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NEW DIRECTIONS AND BEYOND:
A REVIEW OF ACCOMPLISHMENTS AND AN
AGENDA FOR THE FUTURE

INTRODUCTION

This paﬁer‘has three primary purpeses. mhe flrst is to
assess efforts by the U S. Agency for International Develop-
ment (AID) to implement the "New Dlrectlons" leglslat;on
enacted by Congress in 1973. 'Secondly; and‘fcllcwiﬁg from
this, recommendations will be madeeconcerning'what should be
emphasized in the nextkfew years, aesuming‘that the existing
legislation is not altered in any funaamental way Finally;‘
sonme suggestions will be offered concerning U. S* bilateral
foreign assistance Surategles in a sllghtly longer tlme horlzon.‘
For this last section, the a551gnnent is to assume that foreign

assistance monies will decline somewhat in real terms.

Ideally, such an assignment would invoive synthesizing
the findingsvfrom_evaluationé of on-going AID programs and
projects. ’%his leads to the first important point in this
paper: a review of existing AID evaluations is not a ?articu-
larly fruitful way to approach these issues because these
issues have not been the focal point of AID evaluations. This

statement is not meant as a condemnation of current AID evalu-~

ation activities; evaluation work is pProgressing at the Agency.



However, AID's evaluation work hLas been primarily sector
specific, i.e., rural roads, potable water, health delivery
systems, etc. Attention has yet to be given to the broader

policy issues.t/

Fortunately, other lnformatlon is accessible that is rele-

vant to the lssues at hand Development Alternatlves, Inc.

R
S

(DAI) has the responszblllty for the prov1s;on of technlcal
assistance and ‘some procurement for three progects that bear a
New Dlrectlons de51gn lmprlnt- tbe North Shaba Malze Productlon
Progect (Zalre), the Provanc;al Area Development Progect I (Indo—
nesra), and the Arusha Plannlng and Vlllage Development Pron-
ect.(Tanzanla). DAT has just completed thorough lnternal
assessments of each of these progects, and the: author was a
member of two evaluation teams (Indone31a and Tanzanla) In
addltlon, the author is a member of a team worklng under con-
tract from the Development Support Bureau of AID to provzde
st«rt-term technlcal assistance to on-going integrated rural
development projects. The contract also entails research'to
identify the most. serious lmplementatlon problems that these

projects are facing.

No claim can be made regarding the "representativeness™”
of this "data base.” However, the common pattern of implemen-
tation problems that these projects are facing does suggest that

some generalizations are warranted.

1/

For an elaboration of this point, see Flliott R. MAarsec



Perhaps the thorniest task entails distinguishing be-
tween problems that derive from the New Directions orienta-
tion and those that are associated with all overseas develcp-
ment efforts. For this reason, the assessment section Starts'
by @listing the most important new components of the New Direc-
tions legislation and assessing progress oﬁ each component.

Only in‘the latter part of the section are some of the more

general problem afeaé addressed.

ASSESSMENT

New Directions Components

The New Directions,}egislation entailed a;significant de-
parture from earlier féreign assistance efforts.lé The major
featﬁxes that set it apart from earlier legislation were the
emphases placed on the objective of directly benefiting the

.rural poor through the mechanisms of:

e The participation’of the beneficiary population;
® % basic human needs strategy;
® A small area/village focus; and

- e Enhanced attention to the role of women in the

development process.

1/ This is true despite the fact that similar verbiage can be
found in earlier legislation. Foreign aid legislation has
always served as a repository for everyone's ideas. What dis-
tinguishes the 1973 legislation is the significant change in

ammPacie +hRhad+es ATA 9m Fam+s+ NP YT



In the following paragraphs, each component will be briefly

described and efforts to date assessed.

‘The Rural Poor as the Beneficiary Populaticn

The Congiessxonal directive that the rural poor ehoald

become the focal polnt‘of U.Ss. development aSSLStance 1ed to
2 tremendous amount of wrltlng and dlscuselon of just who the
’rural poor are. ' Various qualltatlve and quantltatlve yard-
sticks were»developed,'but it is clear that nobody with the
respons;blllty for de51gn1ng and lmplementlng rural develop-
ment projects wanted to be olnned down to a spec1f1c def nition
of the rural poor. thy is this? In part, it can be explained
by a2 natural bureaucratic resistance to‘change; partly;halso,r
some AID officials saw %} as limiting their-opéions for develoo—
ment initiatiatives. rﬁore importantly, experience‘suggeste |
' that in at least three fundamental ways, having the rural poor
as,the target population makes development efforts more diffi-
cult. Firstly, AID ie,supposeé to work with host country
officials to develop projects. Host country officials rarely,
if ever, tkink of,development in the narrow framework of in-

creasing the well-being of the rural poor.. Indeed, many develop-
| ing country officials have expressed grave reservations as to

-

whether such a targeted approach will lead to a self-sustaining

development dynamic. A few who know something about the history

of United States development ask why such an approach to devel-

opment is approached,when the United States' very .successful



growth was of the "robber baron" variety. In sum, the first
major roadblock is the reluctance of Third World officials to

be convinced of this approach.

We know that, for-a host of reasons, effecting meaningful
development in Third World countries is difficult.i The prob-
lems are compounded by excludlng that segment of socxety -
the better—off and/o‘ the more progre351ve - from the develop—
ment initiatives that are promoted. While gtanting thaﬁ'thei
poorest segment of society is. poorest because of e certain
amount of exploitation, it is alsoc the case that seieotive'
processes ere‘at work: those on the bottom aee there, in paft,
: because of certain traits having to'do with an inabilitylor
unw;lllngness to play in the "Western development game." In
sum, the point here is that by focusing cn tne rural poor, one
excluding those groups most interested and able to take advant-

age of develcpment initiatives.

Finally, there is the problem of village power structures.
Even if the central government promotes a project intended to
benefit the:rurel poor, there is no guarantee that village
power structures will be sympathetic. It is becoming ircreas-
ingly clear that New Directions projects, with their orienta-
tion to "bottom-up" planning, cannot work at cross purposes
with village power structures. To the contrary, the village

power structure must, at a minimum, be willing to tolerate



project zctivities. If such tolerance is not forthcoming, one
can expect sabotage. After all, what is of greater impor-
tance to a village power structure than maintenance-of

control over thé distribution of assets and income within its
village? 1In reality, what seems to be possible is coming to
sémé sort of tacit or explicit agreement between project offi-
cials and villageAchiefs concerning the distribution of project
benefits. For example, the village power structuré,might—;gree
to direct»effbrts to help the poorest villagers as long éS‘it
controls the distribution of a certain portion of project‘ |

benefits.

