohtical aid—al-
though that 1s ambivalent 1n some places 1n the report And those
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are two rather large claims on resources. So it 1s correct that the
discussion is focused on sustainable development

Mr. Chairman, you are correct, too Any good bureaucrat can re-
name a project to fit in most rubrics if they have to do that So the
real test, and I hope this 1s not an escape from it, 1s what will be
put 1n the strategy papers

A few months ago, the White Paper came out on sustainable de-
velopment, 1n which the current AID administrator was one of the
earher participants We tried to 1dentify 1ssues that we thought
were both essential and which the United States did well In other
words, what do we think the United States can achieve with a lim-
ited amount of bilateral resources, which is in our broad interest?
We don’t do everything well, but we do some things very well 1n
this country

Chairman HAMILTON Does 1t bother you that they did not in-
clude 1n their objectives the alleviation of poverty?

Mr. SEWELL That bothers me, and I would hke to see a very
strong statement to the effect that underpinning these three or
four categories, not only 1n a moral sense but 1n an efficiency sense,
18 getting at the situation of poor people

ecause, after all, poverty alleviation 1s essential to the 1ssues of
health, population growth, and environmental sustainability that
are histed as important goals.

Chairman HAMILTON Mr Roth.

Mr. RoTH Thank you, Mr Chairman

Ms Taft, I was taking some notes as you were talking there
about some of the things that we have learned. It seems pretty ele-
mentary, doesn’t it, people 1involvement and so on? It took us 40
years to learn that?

Ms. TAFT Well, let me mention another thing, sir It has taken
an awful long time to get reflected, and 1t 1s not quite reflected
even in these documents today, 1s that every development specialist
over the last 20 years has come to the conclusion that you cannot
really make progress on population 1ssues, education, quality of hife
for tamilies angr small enterprises without deahing with women
Women have to be empowered to deal waith the very things that af-
fect their hives, and yet there 1s nothing 1n this report that really
relates to the centrality of women

So the question of whether these programs can address the poor
must address the involvement of women The programs have not
been receptive to women The fact that AID has an office of Women
in Development, I find almost ludicrous It appears they have tried
very harcf to make programs relevant to women, but 1t 1s still a
veg' marginal office

hairman HAMILTON May I ask you to keep that microphone
close, otherwise 1t 18 hard to hear

Ms TAFT. I recommended the other day maybe AID should have
a MID office, Men In Development, and then have men be on the
periphery and let everything else be directed toward women.

But I think, as you say, these are concepts that people believe
are to be reflected 1n development programs, and as you point out,
they are not

Mr. RoTH Well, it seems to me that you have to gave these pro-
grams objectives that are obtamnable. I mean all due deference to
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our chairman, he asked, doesn’t 1t bother you that elimination of
goverty 1s not on there We tned to ehminate poverty in the Umted

tates of America under Lyndon Johnson, the great society pro-
grams, and 1t came to naught But all three of you, I noticed,
talked about how do you grab something you can measure

Let's look at something we can measure

Chairman HAMILTON I thought I used the word alleviation, Mr.
Roth IfI did not, I should have

Mr RoTH Maybe I misunderstood

Chairman HAMILTON OK.

Mr RoTH All three of you mentioned this idea of measuring and
does it make a difference We spend about $9 bilhon a year on eco-
nomic aid Is there a country that you would point to and say, hey,
we have made a measurable difference here?

Mr CoNAHAN Oh, I think that some of the earlier AID programs
that we had, which were much more directed than they are today,
resulted 1n successes I would point to the Pacific Rim I think we
have had success stories over there I think that perhaps in the
Mediterranean area there are a few Beyond that, I would not com-
ment

I think one of the difficulties 1s that the Agency for International
Development, 1n 1ts evaluation program, does not have the kind of
specific measurable goals against which to measure progress This
has been a difficulty for a lIong period of time and, therefore, 1t 1s
difficult to answer concret,ek' the question that you raised, but
there are successes 1n individual projects and there are failures 1n
individual projects, there are successes 1n sectors and failures n
sectors

Mr RotH Mr Conahan, maybe you could give us a couple of the
countnies 1n the Pacific Rim and 1n the Mediterranean Maybe we
should take a look at some of these countrnies where we have been
successful and use that as a role model for other countries

Mr CoNAHAN We have been successful, for example, 1n South
Korea We had a program there for a long period of time And I
think our program, as well as others, as well as the country itself,
resulted 1n good economic growth

You talk about being measurable One of the AID admimstrator’s
goals has to do with economic growth, and economic growth 1s
measurable So I think that 1s one, when you are talking about the
foreign aid program, I would expect to see as a pnmary goal for
that program

I would hke to turn 1t just a httle bit in terms of other goals for
the program, and I am not here to 1n any way denigrate democra-
tization as a goal for the US Government, but I wonder if this is
the Agency that should be the lead for that

You have the U S Information Agency nght now coming out of
the cold war that beheves that 1t has the lead responsibility n that
area, the Department of State sounds as though 1t wants a lead re-
sponsibility 1n that area, the Department of Defense itself 1s spend-
1ng resources 1n that area, and I am just wondering whether we
are now at a point where we can really begin refining what 18 al-
Eeady on the table or whether we just dyc'm’t ave to go back a httle

il

Chairman HAMILTON Mr. Bereuter.
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Mr BEREUTER. Tharik you, Mr Chairman

Two of our witnesses, pnrﬁaps all three of you, have mentioned
that there 1s no specific reference to alleviation of poverty, and I
noted that there 18 very httle discussion about hunger or nutn-
tional 1ssues I think that some of the most far-reaching advances
have been made by a very small amount of resources devoted to
nutrition 1n our AID programs Nutntion programs have had
worldwide 1mpact

I am also a httle concerned, and I solicit your comments not only
on a second item I am a hittle concerned that the term “sustainable
development” 1s a ver;,' broad term It means d:fferent things to dif-
ferent people, that 1s for certain

You are probably famihar with a resolution that has been intro-
duced called “Many Neighbors, One Earth ” It has about 129 co-
sponsors, including 26 of the 44 members of the Foreign Affairs
Committee nght now We attempted to precisely but comprehen-
sively define what “sustainable development” 1s If you have any re-
action to that 1ssue, I would appreciate 1t, as well

Turning back to the 1ssue of hunger, there 1s one more pont I
wanted to make In an effort to buildup smg) ort for our foreign aid
programs, 1t 1s 1n this area of nutrition an Eunger alleviation that
we find some of the broadest support among my constituents I
think 1t 1s true of every constituency in the country So 1t seems
to me, by failing to address this specifically in the reorganization
effort, they are losing an opportunity to shore up and buld support
for foreign assistance

Any reactions to those two general subject areas would be wel-
come

Mr SEWELL Can I resggnd to both questions, because I want to
respond to Congressman Roth

Several points, Congressman It 1s true that economic aid costs
us $9 hillion However’, $5 3 billion of that total goes to pay for
peace overseas, so don’t overestimate what we actually spend on
these things

On the great society, I think the record indicates there was a
measurable difference 1n povert{‘, until we gave 1t up, 1n this coun-
try. This returns to my pomnt that in the Third World, no matter
how you cut 1t, and here 1s where I disagree with Juha—the devel-
opment progress 1n the last 40 years has been remarkable People
are hiving longer, many more people are hiterate, and nutrition lev-
&l{s ?(rlld economic growth are higher in most parts of the Third

or

We should not be led astray by the termnble problems of sub-Sa-
hara Africa, which tend to color our thinking with regard to devel-
opment progress There have been a number of successes, clearly,
1in Asia, Southeast Asia, and Latin America over the last 10 years
And there are large parts of the world now that should not be re-
cewing foreign aid, but are for polhitical reasons Indeed, almost all
of East Asia and Southeast Asia could now pay for their own devel-
opment

Even 1n Indochina, which 1s, a poor country in terms of per cap-
ita 1ncome, poverty has been knocked down a considerable amount
over the past 10 years So, there have been a number of successes
Korea, Taiwan, and Singapore, and, apparently, Malaysia and Tai-
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wan are now getting foreign aid, as are Zaire and Mexico on a
~mall scale The Korear AID agency is actively planming to expand
that agency, so there have been successes, 1t seems to me

Congressman Bereuter, your point 1s exactly nght In the White
paper we define sustainable development as growth that brings
with it the alleviation of poverty and the preservation of environ-
ment for successive generations in a context of government ac-
countability and social justice It 1s a broad term, but I think it
does reflect the interconnected nature of participation, economic
growth, environment, and poverty alleviation But the proof of the
pudding 18 obviously how you program the money

Your point on nutntion and hunger interventions are particu-
lariy true All of the poll data, both 1n this country and certainly
throughout the rest of the industmnal world, indicate that AID pro-
grams that address the 13sues of hunger and poverty are those that
get public support

But Juha knows better than I the trend in contnbutions, private
contributions to PVO’s, the U.S ranks second highest 1n the indus-
trial world 1n per capita contnbutions to private agencies that work
overseas, second only to Norway, if I remember correctly.

Chairman HAMILTON. Any other discussion on the objectives?

Mrs. Meyers

Mrs. MEYERS. I am not sure that these are all exactly on the list
of objectives

Chairman HAMILTON. They overlap some. I wouldn't worry about
it.

Mrs MEYERs All rght. I will say three things, and I am a sup-
porter of foreign aid, although this may not sound like it, but let
me express three kind of concerns and have you react to them, if
you would

One, I don’t think it comes as any surprise to anybody who 18 on
this commuttee that I think population and population assistance
to other countries should be among our top objectives, simply be-
cause, to me, 1if you want to alleviate poverty, the first thing you
do is to try to atﬁust population to tae resources of the country as
best you can, and then make up the difference with assistance, of
course.

But, in some cases, assistance is never going to catch up with 1t
because the population keeps outstnpping anything that we are
ever going to be able to do to help Unless there is some leveling
of population 1n some of these countries, we are not going to be of
much practical assistance

That 1s the first thing. The second thing you hear over and over
that our aid has hurt rather than helped 1n some cases, that our
Public Law 480 aid has actually interfered with farm production in
a given countr{), and that we should be much more cautious about
giving our aid because sometimes we do harm rather than good. If
you will comment on that.

And, finally, I think maybe one of the chief objectives that we
ought to have—this is not an objective of foreign aid, but i1t should
be an objective of ours 1n administering foreign aid—is the account-
ability question I get concerns expressed to me all the time at
home about why are you still putting all that money 1nto foreign
aid; foreign leaders are corrupt, 1t just goes into their pockets. They
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put it in a Swiss bank account. You are not helping those countries
at all, you are just enriching the leaders.

We hear that sometimes 1n hearings here also. So it 18 not just
the citizens who object to foreign aid that think that, it is some of
the people who have appeared before this committee

Do we have a vote?

Chairman HAMILTON We do have

I will give you a httle time to think about this while we take a
break here We have two votes One 1s a 15-minute vote; one is a
5-minute vote

When we return we will take up with your comments on Mrs.
Meyers’ c&uestions and comments, and Mr. Roth wanted to make an
additional comment as well So we stand at recess for a few min-
utes here.

[Brief Recess ]

Chairman HAMILTON The committee will resume 1ts sittin

Mrs. Meyers had posed several questions to you. We wilFbegin
with comments.

Who wants to go first? Mr. Conahan.

Mr, CONAHAN Certainly, thank you

Earler, we heard a similar quéstion about hunger and nutrition,
as was Mrs Meyers question on Yopulatlon It would seem to me
if we are talking about sustainable development, that items such
as hunhger alleviation, nutntion programs, population programs
would fit under that defimition I just don’t know how those items
would not fit under that defimtion

And I suppose since we are on objectives again, that I would like
to refer to some of the objectives that are included in the foreign
assistance legislation that I think are quite a ways away from
these kinds of subparts of sustainable development in the report
that we rendered eailher, or last month, I suppose We hsted tl!n)em
in an appendix to the report and I would just hke to read some off.

Eliminating ilhcit narcotics production—in and of itself, that is
mentorious, I don’'t argue with that at all—estabhishing and up-
grading the institutional capacities in developing countries, dem-
onstrating American i1deas and practices 1n education and medicinz
to citizens of other countres, assisting developing countries mar-
ginally, resources for low cost shelter, encouraging democratic 1nsti-
tutions 1n developing countries and so on

I don’t have to go further with that, Mr Chairman. You know
what they are

So I guess what I would like to say here 1s that there are some
things I suppose we could all readily agree upon, and then there
18 going to have to be a good bit of debate on some of these others,
but that = what we have to get about

The sccond 1tem that Mrs Meyers raised had to do with whether
some of cur progiams ‘mrt, or hinder, rather than help. I think
that there have been examples of where that has occurred. It cer-
tainly has occurred 1in the Public Law 480 arena It has also oc-
curred 1n the economic support fund arena I think that things are
improving somewhat 1n that regard

I think if you go back to the 1970's you would find many more
examples 1n ﬁoth the Public Law 480 areas as well as the ESF area
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where those programs tended to have a hurt rather than a help.
So I am somewhat encouraged 1n that regard.

The third item she raised had to do with accountability Now,
one specific legislation was enacted here several years back which
required the establishment of separate bank accounts for ESF
money, and I think that was a step 1n the right direction. So I
think there has been increased accountability over the dollars that
go 1nto thesz countnes from that program

I am not encouraged, generally, with accountability coming out
of the AID program I think that the Agency lacks the fundamental
financial management systems They don’t have the kind of ac-
countability records that are necessary in order to track funds as
well as they should We have been working with them for a lon
period of time but, unfortunately, I have to report we have not ha
g}(:od success 1n that regard We are talking about the financing
there

Now, let me move on to the area of getting the bang for the buck,
so to speak I think the word could be “less encouraged” in that re-
gard Their program evaluation system does not permit them to
make good judgments on the results of the impact of many of their
programs, so I think 1t 1s kind of difficult for anyone to give a good
statement of accountability across the board.

Ms TAFT Mr Bereuter, on the 1ssue of sustainable development
and the Many Neighbors, One Earth campaign, we are very en-
couraged by tKe level of support and interest 1n the resolution, and
I know, sir, you have taken a great lead 1n promoting thas,

Because the concept of sustainable development may be all
things to all people, 1t might be useful to have a separate session
just talking about different perspectives on sustainable develop-
ment, because this 1s the new buzz word.

Some of us view sustainable development as sustainable soci-
eties How do you have societies that can function and be self-suffi-
cient and still grow 1n a way that 18 sustainable and keeps families
together and keeps people healthy and productive? It might be a
useful thing to hold a small hearing, with some of the people who
have really been looking at the lmract of sustainable development
opportunities at the grassroots level 1n particular.

On the question of population, and I am sorry Mrs. Meyers 1s not
here, but one of the things that 1s quite interesting about the sta-
tistics and the evaluations of certain programs 1s to look at the
level of education of young girls and women If you look at the fer-
tility measurements, you find that every increasing year a girl or
young woman 18 in school the fertility dechnes, because she has
more options about how to take care of herself, her family, her en-
vironment That has as beneficial an impact on family planning
and population control, as some of the other techmques.

So we really are very much encouraging of women'’s, and particu-
larly young girls’, education programs throughout the world.

Chairman HAMILTON Education means fewer children?

Ms TAFT Yes, sir, directly Also, with higher education and more
ability to take care of whatever children they have and earn in-
come, the survivability of their children 1s much higher and, there-
fore, there 1s less incentive to have more children.
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I was just tallang about the population, Mrs. Meyers. If I might,
just a second, repeat what I have said, because it 18 a very impor-
tant finding 1n the field of fertihty and population. With every in-
creasing year of education that a young girl has, or ycung woman
has, the fertihty rate goes down There 18 a darect relationship be-
tween level of education and number of children. We are finding
that interventions that deal with the education of girls 1s particu-
larly appropnate

One of the 1ssues for AID-financed education 18 that their pro-
grams are often i1n the more formal education sectors The schools
that are supported 1n rural areas are not—I mean urban areas are
not always accessible to a lot of the young girls who have to also
take care of families and small animals around their home We are
looking at different techniques to reach out in our education and
to make 1t appropriate and close to where the girls can receve 1t.

Now, on the question of food aid, that 18 many hearings onto 1t-
self, but I think as Mr Conahan pointed out, things have changed
quite a lot 1n the last several years about the quality of the food
aid programs and the professionahsm with which the NGO'’s are
working on them

There 18 a lot of effort now being made to try to not suppress
markets and to try to do swaps and to monetize food This 1s also
true 1n the rehef field, where 1nstead of just giving rehef food, they
have started monetizing it so 1t won’t distort the markets The
money then can be used for development purposes.

