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Attached is a copy of the Agency's Strategic Plan: "Blueprint 
for Development".

The Agency Strategic Plan is the Agency's primary statement of 
purpose, objectives and approach to foreign assistance. The 
new document builds on much that is sound in Agency practice. 
At the same time it provides new ways of conceptualizing the 
Agency mission, provides new tools for programming and offers 
new ways of achieving a unified approach to development while 
maintaining the diversity required by individual country 
situations.

The key elements of fc he Plan are:

1. AID's Approach to Development

The Plan reiterates AID's commitment to bringing about funda­ 
mental, systemic change. Our assistance and projects will, in 
every instance, seek to go beyond impacts on a small group of 
people directly affected by our efforts. The Plan identifies 
the major components of this approach as policy dialogue, insti­ 
tutional development, utilization of the private sector, and 
technology transfer and development. These are the strategic 
means by which we seek to achieve our goals. You have received 
previous messages on these assistance approaches and these 
elements are now firmly in place, and widely understood.

2. Program Focus

The Agency's focus is identified in terms of a set of key 
problems. The language of problems rather than sectors is 
deliberate and is intended to regularly draw our attention to 
what it is we are trying to accomplish within the overall 
context of broad economic growth. The Plan identifies five 
development problems which constitute the areas of Agency 
activity:

A. Inadequate Income Growth 

B. Hunger

C. Health Deficiencies, Especially Infant and Child 
Mortality

D. Illiteracy and Lack of Education 

E. Unmanageable Population Pressures
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Agency activity will be built upon an understanding of these
proble~s in each country where they exist. Country level
strategies will focus on those problems which are most serious
and where opportunities for an important AID contribution exist.

3. Agency Goals

As a basis for orienting our program towards these problems,
the Plan identifies an overall target for economic growth and
quantitative basic needs standards of achievement; these
standards represent country-wide levels of achievement that
collectively constitute~inimallyadequate acconplishments for
low and medium income countries in overcoming key problems. In
the coming years, the Agency will work with host countries and
other donors, to gain general acceptance of these standards as
a basis for focusing development efforts. Within the AID
program we will be utilizing these standards as a basis for
progra~ prioritization. It must be emphasized that AID is only
one part of the effort that will be needed to achieve these
levels. The growth target and standards are:

A. Economic Growth: Attain an annual real rate af growth
of per capita incone of not less than 2 percent.

3. Hunger:

(1) Achieve the FAC critical level of caloric intake
(1.2 x BMR) for at least YG percent of the
population in each cour.try, and

(2) Reduce the percentage of children under age five
sufferinq fro~ chronic and s~v~r~ under­
nourishrn~nt to less tnan 20 percent of rhe age
group.

C. Dis~ase and Early Dearn:

(1) Reduc~ infant morrality to less than 75/100U,

(2) For chil~ren 1-4 r~~uce ~ortalt~y to less than
lujlOOU, ana

(3) For the population as a whole, achieve a level of
life expectancy at birrh of 6U years.

D. Illiteracy and Lack of Education:

(1)' Znc(ease prinary s~no{)l enrollr:ent' to above 90
percenr fur both Days and girls, with 70 percent
of the age S[6~P co~plerins bt le~sr four years
of scnooling, and

(2) Achipvp adult literacy of 50 percent for both cpn
and wowen.
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E. Unmanageable population pressures: Enable access for
at least 80 percent of couples to a wide range of
acceptable voluntary family planning services.

AID assisted countries differ widely in the extent to which
they have attained these levels of achievement. Some countries
will be quite far frbrn these standards in almost all areas,
other ~ountries are close to attaining these levels in some
areas and may havp even surpassed the~ in a few cases. Thus~

we are establishing no universal target date by which we
believe or predict that thpse levels will be attained. Our
Objective is to see such standards incorporated into
development thinking and to move towards their attainment as
rapidly as possible.

I recognize that in SOQe areas our data Dase is inadequate.
The Plan co~~its the Agency to a lon~ tern effort to iwprove
the statistical ~nd conceptual underpinrings of t:le standards
of achievement approach. Of necessity, we must start from
where we presently stand: over time we will have a b~tter

understanding of the situation in each country with respect to
the3E' problems.

4. Conpetition for Resources

In order to wore effectiVelY use our linited resources, the
Agency intends to increasin~ly allocdtp resoUrces on the basis
of co~petition b~twe~n proposal~ d~rectec at the key proble~s

of Agency focus. Through this effort we hope to $tinulatenew
thinkins and over time provia€' srriki.llg !?Yamples of what can be

1 • •accomp.L.1.snea.

In the ~Qning ~onths, W~ will dev~lop a s~t of op~rational

guidelines fo~ thts co~petitive ~rocpss ~nd they will be
t ran S i, i :- ted '" 0 t n '? f 1. E' 1. d •

5. Specific Steps AID iiill Take to Inple~E>nt the Plan

:he app-:-ndix of t:'":e Plan details specific steps Ali.) ·,.;ill take
to carry our the ?lan.

With reapect to certain of theSe steps (e.g., t~e cUGpletion of
analyses of rh~ nungp: probles in host countries) separate
g:.iidance 1,.,'il1 be ?ro'.~i.c;;;>-d and AID/v; will previde assistance.

In rhe cODin<: ptogran cycle, C~SS reviews ...·i.ll careL.:lly attend
to the cor:paticiliry of :~ission strareglE>S ...:ith thE- ;',gency
strates;, and the wor!cwide cess guidance ~i.ll provide for the
struer-urine 0f co:;nr::··; st-!:atecv docunents in a manner tl:at
fac1.)iratei ,htS co~y~ri01.1it~: ASS and Action Plan reViews
will ~o~itar rn~ exr~nt to which ~issions are proc~~cing to
carry c~t th~ s~ecitlc steps to which the Agency has com~itted

1. to sel f.

I
j
I

1
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One of our objectives is to use the new plan to communicate our 
vision of development and our conception of how AID can 
contribute to the development process. Thus, the plan is being 
widely distributed both within the donor community and among 
the general public. USAID Missions should share the Plan 
widely with appropriate host country officials and private 
individuals. Requests for additional copies should be made to 
PPC/PB.

June 19b5.

Peter McPherson 
Administrator
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AID Strategic Plan 

Glossary

AID

ASHA

BIFAD

BMR 

CBI

CIP 

DA

ESF

FAO 

HYV 

IBRD

IDCA

Agency foe International Development, a component 
of the International Development Cooperation Agency 
(IDCA}, and the principal implementing agency tor. 
the U.S. foreign economic assistance program.

American Schools and Hospitals Abroad, a program to 
assist U.S. sponsored schools and hospitals 
overseas.

Board for International Food and Agriculture Devel­ 
opment, created by Congress in 1975 to bring 
together and match the needs identified by AID for 
its overseas programs in food and agriculture with 
resources and expertise of American universities.

Basal Metabolic Rate, the amount of energy required 
to maintain a person at rest.

Caribbean Basin Initiative, a special U.S. assis­ 
tance program for this region.

Commodity Import Program.

Development Assistance, one of the funding accounts 
in the foreign assistance budget.

Economic Support Fund, one of the funding accounts 
in the foreign assistance budget.

Food and Agricultural Organization.

High yield variety, used to describe food grains.

International Bank for Reconstruction and Devel­ 
opment, also known as the World Bank.

International Development Cooperation Agency, 
responsible for bringing development considerations 
to bear on the process of U.S. government executive 
decision making on international development, 
finance, investment, trade, technology, and other 
policy areas affecting developing countries.

IMF International Monetary Fund.
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LDC 

OBA

OECD 

OFDA

ORT 

OYB 

PL 480

PVO 

RAPID

SCI 

TOP

UNDP 

UNICEF 

USDA 

WID

Less developed county, defined in economic terms.

Official development assistance, a definition used 
in measuring international aid flows.

Organization for Economic Cooperation and Devel­ 
opment.

Office of Foreign Disaster Assistance, the office 
within, AID responsible for administering the U.S. 
foreign disaster assistance program.

Oral rehydration therapy, used in the treatment of 
diaKrheal diseases.

Operational year budget, indicates fiscal year in 
progress.

Public Law 480, the legislation governing the U.S. 
food aid program.,

Private voluntary organization,,

Resources for Awareness of Population impact on 
Developnetnt, a visual presentation on population

A special AID program mandated by the Congress to 
stimulate innovative scientific research on prob­ 
lems that confront developing countries.

Trade Development Program, a component of IDCA, 
established in 1980 to provide a mechanism to 
simultaneously facilitate third world development 
and to increase United States exports.

United Nations Development Programme. 

United Nations Children's Fund. 

United States Department of Agriculture. 

Women in Development.

World Bank The International Bank for Reconstruction and Devel­ 
opment (IBRD).
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AID STRATEGIC PLAN 

Summary

AID'S ultimate goal is a world in which economic growth and 
development are self-sustaining and the extremes of poverty 
have been eliminated.

The long range foreign policy objectives of the United 
States are best served by a world of sustained economic 
development and general numan well-being.