The factors mentioned above aie real and must be dealt
with; by the same token, the.situation is far ﬁtom hopeless.
We are learning mbre anafmdre about the'conditions under which
a targeted approach‘ban work and certain techniques can be
appiied to facilitate success. For example, while anthropolo#
gists claim that every social grouping has 'a hierarchical struc-
ture and any development initiative will result in a widening
of income disparities, theré are, in fact, many areas in develop-
ing countries where‘inéomes are so unifcrmly low that there is
no real need to target development benefits to any particular
sé&ial grouping. Concre;ely,.there are many areas in which
average per capita incomes are $100 or less, with intra?regignaL

ranges of plus or minus $50. In such circumstances, a reason-

able interpretation of the New Directions legislation is that



virtually any development initiative would satisfy the rural
poor objective, provided that all the benefits of the initia-
tive did not accrue to a few farmers. Under any development
initiative, income disparities are bound to widen ‘inasmuch as
it is extremely difficult to design a project that benefits all
equally. This is all intended to suggest that extreme inter-
pretations of the legislation should avoided and that a certain

amount of pragmatism is called for.

Arguments for ehe4adoptlon of the New Dlrectlons leglsla-.
tion were qulte scarce when it came to documentlng the need for
a rnew strategy. That ls, whlle there were a few case studles
suggestlng that lncome dlsoarltles were w1denln as a result
of “tradlelonal" development approaches, there was no reason to
belleve these studies were representatlve of the situation over-
all. Indeed, it can be ;rgued to the contrary -=- that the last
25 years have seen the most rapid growth ever for developing
countries and that for the majority of countries, this growth
was not accompanied by a widening of income disparities.é/ This
paper will not discuss the longe c-term implications of this ob-
servation.“ The important point here is that the New Dlreetlons
legislaticn: should be interpreted somewhat liberally, inasmuch
as it has yet to be demonstrated that there are better develcp-

ment strategies than those emploved before the New Directions

legislation was adopted.

1/

= See Morss, op. cit., and Dav1d Morawetz, Twenty-Five Years
of Economic Development, 1950 to 1975, World Bank publication,
Washington, D.C., 1877. For a oescrlptlon of why the New Direc~

tions legislation was enacted, see Frank Ballance, "Congress and
Poreign Assistance in the 19705." i Drorecse . Carmnoemt o T e o




Participation of the Beneficiarvy Population

Projects designed and implemented by outsiders (central
governments, regicnal governments, or foreign donors) frequently
fail in the sense of providing self-sustaining benefits to rural
populations. L/ In principle, then, participation of the rural
poor in the generation of project ideas, in committing resources
to projects, and in decisionmaking during the“implemehtation
stage would seem appropriate. But how is this principle to be
implemented? Right now, various approaches are being tried, but
nobody has e very clear idea of what should‘be done and how.

To give the reader a concrete sense of whaf 1s being tried,
the following discussion presents a deScriptioo of the three

projects where DAI has an important implementetion role.
‘ d

The Arusha Plannlng and Village Development -Project (AP/VDP)

Thls pro;ect is 1ntenoed to attaln two simultaneous goals.

e Increase the planning capabilities of regional
and low=r-level governments; and

® Identify and implement village level projects.

As designed, the project has seven major components:

e Regional planning activities;

e The planning and lmplementatlon of village
development projects

1/ E.g., see Elliott R. Morss, Donald R. Mickelwait and Charles

F. Sweet, Strategies for Small Farmer Development, Westview
Press, Boulder, Colo., 1975.




® The construction of 42 small farm centers and
an appropriate technology center;

® The construction of 50 small village storage
units;

e  The repair and construction of water systems;

e The rehabilitation and extension of road sys-'

tems; and

~ ®  Training activities.

The pf6ject7startedfin43uné”1979.t To date, work has focused '
on the reqlonal plan, the generatlon of v1llage pro;ects, tne
rehabllltatloq'of,rcads, the repalr and construction‘of»v1llage

potable water systems, and various training activities.

The Project Paper prov1ded for exnatrlate technlcal asszs~v
tance working closely w1th Tanzanlan courterparts in preparlna
the regional plan. So far, the plan has been developed entirely
- by the expatriate9staff.‘ The lack of involvement of Tanzanians
has been largely the result of the fact that no Tanzanian

counterparts with planning capacity have been available to work

on the plan.

The Project Paper called for village projects to be pre-
pared by vfilagers. Various approaches are being tried to
ganerate viilage projects that range from projects emenating
out”  of broadlv-based village diaiogues through projects generated

by district officials serving as village representatives. An
assessment of the strengths and weaknesses of projects generated

by the different mediums will be made in the near future. 1In

all projects that have been approved, villagers are required to



make a clearly defined resource commitment, and their failure

to do so will trigger a stoppage in project monies.

The Project Paper called for the villagers to make a labor
commitment to the repair and rehabilitation of roads. This has
not happened, largely because priority has been given to the
rehabilitation of main region and district roads. Hdwever, what
happens when attention turns to village feeder roads remalns
problematlc, lnasmuch as the expatriate rocad crew appears to pre-
fer extending and repairing roads at the maximum possible rate,

- rather than finding ways to make greater use of village labor.

The instéllation of’new potable water systems is proceeding
| in.a.manner'that involves viliagers in site selection and con-
struction of the systems. Villagers are also receiving training
in maintaining the systems, and special villagé‘committees are

being established to supervise the systems.

With regard to training, emphasis is being placed on getting
officials to generate ideas from villagers. However, the annual
budget cycle is the dominant exercise for government officials,
and the tendency is to allocate blueprinted projects among
villages rather than taking the time teo work up ideas with
villagers. Here, a major constraint is the absence of ‘qualified
séaff and the means of getting toc villages (i.e., the shortage
of vehicles).' There is also "tcp-down" line ministry pressure

to implement their initiatives.

No training is conducted without first survevin trainees
: . ying



primary inter=st has been in how to prepare better technical
proposals; at the same time, they have expressed skepticism
regarding the usefulness of this, inasmuch as they now get their
priority projects approved even though they are ﬁdé‘téchnically
sound. It is clearly important that their peers (higher-level
regional officials) recognize and appreciate technically sound

proposals if current training is to be useful in the long-term.

mo date, theré-dces not appeai to be serioustproblems in
terms of the frﬁrai pedr" realiiiné\ﬁost of projec£ bénefits,
This is largeiy attributable to the fact that the viliaée struc-
ture appears to promote equity objectives, even tc the detri-

- ment of incentives for individual initiatives.