Much of the money that 1s generated from these programs deal
with basic needs of maternal and child health and microenterprise
and child survival

On the question of AID successes, I think that all of us can point
to certain successes As long as we are talking about some of the
human dimensions here, one of the best successes 1s 1n the immu-
nization program In 1985, less than 25 percent of the children in
the developing world under 2 had been immunized After a major
mitiative on the Fart of UNICEF, and through AID’s programming
n support of child survival and a lot of the PVO’s, we can report
that 80 percent of the children 1n the developing world are fully 1m-
mumzed, and that sub-Saharan Africa has a much higher rate than
the Umted States Mexico City has an 80 to 85 percent immumza-
tion rate and Washington, D 8’ , sadly, 1s at 38 percent

Now, we can ask why, and I think we ought to ask why Partially
1t 1s because the techniques we have been able to use through the
foreign assistance program have developed ways to get down to the

assroots, working door to door 1n communities, getting parents to
eel responsible for their children and for their own health I think
the United States has a lot to learn from these techniques that are
being successfully implemented overseas.

They are very appropnate 1n our own communities. And even
Kansas, I understand, 1s now developing some programs based on
the models that have been used overseas.

Stories hke that, sir, or committee, I really think underscore this
mextricable tie that we have, particularly in the human compo-
nents of our foreign assistence, and we have a lot of success stories
hke that that are as relevant in the United States as they are in
the developing world
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Mr SEWELL Let me give a quick response, Mr. Chairman.

No argument on population. It 1s particularly true now that we
are winning; that 1s, the demand for family planning services 18
much higher than the supply at the moment and that is why the
admmstration’s reversal of previous pohcies and the wilhngness to
put more money 1nto famly planning programs 1s particularly im-
portant

Has AID hurt?” Without a doubt Frank Conahan made that
clear, 1t seems to me, but we have learned a great deal But it 18
mmportant to underscore, particularly wvis-a-vis the U.S. program,
what our particular motives were 1n giving the aid, because Amen-
cans have a great tendency to believe they will get everything for
the same dollar

In sub-Saharan Africa, 1n the 1980’s, the major country recip:-
ents of US aid, Somaha, Zare, and Liberia The total to Somaha
dunng that penod was $980 milhion higher than to Zaire and high-
er than to Sudan In Liberia the total aid was $350 million for es-
sentially ;;‘ohtlcal motives When you are distributing aid wathout
very much concern for long-term development, or whether the
country can absorb it, whether the regime 1s committed to long-
term development, you are obviously wasting resources

That 1s why setting objectives, clear objectives, and preferably
targetable objectives—whether 1t 1s 1mmunization, econome
growth, or any other objectives—is very important in terms of ac-
countabihity 1n the broad sense Financial accountability, n the fi-
duciary sense, 1s important, but so are results and measurements
about what we are trying to do with some of these scarce dollars.

Chairman HAMILTON Are there programs where our Publhic Law
480 program has hurt agncultural programs? Can you identify
countries where that has happened?

Ms TAFT Mr Conahan 1s the inspector.

Mr CoNAHAN I don’t have recent examples, and I am not going
to work from memory on individual countries, but, yes, I can pro-
vide examples

Chairman HAMILTON. Prowvide it for the record. I think Mrs. Mey-
ers has raised a good question there

[The information follows:]

Q(ilestlon? Does Public Law 480 food aid create a disincentive to local agricultural
production
i Answer Public Law 480 provides commodities to developing countries under 3 ti-

es’

Title I Concessional sales

Title II Grants for emergency rehef and support for private voluntary organiza-
tions’' development projects

Title III Grants to governments to encourage economic development, including
macro-economic reform

The legislation requires that ﬁmgrams be implemented 1n a way that does not dis-
courage domestic production However, the lhiterature on disincentive effects pre-
sents mixed results The disincentive effects of flood aid appear to be highly “coun.
try specific” in some cases, the injection of additional commodities may discoura
local prodv .ers, 1n others, 1t may actually help small farmers by serving as a buffer
agamst nisks of shifting to more modern agronomic practices and by increasing de-
mand through 1ncreased employment from economic development

Title 11 18 donated directly to needy persons through development projects and 18
designed to provide rehef to persons that cannot afford commercially available prod-
ucts Distnbutive, or project, 18 generally small compared to government-to-govern-
ment assistance and represents only a small percentage of total consumption of
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those products However, 1n cases where Public Law 480 and donations from other
countries have provided massive amounts of aid for emergency rehef, food aid may
have hampered recons.ruction efforts For example, n ozamblgue and Somaha,
concerns have been raised about the impact of continuing food aid on local agnicul-
tural development In addition, delivery problems may effect market piices if deliv-
enes occur during harvest scason Fur example, wheat shipped to Bohvia for PVO
monetization to support food distnbution arnved during the wheat harvest season

when prices were lower than at other times
One of the most serious disincentive effects 18 that food aid may become a means

for the recipient government to avoid pohtically difficult structural reforms that
would be necessary to remedy certain types of food shortages or mequitable access
to food Title l1I program food aid often contains reform conditions for release of pro-

gram resources

Mr BEREUTER Chairman, may I comment on that?

Chairman HAMILTON Sure, and then Mr Roth

Mr BEREUTER Clearly, one of those countries, 1t seems to me,
18 Egypt Many times Egypt 1s used as an example of why the Pub-
hic Law 480 program 1s not working But in realty, of course, the
money we are putting into Eﬁypt results from the Camp Dawid ac-
cords We cannot f'mg enough ways to put Public Law 480 nioney
productively into Egypt Therefore, 1t 1s badly misused in that
country and it continues to hurt their agricultural producers

So when people raise questions about the effectiveness of the
Public Law 480 program, I do hope they will avoid Egypt It 1s not
the program that 1s the problem, it 1s the funding demands, and
%he fact that we are forced to find some way to put money into

gypt

I would like to contrbute that for the record, Mr Chairman

Chairman HAMILTON Good contribution Mr Roth

Mrs MEYERS For the record, let me say I support Public Law
480 money It 1s just that I do think 1t 15 1mportant, as long as we
have people who are here that are commenting on foreign aid, that
we express the things that we hear the most concern about, and
that 1s one of the things that I hear

Chairman HAMILTON Mr Roth

Mr RoTH 1hank you, Mr Chairman

Members of the panel, when I read this Wharton Report, it is
pretty much hke the Ferris Commission. I mean, you have the
same ?themes coming through And are we getting the right an-
swers

Are we asking the nght questions may be the way of looking at
1t What do you think, Mr Conahan?

Mr CoNAHAN I think that it 1s a step in the nght direction, but
I don't think 1t goes nearly far enough I think the kind of ques-
tions that are being raised here today show that it does not go
nearly far enough

There are very broad categories set out 1n that report They are
further refined somewhat by the current AID admimstrator, both
1in his testimony before other panels up here last month but also
in some of s public statements and speeches So¢ I think he 1s
moving toward refining that to some extent

But I don't see that we are getting anywhere near the specificity
that we need 1n order to have a workable foreign assistance pro-
g‘ram The five or six objectives we have right now simply cannot
}? done 1n the environment that we have nght now. That 1s one
thing.

72-854 0 - 93 - 2
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Secondly, the plzéyers, you have the Department of State, you
have the National ecuna; Council, you have AID 1itself, you have
a whole bunch of players there, and we need to sort them out

I think that the Agency for International Development, which 1s
currently charged with developing and implementing an aid pro-

am, should come up with a very, very specific aid program for the

ate 1990’s and the next century And I think i1t can have 1its broad

objectives, so long as 1t defines precisely what 1t wants to accom-
plish Then 1t needs to define the programs that are going to come
up with those accomplishments and show some way of measuring
them Then the agency needs to somehow get the Congress and the
other stakeholders to buy into that before we can move forward

The question of where 1t should be placed in the executive
branch, I think, 1s an 1mportant question but not part of the defim-
tion up f:ont of where we want to go and why we want to go there
What 1s the overall objectives of a foreign assistance program? Is
1t to open U S markets overseas? Is 1t to democratize? Is 1t sustain-
ing development? What 1s 1t? And 1 think we have to agree on that
and we have to then take away all the other things that are out
there, and once we get there, but we are not there, I think we have
a long way to go before we get there

Mr RoTH Well, I appreciate a/our comments You know, when
Kou were talking before you had mentioned, for example, AID [

ad GAO do a study on AID a number of years ago and then I
added amendments on the floor and 1n the committee and so on
Never got anywhere

But they were talking about how to make AID more effective and
the hike, and you had mentioned 1n your testimony or talking to the
panel here this afternoon that AID doesn’t really have an effective
way of measuring its programs, and I was thinking, well, I am sure
they don’t, but how can AID then know if they are useful?

I mean, if they don’t have a gauge to go by, 1t 1s hke me trymn
to get up to Milwaukee or someplace without a road map I wi
never get there, possibly, because that is not my objective

Mr. CoNAHAN I think if you would put together the evaluation
commumty together with the admimstrators of these programs,
that you could reach agreement on the areas that have generally
fl.zuelen successful and those that have been generally not so success-

So perhaps 1t 1s anecdotal at this point We certainly don’t have
a baseline, but I think we can come to some general agreement on
the areas that are best smited for AID and those not best suited for
AID and that 1s a starting point

Mr RotH Mr Chairman, I just have one more question and
then I will give 1t back to you

You know, the thing that bothers me about this, though, Mr
Conahan, 1s we had the Ferns Commission, now the Wharton Re-
ﬁort, and we have had AID for eons, and now all of a sudden we

now we don’t have an effective way to gauge these programs and
now all of a sudden we are going to get one There 18 something
wrong 1n the way we have been doing this, 1sn’t there?

Mr. CoNAHAN Well, 1t seems to me as part of any new program
we would want to have a provision 1n there that at a certain mile-
stone that the Agency come up with an effective system for meas-
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uring their progress. If we are going to have an aid program, then
we have to come up with such a mechamsm, and it seems to me
we should have some way to insist they do that Maybe fencing
funds until they come up wath such a system

Mr. RotH I was just going to make a comment on that You
know, our good friend, Mr Sewell, he had mentioned before, when
we talked about the great society program, and we don’t want to
get into domestic programs or get pohitical or anything, but he had
mentioned, well, I think the great society program had some suc-
cesses

I was reading that we spent for the great society program all the
money that you could get from seiling the 500 top Fortune 500 cor-
porations and every acre of available land 1n Amenca. That 1s a lot
of money We should be able to ehminate all poverty wath that kind
of money 1 America and yet we have more poverty than ever. So
I thought I would throw that 1n for the good of the order

Chairman HAMILTON Mrs Meyers

Mrs MEYERS I could add a statistic or two to that also but I
won’t take your time

I did read the other day, however, that in 1970 the percentage
of people hving 1in poverty i1n America was 125 percent and in
1992, all those billions of dollars later, it 1s 13 5 percent. So 1t 1s
very frustrating

I think 1n some cases our war on poverty made poverty worse
I think our intentions were good, and I probably would have done
the same thing if I had been here 1n 1970, but I do think that 1n
retrospect some of the programs went the wrong direction

But, let me make a comment, too A couple of you I think have
raised the question of whether one of the imitial objectives of cur
aid program should be to help countries democratize, and I don't
know how we could have an aid program without that being central
to it, because otherwise we might find ourselves distributing aid to
very oppressive dictatorships, and I certainly don’t think that we
want to do that

I mean, I don’t know whether you would say that that has to be
an imtial goal, but I would say that providing democracy or encour-
aging countries to tend toward democracy and a free market sys-
tem and so forth, if you are thinking about the good of the people
n t;at country, you almost have to have a central objective, don’t
you

SCOPE OF ACTIVITIES OF AID

Chairman HAMILTON I might say Mrs Meyers is really leading
us 1nto the second point here I think 1t 13 quite appropnate, Jan,
and that 1s the scope of the activities, and you might want to just
talk to that point

Should AID be involved 1n democratization, as Mrs Meyers has
raised? Should 1t be involved 1n export promotion? Should 1t be 1n-
volved 1n exchange programs, and the hike?

Let’s move to the second point here because I think Mrs Meyers
has approprately introduced 1t

Ms. TAFT. On the question of promoting democracy, 1t 1s really
a question of promotm% e%mty, 1n societies where everybody has a
stake 1n the outcome Perhaps now that the cold war 1s over and
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we are not dlvertmg money to governments for purposes that do
not relate necessarily to democracy or to our varous concerns
about development and humamtarian programs, I think we can
focus aﬁam on democrac‘y.

You know, so much of what we are seeing now 1n those societies
and countries that seem to me really on the edge of anarchy,
whether 1t 1s Bosma, Somaha, Sudan, regardless of what sort of
structural adjustment programs they might have had in the past,
if there 158 no broad-based empowerment of people to try to deal
with questions of their society at the grassroots and an abihity of
those people to articulate what they want and how they want 1it,
if there are no institutions of {)ubhc justice and police systems, be-
nevolent police, then 1t all falls apart You then have a situation
such as Somaha now, where even the U S peacekeepers are saying
the only ticket out for them 1s 1f they can start promoting a pohice
system there and a justice system

This 1s the sort of thing a development agency ought to be pro-
moé;m We should not leave that to the peacekeepers to be trying
to do that

The whole role of citizen-based institutions is absolutely critical
to the stability of a society If you have that broad base, which real-
ly reflects the values of this country, then you have the st,abihtr
which will promote our own business interests overseas and will
promote a good relationship and the fair rule of law will prevail.

It 1s very much n our national interest to promote democracy
programs, and AID should certainly not defer to other agencies to
take that mission on when 1t should be part and parcel of all the
programs we are dealing wath,

Mr SEWELL Let me respond, Mr. Chairman, to several ques-
tions

Congressman Roth, you are quite right. You had one of those
points 1n public policy where there 18 agreement on a whole range
of 1ssues concerning t{ne development program, which 1s reflected 1n
the Fernis Report, the Hamilton-Gilman Report, and a whole range
of other outside reports, but which have never been 1mplemented
because there was not an admimstration that wanted to do it. And
now you have a sort of broad base of agreement, I think, that, obvi-
ously, has to be put into law and practice.

And here 1s where agreement between Congress and the execu-
tive branch 1s particularly important, because here 1s where the
Wharton Report almost raises more questions than it answers in
its broad brush treatment If you are going to avoid the earmarks
and barnacles, I think you will have to have the broad areas of
agreement on four or five key 1ssues.

First, 1s country allocation Fine to talk about cutting from 150
countries, but which are they? Second, 1s the specifics of these four
broad areas Third, 1s on the 1ssue that 18 never touched upon, co-
herence within the U S Government.

If you are going to give money to a country with AID and take
1t away 1n trade restrictions, or if you are going to do one thing on
the pohicy on World Bank and another on your pohcy on aid, iow
do we g}ssure there 1s some coherence and maximum use of the re-
sources?
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And, fourth, there are the budget 1ssues. I hope the committee
will address the question over the next 5§ years. If you don’t chan
things 1n the current allocations, there will not be much money for
new purposes You want to avoid disagreement between the execu-
tive branch and yourself about where you are going

The democratization 1ssue 18 a tricky 1ssue I think there should
be a clear demarcation between what an AID agency can do and
what other institutions can do, whether USIA or the National En-
dowment for Democrac

I do not think the A{D pro%ram should be involved 1n the direct
electoral or political process for several different reasons, not the
least of which 1s can you continue to do things wath two different
hands in this case?” You can work in countnes doing very good
things 1n terms of development or the women’s participation 1n
nongovernmental operations i1n countries that are not representa-
tive of democracies, 1if you deem this a priority lnvolvm§ yourself
1n the political process 18 obviously extremely controversia

Here 15 where the real questions are easy Obwviously, we should
not support dictators That 1s a question of country allocation Then
1t gets trickier Because you can do a great deal with participation,
you can do a great deal with supporting the underpinnings of a free
society without having a free society, whether 1n improving the ju-
diciary, working with nongovernmental orﬁamzatlons n codifying
workers’ rights, or supporting unions But there are tradeoffs

And I had this articulately put at a meeting I was at in which
a Foreign Minister of Finance in a Latin American country said,
look, we have a European social security system modeled partly on
Germany, 1n terms of medical care and social security and workers’
pension, and partly on the Umited States, and there 1s a broad base
of people 1n this country who are not very rich who participate n
that system But 1f you change that, he said, you will run 1nto tre-
mendous political problems And 1t 1s difficult to do 1n terms of eco-
nomic efficiency when you have a participatory democratic system

And he looked around the table at the Americans, and he said,
when you people pass a new health care system in your country,
you come talk to me abnut changing the socal secunity system in
my country 1n terms of economic efficiency.

So there 15 a very hroad range of 1ssues here in terms of promot-
ing democracy that the committee can play a useful role n 1llu-
minating and looking at both 1n-country and functional specifics

Chairman HAMILTON Let me pick up on that just a minute now
I want to explore that with you a little bit. Promotion of democracy
and democratization

If I understood your point, you said that AID should not support
the electoral process, should not get involved 1n financing elections,
traiming election workers and that sort of thing, but you would
think that AID should get involved 1n institution building, like a
better court system or something of that sort, 1s that nght?