Our task is to help poor people help themselves through 
enhanced opportunity. Universally, individuals strive to better 
their lives within the limits of the resources available. In 
the long run, it is economic growth that will produce an era of 
plenty where basic needs are met.

Increasing the opportunities available to the poor by 
expanding the base of such opportunities is fundamental to 
overcoming and reversing uycles of hunger, disease, and lack of 
education.

Broad based economic growth with increased employment and 
higher agricultural production will provide income for better 
meeting basic human needs; such economic growth serves as the 
backdrop for sustained development.

AID is committed to helping developing countries in their 
efforts to meet basic human needs — to overcome the problems 
of hunger, illiteracy, disease and early death. These problems 
are central to much of the human misery in the world today and 
are ma]or obstacles to the release of the creative energies of 
individuals everywhere.

Our efforts must impact on the most oasic problems and in 
countries, as well as regions, where the poor will benefit. 
"Growth" cannot oe removed from efforts to overcome the 
specific problems of hunger, illiteracy and early death. 
Indeed, they must be inseparable components of development.

It must be recognized that not all countries will be 
equally prepared to move forward along the lines we nave 
identified. Country and regional differences will oe taken 
into account in designing AID assistance programs.

The Agency has identified five problems on which we will 
focus our efforts: inadequate income growth; hunger; health 
deficiencies, especially infant and child mortality; illiteracy 
and lack of education; and unnanageable population pressures.

This program focus is consistent with the best of past AID 
activities — those wnich have produced long-term, positive 
results. The program continues to be concerned with basic 
human development needs.
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What has been modified is the approach or means to solving 
these fundamental development problems. vie are focusing on 
systemic changes that reach far beyond — yet positively affect 
— the beneficiaries of specific projects.

In devising a long-range development strategy, AID has 
reoriented its approach to emphasise four basic programmatic 
components:

1. Policy dialogue. When a country requests our help, we 
work with its leaders to design and implement policy 
reforms that will permit development to succeed.

2* Institutional development and training. We encourage 
and assist with the building of institutions that help 
the people directly concerned — and in which they are 
active participants. These include everything from 
local credit unions and school boards to democratic 
selection of leadership.

3. Technology: research, development and transfer.
Through both U.S. and host country institutions, we 
promote technology development directed at thira world 
problems. Special attention viill be given to the 
application of modern research tools, such as biotech­ 
nology, to removing major impediments to development.

4. Reliance on the private sector and markec forces. We 
encourage governments to place "greater reliance on 
free market forces and the indigenous private sector 
as the principal engines of sustainable development.

These policy approaches, when applied to the problems of 
AID'S emphasis, promote self-sustaining development and prog­ 
ress toward goals shared by host countries.

In order to give greater clarity and focus to AID's 
efforts to deal wj,th these problems and in order to provide a 
comnon framework for our development efforts, AID has 
identified an overall carget for economic growth and 
quantitative basic needs levels of achievement. Reaching these 
levels of achievement can only be brought about through the 
collective efforts of the host country and all donors; AID is 
only one small part of the development process.

1. Economic Growth: Attain an annual real rate of growth 
of per capita income of not less than 2%.

Such growth is to oe reflected in increases in 
employment, income, and agricultural production. The 
Agency views broad-based economic growch as essential 
if developing nations are to meet *_he basic needs of 
their people. Such economic growth must be of a type 
that is reflected in increased income to low income 
people; if not, then it will nave failec; to improve 
their capacity to satisfy their basic needs.
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Economic growth which provides more ]obs and higher 
incomes serves as an overall backdrop against which we 
will look to measure progress in assuring that devel­ 
opment is sustained. This is a sine qua non if a 
country is to be successful in attacking the basic 
needs problems faced by those at the lower end of the 
economic spectrum.

2. Hunger: Achieve the UN Food and Agriculture Organ­ 
ization (FAO) critical level of caloric intake for at 
least 90% of the population in each assisted country. 
Reduce the percentage ot children under age 5 who 
suffer from chronic and severe undernourishment to 
less than 20%.

3. Disease and early death: Reduce infant mortality to 
less than 75/1000live births; for children 1-4, 
reduce mortality to less than 10/1000; for the pop­ 
ulation as a whole, achieve a level of life expectancy 
at birth of 60 years.

4. Illiteracy and lack of education: Increase primary 
school enrollment to 90% for boys and girls, with 70% 
of the age group completing at least four years of 
schooling; provide skills training compatible with 
development requirements; achieve adult literacy of 
50% for ooth men and women.

5. Unmanageable population pressures: Enaole access for 
at least 80% of couples to a wide range of acceptable 
voluntary family planning services, thus enabling them 
to make their own decisions. Abortion is not 
considered an acceptable method of family planning.

These are minimum standards — challenging for some AID re­ 
cipients, already attained by others. Although the intensity of 
basic proolems varies by country and region, no recipient of de­ 
velopment assistance has reached the point where these problems 
are no longer significant constraints on development. Many 
countries should be able to reach these standards oy the year 
2000.

Clearly, achieving even these levels leaves much to be 
accomplished, nor are they the only appropriate measures of 
success. Some of the problems are more acute in some countries 
than in others. Tnese standards provide a focus for AID's 
programs and benchmarks against which progress can be measured. 
The statement of these standards provides a clearer vision of 
the direction in which this agency is, and should be, heading.

Collectively they constitute a basic needs threshold, and we 
will concentrate our efforts on helping host countries attain 
at least this threshold of achievement. He will encourage 
other donors and host countries to look ^t ultimate development 
concerns in the context of these or related standards.



It must be re-emphasized tnat AID is only one small part of 
the dtvelopment process. Moreover, in relation to the scope of 
the development problems facing third world countries, overall 
donor resources are limited. AID and! other donors can provide 
help, but the primary responsibility for overcoming development 
obstacles lie? with the developing countries themselves.

This strategic plan does not assume a substantial increase 
in the level of U.S. assistance. Though we expect to see 
higher aid levels over the long-term, current limitations on 
the U.S. foreign assistance budget are well known. The plan 
charts the increasing concentration of U.S. economic aid on key 
development problems where U.S. assistance can make a differ­ 
ence and where the results will have a significant impact.

Under certain circumstances, U.S. foreign policy interests 
oay dictate that assistance be provided outside the framework 
of specific goals outlined above. Assistance must be coordinated 
witn other policy interests of the United States, and recent 
years have seen a working relationship consolidated between AID 
and th»» State Department which facilitates that coordination.

To the inpact of AID'S assistance, we are:

Working towards closer col laceration with multilateral 
development institutions and other donors;

.v,r
n«; not

continJe

lit'*-1 it >*

inu recipient countries to take a raore active 
role to assure coordination, as tne ultimate respon­ 
sibility lies witn the host country itself;

More tally integrating the variety of AID resources 
incijuinq Development Assistance , Econonic Support 
•'•«nd, Food, Aid (PL 4aO), Ar.encan Scnools and 
U<K p ltd l.> Abroad, and Disaster Assistance (OFDA); and,

;5f.'^king oetter coordination of these resources witi 
jtitdc U.S. government econonic assistance instruments, 
tor exar.ple: programs of tne Overseas Private Invest- 
..*>nt Corporation, tne Peace Corps, Export-Import Bank, 
Trade ana Development , and others.

;*.;>v*_o j*'a/ fro:. reduce* transfers in our Oevel- 
CDA) program to a each greater erapaasis on 

assistance and self nelp. Resource transfers will 
in tne Economic Support Fand (ESF), out are oeing 

to policy refar;:;, Jot of p.arket force,*, 
ent, and research, development and 

m >£ practical keen no! >qv.

.: ••>>, conriirft»?nt witn tne £rv»;>^*'urk
IV-.-.- , We will ae ^eekinu j.u
. "*:•*.* are allocateu by competition

' i !-", ti:.is aliowing ua to 
'•. " j r .ir.isintj .jevelopnent e

rJ.S. foreign policy 
"" * -.'Xtent tu v/nich 

specific f.mdifvq
tr.e



I. Introduction

AID is a development agency formed to promote the long-range 
foreign policy objectives of the United States. The basic pur­ 
pose of AID is the promotion of growth ana development. This 
should be done in a manner such that the basic human needs of 
the people within less developed countries are met and overall 
economic progress occurs. In so doing AID contributes directly 
to the overall foreign policy of the United States. AID has 
diverse responsibilities that often extend beyond this basic 
purpose, and these diverse responsibilities must be undertaken 
faithfully and effectively.

This document is the Agency's first long-term strategic 
plan. It is designed to focus and guide Agency activity: it 
provides a framework for Agency activity; it identifies the 
key development problems to be focused on by the Agency; it 
establishes medium- and long-term objectives; and it describes 
the means the Agency will employ in pursuing these objectives.

Within this general framework we have developed strategies 
for each of the geographic regions within which AID works, and 
foe individual country programs. There are considerable differ­ 
ences among the regional and country strategies, but all are 
directed toward the solution of basic development problems.