In terms of institutionalizing the partici?atory‘practices,
steps are now undgrwayjtgrfully integrate vi}lage development
activities into the annual budget cycle. Thought is being
given tc making a block request for village development activi-
ties so that the evolutionary nature of the process can be

maintained.

AID pfbéedures have continued to serve as a barrier to
the realizéfion of project goals. The "adequate planning" re-
guirement continues to slow project activities. In addition,
a year's delay in obtaining a project amendment has virtually
brought offshore procurement to a halt, thereby slowing the

project's momentum and raising real guestions in the minds



of the Tanzanians concerning AID's ability to deliver on

commitments. | "

- The Provincial Area Development Project I (PDP I)

The primary objectlve of PDP I is to lncrease the capa~
blllty of prowvincial and lower-level governments to plan and
manage prewects generated from the villages. Projects are in?
tended to be 1ncome~generat1ng, in the areas of agriculture,

smalli 1ndustr1es,‘and rural credit. ThejPDOJect is now into

the third year;

The objectives of‘PDP I‘are quite’similattto those ef-
AP/VDP. That is, it’calls for‘the'treiningtof‘government
officia;s in "bottom-up" project generation and*implementation,
and there are loan monies to support projects So generated.

The projecttoperetes’ingtwo provinces of‘In&ehesia -- Central
Java and‘Aceh -- and different strategiesyhave been used in
each province. 1In Cehtral Java, the emphasis has been placed
- on training government officials how to generate project

ideas from the local levels. In Aceh, initial efforts went to
getting‘iﬁédme—generating projects underway, with heavy emphasis
placed on éirect field work with farmers producing irrigated
rice. Substantial increases in rice yields have been realized,
but relatively little work has been done to train government

officials on how to generate project ideas from villagers.

While the project objectives are guilte similar to those
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development activities have been highly centralized in
Indonesia. Conseqguently, the project is not yet working with
#illagers. Instezd, it is trying to get lower level government
officials to generate development initiatives. égéée;s in this
endeavor will be a real step forward inasmuch as to date, lower
level governments have been mainly responsible for.implementing

project initiatives developed by central government line

ministries.

Efforts_tb generate project ideas from villagers have not
yeﬁ been successful, because villagers are not accustomed
to being asked to identify their problems and develop initia-
tives to deal with them. Another difference is that=thére~is«
no real budget constraint in Indonesia, and therefore the

-

tendency is for the central government to do eferything for the

-

villagers.

Insuring that benefits get to the rural'poor is also
difficult, since traditionally the village head has sole
responsibility for structuring and administering projects in
his village area.- There apﬁears to be no easy way to override
the village head's wishes concerning who benefits from the

1/

development initiatives.=

- — -

-

1/ In Central Java, however, a recent evaluation indicated
that the rural poor were the primary beneficiaries in 55 per-
cent of the first year's projects.



One approach being tried to déal with this problem entails
offering forms of technical assistance that would only be of
interest to the rural poor. For example, instead of offering
technical assistance to help with irrigated ricé'ﬁfédﬁction,
technical assistance will be offered in Aceh to assist those
who do not have access to irrigation. Also, attempts will be made

to provide large numbers of low value animals, i.e., ducks and

goats instead of cows.

Another problem in Indonesia is the tradition of working
with the proéressivehmembers of societ¥y, rather than with the
less fortunate. The belief is that a "trickle-down" appfoach'

to development will altimately yield more than efforts to work

directly with the poor.

[

The hope in Indonesia is that if the project can generate
éuccessful projects using the "botiom—up" éppfoach, the
central covernment will be impressed enough to incorporate the
meéhod into their own system. Howevér, nothing will come of

the effort unless positive results can be demonstrated.

-

With tegard to training, a needs assessment was performed
that involved input from the potential trainees. The training
eqphasis went to methods by which lower-level government
officials might identify 'good prcject ideas. It is still too
.early in Indoﬁesia to expect villagers to make sensible sugges-—-
tions for projects in light of the long history of top-dova

approaches to development.




The North Shaba Rural Development Project

The primary purpose of this project is to increase the
maize production and incomes of small farmers‘in the North
Shaba Province. The apprcach entails gaining an understanding
of current production approaches and impro#ing upon them;
however, no new technoldgiés would be promctediuhtil,they
have been tested on férmers' own lands. kThere'are-five major

components to the project:

' Agriéultural research and~e2tension;

° ,Development of farmer’groups;

. Small farmer credit:;

N Rehabilitation of rural roads; and

® Development and production of intérmediate technology;

4
.

The Project Paper calléd for the formagion of farmer
;roupings to serve as the focal point for the‘agricultural and
other pfoject activities. As it developed, the organizations
weré‘foimed before work on agricultural technologies had ad-
vanced far enough to offer anything for substantial discussion.
As a conseqpence,’discussioﬂs in the groups until recéntly

focused on the need. for social services.

-—< - With regard to agriculture research and extension,
activities that follow Project Paper guidelines are only now
starting. The main reason for this delay was inappropriate
expatriate personnel sgelection and management in the first two

years of operation.



The roads component of the Project Paper asks for and
receives "voluntary" labor*contributions for work on village
roads. The intermediate technology component Of'thglprbject
has brought in prototypes from overseas, and has attempted to
promote them among‘villagérs; This has caused some problems --

not enough attention to quality control and the need for supé

porting services. L L

Most farmers in the progpc* area are smallholders, and wzth,
the major emphas1$ of the prOJect being increase ﬁvmai-e p:cduc-
tion and income, the small farmers have re;eived the large

majority of benefits from the project.

Things should Star; com;ng together in the cdming Yéar.
A meaningful agriculﬁura} fesearch/extension effort is now
starting and there aré‘somé good local farmer groupings~estabf
lished. Hopefully, the macroeconomic and political setting

in, K Zaire will not deteriocrate.

General lLessons

There.are several general lessons coming out of prelimin-
ary efforts’ to introduce participatory activities. First,
there is the ever present pressure from central government

-

line ministries to promote their development ideas.;/ For

1/

-~ Some things never change. See Stanley Heglnbotham, Cul-
tures in Conflict: The Four Faces of Indian Bureaucracy,
Columsliz University Press, New York, 1975.




them, of course, this is essential for continued power and
contrcl. The budget cycle works in their favor; that is,
lower~level government wants to maximize resources flowmnq
into their areas, and the line ministry programs are one safe

way of maximizing resource inflow.