Mr. SEWELL And particrularly in building accountable profes-
sional government Cne of the things we neglect from our own ex-
perience 1s that the strength of the State and local governments is
veg' great

hairman HAMILTON. So training local officials and that sort of
thing would be appropriate?
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Mr. SEWELL And nongovernmental organizations

Chairman HAMILTON Why not 1n the election process?

Mr SEWELL Because I think that you don’t have to do that un-
less you are gom% to centrahze all your functions We have U.S.
NED and private foundations

Chax;man HAMILTON Would you have 1t involved in export pro-
motion

Mr SEWELL No, both 1n terms of using scarce resources and effi-
ciency, I don’t think AID 1s very good at export promotion. And the
key question for the US admimstration 1s whether we have an ap-
paratus 1n our Government that support the legitimate interests of
American industry overseas?

Chairman HAMILTON What about the exchange programs?

Mr SEWELL AID does a great deal on participatory training,
which 1s ﬁood, but the exchange programs, no, USIA l('1’<")es not do
1t very well

Chairman HAMILTON What about ASHA?

Mr SEWELL American Schools and Hospitals Abroad? I am not
really quahfied to answer that question because I don’t know quite
what the program does

Chairman HAMILTON Any other comments?

Mr CoNAHAN Yes, I want to rephrase the question a bit Rather
than asking the question of whether democratization should be the

oal of the Agency for International Development, or whatever fol-
ows, the question should be which agency of the U.S. Government
should have democratization as a primary goal”

Chairman HAMILTON What 1s your answer?

L(ilr CONAHAN My answer to that 1s it needs a httle further
stu
A]rof these agencies are up 1n turmoil It was kind of interesting,
the other day I was taking a look at a statement that came out of
the US Information Agency It said inasmuch as USIA was in the
lead 1n spreading democracy around the world, 1t should be 1n the
lead 1n 1mplementing democracy around the world And I saw here
another agency looking for another mission, and I see a lot of that
taking place 1n this town, 1n USIA, in AID, 1n the State Depart-
ment, and 1n the Department of Defense

So I think we should lay all those things out 1n front of us and
decide which agency makes the most sense to take the lead 1n 1t,
and then certainly AID or the successor of AID has to support that.
But 1t does not necessamnly need to be 1n the lead on that, or 1n ex-
port promotion or these other things you mentioned

Chairman HAMILTON What about macroeconomic reform?

Mr CoNAHAN Oh, I think it certainly has to be 1n concert with
the multinational development banks and others 1n the aid process.
It has to be part of that process

Should 1t take the lead”? I think that if we get ourselves to a
point where we come up with fewer numbers of countries and we,
indeed, are the leading instrumentahty in the aid effort in that
country, sure we could and should take the lead 1n macroeconomic
development A small player? Probably not

Ms TarT The answers to those questions have a direct relation-
ship to what kind of people you want 1n your aid program. And if
you try to focus on macroeconomic structural reform, that 1s what
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we pay the multinational banks to do. If we we are not clear on
what 1t 1s that AID does best, then you are not going to be able
to hire the nght kind of peopie to carryout the technical roles of
managing AID

Chairman HAMILTON Mr. Conahan 1s not suggesting that be-
come a primary focus

You are suggestmg AID has to be able to work with those people;
1s that correct

Mr CoONAHAN That 1s correct

Ms TArT I think you are nght, AID does have to work Whether
1t takes the lead, 1s the question We do not think AID should be
mvolved 1n export promotion It should not have to be required to
do tied axd AID should not take the lead 1n such things as struc-
tural adjustment nor 1s 1t appropriate for USAID to e the lead
on student exchanges

For democracy promotion, 1t 1s a big tent There are lots of com-
ponents to 1t It 1s worth additional discussion as to which execu-
tive agency can manage the programs best In the end it 1s mostly
the NGO’s who implement the programs, whether through USIA or
State or NED or AID, anyway, so I think we would like to have
a great role 1n the discussion of what we think works best and in
what countries

AID-STATE DEPARTMENT RELATIONSHIP

Chairman HAMILTON Let me go to the next topic, unless there
1s something more on the scope of activities, and that is the AID-
State Department relationship

Mr Roth

Mr RoTH I was going to say I have an opening statement I want
to put 1n the record

hglrman HAMILTON Without objection, 1t will be part of the
recor

What 1s the relationship here between AID and State and what
15 the proper relationship? Do you have any thoughts about that?

Mr CoNAHAN I will take a stab at that I think that—

Chairman HAMILTON You are not required to comment on all of
these things, but I want to get your thoughts if you have thoughts
on them

OK, go ahead

Mr CoNAHAN I think that foreign assistance will hkely continue
to be a tool of foreign policy ang? therefore, the Department of
State should provide overall polhicy direction for the AID program,
but I think i1t should pretty much stop nght there I think AID
should implement whatever programs it 1s given authonty to im-
plement and I think that where the AID aFency sits 1n the execu-
tive t;:'anch 1S not as important as getting all of the players to work
together

think not only do you have to look at State and AID, but you
have to look at the other players I mentioned before in democra-
tization, and also the Treasury Department, Congress, and others,
who are concerned with our economic interests

Chairman HAMILTON You have the problem with the rec-
ommendation of the Wharton Commssion, which 1s that the AID
reports to the President go through the Secretary of State.
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Mr. CoNAHAN I agree with that

Mr. SEWELL I agree basically, except, of course, that this has
been the rule for many years, but 1t has been observed mcre 1n the
breach than 1n actuality One of the strengths of the Wharton Re-
port 18 that 1t says sustamnable development, assuming we agree on
what that means, 1s a major goal of US foreign policy. If you ac-
cept that premise, and the admimistration means 1t, then the role
of AID becomes very central

Now, two interesting 18sues need to be explored, which are not
clear 1n a quick reading of the report One 1s the relationship of
AID to political aid We are a great power, and we will have need
for political aid

My argument, and 1t goes to your ESF question later on i1n the
docket, that 1s pohtical aid should be separated from the develop-
ment aid and measured on whether we are getting the pohtical re-
turn for 1t that we expected One example 1s peace 1n the Middle
East, which 1s worth a great deal of money, probably more than we
are paying for it now

Second, there 1s an evolving relationship between AID and two
bureaus of the State Department—the Global Issues Bureau, head-
ed by former Senator Wirth, which has substantive responsibihity
for a number of 1ssues on which AID programs money, and, the tra-
ditional International Organization Bureau, which has responsibil-
1ty for many of the U N programs that work 1n the same area

AID and the two State Department are headed by three extraor-
dinarily bright, competent seople And how these leaders and orga-
nizations work together 1s terribly important because 1n looking at
the bureaucratic chart, the Global Issues Bureau has the polcy,
AID has the money, and the International/Organization Bureau
has the responsibility for the international institutions

Chairman HAMILTON Mr Bereuter

Mr BEREUTER I have a followup question to what you said, Mr
Sewell, and that relates to the economic support funds Occasion-
allIy, they have been called the international walking around funds

f, in fact, the distnbution of ESF funds should be based upon
the pohtlcaf mmplications and the relationship with the United
States that we foster by the use of those funds, why 1s 1t appro-
priate for the Wharton Report to call for AID to continue to have
the responsibility for administering those funds? Why 1s 1t not the
direct responsibihity of State?

Mr SEWELL I agree with you, 1t should be the responsibility of
State If I understand the budget correctly, Congressman, there 1s
not much ESF money left after you take out the Middle East

Let’s assume we have another Philippines after Mrs Aquino took
power If you have a democratically oriented regime, you will need
fast-disbursing, nonproject money This would be a very legitimate
political need 1n the best interest of the Unmited States

But I would argue that such an operation has a pohtical goal and
we should be able to operate flexibly and quickly We should not
have to put that money into projects or operate, as you point out
in Pubhc Law 480, as the case of Egypt in projects—a way which
18 not efficient

Mr. BEREUTER Those are funds used for political relationship
building and 1t seems to me they &are not AID funds
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Mr. SEWELL I agree with you.

Mr. BEREUTER They are not assistance funds so the farther you
move them awa;f from AID, the better off you are.

Mr. SEWELL he{1 have to be justified on the grounds of political
interest, whatever they may be Exactly

Chairman HaMiLTON The Wharton Report makes a distinction
on ESF, does 1t not? Those ESF funds used for developmental pur-
poses are differentiated from those used for political purposes and
that 1s a distinction that makes sense, doesn’t 1t?

Mr CoNAHAN I think 1t does

Mr SEWELL My argument would be to take those funds used for
developmental assistance purposes and put them into development
assistance

COORDINATION WITHIN THE U S GOVERNMENT, BILATERALLY AND
MULTILATERALLY, OF THE AID PROGRAMS

Chairman HAMILTON OK. Coordination

Here, I guess, the questions 1nvolve several kinds of coordination.
Coordination within the US Government, other agencies and de-
partments, coordination between bilateral and multilateral assist-
ance, coordination with other donors

What are your impressions with respect to coordination today
and what kinds of things can be done to improve coordination?
That 1s really the question

Ms TAFT In those areas where 1t 1s clear what the objective 1s,
I think the coordination has been good On UN imtiatives, for in-
stance, the Summit on Children, or some of the conferences on
women and population, et cetera, where there 1s a clear indicator,
there can be good leadership In the disaster rehef fields, it has
been particularly good where the United States coordinate not only
fo-u{'dstrategles but actually cofund initiatives in the disaster rehef
ie

We have also taken strong leadership, as you know, as a govern-
ment, although this 1s not AID but the State Department, but on
the whole question of refugee assistance Where there 1s clear as-
sistance, 1t works well

The real 1ssue, I think, 1s leadership and how we want to get out
there Since the United States 1s not always the biggest funder 1n
town, what really matters 1s how the Umted States exerts 1ts lead-
ership and encourages others to join forces with us

The one area where I think we are particularly weak 1s 1n the
concept of cofunding With the exception of the disaster relief area,
I don’t think there are many instances where AID cofunds projects
Maybe 1t 1s because of trying to track the money and have a certain
accountability, but very seldom does AID actually cofund programs
with the EC or with other entities because 1t dilutes our manage-
ment focus on the outccme

Chairman HamiLToN Should 1t?

Ms Tart I think that should be allowed It should be encour-
aged if we can certainly leverage the attention of other potential
donors to 1ssues

The Japanese, 1n particular, where their AID could use a httle
bit of support from our sensitivities, or the sensitivities of our AID
as to how to really help in participatory programs and how to do
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something more than export promotion I think that they are really
wilhng to work on technical 1ssues, but cofunding 1s one way to get
a joint commitment And I would hke you all to consider that as
you look at both the factors in the XID program that prevent
cofunding as well as those that might permt 1t

Chairman HAMILTON So your impression 18 that we don’t do a
very good job of coordinating our AID program with other donor
countries?

Ms TAFT I think there 15 a lot of talk and shanng of informa-
tion, but not so much as joint funding of programs to really S:at
multiple leverage There 1s a lot of sectoral discussion where the
United States funds one sector, another donor takes another There
1s seldom joint funding

Chairman HAMILTON What about the coordination within the
government, AID and Treasury, AID and Agriculture, AID and half
a dozen other agencies that have foreign aid programs? How does
that work?

Mr SEWELL Here 1s where the Wharton Report 1s singularly si-
lent, or muzzled, I am not sure which Because when one looks at
the world, as the committee knows, 1t 1s a different world. There
are very many more parts of the U.S Government involved 1n pro-
Erams that affect the developing countries now democracies, as we

eard before

The multilateral institutions are the prime pohcy actors in the
business, and there are many more donors And at all levels, it
seems to me, coordination 1s nowhere near what it should be 1f you
are to maximze the use of scarce dollars

I, frankly, don’t know what 1s happening within the US Govern-
ment I thought the committee’s recommendations to Deputy Sec-
retary Wharton were right, there should be a joint National Secu-
nty Council/National Economic Council committee at a high level
to look across the range of policies that affect development.

Chairman HAMILTON Do you see any indication that 1s happen-

ing?

idr SEWELL No, but I am a very far outside observer of the
whole process Looks opaque to me at the moment.

Chairman HAMILTON Isn’t the National Economic Council the
place where 1t should happen, 1n your view?

Mr SEWELL My understanding, Congressman, and 1t is far from
perfect, 1s that there are a series of joint committees between the
National Secunity Council and National Economic Council staffed
by the same persons that are supposed to look at these 1ssues. How
they operate, or who 1s 1n charge, I have no 1dea.

Chairman HAMILTON The Wharton Report doesn’t comment on
that at all?

Mr SEWELL It 1s nowhere 1n the report, at least my version of
the report

Chairman HAMILTON Mr Conahan, what is your answer on this
whole coordination question?

Mr CoNaHAN [ think the National Security Council as well as
the National Economic Council should be players if it is to be at
the White House level I think coordination generally has been dif-
ficult wathin the executive branch of government.
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When 1t comes to partiaapation i1n the multilateral development
banks, the Treasury leads that Other agencies comment on pro-
posed projects, but if Treasury 1s not in agreement, generally the
Treasury position will prevail

On other interagency boards, where a singular agency has the
lead, that agency’s position usually prevails There 1s a proposal on
the table—whether 1t 1s 1n the Wharton Report or not, I can’t say—
and that 1s to have the Deputy Executive Director of the multilat-
eral development banks come out of the Agency Jor International
Development

I think very specific moves hke that would be very helpful in
terms of gamning the kind of coordination that is required as be-
tween our bilateral programs and our multila‘teral programs, for
example But we have to have, I think, very specific mechanisms
n place 1n order for cooidination to be enhanced

I think the proposal for an NSC, NEC level coordinating commat-
tee at the Under Secretary level to be chaired, say, by the Deputy
Secretary of State, would be a move 1n the right direction

I would hke to say something on that, too I think that the chair-
manship of any such group should be 1n a cabinet department and
not 1n the White House You know, over the years we have had dif-
ficulty gaining access to information 1if 1t was at the White House
level Congress can do a much better job if 1t 1s at a cabinet depart-
ment level So I would be leaning toward having a cabinet depart-
ment chair rather than the White House chaur.

Chairman HAMILTON Mr Bereuter

Mr BEREUTER Thank you, Mr Chairman I was just going to
ask the question that you just covered

What about the concept of an alternative executive director for
each of the MDB'’s from AID? You have said that you support it

Any other comments from the other two panehsts would be wel-
come on that report, too

Mr SEWELL It would follow the practice of many of the other do-
nors, Congressman Many of the European donors do that

Mr BEREUTER Ms Taft brought up the subject of cofinancing,
meaning financang by two governments, and I don’t think the
Wharton Report addresses that If so, I have missed 1t But I have
noticed the last 3 years we have attempted to have the Japanese
ar};i the American development aid bureaucracies consult with each
other

The Japanese are quite short of personnel in their AID programs
stationed abroad, whereas we may be categonzed as rich, despite
what AID says about the staffing needs They, on the other hand,
have substantially greater resources available to them that are not
earmarked So 1t would seem between those two countnes, Japan
and our own, there might be a good model for development

Ms TarT 1 think that 1s an excellent point One of the great
treasures we do have 1s people representing AID 1n so many coun-
tmes I think 1t 1s 99 now It will probably be less soon, but very
few donors have the in-country presence and the capability that the
United States has So we have leadership not only because we are
the strongest world leader, but we have a network out there and
an information sharing capabihty for donor coordination and for
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conveying concerns, particularly those that the PVQ’s are con-
cerned about, which are grassroots needs .

So 1t 18 not just between the capitals of these countrnes, or in
Paris at the OECD, 1t 1s really working in-country and making sure
that AID people can be a resource to a number of donors.

Mr BEREUTER So that it might be a good fit with our personnel
resources?

Ms TAFT Yes, sir

Mr SEWELL éongressman, we have looked at that quite closely
Actual cofinancing and coadmimstering of projects has proven dif-
ficult not for lack of wiall but for the difficulties of Amenica* two bu-
reaucratic systems, different budget cycles, totally different organi-
zations

One of the problems 1s that the Japanese and the United States
are not present in large dollar amounts 1n very many countries
One of tge successes, by the way, had been the Philippines under
the multilateral assistance initiative because we were both enough
players to talk about serious coordination

The only way 1t can be arranged, 1 think, 1s on a country level,
and I would urge the new administration to look at southern Africa
or Central Amenrica 1n those terms to welcome 1n the Japanese We
cannot approach them on the basis of our brains and their money
because they have a very strong 1dea of what they see as develop-
ment, which 18 not just export promotion, by the way, but looks hke
Jaran’s own development

know there 1s quite a considerable interest, particularly given

the pohtical situation in Japan and much great interchange be-
tween the US Congress and the Diet The Diet will now end up
as a much more 1mportant player in Japanese aid pohicy There 1s
no Japanese aid legislation at all now 1n this new political situa-
tion. And I know from our contacts that the Japanese would be 1n-
terested 1n some sort of exchange with Congress on some of these
1Ssues

Mr BEREUTER I understand that the first efforts on the part of
coordinating Japan and the U.S aid effort was to be the Phil-
ipgn]nes, and that came out of the first or second Hawan meeting,

elieve

I agree with you, I think 1t would be difficult if we cofinanced
program elements But it seems to me if you are saying by usin
a country model you coordinate the elements, they fund A and F,
we fund B, C, and D, then dyou might not have that difficulty in
acgountmg and auditing and so on Is that what you are driving
at!