AID is only one part o£ the development process, and while 
we can contribute to the achievement of the general objectives 
that have been established, in the final analysis it is the 
developing countries themselves that must be the prime actors. 
Other donors also play critical roles, among them the World 
Bank, UN organizations, and the OECD nations.



A1D carrier out development activities in Africa, Asia, the 
Hear East and Latin America. There is a marked difference be­ 
tween the circumstances in one region and those in another. For 
instance, in most African countries less than a quarter of the 
adults .'an read and write, while in Latin America adult literacy 
rates tie frequently above 70 percent. Even within the same 
region, thet'e are enormous differences among countries. Life 
expectancy at birth in Sri Lanka is 66 years; in Bangladesh it 
ij» only 46 years. Moreover, even at similar income levels some 
countries have been strikingly more successful than others in 
rilininati-'.g the worst aspects of poverty. For example, the 
infant moitality rate in Jamaica is only 16/1000, well below 
that of otner developing countries at similar income levels.

In post AID-assisted countries, the bulk of the population 
is rural, agriculture provides most of the employment, and the 
most serious poverty is in the countryside. However, in some 
countries fiere has been a vast increase in the urban 
population; in some cases a ma3ority of the population now 
lives in urban areas. Thus, while we will continue to concen­ 
trate on agriculture and rural development, we also will be 
increasingly concerned with urban problems, especially in the 
areas ot healtn, education and employment,

While carrying out different activities within each 
country, with different levels of assistance, and having 
somewhat different emphases on a regional basis, AID has 
establisned a single coherent framework for its activities. 
Coherence 1*5 provided by the fact that despite regional and 
country differences, the AID program is focused on a single set 
of fundamental problems: inadequate income growth; hunger; 
health deficiencies, especially infant and child mortality; 
illiteracy and lack of education; and unmanageable population 
pressures.
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This is in a continuum with the past — an emphasis on basic 
human development needs and a recognition that development is a 
long-term process.

With respect to these problems, AID has identified 
worldwide country-level standards of achievement which we 
believe can be accomplished in many countries by the year 2000, 
if there are concentrated efforts by the host countries and the 
donor community. These norms provide a unified approach. With­ 
in each region and each country, as resources are available, 
AID will concentrate on those problems that are most acutely 
below the norm levels. Not all countries will achieve all of 
the standards at an equal pace. Some countries already are 
above these norms in certain areas; even those have substantial 
room for improvement. The identified levels merely indicate 
development progress, not completion of the task.

In achieving progress with respect to these problems, it is 
necessary that there be sustained economic growth, increased 
productivity and employment.

While w« recognize that in many areas quantitative 
measurement is quite weak and will have to be strengthened, the 
establishment of a set of standards for AID assisted countries 
for the year 2000 will help give greater unity to AID program­ 
ing, will provide added impetus to our approach to development, 
and will establish benchmarks for assessing performance of 
individual countries.

In addition, as noted in section V.D, we will search for 
ways of programming that will increase the extent to which 
resources are directed to the most promising efforts to achieve 
these standards.
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While the Agency continues its focus on basic needs, what 
has changed is our way of approaching these fundamental develop­ 
ment problems. We are seeking to achieve systemic changes in 
recipient countries that reach far beyond the direct benefici­ 
aries of specific projects. We are concerned with the funda­ 
mental structures within which development occurs. Our concern 
is with policies, institutions, technologies, free market forces 
and the involvement of the private sector. How a country treats 
these issues is the essential factor in stimulating or blocking 
development.

Over the past three years AID has stressed the importance 
and the coherence of four aspects of Agency policy and strategy: 
policy reform, institutional development, the private sector, 
and technology research, development and transfer.

The Agency has brought to the fore the notion that long-term 
development depends heavily on the nature of domestic economic 
policies followed by developing countries. We have broken with 
any assumption that government is in all areas the most effec­ 
tive agent of development change. We are stressing the contri­ 
bution that human energies and initiatives through the private 
sector can make to solving development problems. Institutional 
development, which has been part of AID'S approach since its 
beginnings, has been modified to include the idea that some­ 
times what is required is "building down" institutions rather 
than building them up, (e.g., decentralizing and eliminating 
or privatizing parastatals). Training is emphasized as a key 
element of institutional development. In the area of technology 
development and transfer we are seeking dramatic breakthroughs 
in such areas as biomedical research, agriculture, fuelwood, 
and family planning.
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Our basic mode o£ assistance is the Development Assistance 
program, governed by the development framework contained in the 
Foreign Assistance Act. The Economic Support Fund (ESF) also 
constitutes an important portion of the resources administered 
by the Agency. ESF is assistance provided to meet economic, 
political and security objectives. ESF financing is a flexible 
means of assistance, covering diverse circumstances. —

Most of the countries to which ESF assistance is extended 
face significant basic needs problems. The promotion of pat­ 
terns of development that will overcome these problems is 
central to U.S. foreign policy objectives. Thus, as directed 
in the Foreign Assistance Act, to the "maximum extent feasible" 
AID seeks to apply this strategy framework to ESF.

In addition, the Agency administers the PL 480 food aid 
program, working closely with USDA, and is increasingly inte­ 
grating that program with the objectives and approaches to 
assistance set forth in this strategy statement. Section 416 
of PL 480 makes it possible to donate dairy products owned by 
the Commodity Credit Corporation (CCC) through U.S. public and 
private non-profit humanitarian organizations to assist needy 
people outside the United States. This authority, along with 
the CCC credit guarantee program, broadens the capacity of the 
United States to respond to food aid needs.

In addition to consideration of development needs, 
country allocation decisions consider a variety of 
factors mandated by statute, including the recipient's 
general alignment on international issues (one test of 
which is the UN voting record), the recipient's 
commitment to drug enforcement activities, and, for 
ESF, strategic and political considerations.
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Advanced developing countries require a different approach 
and relationship. While they may no longer require or qualify 
for concessional assistance, the United States retains a strong 
interest in their further development and in the maintenance of 
a strong development relationship with them. We seek linkages 
in the areas of trade, finance, technology, and cultural and 
political development. We will consider, as resources are 
available, the establishment of linkages between U.S. public, 
private and voluntary institutions in research and education 
and their counterparts in the advanced developing countries.

In carrying out its development efforts AID works closely 
with the authorization and appropriations committees of the 
Senate and House. We draw heavily on the insights and 
expertise of private voluntary organizations (PVOs), which have
become an integral part of the Agency's development

2/ approach. — We also rely heavily on the valuable guidance
and assistance of the university community, and the Board for 
International Food and Agricultural Development (BIFAD).

Special emphasis will be given to enhancing the colla­ 
borative working relationship with the Peace Corps at both the 
policy and project levels. — This cooperation has proven

2/

3/

See AID Policy Paper on Private and Voluntary 
Organizations, September 1982; Policy Determination on 
AID U.S. Cooperative Organization Relationships, March 
30, 1980; AID Discussion Paper No. 12, 1982, "Turning 
Private Voluntary Organizations Into Development 
Agencies;' and Policy Determination on Cooperative 
Development (to be published in 1985).

See AID - Peace Corps Memorandum of Understanding, 
March 1981; separate Memoranda of Understanding have 
been issued covering sectoral programs.
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valuable to both agencies and increases the impact o£ the U.S. 
in attacking development problems, particularly at the village 
community level in rural areas.

Under certain circumstances U.S. foreign policy interests 
may dictate that assistance be provided outside the framework 
of specific goals outlined herein, and the plan reserves the 
flexibility to be responsive to such special circumstances when 
they arise.

II. AID's Objectives

AID'S ultimate objective is nothing less than a world in 
which extreme poverty, hunger, illiteracy and illness are 
essentially eliminated, a world in which free nations associate 
together on a basis of economic self-reliance.

With such economic conditions, AID believes, the world will 
more closely approach our political ideal: a world of a secure 
peace, a world in which democratic forces within each nation 
assure respect for human rights and political and economic 
freedoms.

But such an ultimate objective, or vision, is too broad to 
provide an organizing strategy for AID programs. In order to 
give greater clarity and focus to AID'S efforts to deal with 
the key problems identified above, and in order to provide a 
common framework for our development efforts, AID has identified 
an overall target for economic growth and basic development 
needs levels of achievement as follows:
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1. Economic Growth; Attain an annual real rate of growth 
of per capita income of not less than 2%.

Such growth is to be reflected in increases in 
employment, income, and agricultural production. The 
Agency views broad-based economic growth as essential 
if developing nations are to meet the basic needs of 
their people. Such economic growth must be of a type 
that is reflected in increased income to low income 
people; if not, then it will have failed to improve 
their capacity to satisfy their basic needs. We are 
not just speaking about growth of GNP, out growth in 
employment.

Economic growth which provides more jobs and higher 
incomes serves as an overall backdrop against which we 
will look to measure progress in assuring that develop­ 
ment is sustained. This is a sine qua non if a country 
is to be successful in attacking the basic needs 
problems faced by those at the lower end of the 
economic spectrum.