Secondly, villagers can come up with preject ideas, and
,can make SLgnlflcant resource commitments to DrOJects they
believe ln, but it is more difficult to get them to think in
terms of projects that generate income. In part, this is
- because they mistakenly tend,to‘believe that the central govern-
ment will be able to bear the recurrent budget implications of

development initiatives,

Thirdly, villagers' perspectives’are limited; they are
not likely to think beYoeﬁ what can be done within existing
’policy and environmental constraints. What rhis suggests is
that village development activities by themselves will rarely
make a long-term significant impact unless buttressed by a

broader examination of the setting (i.e., regional planning
activities). This broader examination should lead toc recom-
mendations for infrastructure development and macropolitical

changes.

- — -

‘The participatory approach to project development is a
revolutionary approach in the sense that it calls for fundament:
changes in thinking and it reguires fundamental changes in

bureaucratic power and authority. As a conseguence, institu-
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be sustained will take longer than projects are .scheduled to
last. This is true even after discounting for mistakes made

in trying to bring about these changes.

One might ask whether, in light of the probiems;of imple-
menting the participaticnvconcept, it is worth the effor:. The
answer is a most emphatic ves. ’Thare'can,be no queStiQn that
' top-down planning has serious defects -- that’gbvernment offiéi-
~als in capital cities respondlng to the bureaucratic- 1mperat1ves
of their organlzatlons are not in a good p051t1on to deszgn
meanlngful projects for rural v1llages.. To the extent that
lower-level government agents, persbns who by thair phyaicaif
location are necessarlly more responszve to village needs, can-
be both trained and glven the authority to cenerate progect
ideas,; therz is a real chance that the llmlted resources
" available to Third World countries can be mdte'effedtively

utilized.

Basic Human Needs

The New Diraptions legislation placed heavy emphasis on
satisfyinélthe basic human needs of the rural poor. Under the
new legislation, relative emphasis has changed from income
generating'initiatives to those that provide education, health,
nutrition and .population tlanaing for the rural poor. Concom-
itantly, there has been a significant switch in the composi-

tion of U.S. technical assistance. From a past emphasis on

agriculture, engineering, and economics, the AID program now



Places heavier emphasis on the social sciences.  The 1930
budget raguest gives an indication of the relative importance
of the different components: $523 million is requested for
nutrition, health, educatlon and population plannlng, $675

million is requested for agriculture and rural development.

There are several serious problems with;the way in which
basic human needSVStrategies are being implemented" Flrst
there are lssues related to the populatlon lmpact of social
service progects Evidence being generated in research-being,k
done by the Research Triangle Institute and;the Southeast
Consortium for International Develcpment for the Development
Support Bureau of AID suggests that the imﬁediate impact of
increased health, education and nutrition activities is to

significanﬁly increase the population growth rate.i/

It is ar§ued that in the longer-term provision of these
social services will lead to a reduction in the population
growth4rate.2/ This may well be so, but from a policy stand-
éoint, it is critical to know how long it Qill take to move from

the short-term population inducement effect to the longer-term

growth reduction situation. Unfortunately, the critical longi-~

—/_..-The Rural Development and Fertility Project, AID Contract
No. AID/ta-CA-l. See also Frank L. Mott and Susan H. Mott,
"Kenya's Record Populaticn Growth: A Dilemma of DeveLopmen
Population Bulletin, Vol. 55, No. 5, October 1980.

2/ E.g., The World Bank, op. cit., pPp. 63-70.



tudinal information on this subject is inadequate and inconclu-
sive.i/ Until more is known, the prudent approach is to make
- Sure that population control activities play an important part

in any new social service program.

Secondlj, while prcponentsvbf-basic human needs strategies
argue that the longer—term‘impacﬁ will be to increase WOrkef
productivity and hence'income‘earning potential, nobody argﬁes
that there is any easy way to raise monies to pay the sighificant.
recurrent budget requiréments-dﬁrthese programs; and there
can be no question as to the sighificance 6f“these‘récurrent
budget requirements.z/ At present, monies for the developmént
of basic human needs systems are far in excess of what recurrent
monies are available to service these systems. To give a
specific example of the+imbalance of developmeﬁt and recurrent -
monies for sociai services,' recent studies have cohCluded
that in Tanzania, the rate of breakdown of potable water sys-
tems was such that, despite a high rate of installation of

new systems, the country was losing ground on its goal of

providing improved water to every family in Tanzania by 19913/

i/ For some rather encouraging evidence drawn from the experi-
ence of Sri Lanka, see David Morawetz, "Basic Needs Policies
and Population Growth," World Development, vol. 6, Nov./Dec.
1578, pp. 1251-1260.

2/ See S. J. Burki and J. J. C. Voorhoeve, "Global Estimates <for
Meeting Basic Needs," World Bank Basic Needs Paper No. 1, Wash-
ington, D.C. 19277.

3/ WHO/World Bank Cooperative Programme Report, Second Draft,
1877; Olle Rimer and Associates, "Terms of Reference for an Action
Programme in the Water Supply Sector," a report submitted to the
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A final problem with the implementation of the Basic
Human Needs Strategy stems from the way AID has'organized
to provide these programs. Unfortunately, the Agency’has
chosen to organize in a manner that reflects the line budget
items. This means there is a separate group that designs
health projects, a separate group that designs populat;on
projects, a separate group that designs rural development
projects, etec. As a consequence, there are serious problems
in coordination; frequently, project groupinés do not make

sense when taken together.

The Area/Village Thrust

While not specified in the leéislation, implementation of --
-the New Directions Mandate requires an increased emphasis on
small areé, village-specific project activities. 1In part,
this is due to a'set of practical realities. Given what
little we know about how to introduce participation/bottom-up
planning; it would be somewhat foolhardy to start by trying to
impleﬁent a nationwide program. There are also the political
realities that need to be considered. Implementation of
New Direcéions, at a minimum, calls for revolutionary changes
in thinking and bureaucratic behavior; it cannot be expected
that any developing nation will adopt it nationwide without

some experimentation.