Mr SEWELL That 1s nght

Now, there are some examples, I think, of southern Africa or
Central America, but there are probably more where you could do
that and where we both have a considerable 1nterest.

Mr. BEREUTER, Thank you, Mr Chairman

COUNTRY ALLOCATION—THE NUMBER OF RECIPIENTS, THE BASIS FOR
ALLOCATION OF RESOURCES

Chairman HAMILTON Country allocation And the key question
there 18 should we reduce the number of countries that get aid? We
would like to get your i1mpression of that.
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We now have AID missions 1n 99 countries We have no perma-
nent staff but we are involved in 26 other countries That 1s 125
countries overall. Just ask the staff here how many countries there
are 1n the world They don’t know how many there are One hun-
dred eighty or so, 18 that about rnght?

I think Mr. Atwood said he thought we could cut down to 50 or
something of that sort What 1s your impression?

Mr CoNAHAN I don’t know what the ultimate number would be,
but I beheve that there are a number of things that can be sad
for reducing the number of countries 1n which AID operates, and
I think we can pick up on the conversation that we just had here
a moment ago 1n terms of coordination and cooperation with other
countries

It 1s my understanding that Japan, for example, does not have
missions 1n Africa, that 1t has the Bnitish crown agents administer
their programs 1n Africa on the grounds that 1t 1s not of a strategc
interest to them They do want to provide funding, but they are
willing to let 1t up to others to actually implement the programs

Well, 1n some African countnes, we are very, very small players
Other donor countries are very large, we are very small Our
projects are not necessanly fully compatible wath the leading do-
nors 1n those countnes, and 1t seems to me we would want to take
another look at that

We would want to rationalize why we are at such a low level
when there are some major players in those countrnies They may
be candidates for, one, pulling out all together or, two, coming up
with some sort of cooperative arrangement where someone else
would worry about the implementation of that program

So, yes, I think there are opportumties for a number of reasons
to reduce and to redirect our aid

Mr BEREUTER May I have a followup question, Mr Chairman?

Chairman HAMILTON Yes, indeed

Mr BEREUTER Would 1t be possible for us to go to a regional ca-
pacity, staff capacity, say, in West Africa, for some of the smaller
countries, and just jump over this country-by-country approach?
Have a country effort but really manage it out of a single location,
say the former French colomes of West Africa versus the British
colomes another way? Is that a possibility 1n thas step?

Mr CoONAHAN In my wview, 1t would be. I would like to take a
look at how that would play out, and I don’t want to jump ahead
{,o the management area we will cover, as I say, on our agenda here
ater

But 1n terms of taking a look at the Washington organization, I
often thought that perhaps the way we would organize over there
15 on the basis of levels of development of country. Right now, we
have functional areas and we have geographic areas, and I thought
maybe we could have bureaus over there based on the level of de-
velopment wathin a country

You would have the lesser developed countries and then this next
category and the next category That would fit into the kind of
scheme you are talking about

Ms TArT With regard to the number of countries, I am not in
a position to make any recommendations.
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There are regional offices at this point that provide good tech-
nical outreach to countries where there are not local staffs I would
assume, under any retrenchment of the number of countries 1n
which AID operates, they would increase their regional office rep-
resentation and technical skills That would be very good

For the focus, though, it would seem to me that there are new
criteria other than the cold war crniteria A country’s level of devel-
opment 18 one of them The intent and the interest on the host
country, really trying to work with the poor, bemg pro poor, being
in favor of participation, focusing on sustainable development, the
extent to which the country 1s going to be willing to reduce 1ts own
military expenditures, are all indicators as to whether or not this
1S going to be a good environment to try to promote good develop-
ment Those factors have not necessanly always been considered 1n
the selection of AID-assisted countries 1n the past

If one expanded the critena to include those kinds of measure-
ments, that would be extremely helpful As was pointed out, there
are otner new kinds of mechanisms besides a regional office or an
in-country mission The use of umbrella agencies, the use of endow-
ments or special in-country foundations for the funnehng of aid
money, have been used 1n other locations, and certainly would be
mechamsms worth exploring for whatever countries AID decides 1t
wants to no longer have an in-country presence

Mr SEwWELL Let me make four points, Mr Chairman Obwviously,
the cnitena for choice are crucial, and I would push the administra-
tion to make those as clear as possible My own argument would
be that allocation should be based on income levels for poverty, on
the prospects of performance of the host country and host govern-
ment, as Juha said, and on the commitment to sustainable develop-
ment

It 1s i1mportant to go back to what I said earher, because to get
public support for the program, you will have to show some result
onientation It 1s a bit hard to argue for massive transfers of AID
funds to Zaire unless you are in favor of the private-sector activi-
ties of one particular individual who happens to head the country.
Development assistance 1s too scarce to waste 1n that fashion any-
more

I would point out, however, there 1s a unresolved tension 1n the
Wharton Report between focusing on sustainable development and
human nghts development, poverty and global 1ssues

If one allocates aid on global 1ssues by conduct, then only a cer-
tain number of countries with aid are important and a certain
number where there 1s deforestation or whatever :ssue you want to
give prionity to There 1s a potential tension on what criteria you
use for country allocations, the crucial one

I must add, however, one additional warming Depending on
which 50 countries they are, not only the executive branch but
Congress 15 going to be besieged by the other 50 countres 1n trying
to cut back 1n

Chairman HAMILTON Let's start wath five Give me five countries
we ought to just cut out

Mr CoNAHAN I think that what 1s available 1s the kind of infor-
mation that Mr Sewell just talked about and that 1s, you know,
the stratification by levels of poverty If once we agree that 1s a pri-
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mary consideration for assistance, then 1t 18 an easy task of looking
at, you know, the 50 percent hne, but I don’t——
hairman HAMILTON You cut out Israel, then?

Mr CoONAHAN [ can’t cut out anything until I decide what 1s the
objective of this AID program

Chairman HAMILTON Give me five countries

Mr CoNAHAN He 1s talking to you

Ms TArT I am speaking for mKself, not for my organization.
Sudan would be a country that we have stopped foreign assistance
to and I think should be stopped because of their outrageous
human rights records I think any country that makes huge invest-
ments 1n mihitary expenditures over the requirements of their ati-
zens ought to be 1n jeonardy

The human rights abuse area 1s one that 1s very important be-
cause why should AID invest 1n a country where there 1s going to
be a continual upheaval and problems I think you can look at that
as a criteria You can’t build a civil society 1fy there 1s not a will
and a commitment

Chairman HAMILTON I know 1t 1s a tough question, but I am just
kind of curious to get an mtial reaction from you You all study
this pretty carefully I have a tough time beginning to pare 1t down
to 50 I would hike to ask Mr Atwood what his 50 are

Mr RoTH Mr Chairman, by that, by Ms Taft’s cnteria, we cut
Somaha right away.

Ms TAFT We don’t have any—we are planning an AID program
1in Somaha to try to build the basic civil society 1nstitutions.

Mr RoTH We were talking about civil nghts abuses According
to your critenia, 1t would be easy to knock out 50 I would ke to
answer the chairman Here you asked for five countries He didn't
get any single country from you Wouldn'’t you by your critena you
gave before, not to pick on Mr Conahan, but just pick the five rnch-
est countries on top?

Mr CoNAHAN I think Indonesia, Thailand, Costa Rica These are
all in pretty good shape Maybe they should be graduates from the
AID program

Mr SEWELL I would reverse the question and consider any coun-
try in the South—in the East or Southeast Asia—not South Asia—
and in Latin America They would have to prove their case to be
included 1 am taking out Israel and Egypt, where I don’t consider
1t development aid, but rather a political program that 1s 1mportant
in and of itself Furthermore, income levels 1n both geographic
areas are high enough that we should not be provading aid unless
};}ll)?'- fall well below the established poverty level, the ehgbihity to

ECONOMIC SUPPORT FUND

Chairman HAMILTON You know, when we have a domestic Fed-
eral program that goes out to communities, we ask those commu-
nities to come 1n and make a case, 1n effect, for aid. Should we do
that 1n foreign affairs and say to these countrnies, OK, we got a nice
pot of gold over here we are going to distnbute, you come 1n here
and make the case for 1t? Does that make sense as a way to pro-
ceed, make them come 1n here and state their case on why they are
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a countr{ worthy to receive U.S. aid? We make Los Angeles and
New York and Chicago and Indianapolis do it.

Mr. SEWELL My argument would be that such a case should be
made, which 1s what you are paying the heads of AID and the
State Department to do

Mr CoNA¥AN 1 agree, 1t should be the admimstering agency
rather than the country

Chairman HAMILTON The Ambassadors do it all the time al-
ready OK. Then you come in whenever you want to here We are
proceeding 11 2 hittle different way here

Mr. GILMAN 1 find 1t very a:fficult to try to estabhsh some prior-
ities as you try to imit the countnes The chairman has indicated
that to pick the first five 1s as difficult as picking all of them

You mentivned human nghts, Ms Taft Now, human nghts 1s an
essential element How do you balance the human nghts i1n with
the poverty 1ssue? Suppose you have extreme poverty 1n an area
where there are human nghts violations? Do we forget the poverty
and stretch the human rights?

Ms TAFT As you point out more articulately than I, when there
18 that i1mbalance, there 1s a lack of human nghts So I mean other-
wise where human rights are respected there 1s more equty 1n the
economic growth of that country and that region I think this 1s the
problem that we get into where we try to say the standard 1s pov-
erty or human rights or the standard 1s the wilhingness of the coun-
try to deal wath 1ts 13sues of development

If you are looking for sustainable development interventions,
there are areas in countries which would be more receptive to those
kinds of things, but we have to look at this as a continuum There
may be some interventions that are still appropriate to deal with
in Indonesia Althou%h 1t may be %raduated from a poverty level,
there still may be a lot of technical advice that 1s appropriate for
the USAID to engage 1n wath Indonesia

Indonesia 15 a success story, but 1t 1s not over the hump com-
pletely and we ought to make sure that we have enough refined ep-
proaches so that we don’t just say everybody has to be treated the
same. That 18 why you have AID missions because there are nu-
ances for every country, and there are different requirements 1n
different stages of development

I would be very surpnised if there 18 a reduction 1n the number
of AiD missions overseas What we may see 18 a diminution of the
number of people 1n missiens because 1t 15 1n the perceived inter-
ests of foreign pohcy The countries that are coming to testify be-
fore you beheve 1t 1s 1mportant for them to have the most impor-
tant superpower be present 1n their country even if it 1s only one
woman or one man as an AlID representative It 1s going to be dif-
ficult to cut back on AID missions and recommending how to do 1t
This leads us to the question of what can AID do best 1n whatever
countries 1t 1s present and where might 1t turn to other orgamza-
tions, either contractors or NGO’s wathout AID missions to perform
sectoral services 1n countries

We would be very interested 1n presenting 1deas to you, you work
through this aspect of the legislation, ideas on what some of those
alternative mechamsms for AID programs might be in some of
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those countries where there 1sn’t a presence. But I would be sur-
prised if AID cuts out very many missions

Mr. GILMAN Mr Sewell, you had some comment?

Mr SEWELL Mr Congressman, I would like to offer a shghtly
different version I think that if one 1s talking about presence of
AID in a measurable size, 1t should be 1n a stnctly hmited number
of countries Now, there will be strong arguments for U S involve-
ment 1n other countries on 1ssues of mutual self-1nterest

You may have seen 1n the Post a few daf's ago a very interestin
column on the need to cooperate with Thailand for testing for AID
vaccines, probably one of the three or four countries that 1s scientif-
ically ready to cooperate, because of its heterosexual population,
the number of people who are HIV positive, and so on That 18 not
AID If we find a vaccine for AIDS, assuming that 1s scientifically
possible, 1t 1s 1n everybody’s interest, therefore, 1t may put a claim
on Federal mone

But you don’t gave to run a big AID program 1n Thailand, which
18 a nich country, to cooperate with testing on AIDS vaccines AID
missions should be restricted to countnes where we have an nter-
est, because the dags of hands-on AID programs are diminishing
and ultimately will be restricted to very poor countries because the
development will have succeeded

Mr. GILMAN Shouldn’t we be coordinating that effort then as we
establish a priority list wath some of the other major donors?

Mr SEWELL Of course There will be countries 1n Asia, in which
Japan has considerable geopohtical interest where they will want
to be involved 1in considerable depth, that will fall outside of the
U.S area of interest for involvement 1n an AID program.

Mr. GiLMAN What sort of vehicle would we have for developing
that kind of a coordinated priority hst?

Mr. SEWELL For developing a coordinated priority hst? Well,
there are several mechamisms I would argue this 1s one of the
functions of overall foreign policy There 1s, as you know, a develop-
ment assistance committee within the OACD which discusses these
issues. Periodically, the Japanese and USAID admimstrators have
met, for instance

There has been varying levels of interchange at a serous level
for some years now All of the development ministers, plus the
heads of international nstitutions, meet once a year informally to
discuss these kinds of 1ssues An international division of labor 18
something that should be very important

Mr. GILMAN Ms Taft, or Mr Conahan, would you like to com-
ment on that?

Ms. TAFT I think it 1s a wonderful idea I mean, there are some
places where the EC 1s now starting to develop—in-country pres-
ence because they know that there 1s a lot of interest in the Com-
munity to develop programs in some places, particularly in Africa
If they can be the eyes and ears and coordinate on some of 1ssues
we want, I don’t see why the Umited States needs to be fully staffed
1n all those same areas The OECD 1s the appropnate place to deal
with that But I think that would be another criteria that one
would look at as to how the USG 1s going to select or recommend
the selection of the top countrnes If there were an in-country pres-
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ence of another donor that would cooperate with us would certainly
would be one critena which would be very useful to consider.

Mr CoNAHAN I think that what we need to do 1s to really deal
now with these fundamental questions I think that this 18 an op-
portunity that we have not had 1n a very, very long time to deal
with some of the fundamental 1ssues

As I see the AID program over a long penod of time, there were
two tracks Durning the 1960’s, we had a capital financing program
During the 1970’s, we had a program which was directed at the
lower rungs of society in these countries And during the 1980’s, we
talked about private enterprise We had a program that was sup-
posed to emphasize prnivate enterprise During that period of time,
the AID staff, direct hire staff, was reduced from about 10,000 peo-
ple down to about 3,000 people currently and the number of
projects increased up to well over 2,000

It seems to me that unless we make some fundamental decisions
as to what we really want to do and with whom we want to coordi-
nate, we are just going to continue an untenable situation In view
of our budget situation, I don’t see that we are going to give the
Agency for International Development resources that 1s gomf to
help them matenally with respect to their staffing overseas and we
have to begin making some choices

Chairman HAMILTON We have a lot of new countries that want
to be on the hst Is that correct?

Mr CONAHAN Absolutely, yes, sir.

THE MANAGEMENT OF AID

Chairman HAMILTON I think we pretty well covered the eco-
nomic support reform item I want to get on to the management
question d Mr Conahan, I suppose you are the person to lead
off our discussion there

You obwviously think that AID has some very, very serious man-
agement problems and so we would hke your comments on what
management problems need to be addressed and what your views
are on some of these internal management 1ssues.

Mr CoNAHAN I think that the current admimstrator recognizes
that he inhenited an agency with a host of problems that have to
be overcome He also recogmizes that his predecessors have come
into office with good intentions to correct some of the problems that
they found Some improvements were made For the most part, the
fundamental problems remain

What we have developed or evolved over a long peniod of time 18
a very decentrahzed agency which 1s all right in and of itself but
without at the same time putting 1n place a strong centralized sys-
tem of management controls and systems which would bring about
accountabihty for this very diverse orgamzation that we have in
the Agency for International Development

First, we see a propensity to develop projects rather than to mon-
itor the implementation of projects We see this propensity to obh-
gate funds before the end of the year so it won't get lost That
takes up an awful lot of time and doesn’t leave time for project offi-
cers to monitor these projects the way they should.