2. Hunger; Achieve the FAO critical level of caloric 
intake {1.2 X BMR) for at least 90 percent of the 
population in each country. Reduce the percentage of 
children under age five suffering from chronic and 
severe undernourishment to less than 20% of the age 
group.
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Tne following graph — shows the percentage of the 
population that has at least the critical intake levels.

Estimated Sharo of Population Moating Critical Lavol of Caloric Noad
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5/ Adequate data on the extent of world r.-nger are not 
presently available; AID is connitted to a signif­ 
icant improvement of the conceptual and statistical 
anderpinnings in this area.
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3. Disease and £arly__ Peach: Reduce infant norcality to 
lass cr.an "5 1000 live oircns. For cnildren 1-4, 
ired-ce rorcality ro lass chan 10 1000. For che 
population as a wnoie, acnieve a level of life 
expectancy at cirtr. of 60 years.

Tr.e following gracr.s snow infant r.ortaiiry levels and tne 
level of life expectancy at oirtn in relacion co the proposed 
standards. »«'ot:e cne differences ar.ong countries at sinilar
ir.core levels.
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4. Illiteracy ana LacK oc Education: Increase enr.ary 
scr.ool enrollment co aoove yb percent for ootr. coys 
and girls, wicn ~*u% of tr.e age group corpleting at 
least four years of schooling. Provide SKills train­ 
ing corpaticle witr. aevelopr.ent requirerents. Raise 
adult literacy acove 50 percent for cotrx r.en and wor.en.

Tr.e following , grapr.s snow levels of enrollrent in AID 
assisted countries in relation to tne proposed standards. Note 
tne differences ar.ong countries «itr. low per capita incor.e.
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5. Unnanageap^e Population Pressures? Enaoie access for 
at lease SC% of couples to a wide range of acceptaole 
voluntary faruiy planning services, thas enaoling then 
to r.ake tneir own decisions. Aoortion is not consider­ 
ed an acceptaole r.ethoa of far.ily planning.

Couptos With Acctts to Voluntary Family Planning Methods 
S*l«ct*d A.I.D. Itociptonts
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Collectively cnese standards provide an operational 
definition of rr.in.rr.aiiy adeqaave levels of acnievenenc for 
countries at low and moderate levels of incoce. Tr.ey constitute 
a general cnreshola of acniever.enc to oe used in looking at 
areas of concern. AID will worK witn nost countries and otner 
donors to gain acceptance of tr.ese norns and to develop prograns 
to acr.ieve tnen. In allocating its oudget resources, consistent 
with foreign policy oojectives, AID will sapport comprehensive 
efforts to reacn tr.ese levels of achievement.

While tnese levels of oasic needs acnieveir.ent are all 
attainaole, and nave oeen reacned in part in sor,e AID-assisted 
countries, tney r.ay not oe attainaole in the sar.e tirr.efrar.e, 
nor will all oe attained sir.Jltaneoasly in eacn AID country. 
For exanple, it is likely tr.at in nany AID-assisted countries 
tne nunger Drooler* will rer.ain acute well into the 21st century.
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Uhile we are not specifying any "target date" by which we 
believe these standards will be universally fflet, we have set 
the year 2000 as a reasonable timeframe within which to focus 
efforts to move towards these levels of achievement. We will 
work with countries in those areas of greatest need and where 
there are significant opportunities to achieve results. We are 
proposing that donor agencies and host countries alike concep­ 
tualize the development task in terms of efforts to reach these 
standards of achievement.

In focusing on these basic concerns, emphasis must be given 
to indirect approaches as well. For example, attention must be 
given to development of an indigenous private sector to broaden 
a country's resource base and fuel the engines of economic 
development. Attentior nust be given to the effecc of devel­ 
opment on the environment and on conservation and the appro­ 
priate use of natural resources. Opportunities for women nust 
be given attention. Training programs are required in many 
countries to strengthen institutional capacities, increase 
productivity, raise incomes and expand the resources that can 
be devoted to education and health programs. When countries 
face short term balance of payments difficulties that could 
result in restrictions or setbacks to growth, financial aid, 
such as resource transfers under ESF, can be very important to 
provide a bridge and permit development to continue.

Either directly or indirectly, AID resources impact on the 
basic goals in this strategy; the goals provide a vision of 
the future and the framework for action.

AID's program is and will continue to be balanced among these 
five areas; within different regions and countries the emphasis 
will differ depending on the specific development circumstances 
of the countries involved.
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III. AID'S Approach to Development

The conditions of lack of income, hunger, illiteracy, 
disease and early death will be reduced by economic devel­ 
opment, not by unending resource transfers or some form of 
welfare. While the less developed countries (LDCs) are nations 
that vary greatly in their natural and human resources, we 
believe nearly all have the inherent capability, through sound 
policies and their own efforts, stimulated by international 
assistance, trade, and investment to become self-reliant 
economically.

An emphasis on long-tern: development does not mean that AID 
does not recognize the need of many people for immediate human­ 
itarian assistance, especially for food. Human misery exists 
and we cannot stand by. Moreover, from a development per­ 
spective hunger depletes energy levels, increases premature 
death and sets back development, conversely, a well-fed infant 
and child population has the capability of growing, learning 
and leading its country's economic growth. Consequently, 
carefully targeted food aid, including an emphasis on maternal 
and child nutrition as well as providing traditional U.S. 
humanitarian assistance in disaster situations, remains a part 
of AID'S development program.

However, it must be clear that we --"e concerned with 
development, not dependency. Within each C(. xtry there needs 
to be a fundamental evolution of social and economic life that 
will make it possible for the country to meet the needs of its 
own people, on a sustained basis, ultimately out of its own 
material and human resources. To this end, there must be an 
expansion of productivity, income, and employment. In many of 
our programs the key element will be a focus on productivity.
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As a development ideal, concern with fundamental needs does 
not stand in contrast to growth: rather, meeting these needs 
will result in the most rapid elimination of the worst aspects 
of poverty. Our focus is on structural changes in economies 
that will continue to bring improvement in these basic areas of 
need. It implies a concern r'or economic stability and for 
increased productivity, income, and employment, and a concern 
for policies that will lead to strong and growing economies.

»> 
AID seeks to help bring about fundamental, systemic

change. The purpose of our assistance and projects will in 
every instance seek to go beyond impacts on a small group of 
people directly affected by our efforts. The major components 
of this approach are: policy dialogue, institutional develop­ 
ment, utilization of the private sector, and technology 
research, development and transfer.

A. Policy Dialogue -

The Agency is convinced that long-term, equitable 
development depends heavily on the nature of the policies 
followed by developing countries. It is our observation that 
bad economic policies hurt poor people and reduce development 
prospects. This is as true for ,?.acro-econonic policies as it 
is for policies in specific sectors.

For instance, in many Third World countries, a-s a result of 
governmental price setting, farmgate prices are too low to 
stimulate needed rood production. Without adequate prices for

.§/ AID Policy Paper on Approaches to the Policy Dialogue, 
December 1982 outlines in detail the characteristics 
of the Agency's approach to policy dialogue, and 
clarifiec terms and limits to policy discussion.
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farm products, efforts to increase output will be undermined; 
measures for expansion of production, such as fertilizer use, 
unproved seeds, and capital investment will be absent; invest­ 
ment in research, extension, or agricultural infrastructure will 
be wasted; and farm families will be condemned to continued 
poverty. Furthermore, taxes, especially taxes on income and 
production, are often so high that they discourage growth. —

Likewise, artificially low exchange rates distort economic 
decisions. The usual result is a shortage of foreign exchange, 
requiring rationing by the central bank, allocations based on 
political favoritism, and hidden subsidies. Such economic poli­ 
cies, whatever their intent, discriminate against poor people.

There is a whole range of policy issues, both economic and 
non-economic in health, family planning and education which are 
of interest to AID. In addition, in view of the linkages be­ 
tween energy use, economic development and satisfaction of basic 
needs, special attention is also given to the development of 
sound energy policies, covering production, consumption and

u /
conservation. —

Because of its field mission structure, AID is in a unique 
position to enter into policy dialogue with host country 
governnenls. Given our commitment to overcoming the worst as-

7/

8/

See AID Policy Paper on Pricing, Subsidies, and Re­ 
lated Policies in Food and Agriculture, November 1982 
for a detailed discussion of the Agency's policy in 
this area.

See AID Policy Paper on Energy, January 1984.
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pects of poverty and our approach to development we bring a 
distinct perspective to policy discussions. The point of such 
dialogue is to achieve agreement on the nature of key policy 
constraints to basic development and on practical changes the 
host country can make with support from AID and other donors. 
The adequacy of the policy framework will be an important 
consideration in Agency funding decisions on program and 
project proposals.

AID missions, as a regular part of their program, are to 
make such policy dialogue a central part of their development 
strategy. Policy issues are to be integrated with AID efforts 
at the project level. Each mission is now required to include 
an annual policy dialogue plan in its planning documents.