However, in an assessment of the New Directions approach,

one should ask how much can be expected out of this micro-



approach, and is it enough. In Arusha, DAI has had an oppor-
tunity to consider this guestion very carefully. The project
paper called for the simultaneous start-up of regional planning
activities and the generation of projects from fhe~vlllage level.
Among members of the project team, there were real &ifferences
as to the relative value of the village development act1v1t1es
and the reqxcnal plan act1v1t1es. People worklng on the regional
nlan felt that macroeconomlc, polltlcal and - env1ronmental con-‘
straints were so severe that nothlng meanlngful could be accomp-
lished unless action was take1 on these lssues.» The vlllage-
level workers, on the other hand, viewed the regional(plan as

a paper exercise that would bear little fruit.

The author recently returned from Arusha where the assign-
ment was to review all-the papers prepared as ‘part of the
regional plan ané synthesize them into an action plan for
the region. The conclusion, based on this work, was that there
are a series of policy aﬁd environmental constraints that
need to be addressed; and that if these constraints are not
addressed, time is being wasted in trying to generate projects
from the Bettom-;p.l/ "This is a strong statement, and it is
not approériate for all developing countries. However, a
generalization is possible; to date, efforts to implement the

New Directions legislation have given far too little atten<ion

/ Readers interested in the gquestion are urged to read
Elliott R. Morss, "Cross -Cutting Issues From The Regicnal
Planning ExXercise," November 1980, and draw their own con-
clusions as to the importance of dealing with these constraints.



to a set of brcader issues that constrain what can be achieved;
at the very least, strategies can be tailored to work within
these constraints; in some cases, it might be possible to

generate the arguments and documentation for change. -

Enhanced Attention to the Role of Women

For a series'of reasons, past development initiatives
have given insufficient attention to the important role played’
by women in the development process. There can be no guestion
as te the legitimacy of this stateﬁent. The problem, as is
the case with participation, is to determine what to do opéra4
tionaliy with this information. Research haé documented that
women's roles vary significantly among Third’Wo:ld social group
ings (both inter- and intra-country), as do social strictures
cdncerning what roles women can play. Ide&lly: this informa-
tion should serve as part of the data base fbr the design of
integrated development initiatives. Unfortunately, this has
raiely happened to date. Projects promoting an enhanced (?)
role for women have been developed independently and, occasion-
ally, a scathing critique is made of how little attention indi-
vidual préfects give to the role of women. The results have no
been particularly useful. Most major AID projects give token
"gttention to this new thrust, while the inderendently developed

women's projects rarely amount to much.

It is time to effect some integration and, just as with

the independent population, health znd education activities,



it is time that considerations of women were integrated into

projects that have an area-specific focus.

Other Issues Worthy of Comment e

As has already been mentioned, implementing the New Direc-
tions Mandate calls’for a2 truly revolutionary approach to devel-
opment. Assuming that change should be brqught about throuéh
pPeaceful means, it will tgke more time to institutionalize the -
ideas than Congress is presently willing to allow development -
to last. Congress simply cannot have it both ways: it musﬁ
either. choose to allow projec;s a longer life, or it should

abanden the crucial features of the New Directiorns legislation.

AID's Implementation Performance

The literature has amply documented thé'fact that in the
U.S. political and bureaucratic setting, implementation
activities have a lower priority than the development of new
programs and projects;l/ The problem is extreme in AID; exten-

sive discussions with project managers suggest that there is

no one inzéhe Agency that really cares about dealing with prob-

1/

—. For general documentation of this point, see Edwin C. Har-
grove, The Missing Link: The Study of the Implmentation of
Social Policy, The Urban Institute, Washington, D.C., 1975;: and
Jeffrey L. Pressmand and Aaron B. Wildavsky, Implementation,
University of California Press, Berkely, 1973; for documentation
that is AID-specific, see Donald R. Mickelwait, Charles F. Sweet
and Elliott R. Morss, New Diresctions in Development: A Study of
U.S. AID, Westview Press, Boulder, 1979; and G.S. House of Pepre-
sentatives, Committee on Appropriations, Subcommittee or Foreign
Operations, Report Accompanying H.R. 7854, Foreign AsSsictonce




lems that are AID's responsibility to resolve. The conseguences
are unconscionable delays, tremendous frustrations within the
American overseas teams, and suspicions of host country officials

that AID is not serious in its intentions.

What sorts of problems are encountered? Take the case of
project amendments.. A critical amendment to a project paper
is needed. It is discussed with the host country and AID in-
country officials;'everyéne agreeé it is needed. The amend-
ment goes to Washington and, after séme delays, there is
agreement that the ameﬁdment should be adopted. It is sentv
to the Contracts Office and nothing happens. . Nobody invtha
Contracts Office knows or cares about the amendment; what is
more important, nobody in the Ageﬁcf cares enough to put“pres;'
sure on the Contracts Office to do its business, ‘As a conse—

guence, enactment of the amendment is held up for more than a

year.

Egually troubling is the general attitude AID staff take
towards projects; ratﬁer than trying to understand and be
supportive of what is being-tried in the field, most AID
bureaucratg assume the posture that their most important job
is to insure that projects are performed in a manner that
fits with a strictly literal interpretation of the AID legis-
lation/regulations. The following gquote from Hargrove aptly

describes AID behavior:



... civil servants create an implementation process
which is formalistic and deliberately so because it
protects them from external threats. The emphasis

is upon developing regulations and rules which comply
with Congressional intent, meet the demands of
affected interest groups and emphasize the process of
program administraticon rather than impact. All of
this means that civil servants are far more concerned
with legal and administrative processes than with
program substance oxr purpose or with the substantive
problems of program implementation.l/

There is some comfort in standing back with Hargrove to
get a general understanding of what is happening and why.
However, for anyone who wants to see AID programs make a sig-

nificant impact, the comfort does not last long. One is

tormented by'such thoughts as:

e How much better it would be if AID staffers saw
their roles as ombudsmen for project imple-- - -

‘mentaticn; and )

® What a"difference it would make if AID officials
were willing to exercise a little imagination
and willingness to bear some responsibility for
reascnably liberal interpretations of regulations
in order to realize project objectives ...

Changes are possible. Incentives for better implementation
are needed. In the longer-term, it will be essential for the
Agency to’ﬁeveloé mechanisms to monitor project implementation
to serve as the basis for such initiatives. 1In the short-term,
mgch progress could be made if AID leadership made it clear that
better implementation performance is a top-priority cbjective.
Such assistanée could be supported by a limited number of field

Y
wha

checks in which prcject staffs were asked for their opinions of




AID support.