Secondly, because of a reduction 1n the number of direct hire per-
sonnel, the Agency has now had to rely much more on contractors
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and local hire people out 1n the field It is a different kind of func-
tion for AID folks today than it was before and AID’s personnel
management system hasn’t caught up with Number one, they don’t
have good work force planmni, and number two, they don’t match
the requirements with the folks they are recruiting, as a result of
which you have good technical people 1n the Agency and continuin
to come 1nto the Agency when what you really need out 1n the fiel
are contract administrators

And these good technical people do not have the contract admn-
istration training that 1s necessary to, one, negotiate the contracts
with all the contractors out there and then to administer the con-
tracts As we mentioned before, there 1s not a system 1n place to
evaluate the impact, the results of these projects Number one,
there are not measurable goals up front, and number two, they
have not developed the methodology to evaluate

And finally, there 1s this friction that has developed between the
principal internal auditor, the Inspector General and AID manage-
ment I think that needs to be tenged to I think probably we would
get into that 1n a separate session, but I don’t think we can have
this discussion without noting that 1t exists

Ms TAFT Well, wath all due respect to my colleague on my right
here, when you said, “there are very good technical people 1n AID
but what we really need in the field are contract administrators,”
I really think you have hit the nail on the head

The problem 1s we have people who are so 1nvolved 1n the process
and counting beans hterally that they forget what they are there
for. And if you don’t have technical people 1n the field looking at
the implementation of programs and making sure that there 1s the
flexibility to correct a bad program that 1s under way which needs
to be revised but you can’t do it because the beans aren’t counted
right, I think we have failed.

think the whole question that we have got to look at 1s how do
we measure results and how do you find people who can get in-
volved 1n the process of measuring results, not just measuring the
mputs Right now the whole emphasis 1s on inputs and contract ac-
countability and reporting

I used to work in AID, and I was always surpnised at how the
people 1n the field spent all of their time not 1n the field They
spent their time answering reports and doing reports back to
Washington, answering questions that Washington had It was
only when there was a real major reason for getting out 1n the field
were they able to leave the Ald massion officers

This 1s not a generahzation This 1s, 1n fact, true They have
some wonderful people 1n the field but they are too busy wnting
reports and worrying about auditing and accounting and reporting

Chairman HAMILTON Wnting reports to Congress?

Ms TAFrT No, sir, they are sending—well, sometimes I suppose
Congress sends questions What typically happens 1s that the AID
bureau would send the field 27 questions that need to be answered
But what happens then they spend time answering questions at
the same time they are also involved 1n trying to micromanage the
programs out 1n the field If we could figure out a way to deal with
this question of focusing on the results, I think 1t would save a lot
of paperwork and a lot of lack of trust I think there 1s so much
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distrust between Congress and AID and AID and 1ts contractors be-
cause everyone 18 so afraid they are going to make a mistake, and
they are going to get caught

Chairman HamiLToN How do you do that?

Ms TAFT Well——
Chairman HaMILTON Your comments are that an enormous

amount of effort goes into planmng and not enough into 1mplemen-
tation Several of you have mentioned the necessity of focusing on
results It 1s a good proposition I think all of us would be 1n accord
with 1t, but how do you do 1t?” How do we do 1t as a practical mat-
ter? Do we say to them, OK, Mr Admmmstrator in country x, give
us your targets in 1993 for the following programs and then we
bring him up 1n 1994 and say how have you done? Have you hit
any of those targets? Is that the way we ought to proceed?

Ms TAFT Nice start

Mr CoNAHAN I would hke to comment, too I would like to say
I don’t think there 1s a great inconsistency between your comments
and my comments I think that the people out in the field should
be doing precisely the thing that you are talking about, that they
should be out there monmitonng the activities and finding whether
or not these activities are reaﬁy meeting the targets that you are
talking about or whether they are going astray and making the cor-
rections 1n place

My point on contract administration 1s that you need people out
there who can talk about and supervise this kind of actinity And
I am not talking about the paper pushers, I am talking about real
contract admimstration which involves monitoring the implementa-
tion of contracts, where they are going, how the projects are going
so that you can make whatever corrections that are necessary 1n
order to bring them 1n where they should be brought 1n

Mr SEWELL It seems to me you have got a once-in-a-hfetime op-
portunity here to start changing the bureaucratic culture of our de-
velopment agency And frankly, Congress 1s part of the problem.
For instance, your figures or GAO figures or congressional report-
ing requirements change, and nobody up here has time to read
them Therefore you must come to a new social contract with the
executive branch on accountabihity

Your rough model 1sn’t bad Tell us what you hope to achieve
over the next 3 or 4 years and then we are going to ask you how
close you are You have to give people enough money, otherwise
they are forced to obligate each year You have got to speafy a hm-
ited number of objectives that are doable, even though you know
some are going to fail in a number of countnes.

One worthwhile thing, which 1s quite different from the last time
the act was wntten, 1s that a large number of very competent agen-
cies out there 1n the developing countrnes in the NGO commumty
are capable of delivering a service, so a better term 1s not a con-
tracting officer so much as a foundation officer.

Chairman HAMILTON (ive me your impressions about staffing in
AID Are they way overstaffed” Do they have far too many people
1in Washington and not enough people 1n the field” Do they have
far too many people 1n the capital and not enough people out 1n the
country”? What are your general impressions on staffing?
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Mr SEWELL I will leap into that thicket. I don’t think that AID
1s overstaffed for what 1t 1s being asked to do 1n terms of the paper
and reporting requirements It 1s universally felt by the other busi-
ness lateral donors that AID has the best field staff among the bi-
lateral donors and 1s the real strength of the Agency And an awful
lot of the time—

Chairman HAMILTON Field staff?

Mr SEWELL Field staff A lot of the time of those people 1s
consumed with reporting requirements back to Washington Sec-
ondly, of course, you run into this ridiculous situation from time to
time 1n countrnes where there 1s simply not enough operating
money to travel within the country

I am less quahfied to comment on the Washington levels because
part of 1t depends upon what you get past the E'é:ency to do 1n 1ts
new guise Too much of the Agency now, 1t seems to me, 1s engaged
in accounting and reporting requirements that are unrelated to any
sensible objectives

Chairman HAMILTON I am told that two-thirds of the people at
AID are 1n Washington

Ms TAFT That 1s probably true I thought your configuration
was a very good one with the i1dea of having desk offices back 1n
Washington to back up the field missions and then to plug in the
field to whatever technical resources are necessary back in—back
here 1n Washmfbon I think that makes an awful lot of sense and
would reduce a lot of the duplication

There are some offices that are terribly understaffed The Office
of Foreign Disaster Assistance 1s terribly understaffed and for 1
don’t know what reasons In terms of looking at the prionties of
the Agency, we ought to make sure that what 1t 1s good at, 1t has
enough people to support those priority programs.

I did like the 1dea of the desk offices, 1n particular What that
would prevent 1s large geographic bureaus trying to micromanage
the programs from Washington, when 1n fact AID should rely on
people 1n the field to oversee the programs.

Mr CoNAHAN May I make a comment, Mr. Chairman?

This charge that AID folks and other agency folks for that matter
spend too much time reporting back to Washington and n taking
care of auditors and evaluations 1s a very good and sohd statement
of the environment there

But there 1s at least one reason for that and i1t 1s an important
reason and something that we need to put more focus on than we
have had in the past The reason that you have a lot of the ad hoc
reporting, the reason that you have got a lot of audit and evalua-
tion activities 15 because you don’t have the fundamental systems
1n place to permit you to manage 1n the first place

AID does not have a good financial management system It has
not had one for as long as I have been looking at 1t It doesn’t have
good information management systems 1n place.

Chairman HaMILTON Why not?

Mr CoNAHAN It has not been a prionty of the successive admin-
i1strations over there and perhaps we—I, for one, have not been
able to convince them that this 1s necessary.
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Chairman HamiLTON. Why do you say they don’t have good fi-
nancial auditing or management systems in place? Give me some
examples What do you mean by that?

Mr CoNAHAN Well, first of all, they don’t have good controls
over their property For example, we are talking about contract ad-
ministration A requirement throughout government 1s at the con-
clusion of a contract that the Agency, the executive agency, close
out that contract And that 1s simply to say what 1s the final dis-
position of the statement of work, was 1t accomphshed, was 1t not
accomplished And for example, if the government furmshed equip-
ment for which to carryout that program, to make a determination
as to whether that equipment comes back to the government or
sold or goes to another project and that sort of thing

We find time and time again that AID does not have a system
in place that permits 1t to (gio that routinely They just don’t tend
to 1t So what happens 1s the auditor goes out and finds that this
1s not being tended to, makes a recommendation that they do this
and report monthly or quarterly back to the head of the Agency
and maybe to the Congress and you have got four more reports as
a result of the audit

If they had a system 1n place where they systematically closed
out a contract when they should, these three reports comng from
the auditor’s recommendation would not be there

Chairman HAMILTON We get a lot of complaints here about
pipelines Is this in your management practices, the large pipelines
that exist with respect to a number of countries? Is that a big prob-
lem from your point of view or not?

Mr CoONAHAN I don’t think that the fact that there 1s some $9
bilhon 1n the pipeline 1s a problem per se The problem 1s that we
don’t have a very good handle on how much of that 1s really re-
quired to fund the projects for which 1t was obligated 1n the first
place When we first looked at the pipeline a couple years ago,
some of 1t was over 10 years old Not a lot of 1t but some of 1t was
over 10 and a larger amount over 8 and a larger than that over
6 and so on,

How mu:h of that 1s really needed” Should 1t not be going for
more productive purposes? Well, I can’t answer that question be-
cause AID can’t answer that question Our recommendation 1s that
annually AID at the rmssion level scrub that pipeline to see what
1t really 1s and what 1t 1s needed for and to the extent that 1t can
be redirected to use 1t for more productive purposes That 1s the
real problem with that

Mr BEREUTER Mr Chairman, I think that the congressional role
In contributing to this problem has been understated here, and
that 1s understandable, you are attempting to be helpful but also
polite It seems to me we have a vicious circle 1n place at the mo-
ment Congress understandably, along with the American publ, 1s
ve?' unhappy with some results of the foreign assistance programs
and so, therefore, we tend to earmark and micromanage

I saw some statistics here which indicated the amount of devel-
opment aid which 1s earmarked—it 1s incredible—that come to too
many places, including Congress, it seems to me, but as long as we
see those results, as long as we see those difficulties, we are going
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to continue to earmark. I know they are making the recommenda-
tions.

Once more the chairman has made an effort this past year in the
foreign aid observation bill to reduce earmarks, but we don’t have
the confidence at this point, some of us at least, to begin to give
up earmarks altogether as long as we have such inadequate per-
formance out there Perhaps 1t 1s because we haven’t given them
the kind of clear direction regarding objectives and priorities nec-
essary for them to do the job

The second way I think that Congress contmbutes to this prob-
lem 1s that we have grantsmanship by Members of the Senate and
the House 1n behalf of contractors, especially educational institu-
tions I think we are all guilty of pushing some work to go to our
own home State and we see that frequently as a very legitimate
effort because we beheve, and oftentimes at great cost, that the
work that has been done on a particular program or 1n a country
could have been done much better by resources with which we have
a famharnit,

Now, as fong as we keep earmarking that much, then the AID
people out there cannot work carefully in a systematic fashion on
addressing the problems of that country And those resources are
frittered away on things that oftentimes don’t bring the type of re-
sults or are out of sequence with efforts that shou]g be unger way

We have had so many foreign aid reform programs over the
years, the Carluccs Commission, Hamilton-Gilman, just to mention
a few It 1s hard to understand whether we should take seriously
this and really move forward and begin to say hands off, let’s give
them a chance to really focus on the objectives and prionties

My question 18 very simple, having given you that background
and my own thoughts on Congress’ role 1n contributing to the prob-
lem, how do we make a break to get ourselves spun out of that wi-
cious circle and what kind of leeway do we give AID to show that
there 1s a new leaf that can effectively be turned?

Mr. SEWELL That 1s an extremely good question, Congressman
Bereuter I would argue there are two parts to the answer, which
1s an agreement on the prionities and what our top prionity has
been on generahties, but one would hke to see some specifics 1n
each of those four areas, particularly as you mentioned earher, the
relationship of hunger and poverty to each area Then you get a
new social contract, as 1t were, between Congress and the executive
branch with some specificity on targets and goals would be useful.

Mr BEREUTER A social contract between Congress and the AID?

Mr SEWELL How 1s that?

Mr. BEREUTER Sounds pretty good

Mr SEWELL The other 1s a new mechamsm, and Frank can re-
spond to this, but AID’s evaluation record of 1ts own projects vanes
wildly over time At times the evaluation umt was very good and
produced a lot of useful information 1 am not sure how much of
1t was shared with Congress In the original Hamilton-Gilman Re-
port, if you will recall, there was a proposal for an oversight sub-
committee to monitor assistance programs and policies and some
new mechamsm to share AID’s own evaluation of what 1t 1s doing
with Congress To enable you to tell on an ongoing basis about how
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things are being achieved is very useful and should be looked at
again when you rewnte the legislation

. Ms. TAFT. To add to that, I know the CDIE orgamzation evalua-
tion unit is looking at dehvery mechamsms in evaluating how well
they think PVO’s do, how well contractors do, and how well they
think universities are doing 1n 1mplementing certain types of pro-
grams for AID And so that should generate additional information
or us,

In terms of the pnonties, I think 1t 18 a social contract If one
agrees to the countrnes—the general proFram thrusts, you might
tl?" a year without having congressional holds and notifications
which tie up your staff from thinking of broader 1ssues If you did
that for a year, we could see, because the burden 1s that the execu-
tive branch says, well, this 18 Congress that 1s putting on these,
and those are the two areas which are cited the most as a problem
If dyou stop doing those, then we could really see where the AID’s
side of the bureaucratic mechanmisms need to be reformed

Mr CoNAHAN I think, as Mr Sewell said, and I have to agree
to as well, that the objectives 1s the key to this whole thing nght
up front. I have gone to this report we 1ssued 1n June, which con-
tains as #n appendix the objectives 1n the foreign assistance legis-
lation, and 1 wondered whether you know any agency anywhere
that can really do justice to this hsting of objectives

I have read off several on two occasions here this afternoon The
one I have not read off 1s integrating women into national econo-
mies to enhance their status and further the development process

Ms TAFT. Put a big star there

Mr. CONAHAN She 15 not going to give on that one at all.

But there are others that are not going to give on some of these
others, so somehow or other the Congress and the executive branch
just have to sit down and decide whether they can stand the heat
of eliminatin%‘l]ntegratmg women 1nto national economies

Ms. TAFT Well, then they won’t have any development if they
eliminate the women focus

Mr. CoNAHAN I think this 18 what we are faced with right up
fro(rllt, and if we are going to address this, we are just going to have
to do it.

DELIVERY MECHANISMS

Chairman HAMILTON OK. Let's go to the delivery mechanism
problem and, obviously, we have hit on aspects of that as we have
gone along I think maybe the question there 1s the PVO’s and pro-

amming mechanisms that can give us flexibility 1n respect to de-

wvery assistance We have had some success, I think, with the
Freedom Support Funds and the SEED Program 1in this area, some
improvement maybe I welcome your comments about that But
how about the delivery mechanmisms? Ms Taft, maybe you are the
one to lead off here

Ms TAFT OK. Thank you One of the stars in our foreign assist-
ance program 1s disaster assistance and the reason it 18 18 because
it has very clear objectives: If to move appropriate aid quickly to
people who are 1n desperate need of it, waithout regard to any other
categorical piece of law inhibiting quick procurement and move-
ment
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Because OFDA doesn’t have to comply with all of the congres-
sional notifications, all of the Buy America provisions, all of the
certain kinds of policy planming, et cetera, 1t 18 able to move very

wckly and very appropnately because 1t has waiver authonty. It
oesn’t always use 1t, but 1t 1s there when 1t needs it

I think that this concept could be much more broadened 1n AID,
not just for disaster but the disaster to rehef programs There are
a number of interventions which are not necessanly techncally re-
hef which are very important to start quickly after a disaster.

Chairman HAMILTON Are the PVO’s heavily involved 1n disaster
rehef?

Ms TAFT Yes, sir

Chairman HAMILTON. And they are doing a good job?

Ms TAFT I think they are doing a wonderful job. They are flexi-
ble and werk wath locals.

Chairman HAMILTON Is the lesson there that we should try to
privatize AID?