9/ B. Institutional Development —'

AID has a long tradition of helping to create and improve 
the institutional capacities of the people of the developing 
countries. —' This occurs in a wide variety of contexts, 
such as extension services, research institutions, population 
planning, health care, and education systems. Training to help 
build an indigenous analytical capacity to conceive, plan, and 
implement development strategies and programs is a very import­ 
ant component of institution building. The principal objective 
of these efforts is to develop human resources and use them 
effectively in sustainable institutions. U.S. educational

See AID Policy Paper on Institutional Development, 
March 1983, for a full discussion of Agency policy in 
this area.

See AID Discussion Paper No. 11, 1982, "Effective 
Institution Building: A Guide for Project Designers 
and Project Managers Based on Lessons Learned from the 
AID portfolio."
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institutions constitute a major asset in providing this 
training, and we will be expanding this aspect of our program.

Our approach to institutional development is pragmatic: we 
are looking for structural frameworks that produce results. 
This may require simpler institutions — building down rather 
than building up, decentralizing and encouraging greater reli­ 
ance on private and voluntary efforts rather than on public 
institutions. It also will require reducing unit costs in 
delivering social services and increasing cost recovery through 
user charges, to stretch scarce public resources.

The development experience of the past two decades 
indicates that the impact and sustainability of public sector 
investments can be significantly improved if local citizens 
assume a role in needs assessment, project design, and imple­ 
mentation. Too often governmental organizations and programs 
are out of touch with the reality of development needs, and the 
problems and perspectives of low income groups. Local partici­ 
pation (in both urban and rural areas) is essential in adapting 
development priorities, designs, and implementation strategies 
to particular contexts, and in communicating to planners local 
needs, constraints, and priorities. Participation of this sort 
helps ensure that public policies and programs are consonant 
with and supportive of private production and investment.

Local involvement in the development process also enables 
communities to provide a range of private resources (labor, 
materials, money, leadership) that can facilitate and guide 
both government financed and private sector programs. Equally 
important, community level involvement may contribute to the 
management and maintenance of new programs, which can help 
defray recurrent costs.
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Finally, and pechaps most importantly, beneficiaries 
themselves must invest their own time and resources in, develop­ 
ment efforts to begin the process of indigenous investment and 
reinvestment which marks the beginning of a successful develop­ 
ment initiative and makes possible the termination of donor 
support. For this process to be effective, policies and 
programs are needed to encourage the mobilization of local 
savings, and a measure of control at the local level.

Although we have learned from previous experience, '-.here is 
room for substantial improvement in the effectiveness of insti­ 
tutional development efforts. AID is committed to social 
science research to further enhance our understanding of the 
key factors that determine institutional performance.

C. The Private Sector —'

AID believes there are many things that government cannot 
do, or cannot do well. We reject the idea that government is
the sole instrument for delivering the goods and services vital

12/to the development effort. —We seek the fuller partici­ 
pation of the private sector as an engine of growth. Private 
institutions can become self-sustaining without requiring 
continued infusions of public funds.

See AID Policy Papers on Bureau for Private Enter­ 
prise, March 1982, and Private Enterprise Development, 
Hay 1982.

12/ por further discussion on how the private sector has 
been used to deliver goods and services, see AID 
Discussion Paper No. 14, 1982, 'Private Sector: Ideas 
and Opportunities;" and AID Discussion Paper No. 16, 
1983, "The Private Sector, The Public Sector, and 
Donor Assistance in Economic Development."
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As recommended by the President's Task Force on Inter­ 
national Private Enterprise, we are seeking to increase the 
ways in which we channel assistance to and through non­ 
governmental organizations, including non-profit and tor-profit 
entities. In particular, we are increasing efforts to expand 
private sector involvement in areas where government has often 
not been successful, such as distribution of agricultural 
inputs and extension services. We will be testing the 
capabilities of the indigenous private sector to manufacture 
and market inputs for health and population programs (e.g. oral 
rehydration salts and contraceptives).

The scope is large. In almost all Third World nations, the 
vast bulk of income and employment is generated by the 
activities of private producers. This is true in the 
agriculture sector as well as in manufacturing and services. 
Moreover, most employment and self-employment occur within 
small productive units, whether farms or machine shops.

A healthy private sector, one which will most effectively 
contribute to rapid and sustainable development and the over­ 
coming of fo'/erty, requires the free play of market forces. 
Too often government intervention limits incentives to increase 
production, as occurs regularly in agriculture, or leads to 
unemployment, as occurs when artificially low interest rates or 
high tariff barriers contribute to capital intensive modes of 
production. AID is seeking the fuller use of market forces to 
promote basic needs objectives.

D. Technology Research, Development and Transfer

"New technology" frequently connotes complex, expensive 
efforts to solve esoteric problems. But 'new technology" also 
may be used to develop inexpensive methods of solving age-old
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problems, solutions that can be disseminated to people every­ 
where. The development of high yield variety (HYV) grains that 
led to the Green Revolution is one example. Another is the 
breakthrough in oral rehydration therapy (ORT), a new but 
simple health technology that is capable of bringing about 
dramatic reductions in infant and child mortality.

AID intends to be a leader in supporting the development 
and dissemination of new technologies. For example, priority 
research attention by AID is being given to the testing of a 
malaria vaccine, and to the development of high yielding grains 
in Africa. Our focus is on the creation and application of 
technology appropriate to circumstances of the LDCs.

Sustained development requires an indigenous capacity to 
adapt, create, and apply a continuing stream of appropriate 
technologies to the problems of health, population growth, 
hunger, illiteracy, unemployment, and labor productivity. 
Moreover, their dissemination and actual utilization requires 
that they be economically and financially sound, capable of 
withstanding the test of the market. '

But the decisions on which technologies to develop, and for 
whom they should be adopted, are not purely technical decisions. 
They are fundamental policy choices that nations make in the 
development process. We have found that too often, for the 
poor, there are no technological packages to extend, and that 
research has not been focused on their problems.

Research thus takes on added importance and AID intends to 
give greater emphasis to research as a fulcrum of technology in 
development. We have identified five critical research areas 
that will receive major AID attention in the coming years:
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Agriculture: Improved techniques of water 
management; identification and development of 
new and hardier plant species, especially those 
that can be cultivated in arid and semi-a?id 
areas; crop and animal protection; research on 
agricultural policies.

Health: Biomedical research to improve pre­ 
ventive measures such as vaccines as well as to 
develop more efficient diagnostic techniques.

Family Planning; Biomedical research on improved 
natural family planning methods and other contra­ 
ceptive methods and techniques.

Fuelwood Production and Related Energy Conversion 
Technologies; Multi-purpose fuelwood species, 
soil-site relationships; biotechnology of fuel- 
wood species; bioraass production systems; 
commercial bioenergy systems, charcoal combustion 
systems, low-cost cooking and heating systems and 
techniques; and small and mid-sized wood 
gasifiers.

Social science research; Research on key factors 
that make for effective institutional performance, 
including incentives, accountability and institu­ 
tional reform.

Increasing attention will be given to commercialization of 
technology. Technology that can meet the test of commercial­ 
ization, whether it is a method of disease control or a new 
food crop, will spread much more rapidly than technology 
dependent on public budgets, whether those of donor countries 
or of LDCs.
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As a means cf enhancing the efficiency of AID-supported 
research and certain other program interventions, the Agency 
has developed a programming concept that identifies 'common 
themes* among countries and regions facing similar problems. 
Linkages are established among institutions in the developing 
countries and the United States to work on common problems with 
greater efficiency.

IV. The AID Program 

A. Problem Focus

Development problems are extremely complex and most are 
interrelated. It is, therefore, necessary to carefully select 
the strategies to employ to address these problems.

For instance, the elimination of hunger involves not only 
food production, but factors such as household income, food 
consumption pitterns, and the cost of energy to poor house­ 
holds. The extent of hunger also depends importantly on the 
rate of population growth, distribution patterns, overall 
demand for labor, and general economic stability. Further, the 
exact contours of the problem differ from country to country.

Preventing early death involves improved nutrition, access 
to primary health services with a relative emphasis on preven­ 
tive aspects, adequate shelter, potable water and sewage 
systems, and related approaches.

Overcoming illiteracy and the lack of adequate education 
requires expanded access for boys and girls, from both rural 
and urban areas, to basic education; and it requires increasing 
the nuraber of trained teachers, technicians, analysts, and 
managers and administrators needed to sustain development.
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With these factors in mind, AID nas chosen five key problems 
as the focus of its assistance efforts: inadequate income 
growth; hunger; health deficiencies, especially infant and 
child mortality; illiteracy and lack of education; and unman- 
ageeble population growth. The choice of thesa problems 
reflects several factors: our ultimate concerns, our under­ 
standing of the dynamics of the development process, and our 
assessment of where AID can have the greatest impact.

1. Inadequate income growth

Progress in dealing with the problems of hunger, early 
death and disease cannot be effectively sustained in a context 
of economic stagnation or disarray. We estimate that an annual 
rate of growth of real per capita income of not less than 2% 
will be required to effectively support development efforts.