The Private Sector

In striking contrast to earlier development approaches,
attempts to'implemenf the New Directions Mandate have proceeded
largely as if private sector activities do not exist.}/

There are various reasons to explain why this has happened,
but given the private sector orientation of the United States
and thé private investment resources available, there is

no justification for this lack of attention.

- NEXT STEPS

Introduction . s

The purpose of this section is to suggé;t ways to improve
current efforts to implement the New Directions Mandate.
Beéore doing so the importance of continuing the New Direc-
tions emphasis for another five yvears should be stressed. It
should be continued, not because the author is a "committed
believer,"lbut because it will take five more years to make
a reasonable determination as to the efficacy of the wvarious

New Directions components.

l ° v . [ ) . . »
L/ A minor qualification to this assertion is the current
interest in small-scale enterprise development.



It took AID two years (1974-1975) to develop preliminary
strategies to implement the New Directions Mandate and another
two years (1976-1977) for the design and approval of’the ini-
tial New Directions projects. This means that this is
only the third year of experience with those few New Directions

projects that started in 1978. Experience suggests that it is

still too early to tell what impact projects started in 1978
will have and that another year or sc will be required. To
- gain a reasonable sample of New Directions projects, projects -

started in later years should also be examined.

Undoubtealy, there will be the usual political pressures
to initiate new programs and éoliciés. Hopefully, these .
pressures can be contained or at least dealt w}th in a manner
that does not subvert the New Directions thrust. It would be
a real waste of taxpayers' monies not to give the 1973 legis-
lgtion a fair trial, and such a trial will take another five

years.

A complementary point.needs to be made. As mentioned
earlier, AID's evaluation activities to date have been sector-
specific,_'If the New Directions "experiment" is to be thor-
oughly assessed, work to that end should be started immediately.
This is not the place to-detail what work is required. How-
ever, it is wbrth noting that much could be learned very
inexpensively by asking project teams to respond in writing to

a set of specific guestions concerning their approaches and



achievements ip implementing the New Directions Mandate.

In sum, the New Directions approach should be continued
another five Years. 1In addition, activities to monitor and

evaluate these efforts are needed.

Participation/Planning

As mentioned earlier, Perhaps the best aspect of thz New
Directions legislation is its emphasis on bqttom-up Planning -
and project development.h This emphasis should.be continued,
Also,_there is 3 €rying need for an exchange of information on
the strengths ang weaknesses of various approaches tg engender

Participation ip bettom-up Planning ang Project development’,

given to macropolicies ang other factors that éonstrain what
can be accomplished through bottom-up plannihg/project develop-
ment. It jig Teécommended that monies be available in future
Projects to both identify ang analyze what should be done about

these "higher-level™ constraints,

Basic Human Needs Best Available Copy

The social service components of basic human needs strate-
"gies should be thoroughly reviewed, with particular attentiop

given to population growth and recurrent budget implica-

tions. To minimize the recurrent budget cost, a Svstematic
research program should be initiated to find ways to deliver

these services at minimum cost.



Integration

It has been mentioned earlier that AID's organization
reflects sector-specific budget line items. As a result,
sector-specific projécts have been initiated independent of
one another. This is unfortunate, because meaningful develor-
ment cannot proceed on a sector-specific basis. ConseQuently,
AID should be reorganized so as to insure a-greater integration

of development activities.

The AID Bu_eaucracy

It has been remarked that the AID stfucture does not reward
superior‘implementation'éfforts. Here, attentibnvwill<5e given
- to anqﬁhe: staff/organization issue: theré!areLvarious»bureau—
- Cratic/organizationalvmanifestations, to sugéést‘that AID is over=-

staffed. These include:

® Excessively large number of people involved
in decisions; ;
e Much red tape;
e Jealously-guarded fiefdoms, with little inter-

fiefdom communications: and

® .. Large overseas staffs.

A recent study has documented that large numbers of pecple
are involved in reviewing and approving projects with little

apparent improvement in projects over the original design. 1In

1/

Mickelwait, et al, op. cit.




this regard, AID can be characterized as a number of fiefdoms,
‘with each fiefdom insisting on having a say in decisionmaking,

with little concern for the delay that might result.

That so many people have the time to involve themselves

can be a sign of overstaffiug; it can also be a sign of bad

organization.

Nobody would argue with the contentlon that frequently,
dealing with AID is extremely frustrating because of red tane.
AID regulations are lengthy and subject to frequent change.
‘Many AID staffers are simply noﬁ familiar enqugh"with tHE‘tégu-
;ations to be effective in their jobs. It can be argued that
this red tape is generated by staffers with little else to do -
w:iting regulations serves two functions: it ?mploys them cur-
rently, and they write {h regulatory jobs fq; themselves in the

future.

While AID has its contingent of regulation writers, it is
also true that Congress imposes a tremendous number of stipula~

tions on how AID should function.

An outsider is struck by the competition rather than the
teamwork that exists within the Agency. Few staffers would
‘argue with the contention that development activities should be

integrated, but very little integrated development work actually

occurs in AID. taffers appear to be more upset about being

excluded from a meeting than about not having the time to attend



 meetings. Missions go to great lengths to keep AID/Washington
from visiting their countries. Negotiations about field visits

consume tremendous amounts of staff time and cable traffic.

Such fiefdom activitiies and competition might be a mani-
festation of too few activities for the available staff. What-

ever its cause, there is a lot of wasted motion that occurs.

Overseas, one is struck by the tremendous size of the AID -
bureaucracies relative to other dorors. To take one example,
the AID mission in Tanzania, supporting a program of about $20
- million annually, has a staff of 25 direct~hire Americans and

22 direct-hire foreign nationals. In contrast, the World Bank

and the Swedish aid agency each have two permanent professionals

to support programs that are each in excess of $90 million
annually. Certainlyvtﬁé World Bank and tbe.SwedeS draw heavily
on short-term technical assistance, and it could be argued that
the AID mission is administering its program more effectively
than the World Bank or Sweden. Evidence to support this argu-

- ment is not readily apparent.

Table 1 provides some interesting comparative informa-
tion on AID staffing patterns. As can be seen from columns
7 and 8, there is a wide variance in administrative support
across geographic regioﬂs. Personal observation does not
suggest greater administrative inadequacies in Asia than in
Africa, even through program outlays per U.S. employee are

five times higher in Asia than in Africa.



Table 1 is also interesting in suggesting that the argu-
ment for significant cutbacks in AID employees.cannot be made
on grounds of direct cost savings. For example, a 50 percent
across—-the-board reduction in force would probably‘éavé less
than $50 million annually. The real savings from such a
cutback should come in the form of a reduction in red tape,

paperwork, and the accompanying decision delays.