Ms TAFT I don’t know whether you want to privatize it. One of
the things I want to say about PVé’s 18 they aren’t the answer to
all of AID’s concerns We have had a number of wonderful discus-
sions with Brian Atwood and some of his team and they are reach-
ing out to us and they want PVO involvement in a number of dif-
ferent ways

I think that 1s great but we can’t overpromise We do some
things very well Disaster rehef, we do very well Local develop-
ment, ‘Frassroots development, em;]Jowerment, we do very well We
don’t do structural adjustment well and some other elements We
need to make sure that we are not overpromising, and we have sys-
tems that can work

Disaster relef 1s one area that we do work very, very well. The
problem we have with a development side 1s that in a country
where there 1s a disaster, there often are development programs
However, 1t doesn’t make any sense to continue some development
Erogzams n a country that has just had a major disaster. It might

e better to reprogram the money and to work 1n the other sector

One example 1n Jamaica, for instance, a hurricane-prone area,
all the electricity went out because all the poles went down All the
poles went down because they were all rotted An appropnate re-
sponse to this disaster should prevent the country from having to
go through a similar experience the next hurricane season It
wasn't so shocking to say we ought to look at the electrification
problems by improving telephone poles and putting some under
ground But the AID program was already designed in a different
way and 1t couldn’t be adjusted to deal with communications re-
quirements

I think we need to look at ways 1n a disaster prone country, for
reprogramming money so it makes sense to promote recovery.

Chairman HAMILTON Mr Bereuter

Mr. BEREUTER Ms Taft, the Wharton Report says there are two
policies 1n programmatic changes recommended here which will af-
fect positively the new mandate and they mention sustainable de-
velopment, but the second one 1s that they will develop—this is
AID—will develop a rapid response disaster rehef. Now, you are
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talkxtng about the positive way that that seems to work at the mo-
ment.

The question that I have 1s the second part of their recommenda-
tion there, and nation bulding capacity to support US and multi-
lateral efforts to resolve conflicts and assist a nation to transition
to democracy. Do you see this nation building and transition to de-
mocracy being a part of, in some countries at least, disaster relef
so that it follows wath 1t and if it does, we have the problem of
moving that function out of AID, which 18 what you are suggesting
whe'? it comes to democracy building, perhaps or 1s that only elec-
tion

Ms TArFr He was talking about election

Mr BEREUTER Do we set aside all those kinds of things and take
all the rules off, too, for those situations when we want to move,
hike 1n Somaha, move with food and democracy institution buld-
ng”? Do we take all the rules off there and expedite it 1n the same
fashion”? That 18 what we are suggesting

Ms TArFT We have been talking to AID about what they are sug-
gesting, but they are not quite ready to share their concept paper

The 1dea of the rehef to development or relief to democracy came
from the fact that if you really look at the relationship of a develop-
ment program 1n a country to the disaster vulnerabihty of that
country Development may not work, if the country has a locust
plague or a civil strife problem AID’s interest in nation building
1s when civil strife results 1n a country falling apart It 1s not suffi-
cient to spend money to give disaster rehef and seeds and tools
when, 1n fact, the society 1s fragmented, where people are inter-
nally displaced and where there are no structures to reorganize the
country

To promote nation building AID ought to be able to respond with
a variety of institutional support mechanisms after a disaster with-
out regard to all of the categorical relatedness For instance, if you
are 1n Somala, one of the things needed 18 to get the clans in
charge again of some of the local development and to provide them
with seess and tools You need to have someone pay some money
for traiming of police You need to reestablish the communications
network Those would be nation building quick responses They
have to happen before development can occur.

In Mozambique, we have a situation where there are a number
of sectors that need some real infusion of technical assistance and
resources, particularly in the logistics area if that country 1s going
to be able to get out of this disaster Instead of funding rehef pro-
grams for just 90 to 120 days, which all OFDA authorities are sup-
posed to be for, Congress should grant AID the ability to do inter-
ventions on a quick response basis for perhaps a year or so That
would help i1n that transition I think that makes a lot of sense
until AID can design the DA or development assistance programs
to be much more flexiole

At least this 1s a transitional mechamism. I think if such flexibil-
ity were provided, 1t would be verX good

Mr BEREUTER On page 27 and 28, they go into some detail, not
as much as you and I might hke, about this nation building capac-
ity which must accompany their rapid response to disasters. To the
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extent the); develop 1t here, 18 this a part of the report that you
agree with? Any of you?

Ms TAFT I think the concept—I mean the words “nation build-
ing” are really difficult 1n the context of how you are coming out
of a disaster.

Mr BEREUTER They talk here about ready to deploy programs
to observe elections, strengthen 1nstitutions of cival society, conduct
civil education, strengthen judicial systems, undertake other nation
buillding activities 1n conjunction with the U.N and other inter-
national organizations

Mr SEWELL You and I may have a different version of the re-
port, speafically on page 27 and 28 Let me respond. I think that
AID’s express desire to bwld 1n capacity is very interesting, al-
though you do raise an equally interesting question I had thought
about, about where the dividing hne is.

There are two kinds of disaster First, there 18 the literal natural
disaster where you are pxckm% up the pieces after a hurricane or
earthquake, which AID and PVO’s do very well. Second, there are
the pohtxcai, social, or cultural disasters of where you are puttin
back the pieces of a society where elections may be a long way off,
for example, 1n Somalha, Hait1, and Cambodaa.

It 1s the nght thing to think about, but this 1s preeminently the
area for multilateral cooperation It 1s hard to think of an area of
the world where this 1s not going to have to be done multilaterally
both because we lack the resources and others have a broad variety
of talents

If we go into Hait), I would hope that the rest of the nations of
the hemisphere are deeply involved

Mr BEREUTER. They seem to answer that.

Mr SEweELL OK. I would have two caveats on this, however 1
may have been around too long. I would avoid the term “nation
building.” I would be very cautious about the assistance to police
We were 1nvolved deeply in the 1960’s and we ended up supporting
some of the most oppressive police establishments 1n Latin Amer-
1ca. It iis a very, very tricky area for which the United States got
targeted.

airman HAMILTON Should we not support police assistance?

Mr. SEWELL I would be skeptical about 1t.

Mr. BEREUTER The Congress has been skeptical about this point
to a fault, it seems to me There are times when we really have
to have some upgrading of police capacity ont.ectmg the judicial
system 1tself, and we have been prohibited from doing that but
something 1n the statute—

Mr. SEWELL I, for the record, will say both 1n military assistance
and police assistance, 1t 1s a hell of a lot harder to democratize
those two nstitutions than anyone thinks.

Ms TAFT John, I disagree with you, because I would rather have
PVO’s doing the police traiming than the mihtary doing the police
training And as I pointed out earher waith the peacekeepers, they
are gomng to do police traiming because 1t is their only ticket out of
some of these situations We need to figure out what kinds of civil
]s(oclety structures are needed And police are not all negative, you

now.

Mr SEWELL Some of my best friends are policemen.
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Ms. TAFT. I think we have to change the biases here. You can’t
talk about development 1n a place hke Somaha when there is abso-
lutely no ciwvil government structure or police and security struc-
ture We might as well just forget 1t

Mr SEWELL Julie, there 1s no argument about it whatsoever.
However, the U.S record of sup ortm% police in the world over the
last 20 years has been close to abysma

Chairman HAMILTON That 1s largely because of Central Amer-
ica Mr Gilman

Mr GILMAN Thank you, Mr Chairman

While we talk about rapid response, I think we probably have a
good example 1n how we respond to Haiti Do we need a new mech-
anism n AID to provide the rapid response or should we be bring-
ing together the international community to provide this rapid re-
sponse mechanmsm?

Mr SEweLL I think I would give you two answers I think AID
responds extraordinarily well to disasters And when the time
comes to move into Haiti, with both the direct emergency rehef as
well as rebuilding aivic society, I think they are probably quite ca-
pable of doing that

I would urge on political grounds, however, for a variety of rea-
sons, that the process in Hait1 and elsewhere be internationahzed.
It 1s, frankly, time for other major countries of Latin America to
take some responsibihty both financially and technically for provid-
1ng assistance, and Haiti 1s a very good case

r GILMAN Is there any rapid response team 1n the U N. at the
present time?

Ms TAFT Well, they are not a team per se but there are about
six operational speciahized agencies that do get involved 1n one as-
pect or the other of disaster response The World Food Program has
people that deal with the food logistics and they can go imme-
diately 1n and make assessments And UNICEF has 1ts capabilities
with the maternal and child health UNHCR 1s for refugees

But they are not always the implementing partners and 1n fact,
1n every case they turn to the NGO’s to be helpful 1n the direct re-
hef responses The United Nations’ new office, the DHA, Depart-
ment of Humamitarnian Affairs, 1s strugghng very hard to be rel-
evant to all of these operational agencies and we are working with
them It 1s really tough because they don’t have any money and
don’t have a lot of clout

I don’t think the problem 1s emergency rehef response as it is
funding Last year—in the last 2 years, the United Nations has is-
sued over $6 bilhon worth of appeals for real emergencies Angola,
Somaha, southern Africa, Bosnia, et cetera The response rate 1s
really very bad and the reason 1s that only five or six countrnes give
all tge time The United States has been wonderfully generous I
think we ought to be very proud of our generosity, but if you start
looking at who 1s really making the contrbutions to these emer-
gencies, you will see the Umited States and the EC and a few of
the EC countries at the top of the list Then way down at the bot-
tﬁm are a lot of other very capable countnes that should be funding
them,

In terms of donor coordination we ought to find some way to
spread the burden particularly on these emergency situations be-
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cause 1t 1s falling disproportionately on the shoulders of the most
generous nations,

Chairman HAMILTON. What countries are at the bottom?

Ms TAFT Japan

Chairman HAMILTON. Any others?

Ms TAFT I will get you a list, yes, sir.

[The information follows ]



Douoes to

g
-3

Ifnmmw;mfsgfwe

Consotidated

Mm

+

42

Doaors 10 UN Consolidaisd
Valus U.S. §
415,143,912
236,143,132
99,043,627
99,432,340
80,313,394
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1 2360340
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16,100
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25430
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2047
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22,00
32,600
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11,020
17,000
26,040
4,900
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9,500

15,85
1,690

5.9%

12,680

U.A$ bilions

§,445

4,411

14
219

1,100

1,
51
167
3
153
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Ms. TAFT One of the things that is quite interesting on disaster
response——

Mr SEWELL That can’t be true for a country that 1s 1n arrears
1n 1ts dues to the U N Certainly not true of Cambodia where Japan
has put 1n most of the money

Ms TArrT This gets into another very interesting discussion as
to what is funded out of UN assessed contnbutions and what 1s
out of voluntary contrbutions All the humanitarian funds were
special contributions The Umted States 18 very generous on the
hst of who gives the most

This Department of Humamtanan Affairrs at a meeting last
month decided that they would do a hsting of which countres give
the most money 1n response to special appzals The UNDP develops
a hist of who gives the most development aid per GNP, and I think
the Umted States 1s going to come cut very well on the DHA lst-

n

gome of the most generous countnes are those that are sur-
rounding the disaster area and are really helping quate a lot Cro-
atia, for instance, 1s bearing a heavy burden because of Bosma
Bulgana and Hungary are too One never thinks about them as
donor countries, but, 1n fact, they are donor countries They never
get any credit for the help that they are doing, as a nation absorh-
ing refugees from neighboring countnes This 1s an 1ssue requiring
greater gonor coordination I think 1t would be very appropriate for
the United States to be much more aggressive 1n trying to push for
a broader cooperation

Mr GILMAN How best do we accomplish that, preparing a dehn-
quent lst?

Ms TAFT Let's get this list and we will be glad to come and sit
down with you to discuss 1t I would assume that part of the lack
of giving 1s due to a lack of awareness One of the things that hap-
pens 15 that the countries that are most generous are the ones that
receive the appeals for every disaster The International Organiza-
tions office 1n the State Department and OFDA receive appeals for
a major disaster. There are very few sources of funds 1n any one
of the governments and the ﬁovemment carves out what 1t 18 going
to do. The United States will send food or money but 1t doesn’t go
beyond that, 1n terms of encouraging other donors, 1t 1s not really
an 1ssue that 1s discussed much at donor meetings.

Mr GILMAN Ms Taft, you mentioned a number of internal agen-
cies in the UN that take part i1n all the emergencies Who coordi-
nates that effort?

Ms TAFT The head of the Department of Humanitarnan Affairs,
Jan Ehasson, 1n the U N. 1s the coordinator.

Mr GILMAN Do they do a good job of coordinating?

Ms TArT They have only been 1n existence for a year and they
have had quite a struggle

Mr GILMAN I am asking do they do a good job even though they
have been there for just a year Yes? No?

Ms TAFT They did a very food job 1n the Southern African
drought which has not gotten a lot of publicity but which was real-
ly an extraordinary success The U S role there was very sug‘)ort-
1ve, too It was wonderful They have been less than acceptable in
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Somaha and in Bosmia Where we have the biggest groblems with
the UN leadership is 1n areas where there are peacekeepers

From my own orgamization, InterAction, we meet regularlly with
Mr Ehasson We participate 1n a steenng group with all oper-
ational UN agencies, and we are now sitting down trying to work
on a particular plan of action which will be reviewed this fall

It 18 very difficult because the process includes some really major
agencies R;at need to be coordinated The coordinator, who 1s the
head of DHA, doesn’t have any money and doesn’t have adequate
staff 1t depends on donor countnes to support that process and on
NGO’s that are participating But I think that the jury 1s still out
regarding DHA'’s effectiveness

r SEWELL Congressman, can I go back to my point? I think

one ternbly—

Mr GILMAN Would you put the mike closer

Mr SEWELL One termbly important objective of US. pohcy
should be to build regional ca?aclty to deal with these 1ssues. Oth-
erwise, we are going to get called upon to deal with 1t, and we are
a generous country that responds very well So a Latin Amenca ca-
patilxt}y response to Hait1 would be useful I know the Orgamzation
of Atrican Unity 13 developing 1ts own conflict resolution umt to
deal with conflicts between states wathin Africa, and we ought to
encourage those efforts as much as we can because it will take
some of the burden off of us

EVALUATION OF THE IMPACT OF U S ASSISTANCE

Chairman HAMILTON Let's go to this evaluation category Now
you have hit upon that, obviously, a lot I think all of us have a
%:aat interest 1n this question of how you evaluate the programs.

d you have touched on 1t, I guess, rather frequently during your
testimony today thus far, but do you have additional thoughts on
how we improve the capabihity of evaluating these programs?
Should we—let’s say you are sitting here 1n the Congress Should
we Just say to these agencies, OK, what are your targets on food
production” What are your targets on health care, mortality rate,
or some other measurement? at are your targets with regard to
i1lhiteracy? And then back off for a year or two and see how they
do? I mean, 1s that the way we ought to approach it with them?

Mr SEWELL 1 would argue strongly that 1s the nght approach
overall But you need, then, to build 1n a system that enables you
to deal with the reporting on those requirements over the nght
timeframe 1 think one has to be somewhat modest in this regard
because 1f one, for instance, set out to cut infant mortahty in India,
1t 18 far beyond the capacity of the United States to think about
doing that bilaterally, but any restructured, reformed AID should
be able to tell you how 1t plans to use its resources in terms of
reaching any of those social poals 1n any given country Some of
them are quite easy to 1dent1§;) We have gone past immunization
ratels(sl. As Julia has said, most kids are immumzed around the
wor

Chairman HAMILTON Obwiously the targets I put out there are
very broad and sweeping but 1t 1s 1mportant, 1s it not, that they
operate 1n each country with an idea of what they can hit?

Mr. SEWELL. Exactly.
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Chairman HAMILTON Each year

Mr. SEWELL. Exactly. I would say over several years.

Chairman HAMILTON Sure But you have got to have interim
targets along the way, don’t you?

Mr SEWELL They should be asked to do that.

Ms TAFT I would just add one thing about this. It shouldn’t be
our targets, 1t shoukf be their targets And until we get the 1dea
that development has to come from within the country that is being
assisted and by the people who are really going to be the ones par-
ticipating 1n that, then we have got 1t all wrong

If we decide we are going to get people immunized, that 1s wrong.
If they decide they are going to do 1it, then we can help them They
have to show what contmbution they are making

The one way we might want to look at this 1s, let's take the
World Summit on Children which was held 2 years ago Eve
country came forward with what 1ts goal was going to be for chil-
dren and part of that was on immunization goals Statements were
presented by all countries, even some rather repressive govern-
ments came out and said some great things about children This
then can be a lever to ask the country how we can help the country
immunize these kids and establish a participatory program And I
think we ought to be looking for targets of opportumity hke that
where the countries are willing to put their leadership, their com-
mitment, and their resources on the hne Otherwise anything that
we do will be our program and not their program

Mr CoONAHAN Mr Chairman, I would hike to just follow through
on that I think that indeed 1t has to be their program and our pro-
gram [ think we have to mutually agree with the recipient that
this 1s indeed our goals or these are indeed our goals But I think
at that point we have to sit back and say, what are the measurable
factors that will tell us when we have achieved that goal, and for
the most part we should be able to develop those measurements up
front If we don’t have those measurements up front, it seems to
me that we don’t have a very good idea as to what we want to ac-
comphish,

Having established those measurements up front, then we pen-
odically, to use your word, target, when we will look at how well
we are doing along this line And I think that that 1s a prescription
for good evaluation and 1t gives the implementers the wherewithal
and the basis for making whatever adjustments are necessary as
we go down the line

r GILMAN Who should the evaluators be?