We are concerned to promote such economic growth as will be 
reflected in a reduction in uoth unemployment and underemploy­ 
ment and in increased income for low income people. Such 
economic growth will not oe possible if Tmrd World countries 
face chronic financial crises. AID efforts in tnis area will 
focus on two sub-problens: anenploynent and underemployment; 
and financial instability.

13 •- 
a) Onemploymenc and Underemployment —

Unemployment and underenploynent witn resulting lack of 
income impacts across tne spectrar. of oasic needs. Neitner 
human dignity, a sense of individual purpose and wortn, nor

13/ A;;) Policy Paper on Erjpi.Dyr.enr is now in preparation 
and is expected to oe paolisnea in 19o5.
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material well being are within the reach of the chronically 
unemployed and underemployed. Low productivity of workers is a 
fundamental cause of low earnings. Poor policies and mis­ 
directed investniencs are major causes of low employment 
growth. Without increased employment and income, prospects for 
improved quality of life are dim and the burden of paying for 
solutions to hunger, health and education problems rests on 
over-pressed governments.

Self-sustaining answers to the problems of poverty require 
a productive and self-reliant population. Economically viable 
jobs appropriate to the levels of education and skills training 
of the poor enable them to generate the income necessary for 
meeting basic needs.

In many Third World countries the level of unemployment is 
already high. In other countries the problem may be disguised 
by high rates of underemployment. LDC labor force growth is 
expected to be rapid, and there is a high likelihood that 
unemployment and underemployment levels will rise. Lack of 
productive jobs in rural areas is expected to increase internal 
migration to the cities, particularly of younger men, and to a 
lesser extent younger women. Urban unemployment is expected to 
grow; in some regions the bulk of the increase in the labor 
force will occur in urban areas. Limited demand for labor will 
retard integration of women into the development process, and 
there is a danger of new technologies displacing female workers.

AID is committed to efforts to increase rural non- 
agricultural employment through technical assistance, training 
and rural credit programs directed at the promotion of rural 
enterprise in market towns and regional centers. In addition, 
expanded agricultural development will have direct and indirect 
employment impacts which should help retard migration to urban 
areas.
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Education, both at the level of basic literacy and job- 
related skills training, assists in the expansion of employment 
opportunities. As skill levels improve, employers will have 
available a population of prospective employees in skilled and 
semi-skilled vocations.

Ultimately, and of most importance, employment opportuni­ 
ties are limited by prevailing economic policies — policies 
which serve as a barrier to private investment and job crea­ 
tion. Most less developed countries have a comparative surplus 
of labor resources. Yet substantial barriers exist to capital 
flows, internal and external, inhibiting investments that can 
create employment. Other policies have the effect of encour­ 
aging capital intensive technologies and industries that fail 
to use the labor resources of the developing countries.

Most existing economic policies were established to provide 
some perceived benefit to a country's economy. We can now see, 
however, that when policies are too oroad or not well designed, 
unintended side effects nave often caused harm far outweighing 
the benefits sought, e.g. through excessive levels of protection 
and intersectoral biases that distort and hamper economic 
growth. Economic policies that we will urge be reconsidered 
include:

Import tariffs. By providing "protection" to domestic 
capital intensive induscry, tariffs discourage domestic 
investment in labor intensive industries.

Capital investment. Linitation on capital investment, 
wnetner oy prohibiting foreign ownership, or preventing 
repatriation of profits, deters investors who would 
otnerwise estaolisn light-assenDly or other factories 
in LDCs.
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Interest rates. Artificially low interest rates 
discourage saving and thus reduce domestic resources 
for investments. Low interest rates encourage a shift 
at the margin from labor intensive to capital intensive 
investments, and paradoxically result in "loan shark" 
rates for the small investor.

Non-economic business barriers. Every unnecessary 
regulation thac impedes entry to the market also 
impedes job creation. Ironically, many regulations 
adopted to protect against business abuses now prevent 
new small business creation, thus allowing existing 
business to operate with less competition.

b) Financial Instability and Structural Weakness

Many Third World countries are facing severe balance of 
payment and debt problems. Addressing these problems will 
require both economic stabilization measures aimed at immediate 
financial problems as well as the implementation of fundamental 
policy changes which address underlying structural problems. 
For most countries these actions will be difficult both polit­ 
ically and economically, but they are necessary to establish 
economic health. Failure to take these actions is likely to 
result in a continuing financial and debt servicing crisis.

The current serious financial situation facing the develop­ 
ing nations emerges from many causes. Foreign debt per se is 
not the problem. Given the low level of income of the develop­ 
ing countries the ability of these countries to mobilize 
domestic savings for investment is limited. In order to accel­ 
erate the development process, most developing countries need 
to rely on the inflow of foreign capital. During its own 
development, the United States relied heavily on foreign
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capital sources. In the simplest terms, the problem is that 
export earnings of these developing countries have not kept pace 
with imports and with the rising costs of servicing existing 
debt.

In part the problem emerged from a worldwide recession 
which sharply reduced demand for LDC exports, from significant 
increases in interest rates, and from a sharp rise in the cost 
of basic imports, particularly oil. But the problem also in­ 
volves deeper structural weaknesses which have given rise to 
rapid growtn of imports without at the same time fostering the 
growth of export earnings. Ambitious government spending 
programs not tied to adequate revenue bases, have givsn rise to 
excessive demand. Overvalued exchange rates have made imports 
artificially cheap and exports uncompetitive. Interest rate 
controls have discouraged private savings and have distorted 
investment patterns. Too much taxation and the wrong type of 
taxes have discouraged production. Controlled prices paid to 
farmers have retarded agricultural production and increased the 
need for food imports.

The U.S. strategy for dealing with the LDCs oalance of 
payments problems has been adopted in concert with other major 
countries and international institutions. It was recognized 
that the strategy would take time and require fundamental 
changes in LDC governmental policies. The approach is to 
develop a broad strategy involving LDC governments, the 
industrialized countries, commercial banks, the International 
Monetary Fund and the World Bank, to simultaneously (a) address 
immediate problems, and (b) work toward the fundamental 
conditions required to achieve a lasting solution.

When imports are cut back in response to balance of payment 
problems there may be a harsh impact upon poor people, upon the 
private sector, and upon precisely the type of development that
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is central to AID's strategy. Often among the first imports to 
be cut back when foreign exchange is lacking are those needed 
by vulnerable groups in the private sector, (e.g., raw mat­ 
erials, machinery and spare parts, and agricultural inputs). 
The government must bear its share of austerity. AID's balance 
of payments support plays a critical developmental role by 
mitigating this effect. AID will seek to tie such support to 
an assurance that developmentally critical imports will be 
given priority for foreign exchange or in commodity import 
programs (CIPs). Similarly we seek to insure that austerity 
targets are met in ways that minimize the impact on the poor. 
The bulk of U.S. balance of payments support is provided 
through the ESF account. However, other forms of aid also 
constitute, in part, balance of payments assistance, and must 
be viewed as part of a macroeconomic support structure, e.g., 
imported project commodities and technical assistance, and PL 
480 programs.

AID funds — in particular ESF and PL 480 resources — play 
an important role in promoting structural reform. AID works 
closely with the IMF and the World Bank to encourage the 
adoption of needed policy changes. AID brings to this process 
its experience and concern with poverty and long-term develop­ 
ment issues. We encourage a policy reform process responsive 
to the needs of the poor, and consistent with progress on 
critical development problems.

Among the more important policy dialogue issues we are 
taking up with host government's are those surrounding the 
question of internal mobilization of financial resources. One 
of the more common problems concerns interest rate ceilings 
that often discourage savings aind result in a misallocation of 
scarce credit. Also, when artificially low interest rates 
create excess denand that must be administratively rationed,
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sraall oorrowecs or those lacking political power may be unable 
to obtain credit.

Privatization of parastatals will be pronoted to foster 
private initiative and competition, to improve efficiency, and 
to reduce demands on public resources. We will work closely 
with other donors so that the leverage of their resources can 
be coordinated as closely as possible with AID objectives.

AID will encourage tax structures which promote growth, not 
hinder it. We are particularly concerned with encouraging the 
elimination of policies which restrict agricultural production 
and foster unnecessary dependence upon food imports. Often 
prices paid to farmers are artificially low, thus depriving 
them of incentives for expanding output and compounding the 
problems of rural poverty.

Similarly, energy pricing policies ought to reflect the 
need to curb demand and stimulate supply. Instead there has 
often been a reluctance to allow energy prices to reflect world 
prices. The result has been rapid growth of energy use, 
increased import dependence, and rising subsidy costs resulting 
in large budget deficits. Moreover, analyses of the beneficiary 
impacts of governmental subsidies reveals that they are 
frequently inefficient, with a relatively small percentage of 
the benefits going to the poor.