‘What has been said in the above paragraphs is not intended
to document the assertion that the Agency is overstaffed.
Rather, it is intended to serve as a prod for some construétive,
analytical thinking on the subject. However, one tﬁing is
certain. New incentives are needed to dispel the perception
and the reality that AID staffers aon't care about project

implementation problems. ,




‘Table 1

SELECTED PROGRAM AND PERSONNEL STATISTICS

U. S. AGENCY FOR INTERNATIONAL DEVELOPMENT, 1980

) (2) (3) (4) (5) (6) (7 5;’ (8)
Program (f) Operatii
Full-Time, Operating AID Program Outlays e= Expenses
Permanent Operating Expenses 1/ (In Plpellne Per U. S. As % O
tion Employees Expenses Per Employee~ 9/30/78) 2/ Employee m!?%ogram Out
(in milIions) (in millions) {6Y/(2) (3)Y/105)
U.S. Nationals ' a E.
| Q
jton 2,180 - $104.6 $47,982 NA NA o NA
530 141 62.0 98,875 $ 507.3 957,170¢D 12.2%
336 - 614 33.7 68,776 814.9 4,949,0005;? 4.1
\merica 332 596 38.2 79,418 721.6 ‘2,173,0001= 5.3
ast 252 341 29.8 88,427 2,624.4 10,414,000 1.1

U. S. Senate, Committee on Appropriations, Hearings on Foreign Assistance and Related Pro-

grams Appropriations, Fiscal Year 1980,

ceign national given 25% weight U.S. employee for this calculaLlon, i.e.,
(2) plus

.25 (3).

:ludes Security Assistance.

: applicable.

Part 2,

pp. 27-33.

(5) = .

(4) divided



BEYOND NEW DIRECTIONS

Introduction

In this section,lén attempt will be made to think more

- broadly about what America's foreign assistance strategies should
be. The discussion will neither be limited to, nor exclude, New
Directions approaches. For this section, the assignment is to-

assume a downward trend in U.S. bilateral assistance monies .

Once again, it is important tostate what iﬁformation would -
be useful to have for this assignment. An assessment4of the - -
.New Directions efforts wduld cleafly be useful, but a broader
- picture of international financial-fﬁncﬁions-wbuld also seem
relevant. The relevance of future work fbr policy is not widely

4

appreciated in this counéry and consequently the data needed

are not available.

This section will build upon a projection of the assess-
m.nts presented in the earlier sections and an admittedly

simple-minded projection of international financial futures.

-

1/ Things are changing. For examples of two policy-relevant
futures papers, the following is recommended: U. S. Department
cf Agriculture, Food Problems and Prospects in Sub-Saharan
Africa: The Decade of the 1980s, Washington, D.C., 1980, and
Walter J. Levy, "Oil and the Decline of the West," Foreign
Affairs, Sept. 1580, pp..999-1015.




International Financial Futuresi/

Table 2 provides some relevant information on the inter-
national situation in 1980. While estimates of'ptivété capital
flows might be somewﬁat inaccurate, it is still true that éri-
vate flows are significéntly greater than-public flows.

| Table 2

NET CAPITAL FLOWS TO DEVELOPING COUNTRIES IN 1980 - -
(in billicns of dollars)

Private Flows . 45,6

e Loans 35.6
e Direct Foreign Investment 10.0
Public Flows ‘ 29.0
e Concessionary 20.7
e Loans at Commercial Rates 8.3

4

Source: Tﬁe World Bank, World Development Report,
1980, wWashington, D. C., 1980, p. 9,
Figure 2.5. '

In 1978, the second major round of oil price increases
. started. The impact of these price hikes was to increase the

oil import bill %o non-0PEC developing countries from $33 billion

L/ Information for this exercise comes largely from a panel
session of the First Global Conference on the Future, chaired
by the author last July in Toronto. Valuable contributions to
that panel were made by Jean . Baneth of the Worlid Bank, Andrew
Gantt of the International Monetary Fund and James Thornblade
of the First National Bank of Boston. In addition, the work
of William Cline of the Brookings Institution, Professor
Philip A. Wellons of Harvard Business School and Thomas H.
Hanleg of SalomonBrothers have proven valuable for this work.



in 1978 to $66 billion in 1980, and price increases continue.
The significance of these price hikes is apparent when viewed
against total public and private financial flows to developing-

countries estimated at $74.6 billion in 1980.

Overall, it is estimated that the OPEC countries will
incur annual current account surpluses in excegs of $100 -
billion in 1980 and beyond. What is being done with this
money? A small fraction of it ($5 - $10 bllllon annually) will
go into forelgn assistance, and an equivalent amount will be
funneled to develgping countries through oil price concessions.
Also, some money will be invested directly by OPEC countries.
However -- and this is the important point ~- the bulk of these
surpluses will be given to internétional commercial banks to
invest. What do we know about these commerciaﬁ banks? First,
their performance-following the liguidity bulge resulting
from the 1973-1974 oil price escalation suggests they have a
lot to le%rn about lending to developing countries. The per-

.formance of the American banks was such that the Comptroller
of the Currency felt impelled to warn the banks against
greater exposure in certain countries; the matter has not
escaped the attention of the Board of Governors of the Federal

1/

Reserve System.

L/ See Paul A. Volcker, "The Recycling Problem Revisited,
remarks before The Graduate School of Business Acmlnls;rctlon,
New York University, March 1, 1980, and Henrv C. Wallich,

"The Future Role of the Comme*c1al Banks," oresented at the
Conference on New Approaches and Technigues for Managing Coun-
try Risk, New York City, January 24, 1980.



Secondly, commercial banks want to avoid loan defaults at
all costs. This is because defaults must be registered on their
balance sheets, reduce reccrded growth rates, and give |
the impression of poor management. The implicaﬁiéhé“of this
are that those developing countries that already have large
loans from the commercial banking sector have little to worry
about; they will get additional commitments in the form of debt

rollovers and debt moratoriums.