Mr. CONAHAN The project managers themselves, however that 1s
set up.

Mr SEWELL But this has broader ramifications Let's take a tar-
set hke female hteracy, which 1s very important across a range of

evelopment 1ssues In some countries it 1s high and in others ex-
traordinanly low, but 1t 1s quite measurable by standard terms

But there are going to be countries that are very interested in
educating their female populations, while many countries aren’t
and, therefore, part of the original choice 1s what countries do you
work 1n 1f you beleve, as I firmly do, that female hteracy 1s terribly
important to population growth, food production, participation, and
a whole range of 1ssues as well as intrinsically 1n and of itself. So
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then you choose to work in countries where these goals are 1n some
sense or another doable and you know that the government and the
society are committed to them

You wouldn’t, for instance, want to be evaluated on population
goals 1n a country that had no interest in family planning services,

or instance

Mr GILMAN Are you saying it 1s the project, the regional direc-
tor that should be evaluating? Shouldn’t 1t be some independent
mechanism that does the evaluation? I would think 1f I were a re-
flonal director I would want to put my best foot forward and say

have done a great job

Mr CoNAHAN I think you need both I think that the manager
of the project has to continually momitor how well he or she is
doing 1n managing that progress and from time to time you have
an outside independent evaluation as well

M;' GILMAN Who should do that outside independent evalua-
tion?

Mr CoNAHAN That 18 a very good question That 1s an excellent
question. Since we are talking about the foreign assistance pro-
gram, we have to decide whether we want the Inspector General
of the AID agency to do program evaluation or whether we want
him to concentrate primarily on financial and administrative mat-
ters If we had an evaluation umt up and running and functioning
well 1n AID, I would say that most of this evaluation could be done
by the evaluation umt

In the absence of that, there wall continue to be pressures for the
AID Inspector General to do program evaluation and there will be
increased pressure from my own orgamzation to do 1t

I think quite apart from answerning the question as between the
AID IG and the program evaluation, for sometime to come there
will be pressure for my organization to do 1t on behalf of the Con-
gress.

Ms. TAFT I think there 18 a mix of options you can have, and
it 1s not just within AID There are a lot of outside techmcal ex-

erts who should be brought in from time to time as resources.
oundation personnel, staff from Congress and NGO's, are all part
of a mix that can be brought to bear so that AID doesn’t have the
mess you mentioned of having the regional director trying to save

hl?ﬂiOb'
r. GILMAN Has AID been doing a good job on evaluation?

Ms TAFT I hope so I don’t know The CDIE has just come for-
ward with this new concept of looking at what PVO’s do well, what
contractors do well, and what umiversities do well We are very in-
terested 1n this process because 1t will tell us a lot about the qual-
ity of their evaluations

We will be working with them on this, and I will be able to an-
swer that 1n about 6 months much better than I can now.

Mr CoNAHAN Mr Gilman, I am perhaps a littie closer to that
than others here My answer 1s that program evaluation in AID
has historically been weak They have not done a good job on it.
They have not seen 1t as a high priority We have tried to continue
Erﬁss?lre for them to improve the evaluation They simply were not

ehind it.

Chairman HAMILTON They are not getting any better?
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Mr CoNAHAN It goes up and down and at the moment No, I
will not give them very high marks at the moment

What 1s interesting, Ms Taft talks here about seeing some of 1t
as being fairly good One of the reasons for that 1s because 1n the
disaster rehet area, AID 1itself, working through your organizations,
has done a pretty good job, and the evaluation there 1s, number
one, reflective of that, and, number two, people feel good about a
good report card, and you see that The last time we did disaster
relief efforts, we gave a pretty good report card on 1t

When you get to some of the other areas where it 1s more dif-
ficult to do, you find that the evaluation 1s not as one would want
1t to be and as you would expect 1t to be

Chairman HAMILTON OK I think we have had a good discussion
this afternoon I will give you an opportumity to say anything Kou
want for the good of the order here, 1f you would hke We have had
you here for 3 hours and that is a long session

Ms TarT It 1s helpful to hear the kinds of questions and con-
cerns that come from this committee I hope that this process 1s not
gong to end now We will be thinking of some other ways to help

Chairman HAMILTON I don’t think 1t wall We will pursue some
of the thoughts you have given us, and we thank you for your con-
tnbutions and the committee stands adjourned

Ms TarT Thank you

Mr. SEWELL Thank you.

[Whereupon, at 4 55 p m, the committee was adjourned.]
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OPENING STATEMENT OF TOBY ROTH A REPRESENTATIVE IN CONGRESS FROM THE
STATE OF WISCONSIN

First, let me commend the chairman for holding this hearing In the last 40 years,
we have spent half a trnllion dollars in foreign aid Much of that was dictated by
the cold war

¢ Blocking the spread of communism,

¢ Propping up weak alles against their enemies, and

¢ Buying support among the nonaligned nations

But the cold war 1s over, and all those justifications no longer apply We also
know that AID 18 a foorl run agency We had the Ferris Commssion report last
year We have had piles of GAO audits We have stacks of inspector general reports
And we even have the Clinton admimstration saying they want reform. But af 1n
and day out, year in and year out, the taxpayers money keeps flowing out AlD’s
doors And 1f you set aside the cold war rationale, 1t 138 very hard to find where our
assistance makes much difference, other than lmu}§ the pockets of cormgt foreign
officials and greedy contractors, and keeping the All) bureaucrats employe

The American people may not know all the 1ns and outs of these programs, but
they do have a clear sense that foreign aid does little or nothmglfor our country
And with our Government borrowing $1 out of every $3 1t spends, the Amencan peo-
ple want foreign aid cut back The Amencan people deverse a top to bottom review
of foreign aid, program by program, country by country

This committee should ask (1) How do these programs fit with our interests, and,
(2) What, speaifically are the results The kee jerk response 18 “this 18 just 1s0lation-
18m” Instead, it 18 a call for common sense, clear thinking, and a respect for what
the Amenican people want So I trust that with this hearing, we are embarking on
a col:nple}t‘ehrevxew of foreign aid And 1if 1t 18, I congratulate the chairman and will
work with him
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Mr Chairman and Members of the Committee*

'
i/

I am pleased to be here to participate in this aiscusslon of how
the U S. foreign assistance prugram snould be reformed to meet the
challenges of the post-Cold War era It i3 very encouraging that
this debate is occurrving at this time, for tlre challenges facing
the new Administrator of the Agency for International Development
(AID) as he attempts to "reinvent and reinvigorate” the agency are

indeed formidable

RESULTS IN BRIEF

In commenting on our general management study, Adminigtrator Atwood
stated his resolve to completely examine and reform AID's
management practices, organization, and structure with a focus on
improving accountability and results He has proposed that the
agency be designated a "reinvention lab" as part of the National
Performance Review led by the Vice President. We commend him for
this and encourage his efforts He has indicated to us that he is
keenly aware that other administrators have also come to the job
with good intentions of reform and management improvement programs,
but have left office having achieved only limited success.
Changing AID's organizational cuiture--a culture that has resisted
change--will mean the underlying assumptions, beliegs, values, and

attitudes shared among AID's staff will all need to be questioned

and reevaluated

My discussion today will be based largely on our general management

study of AID that looked at AID's management capability and overall
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effectiveness ' The bottom-line conclusion of our work was that
AID had entered the 1990s unprepared to meet the management
challenges facing it, a conclusior that numerous other studies and
iniormed observers of AID had also reached. 1In our report, we
described numerous long-standing management problems that prevented
AID from effectively implementing the foreign aid program. We
documented evidence that AID's organization had becoma Sc¢ Jdiffused
that it often appears to operate as a loose affiliation of
independent mini-agencies, each with its own agenda, procedures,
and management systems. We further reported that AID

-- lacked a clearly articulated strategic direction shared by key

external and internal groups,

-- had historically been without the central leadership needed to

establish agencywide goals and priorities;

-~ was losing its traditional role as the leading development

assistance agency,

-- did not have agencywide management controls and evaluation
systems to hold officials accountablogtor melomontind programs
in accordance with AID policy or for achieving specific results,

and s

'Forelgn Assistance AID Strategic Directionuind continued
Management Improvements Needed (GAO/NSIAD-93-106, June 11, 1993).
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-=- had not done enough to ensure that its employees have the skills
necessary to meet new management and administrative

responsibilities and are appropriately allocated wf%hin the

egency.

REASSESSING THE OBJECTIVES OF
FOREIGN ECONOMIC ASSISTANCE

one of the most important challenges facing the U.S. government is
the advancement of a coherent foreign aid policy that redefines our
national interests, balances objectives wifh available resources
and capabilities, and establishes clear organizational
accountability Over the 30 years since its enactment, the Foreign
Assistance Act of 1961 has been frequently amended, often to add
new objectives or to refocus old ones; however, neither the foreign
assistance goals and objectives nor the approaches used for
pro.iding this assistance have been fully reexamined. As you well
know, :he Hamilton-Gilman Task Force, established by this
Committee, reported in 1989 that AID was an overburdened agency
hamstrung by too many objectives, coupled with declining resources
With the breakup of the Warsaw Pact and the Soviet Union and
increasing demands for assistance, the problem of too few resources
being allocated toward too many objectives and among too many

countries~--108 at last count--is even more critical in 1993.

To successfully meet this challenge, the Congress and the
administration must become engaged at the very top levels to reach

agreement on the policy goals of U S assistance While policy
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differences are inherent in the federal system of checks and
balances, the deep mistrust that developed between the two branches
ot government with regards to foreign aid programs has been
counterproductive It led the Conqresa to play a significant role
in programming decisions and take an active role in AID's
activities to ensure that its intentions were met. Executive
branch officials, however, countered that this extensive
congressional involvement added to the diffusion of foreign aid

activities and hampered AID's ability to effectively manage them

The end of the Cold War provides the new administration and the
Congress with a unique opportunity to "reinvent foreign
assistance.” One model for this task may be the Development Fund
for Africa, which offers an example of the budget and programming
flexibility that can result from a convergence of congressional and
executive branch views on assistance objectives ! While not the
total solution to the multiplicity of management problems within
the agency, the replacement of rigid sector-by-sector budget
allocations for three broad spending targets improved project
planning and implementation According to field officials, the
fund has given them increased latitude to analyze a country's
problems and devise an appropriate development strategy that

considers the host government's policies, other donor activities,

‘Foreign Assistance* Proqress in Implementing the Development

Fund for Africa (GAO/NSIAD-91-127, Apr. 16, 1991).
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and AID's track record in specific types of activities and:

¢

projects.

The New Administracion's Policy Direction

As I indicated eariier, the prolite;ation of foreign aid objectives
that the agency is supposed tc accorplizh has serioussly diluted its
ability to satisfactorily accomnplish any of taem. We hupe that the
statomerts of the Daputy Secretary of 3tat. and the AID
Administrator articulating only a limited numrber of 6bject1vea
prove to be a reversal, and not a continuation, of this trend. 1If
there is indeed to be a reversal, it will not happen without

vigilance by AID management and cooperation from the Congress.

We would note that the Deputy Secretary's definition of AID's
policy rationale--promoting sustainable economic development,
supporting democratic values and institutions, assisting developing
nations in transitioning to a market economy, building human
capital in developing countries, and expanding U.S. participation
in the international economy--does not by itself focus or
prioritize AID's objectives. In addition, the new Administrator
has stated that AID is preparing strategic approaches and clear
goals in four areas that may or may not correspond to the Deputy
Secretary's--the environment, population and health, economic
growth, and democracy. The Administrator also is championing a new

role for AID He has defined political and ethnic conflict as a
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development problem to be addressed by a rapid response system for

conflict resolution under AID's diraction.

The 2ppropriace misn of fands to ba allocateu to bildveral versus
multilsteral prograts and the axecutise branch's managament of
multilateral programs should be part of the current policy debate.
Although the United States exercises greater influance over its
bilateral programs, the economic programs of multilateral donors
may be more appropriate. It would appear that any effort to
improve the performance of the U.S. assistance program--such as
developing a rapid response system--neads to weigh the advantages
and disadvantages of each type of assistance and location for the,

management of multilateral assistance

Providing Leadership Within the Federal Government

various studies and task forces, beginning with the Hamilton-Gilman
Task Force, have discussed options for the organizational location
of foreign assistance activities In April 1992, the President's
Commission on the Manageme:.t of AID Programs concluded that AID's
organizational location within the executive branch--as a
semiautonomous agency under the general policy direction of the
State Department--did not equip it to respond with the
effectiveness and flexibility required by the rapidly changing
world of the 19908 The Commission argued that AID had difficulty
attracting effective leaders because it lacked prestige and that

the agency was less able to resist the imposition of new priorities
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and programs because it spoke with less than Cabinet-level
influence. Concluding that the rationale for foreign assistance
was to support U.S foreign policy objectives, the Commission

revommended that AID be fully merged into the State lepartment.

The State Department's Interagency Task Force to Reform AID has
since concluded that AID, as an agency, remains viable ar<d that its
problems stem less from its organizational location thaen from an
unfocused mandate, overreqgulation, and poor management. We
generally agree with this conclusion, recent studies, however,
indicate that AID does not currently have the institutional
capacity to provide an executive-level leadership role for foreign
assistance Our general management study noted that AID's
traditional role as the lead agency for administering economic
assistance has been eroded and that other agencies have begun to
take the lead in implementing new programs For exaaple, the State
Department took the lead in managing assistance to Central and
Eastern Europe, and more than 15 U.S government agencies and other
entities were involved. AID's role, however, was unclear State
Department officials observed that some U S agenciss were using
their assistance programs as an opportunity to establish an
overseas presence. A similar number of U.S. agencies are involved
in providing assistance to the republics v’ the former Soviet

Union, AID's role has not been clearly defined, particularly in the

‘Report to the President--An Action Plan, the President's
Commission on the Management of AID Programs (Apr 16, 1992).
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area of macroeconomic reforms In Latin America, the Department of
the Treasury took the lead in implementing the Enterprise for the

Americas Initiative, and AID found itself taking a secondary and

poorly defined role

The dispersion of development operations among various agencies and
other outside parties ﬁay simply be the wave of the future. For
example, the fusion of domestic and international concerns into
transnational issues may make the scope and complexity of
assistance beyond the capability of any one agency to administer.
We found general acceptance of this view among other bilateral
donors. Some other donors' primary aid agencies are moving to a
brokerage management model in which the development agencies
purchase design and implementation services from the "open market,'
including for-profit tirms, nongovernmental organizations,
universities, and other government agencies. The Japanese have
turned over almost all of their development program in Africa to
international organizations and another government's agency--the
British Crown Agents--for implementation presumably because this
continent is not of strategic interest to them. In other cases,
donors have responded to new demands by creating institutions with

Clearly distinct mandates and organizational cultures.

Regardless of which organizational approach is finally selected, we
believe that it is important to translate congressional and

administration directives into a coherent and integrated assistance
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policy for the entire executive branch. For decades, interagency
coordination of foreign assistance at the senior level has been

lacking or weak. President Carter's 1979 list of development

problems aré still pertinent today

~-- the United States lacks a comprehensive and coherent strategy

for development assistance;

-- no agency or official in the executive branch is ensnilng that
the various U.S programs affecting development are consistent

with each other or with ﬁnlttlateral organizations; and

-- development concerns are accorded insufficient weight in

“

executive branch decision-making.

AID MANAGEMENT

External and internal reports have repeatedly noted perslsgen:
problems in AID's management of its decentralized organizational
structure and human resources. AlD often has also not provided
policy leadership within the agency or among key external groups.
In striving to change this situation, we would urge the
Administrator to apply lessons that can be learned from his
predecessor's less-than-successful effort to provide an agencywide
policy direction. We found that overseas missions were highly

critical of the prior Administrator's directives, and they simply
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repackaged their portfolio around them to protect funding levels.

For example:

== The Barbados office plazed its drug Jw::enass work .under the

democvracy initiative, asserting %hat drugs undermine democratic

institutions.

-- The Ecuador mission previously called the purchase of textbooks
an education and training sector project but now calls it a
response to the democracy initiative, saying that informed

people are more likely to support democracy.

In a 1992 report, we recommended that the AID Administrator
establish a strategic management process. Such a process would
help the agency articulate a clear strategic direction shared by
key internal and external groups. Establishing a strategic
management process would include, among other things, ensuring that
the systems for making management decisions on programs, budgets,
operations, and personnel levels are integrated and include
accountability and monitoring.‘ The Administrator has indicated
that he intends to build upon the previous Administrator's efforts
at strategic planning to develop a consensus on the goals of AID's
foreign assistance program. As we noted in our report, without a

clear vision of what AID should be doing and why, AID's efforts to

‘AID Management Strateqic Management Can Help AID Face Current
and Future Challenges (GAO/NSIAD-92-100, Mar. %, 1992).
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reorganize, focus its program, plan for future work force needs,

and measure program performance may not be complementary.