2. Hunger

Hunger is one of AID's primary concerns. Throughout the 
Third World the quality and quantity of food consumed by most 
of the poor are inadequate. For those who depend primarily on 
what they themselves grow, this is largely the result of



-31-

limited resources and low productivity. For those who purchase 
the bulk of their food/ the problem emerges primarily from 
household income levels that ate too low relative to the price 
of food staples. Rising energy costs (e.g. for fuelwood, a 
common energy source for cooking and heating in many third world 
countries) put major pressures on the budgets of low income 
households. And nutrient intake may be inadequate because of 
di sease, inequitable distribution of food within the household, 
and food consumption patterns that do not maximize nutritional 
value. M/

The hunger problem differs from country to country. Our 
approach will be based on the unique nature of the problem in 
each country.

(a) Agricultural Development —'

An end to hunger implies an increase in per capita food 
production and availability. Human and natural resources, 
technology, supporting institutions, and domestic policies, if 
inadequate or misdirected, are the main constraints to increased 
agricultural development. —' The solution requires a co­ 
ordinated approach. Advancing the technology of food pro­ 
duction will do little if it is not synchronized with develop­ 
ment of human resources and sensible land utilization and 
conservation plans; moreover r dividends will not be forth-

See AID Policy Paper on Nutrition, May 1982.

See AID Policy Paper on Food and Agricultural Develop­ 
ment, May 1982.

See AID Discussion Paper No. 13, 1982, "AID Exper­ 
ience in Agricultural Research: A Review of Project 
Evaluations;" and AID Program Evaluation Report No. 
10, 1983, "Strengthening the Agricultural Research 
Capacity of the Less Developed Countries: Lessons 
from AID Experience."
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coming where prevailing policies create disincentives to 
investment of time, energy, and available financial resources 
into production, or if the poor do not benefit froia 
technological change.

Thus, we are increasingly addressing the policy framework 
within which AID's agricultural interventions occur. Consumer 
food subsidies, in the form of price limitations on agri­ 
cultural produce, represent a transfer of wealth from the 
usually poorer rural community to urban dwellers. Not only do 
such policies keep the farmers poor and add to rural flight, 
but in doing so they remove both incentives and the means for 
self-sustaining growth of the agricultural sector. Farmers 
held to a subsistence level of living are unable to set aside a 
portion of their income for fertilizers, new improved seeds or 
animal stock, or capital investment in the form of improved 
tools. The cycle of agricultural poverty is continued and 
reinforced.

Government agricultural trading monopolies or monopsonies 
tend to create disincentives to production. On the other hand, 
private trade can encourage competition and provide better 
market opportunities for producers of agricultural commodities. 
Private traders tend to reach out farther into rural areas and 
to bring subsistence farms into the market economy. Further, 
experience has shown that private traders stimulate development 
of a credit system serving the needs of small farmers and 
enhancing their productivity. As a major component of the Fund 
for Economic Policy Reform in Africa, AID will be providing 
assistance to interested governments in managing the transition 
from parastatals to the private sector. With a vigorous 
private sector, markets should broaden and food availability 
improve.
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Cornpetition may also lead to greater market security for 
farmers where food processors have the ability to enter into 
contract guarantees with farmers, insuring them against market 
fluctuations. Private food processors can then develop into 
effective extension agents, as they have in the United States, 
with a direct interest in increasing the quality and quantity 
of produce of their suppliers.

Our policy dialogue efforts also will address the alloca­ 
tions of resources to farmers. Farm credit is in part a 
reflection of the state of the financial institutions of a 
country and in part a reflection of specific policies. Low 
interest ceilings for agricultural loans, intended to benefit 
the poor, have the inevitable effect of reducing the avail­ 
ability of credit.

Permitting interest rates to reflect the real value of 
capital, not only provides for an economically sound allocation 
of resources among competing demands, but makes more resources 
available for investment in farm crops. Just as a lid on the 
price of produce deters production, so a lid on the price of 
money deters both saving and lending. An improvement in 
interest rate structures should be a major reform to mobilize 
resources to expand agricultural production, especially if 
accompanied by the building of institutions responsive to the 
needs of farmers (such as farm credit cooperatives).

AID also will continue to emphasize the importance of 
agricultural technology and its relationship to the broader 
ecological setting. Concern for increasing agricultural produc­ 
tion as an element of self-sustaining economic development 
requires concern for the basic raw material of farmers — the 
land itself. Environmental degradation, aggravated by overuse
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of marginal lands, deforestation, salinization and erosion, can 
overtake progress and leave a nation poorer in resources than 
when development began. AID is concerned about assuring that 
development occurs in a way that respects the long-term
importance of land resources.

way that 
17/

In regard to forestry resources, we seek the long-term, 
sustained production of forest products through forest land 
reclamation and wise use of forests for food, forage, and wood 
products while maintaining a sound environment and preserving 
biological diversity. In the case of humid tropical forests, 
there is a special need to recognize that the most valuable 
products of these forests may not as yet be fully identified. 
Such products may be unique to humid tropical ecosystems and 
essential to the survival of other ecosystems. Moreover, their 
value may not be accurately reflected in the market. Thus, 
with respect to all development activities which affect or 
cause tne full or partial conversion of these forests, 
conservation and sustainable management of unique resources is 
a priority.

The great agricultural' productivity of the United States 
emerged from a century of research and development in seed 
strains, crop development, pesticides, treatment of crop dis­ 
eases and techniques of production. Contributors include the 
Land Grant Colleges; fertilizer, seed, and chemical companies; 
and large food producers.

JLZ/ See AID Policy Determination on Environmental and 
Natural Resources Aspects of Development Assistance 
dated April 1983.

Also, AID is taking the lead in conjunction with the 
Departments of State, Interior and other government 
agencies to prepare a U.S. Strategy for Biological 
Diversity for developing countries, as a means of 
assuring environmentally sustainable development.
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In the LOCs, crop improvement and related research have 
already proven effective, but comparatively it still is at the 
threshold. For example, in Sudan a recently developed sorghum 
hybrid has the potential to increase yields by 50%. Control of 
the tsetse fly could open up fertile areas in Africa now closed 
to effective production; control of the cassava mealy bug can 
substantially reduce plant damage and increase production of a 
staple crop. Better techniques of crop management can increase 
productivity in dry lands and wet lands. Such techniques must 
include recognition of the total environmental setting in which 
agricultural production takes place. Regionally-based collab­ 
orative research networks involving LDC researchers will be a 
primary means for pursuing these research objectives. These 
and other matters will continue to have AID'S interest.

We are also gaining a new perspective on the mechanisms of 
techological development and technology transfer. We will draw 
on tne great agricultural institutions of the United States, 
where we have a strong comparative advantage. We will continue 
to support the international agricultural research centers, and 
we will seek to develop an institutional capacity among LDCs 
for in-country research, human resource development, and 
technology development and transfer that can become self- 
sustaining on a national or regional level.

We believe that the development of agricultural university 
systems and networks capable of addressing complex problems and 
translating the results into practical production methods and 
inputs for use at the farm level is one of the more important 
institution building activities the Agency can undertake. Such 
institutions make a significant contribution to the development 
of human and economic resources.

_
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We seek to involve the private sector in technology 
transfer in LDCs as it has been in this country. Seed and 
fertilizer companies are important extension agents in the 
United States. A vigorous and developing indigenous private 
sector serving farmers can produce a similar result in the 
LDCs. Another method of private sector involvement is assist­ 
ance directed at the commercialization of new technologies and 
new crops. For example, a private sector loan to develop a new 
aquaculture for shrimp in the Eastern Caribbean, if suc­ 
cessful under private sector conditions, could demonstrate a 
means of production easily replicated throughout the region.

We have referred to human resource inadequacies as a 
constraint on agriculture. Illiterate farmers cannot read 
agricultural publications and their ability to take advantage 
of rvew methods of production, cultivation and fertilization is 
restricted. In addition to literacy our education efforts will 
address methods of "adult education," including extension 
programs by radio, to spread new technologies. We also will 
continue to increase the attention given both in our own 
projects and in host country policies, to the major role of 
women as farm producers. Female access to and control over key 
productive resources must be planned for in projects. And our 
strategy for improving health will also improve productivity of 
human resources.

AID recognizes that national self-sufficiency in food 
production is not an appropriate goal for all countries. 
Moreover, national food self-sufficiency does not assure 
adequate distribution throughout the country. The poor may 
still not have enough food. Where a comparative advantage lies 
in another area, economic resources can more efficiently be 
allocated to earning foreign exchange to purchase food
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imports. That also creates an export market for food producers 
in other LDCs and can provide u further incentive for agri­ 
cultural development in those countries with appropriate 
resources ,

Food Assistance

Development activities will solve the world's hunger 
problems over time. But today's hunger is a humanitarian 
concern as well as a constraint on productivity that cannot be 
endured. It calls for an immediate response. The U.S. has long 
been a leader in international food aid and will continue to be. 
Without detracting from assistance to people in need, we intend 
to maximize the developmental effect of PL 480 food assistance.

Food aid under Title I is made available on an annual basis 
to countries with food deficits. We must, and do, take care to 
prevent our food assistance from becoming a disincentive to 
agricultural development; moreover, we recognize that our food
aid can play a positive and important part in a nation's

18/ development. — ' Our goal is to move to multi-year agree­
ments with recipients when possible, thus providing them with 
the stability and assured resources that will permit them to 
address policy reform and structural changes. Policy reform 
discussions will be central in the negotiation of multi-year 
contracts.