Finally, so long as oil exporters continue to record large
current account surpluses, the commercial banking sector will
- continue to receive far more money than they know how to place

effectively. S S

What does all of this say about future f£ipancial flows to
developing nations? Fi;st,.we need not be'tbo concerned about
countries that have already received.large loans from banks,
such as Brazil, Mexico and South Korea. Thé banks will take
care of them. For the rest of the developing world, things-are
not so hopeful. Having been criticized for their loans to.
developing countries following the first oil price increase,

the banks -are going to look far more critically at new loan
prospects than they have in the past. And clearly, the con-
tinuing escalation in oi}'prices is making non-OPEC developing
nations loock increasingly risky as loan prospects. Fortunately,

there is a countervaiiing force at work: the banks will con-

tinue to get large sums from cil exporting nations to invest.



What, if anything, does all this suggest for future U.S.
foreicn assistance strategies? Since the banks have more
money than they know how to invest effectively, there should
be some way the U.S. foreign assistance program coiild "lever-
age” these monies into effective investments in the neediest
developing naticns. Several things might be tried. The U.S.
government might offer to pay certain firms with extensive
experience in these countriés to undertake project féasibil-
ity studies under commercial bank supervision. The U.3.
government migﬁt also offer to guarantee certain bank loans.
Finally, the U.S. government might support} with technical
assistance and capital, the formation, improVément and expan-
- sion of development banks/corporations in these countries.
Ekisting organizational models, such as the Commonwealth
Development Corporation, “should be examined. Tﬁe purcose of
all these activities would be to attract a siénificant portion
of commercial bank deposits to sound investment opportunities

in the "less-favored" developing nations.i/

At this peint, a realist/skeptic might ask: what reascon

is there to.think such an approach would work when past govern-

iéu_A somewhat different approach involves providing incentives
for oil-exporting countries to make increased direct invest-
ments in developing countries. (See William R. Cline, "External
. Deficits and Recycling for Developing Countries," a paper pre-
pared for the Society for International Development Conference
on Development Policy Checices for +the 1980's, washington, D.C.,
May 1980.)



ment promotion activities have failed so miserably? Several
things can be said in response. First, conditions have changed
dramatically in recent years. The oil price increases_have re;
sulted in unprecedented bank ligquidity. One shbﬁiaxhot be mis-
led by high interest rates. The banks are overwhelmed by the

amounts of money they are being given to invest.

Even so, it is unlikely that such initiatives would suc-
ceed unless business professicnals -- ﬁot civil serwvants, -
development professionals or foreign service officers --
serve as the core of the government “promotion" team. And
- Zinally, the recommended activities should not be initiated
unlees they have the enthusiastic support of the banking

community.

Another LeverageJPossibility

If the amounts available for American foreign assistance
ate to decline in the future, it is essential to think of more
effective ways to leverage these funds than has occured in
the past. The recommendations made above would do just that.
By the same toke;, this is hardly the time for anyone commited
to develoément to take "a holier than thou" attitude towards
Security Supporting Assistance. The United States has a wide
range-of foreign policy cbjectives and, to the extent that
some of the Security Support monies can be programmed for

meahingful development, so much the better. Incidentally,

Security Support monies have one decided advantage: their



use is not subject to the red tape and regulations of regular

AID monies.

The Importance of Selectivity

If foreign aid monies are to decline in the future, it
is critical that they be used more selectively, both in terms
cf how the monies are used and where. These topics are dis-

cussed separately .in the following paragraphns.

Where The Monies Are Used e

The number of countries receiving foreign assistance
should be reduced. Foreign policy considerations will (and
should) continue to play an important role in determining'what
countries will receive foreign aid. However, development cri-
teriq are suggested below that might be employéd'to exclude

countries £rom foreign assistance. .

At the top of the list would be nonsensical macroeconomic
policies. For example, per capita food production has fallen
off inimany African coﬁntries in the last decade.if While
there were various reasons for this, a primary factor in a
number of countries was low producer prices. There is little
hope that foreign assiscance will have a long—-term beneficial
impact when governments hold producer prices at, or below,

the costs of production.

1/

= See U. S. Department of Agriculture, op. ci

rt



Producer prices are frequently héld down because govern-
ments do not want to antagonize the politically important urban
elites through escalating food prices. 1In such circumstances,
the U.S. AID is often asked to subsidize agricultural produc-

tion. The total effect of these policies is to:

® Distort the real costs of farm inputs;
° Discourage agriculture production;

. Provide food to urban dwellers at prices lower
than production costs; and .

. Build in a dependency on foreign assistance.

American aid should not contribute to such absurdities.

Another criterion for U.S. aid should be ;he role plaved
- by the government in the.economy. The issue here should not
be ideological; réther, it should be the pragmatic gquestion
of whether excessive government regulation, red tape and/or
corruption is likely to thwart any attempt at meaningful

-development.

Other criteria should be considered. The important point
is that if foreign aid monies are to be reduced, there is no
point perpetuating programs in countries where policies dis-

courage meaningful development efforts.

How The Monies Are Used’

Two observations can be made:

e Many different activities will be needed if
Third World ccuntries are to develop in a manner

a1l - .



° Unlike the situation 30 years ago, there are

many organizations offering various types of

development assistance.
With regard to U.S. bilateral aid, one possibility would be to
support all of the aetivities needed for development. A second
approach, and one that is preferable, is for U.S. bilateral
assistance to support a limited number of activities. EHow
might one determine what activities to support? First, make
a list of all activities critical for development. Second, -
determine which activities are being adequately provided and

which are not. Pinally, make an assessment of what U.S. bi-

lateral assistance:

' 3 Is most capable of providing;

° Should be provided, given the U.S., histori-
cal orientation; and ‘

® Should be provided, given the shortcomings
in existing programs.
Conducting an exercise of this sort would be extremely valuakle
as a way of providing a perspective on what future U.S. bilateral
assistance stretegies should cover. Critical to such an exer-

cise would.be an assessment of New Directions efforts anéd, as

has been repeatedly mentioned, it is time for such assessment

. activities to begin.

-



EPILOGUE

By looking at the immediate past and probable immediate
future U.S. balance of payments deficits, one can seriously
question whether our country should remain in the foreign |
assistance business. While this point is arguable, it is also
relevant to take a longer view and ask what the situation will
be ten to fifteen years from now. Not much work has been done
on this subject, but things will probably appear far less hgpe-
less than they do today. 'World reliance on American food ex-

_ ports is growing, and once oil prices reflect their true oppor-
tunity costs, American industry will probably assume the lead

in developing energy substitutes for oil.

Su;h futures work is desperately needed,;if for no other
reason than to élarify our longer-term policy options. 1In thé
meanéime, policies to leverage accumulating oil surpluses
- recommended in the preceding discussion should be pursued,
along with a continual testing of the New Directions legisla-

tion.