~ady Cuvporate Concrol Over Agency s Operations

AID'3 overseas structure has remalned essentiaily unchanged for

more than 30 years. AID maintains thetr its field presence is
necessary due to ‘l) the need fo- pcliicy dialcgue :5 encourago
recipient economic policy reform, (2) the political advantages of
having an in-country presence, and (3) planning and design needs
for assistance projects. While a continued field presence may
provide many advantages, AID's decentralized operations increase
programming complexity and increased administrative and program
costs Moreover, AID management has maintained weak corporate
control over its field offices and lacks the necessary management
systems to ensure that its decentralized operations are accountable

to policy positions taken at the corporate level.

A key factor limiting effective corporate control is the lack of
standardi{zed management systems. The Administrator has noted that
systems do not exist to facilitate comprehensive management from
the top. 1In other words, AID does not currently have the tools it
needs to hold bureau and mission personnel accountable for properly

implementing programs and achieving results.

In a 1993 report, we discussed the lack of agencywide evaluation,

1

financial, and management information systems to ensure the
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Administrator could adequately oversee decentralized field offices
and hold them accountable for implementing agencywide policy ' We
found, for example, that AID's current evaluation systems do not
et (1) define agencywide goals, (2) determine measurable factors
needed to meet these goals, and (3) set targets against which
progress toward agency goals can be monitored and assessed. The
avaluation systems do not emphasize results as much as project

design and the timely obligation of funds.

According to AID, the PRISM system--a new program performance
monitoring, reporting, and management information system--will help
meet its need for standardized management systems. However, full
implementation of this system is still at least a year away.
Furthermore, the system may be designed to meet too many reporting
needs. Reflecting AID's customary decentralization, missions will
develop their own country-level goals and have the flexibility to
revise them over time While this may be a valid mission
management system, PRISM will not enable comparisons to be made

between missions and over time.

AID has also been informed by a prominent budget expert that it
must change its culture before it can effectively design and
5

implement a performance-based budgeting system--a key

’Foreign Assistance AID Strateqic Direction and Continued
Management Improvements Needed (GAO/NSIAD-93-106, June 11, 1993\
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characteristic of “"reinvented” agencies.’ He concluded that AID's
culture gives central officials an inordinate involvement in the
details of operations, while curbing their capacity to probide
polic, leadership This relationship does not foster
accc.ntability for results at the tcp or sensitivity to centrally

established objectives at the bottom

AID has also experinnced serious accounting system and financial
reporting problems that preclude it from (1) matching disbursements
with outstanding obligations or producing auditable financial
statements, (2) ensuring that it has received property it has paid
for and reliably reporting on its distribution, and (3) promptly
and accurately providing information on the costs of program
operations.’ These problems occurred because AID's managers had
not enforced established accounting and financial reporting
procedures, however, we are encouraged by the recent actions AID
has taken to correct these problems

In late 1992, we reported that AID had taken steps to improve its ’
strategic information resource management proqram.' AID is just

beginning to shift its focus from obtaining information technology,

‘A _Performance-Based Budgeting oystem for the Agency for
International Development, Dr Allen Schick (AID, June 1933).

’Financial Management Inadequate Accounting and System Project
Controls at AID (GAO/AFMD-93-19, May 24, 1993).

'gntormation Resources Management AID Falls Short in Key
Elements of a Quality IRM Program (GAO/IMTEC-92-64, Sept 29,

1992)
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with little control or standardization of data or systems
agencywide, to managing information as a corporate resource until
this shift is complete, there remains no assurance that information
technology acquisitions are based on identified information
requirements, or that problems with inefficient and unintegrated

systems will not persist.

Our work over the past several years provides apecific instances
where AID's failure to (1) develop agencywide information and
management systems, (2) provide missions with meaningful guldance
and (3) ensure compliance with directives and management procedures

has led to operational inefficiencies. For example:

-- In on-going work, we note that no unit is responsible for
ensuring that policies for including women in development
activities are carried out. Furthermore, accountability for
program design and results are hampered by AID's failure to
routinely collect gender-disaggregated data and develop useful

program indicators.

-- In a 1993 report, we noted that U.S.-generated local currency
funds in Xenya were vulnerable to mismanagement or diversion

because AID had not ensured that its mission was consistently



65

monitoring and documenting the programming, withdrawal,

expenditure, and end use of these funds.’

-- In October 1992, we reported that although AID's Office of U.S.
Foreign Disaster Assistance has been generally zesponsive to
aisasters, operational difterences between the otfice and AID's
regional bureaus, an outdated policy on zesponding to long-term
disasters, and the lack of linkage between disaster relief and
development activities impeded integration of thuse
activities. > The lack of clear policy on long-term disaster
assistance and changing AID roles in Africa have caused friction
and disagreement between the Office of U.S. Disaster Assistance
and the Africa Bureau and reduced the likelihood that disaster

responses would be fully integrated with development programs

Human Resource Management

According to AID officials, the steady reductions of its U.S.
direct-hire work force, coupled with the rapid expansion of
accountability requirements, have hampered AID's administration of
the foreign assistance program Another widely held organizational
belief is that agency inefficiency and ineffectiveness results from
"irrelevant and burdensome regulations " While the reasonableness

of many accountability requirements can be questioned, our work

'AID to Kenya Accountability for Economic and Military Assistance

Can Be Improved (GAO/NSIAD-93-57, Jan 25, 1993).

”Foreign Disaster Assistance AID Has Been Responsive, but
Improvements Can Be Made (GAO/NSIAD-93-21, Oct. 26, 1992).
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demonstrates that operational weaknesses may arise less from the

regulatory environment than from AID's ineffactive human resource

¥

management.

Over the last ] decades, AID's programs have evolved substantially,
from an early emphasis on finanuing capatal projects in the 1960s,
tv basaic human needs in the 19708, to greater emphasis on private
sector development in the 198Us. At tne same time, AID's direct-
hire staff declined from over 10,000 in the 19603, to about 3,000
today These changes, taken together, mean that AID can no longer
be the hands-on implementor it once was, and instead it must
supervise the work of others to carry out its programs However,
AID has not restructured its work force to reflect this change, and
as a result, its staff often lack the skills needed to perform
their jobs While AID officials assert that they do not have a
sufficient number of U.S. foreign service staff and cite the
shortage as a major source of accountability problems, AID has
historically lacked work force planning and management systems that
would help match skills of employees with mission staffing needs
and ensure that the agency is making the best use of the staff it
has. Further, although direct-hire staff reductions may have
increased accountability problems, AID has not assessed where it is
under- or over-staffed or made the best use of the staff it has

through effective recruitment and training.
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Recent studies indicate the importance of determining the extent
regulations or poor human resource management causes management
weaknesses In 1990, for example, we tested AID's claim that the
teaeral acquisition requirement fo- full and open competition was a
major factor in delaying overseas project melemontation.“ In
examining a sample of the longest outstanding contracting actions,
however, w~e found that the delays occurred because o[ wmalagemenc
and administrative tactors; such as insufficient procurement-
related training and poor procurement planninq.“ AID procurement
studies also identified staff inexperience, lack of training, and
unavailability of needed specialists, not procurement regulations,

as the major cause of project implementation delays.

CONCLUSION

The Department of State and AID should be commended for their
ongoing examination of foreign aid objectives and organization and
for their extensive collaboration with Congress, other federal
departments and agencies, and external stakeholders. The AID
Administrator, in testimony before the Congress, has articulated

many of the same issues that we feel must be resolved before AID

can effectively manage the foreign aid program.

‘Foreign Assistance AID Can Improve Its Management of Overseas

Contracting (GAO/NSIAD-91-31, Oct 5, 1990).
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-- First, the expansion of program goals and priorities has spread
AID's resources too thinly and diffused its impact in developing
countries. We agree with the Administrator that AID must make a
tough commitment to do only what it can do effectively--and that
Toans cutting back on the number of development activities

administered by AID and the number of nations in which it

operates.

-- Secondly, AID, in the past, has shown little leadership in
attempting to resolve these problems among its internal and
external stakeholders AID must proactively manage the foreign
assistance policy debate if {t is to retain the role of the

primary development agency for the United States.

As noted by the Administrator, AID must also accept responsibility
for program inefficiencies that result from pervasive and
persistent internal management problems Corporate oversight at
the Administrator's level must be established to ensure the success
of the "reinvention and reinvigoration" axperiment. We believe
this will require the Administrator to instill agency discipline
through a strategic management process that encompasses all
activities of the agency. As part of this process, AID should
develop central controls, such as performance measurement,
evaluation, accounting, financial management, and information

resources management systems.
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The Administrator should further assess whether efforts undertaken
by the prior Administrator can be built upon to resolve AID's long-
standing management problems. These efforts included a management
improvement plan that focused on achieving results by emphasizing
comprehensive improvements in project, grant, program management,
and implementation--as well as related improvements in management
control systems, contracting, and audits We caution, however,
that any management improvements need to be accompaniad by
achievement of greater consensus on the future of the foreign aid

program The full effectiveness of foreign assistance is dependent

upon both,



TR

STATEMENT OF JULIA V. TAFT. PRESIDENT & CEO
INTERACTION
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COMMITTEE ON FOREIGN AFFAIRS
HOUSE OF REFRESENTATIVES
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Mz Charrman, Members of the Commutiee thank you fur this oppormnity  As Preudem & CEO of
lotecacnion I represent an associatzon ot 152 U S -based private humanituian orgautzauuny wurking in 180
covammes  The central focus of our members' work 13 to alleviate tuman suffering and to promote local
parucspanos 1n desigmng and mamaging programs 10 promote sustunable development at the grassroon
level 1n local commumues

Our agencies handls over $600 million of government funting (about half of whinh . 1 the form of
commodnes ) However, most of our resources come from the / nencan people Private dosanions of more
than ] § billion dollars angually 15 testumaony to the fact that our bumannarian work 18 emhusasncally
sappotted by U S cruzens IoterAcuon represems the daversiry of ths Amenican people and therr
commtment 10 workang hand-in-band with people throughout the world

InterAcion members are wnvolved 1 disaster relief refugee protectnon, asustance and fesextlement,
long-term sustmable development, development educanion. public polxcy, and advocacy Some
orpanzanons copcentrate on agncultural outreach programs others on rural developmeat, bealth care

reform or envronmental advocacy  There are orgaawzanons with vast expersence 10 dehvermg rehief
suppliss and promotng development through the usc of US PL 480 food resources

We are Privais Voluntary Organizanons (PVOs) We work with local non-governmental
orpanrranons (NGOs) 1n developing counmes (0 provide a sustunable means for long-term development

I would like to make soms spectfic pousts about the state of forcign ad reform and the Agency for
Igternational Development

1) For a lopg senes of reasons well understood by this commmee, trust beewrea the leqslanve branch
and AID broke down long ago  Trus between the FVO commumry and AID also broke down toa
remarkable degree Tho new Admunustrator of AID, Brian Atwood, and ks new team, have aken a
senes of steps that have begun 1o restore the trust that is essentisl (o a successful woriang
relanonshrp becwoen PVOs and AID  They are working (o butld a true parmersinp with us  The
unporance of this cannck be oversiatied  We believe 1t essezual that a pew partnershup exist between
the Congress and AID Trug 1s requured to successrully unplement the recommeadations of the
Hamilton Gilman Repor and Deputy Sceroary Whanton to reduce carmaris and umplify

souficanon requirements

2) The conceptoal basis for a new parmershup 1s now oearlv 1 place  Deputy Secretarv Whartoa
defimtion of sustanable developmerm corrected for nts one glanng deficiency, which I'll mennoa
next 13 a sound baus for the future work of AID W agree that a cemtral part of AID 3 pew
mandate should be participatory programs leading to susuunable developmem and that susamable
development requires a 0§ lerm parucipalory process (0 promote ecoponuc growth and elurunate
bunger poverty, illness and igoorance, while protesting the natural resource base

3 The glanng deficiency 1o the vision of the Deput S =esarv 15 1rs lack of focus oo the cemral roie ot
womes We strongly behieve that AID acuvives n o5t be centered around the economic and o<
empowerment of women PO s workiog with z-2s5ro0ls crgamuzations that mvolve women 4 ihe
dewigo agd wuplewcutauvy vl PTURTAMS @Ust be 3 \ev pan of this effert



4 AID Admiistrar Atwood speks frequontly ebout the sed to reduce the aumber of coontries ia

AID presssce with that of FVOt. We are ready 0 explore this option with the Administeation,
Howover, we caasct repxvwnt s US Govormmeont i such sikoations. If AID pians 10 eliminezs its
presence ia someo countries, there may bs opportunities for FVOs 80 assame broader mansgement
roles m detgming and implemontng development prograns withi; thoos comatris.

5) Management stresmhoung s critical t0 the success of thaes activities. Despue the boet intentions of
Cungrwes, m PVOs, and thoso inside AID, bursszcrac tangies have delayed or eves defested many
2 PVO progmm. For exampis, the sececz history of micioeatarorise credit promotion, which
designed to provide smsil Tos*; to poor poopls who bave no other accees 0 credkt, demonsirates how
AID's own palicies asd baresucratc problems have somerimes insarfared with the original intert of
its programs. E.-aggggignﬂﬁggs
.ﬂnﬁnnuqﬂ% 1, AID's own wuhiwkis prugrem msds 67,000 losos and mobitized

$1,307,127 in savings. u«% program implemented by &a InterAction maxeber, the
EEEEEE Figigag
loazs and mobutizad $1,228.361 in savings after oaly 19 months of operztions. Yet, despits PVO
siccess m EB‘%SEEEEEE ‘Twazy three
PVOs the: implemont microemerprise pregramming bave ol a pruposl to the Admintstrasion and
Congress for a centraily managed AID fusd for mcroentarprise. IntarActios woald like o work
with your Committes and tho Adaumstration to addross othar probleses ta the AIVPYO relationship
a3 they arise,

closing, 1 would Iike to offex & fow regiooal suggestiont,
A model for AID's now spproech for getting to the gresmroots is the Developee Pand for Africa
(DFA). If implemented according to the letter and sperit of the law, the DA could represest &
dyaxmic 2id progrem that involves the poor themseives in the deckgn end Irnplemestation
developmant progrms in seb-Scharua Afrks. Tiw DFA rapuna AID ( cumsclt asd pezticipets
with local NGO's, women's groupe, poasatt associztions, and oisr gressroots grovps ia the wmtial
stages of program dexign 50 a3 to develop progresis witich gre most responsive 0 the nesds of the
poor. Usformmately, ALD bas failed to meet the roquiremests of the DFA eanots. InterAction has
monztored AID's performance and we sand ready (o assist the Agency in mprovng is record.

- You have snggeatad, Charrman Hamilton, that the State Departmant sbould noe bs wvolved
to-day mplemeotahon decisons ¢of a0 assisance progranm.” incledmg programs in Easers Earops
and the smaes of the former Soviet Unioa.  Wo are extremely sopportive of tiss soygostion, and are
working with AID and Stire Department officials to try to ensare that sdequam sitention is peid
broad-based civil socicty | romotion.  This, we bstisve, will be ixxpurtant to the sacoees of our
efforts in Rusax and other nexghboreg stazes  Good relations st the top are waporri, but
insufficent.  Some of the wisdom regarding perticipation that is contained in Depraty Secrenary
Wharton's statexnests should be repidly apphed to ths dezign of our activitiss m the former Some
Umca, and, of conrso, m all AID-assisted countries.

Mr Chairman, we recognrze that development is a long-term process. We belisve that the pew AID
will eam the support from you that 18 roquired to acideve sustanable resalts, As part of this, we look

I
forward to working m partnership with you and the Administranon 30 that AID becomes an effective leacer
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QlnierAction.

Amencan Counni for Veluntary Internahronei "

InterAcnen. The Amencan Counal for Volunmry (nmernasonal Actan u the leading coauuon uf US, privem and
voiuntary organuzanons. .3 divesse group of member agenaes worx on a broad range of rerrasonas humanitadan

Profecton AsRsance and resertiement public pollev; and

bullding & consun.ency for development astistance through educdaon of the Amencan puolc  The consa
of [nrerAcnon members comprise several million A ezicans who togezher channel over $2 billion annually (n prvae
conmnbunons to develomng countres.

InserActcon mempers are a powestul voice in support of hu=usunnan assstance Thurd Worid development, and
refugre rusertigment and potectan. The coauton has deveioped sigiuficant influence with the medua and the US.
govemment. lnterActon has been parncularly effect:ve L ensunng supper for LS formgn amustance and has been

an cutspoxen advocare for global environmental issues
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