JL§/ For further discussion on the development implications 
of food aid, see AID Discussion Paper No. 15, 1982, 
"Food Aid and Development: The Impact and Effective­ 
ness of Bilateral PL 480 Title I Type Assistance;" and 
AID Discussion Paper No. 19, 1983, "A Comparative 
Analysis of PL 480 Title I Impact."
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Title II programs, while their principal focus is humani­ 
tarian, also can have development uses. Food for Work projects, 
in addition to feeding people, become a resource that can be 
used to support development work and provide productive employ­ 
ment. Maternal and child health (MCH) projects can be inte­ 
grated with health services and nutritional education projects 
to strengthen their development effectiveness. School feeding 
projects have the potential to influence enrollment and attend­ 
ance as well as contribute to nutritional well being.

Also, under certain circumstances Title II commodities can 
oe sold to generate local currency required to implement 
development projects. These "monetization" programs have 
proved to be beneficial in supporting local development of 
secure and stable institutions such at» cooperatives, and in 
some cases have led to greater mobilization of private sector 
resources.

And PL 480 local currency proceeds from Title I, long an 
available resource, will be increasingly programmed for
development projects as part of an overall AID strategy for

197 development in the host country. —

Emergency food aid provides help for the world's hungry 
against the effects of drought or other short-term food
emergencies. AID will continue to respond rapidly with avail-

207 able resources as emergencies occur. —'

See AID Policy Determination on Programming of PL 480 
Local Currency Generations, February 1983.

ilP_/ See AID Policy Determination on Emergency Food Aid, 
Hay 1984.
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3. Health Deficiencies; Especially Infant and Child 
Mortality —'

Infant and child death is the most tragic aspect of 
poverty. In addition to the human loss, these deaths and the 
related stunted growth of those who survive, deprive nations of 
productive human resources. The greatest tragedy is that much 
of this death and retardation is preventable using known and 
readily available technologies. AID'S efforts to overcome 
disease and early death will give special attention to infants 
and children under five years.

We believe that we are in the midst of the early stages of 
a "Health Revolution',, Within the space of a few decades, using 
relatively low cost and simple technologies, it should be 
possible to transform the health status of entire countries. 
The most dramatic area is that of infant mortality. From time 
immemorial it has been part of the human condition that out of 
every 1,000 children, born, 200 or more died during the first 
year. The economically advanced countries have succeeded in 
radically transforming the experience of having children; today 
fewer than 2% of the infants born in the industrialized 
countries die during their first year. This accomplishment, 
which is one of the great achievements of human history, can be 
achieved in low income countries.

AID is committed to the promotion of this "Health 
Revolution." AID'S efforts to overcome disease and early 
death will give special attention to infants and children under 
five years. As a benchmark, AID has set a reduction of infant

±±/ See AID Policy Paper on Health Assistance, December 
1982.
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mortality to 75/1000 live births and reduction of child death 
rates (years 1-4) to below 10/1000. An inevitable consequence 
of progress toward these goals will be the effect on those 
children who survive: they will be healthier, stronger, and 
more mentally alert, in short, better prepared to grow and 
mature and to lead productive lives. Moreover, improved child 
survival tends to slow population growth.

These statistical figures are benchmarks of achievement. 
They are not predictions and do not imply that host country 
efforts should stop when they are achieved. Nor are we 
necessarily assuming that they are achievable by the year 
2000. In some countries more time will be required to reach 
these levels, let alone to reduce the infant mortality rate to 
50/1000 live births or to the 20-30/1000 common in the developed 
world. But these benchmarks provide a focus for much of our 
program; and where a single development, ORT, has demonstrated 
an ability to cut infant deaths by a third, it is realistic to 
expect substantial progress.

We also will seek to improve the general level of health 
care through improvement of primary health care systems, 
involving both private and public components, and improved 
health education, including the benefits of birth spacing, 
breastfeeding, and other child and mother health techniques. 
For the population as a whole, we seek to achieve a level of 
life expectancy at birth of at least 60 years.

Recent medical technology has given the promise of major 
improvements in the health of poor people. Low-cost techno­ 
logies place treatment within the reach of individuals and 
avoid dependence upon high cost (to individuals or governments) 
health facilities.
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One of the nost dramatic recent technical breakthroughs has 
been oral rehydration therapy, a technique for dealing with 
infant and childhood diarrhea that has proven its potential for 
cutting diarrhea related child deaths in half. The keys to 
successful ORT programs are education and access.

AID sponsored a major international conference on ORT in 
1983 and is engaging in further activities to communicate ORT 
techniques to LDC health professionals. Training programs for 
professionals will further assist in dissemination of knowledge 
about this technology as will public awareness campaigns. ORT 
techniques can be disseminated in a cost effective way through 
the use of village and community level systems as well as volun­ 
tary associations (parents' organizations, religious organ­ 
izations) .

In February 1934, AID and the Peace Corps signed an agree­ 
ment to develop a collaborative program to further promote the 
use of ORT at the community level, using Peace Corps volunteers 
to undertake local surveys and to plan and carry out demon­ 
stration projects and other education activities.

Through commercial manufacturing and marketing, we intend 
to supplement official channels for distribution of ORT packets. 
Our experience with the marketing of contraceptives has demon­ 
strated that the market system is extremely effective at dis­ 
tributing materials to remote areas.

AID supported health service programs will continue to pay 
special attention to immunization against common childhood dis­ 
eases such as whooping cough, measles, diphtheria, polio, tu­ 
berculosis, and tetanus. AID also will continue to support 
research and development of health technology, including de­ 
velopment of an effective malaria vaccine and methods for deal­ 
ing with other tropical diseases.
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In public health projects we are placing emphasis on 
budgets, user fees, and primary health care networks. If a 
health delivery system is to serve remote areas of a country, 
where the poorest people frequently live, budget constraints 
and the problem of recurrent costs must be addressed. We have 
started dialogues with recipients about the value of user fees 
in health care. Even where fees cover only a portion of the 
cost of health care, they are an important multiplier device
which allows the provider to expand coverage with a given level

227 of financial commitment. —'

AID currently supports maternal and child nutritional 
programs using PL 480 Title II. These will be continued and 
AID will attempt to increase coordination of these nutrition 
programs with maternal education and training in ORT, breast­ 
feeding, growth monitoring, proper weaning practices, and other 
aspects of maternal and child health. UNICEF has taken an 
international leadership role to improve maternal and child 
health practices, and AID will continue to support and rein­ 
force »:hese UNICEF initiatives.

In most countries the private sector has traditionally 
provided the bulk of personal health services — by self- 
medication with over-the-counter drugs, with folk remedies and 
other means. AID seeks to build upon this background through

For example, AID'S recent case study of Sine Saloum in 
Senegal demonstrated that it was the incorporation of 
appropriately structured user fees (coupled with 
training of the community in the management of the 
fees collected) that allowed the village health 
programs to become viable. (See AID Evaluation 
Special Study No. 20 "Prospects for Primary Health 
Care in Africa: Another Look at the Sine Saloum Rural 
Health Project in Senegal," January 1984).
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the training of midwives, pharmacists and traditional birth 
attendants as providers of primary health services. • In 
addition, private production and distribution of health care 
supplies, such as oral rehydration packets, may prove a 
preferred alternative to public channels.

Water supply has a positive and direct impact on a
population's health status, and this will be an important

237 element in much of our health planning and programs. —

247 4, Illiteracy and Lack of Education —

Basic literacy and related skills training are arojng the 
fundamental requirements for sustained economic and social 
development in all sectors. An educated c.itizenry and a skilled 
workforce is essential to the efficient functioning of the 
economy and to the many technical and personal choices leading 
to changes in productivity, health, nutrition, and other 
indicators of development.

In the wage economy, education and skills training increase 
and diversify people's options for remunerative employment. 
With educated and trained workers, a wider range of investments 
becomes attractive and feasible. Where young adults do not have 
a basic education, there is reduced efficiency, increased 
supervision or increased on-the-job training costs.

±$J See AID Policy paper on Domestic Water and sanitation, 
May 1982.

247 see AID Policy Paper on Basic Education and Technical 
Training, December 1982, AID Policy Determination on 
Participant Training, July 1983. and AID Program 
Evaluation No. 12, 1984, "AID and Education: A Sector 
Report on Lessons Learned."
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For the self-employed, particularly in agriculture, pro­ 
ductivity improves as individuals acquire literacy and tech­ 
nical skills. Technical information is obtained more easily 
from extension systems; new technologies and marketing practices 
are adopted more readily; and inputs are used pore efficiently.

With respect to individual and family basic needs, health, 
sanitation, and nutrition practices improve as education levels 
rise. In addition, infant mortality declines and birth rates 
tend to fall. Moreover, the widespread development of human 
capital is a basic underpinning of broad-based growth.

In parts of the Third World illiteracy rates are high, 
particularly for the poor, for women, and for those in rural 
areas. Access to education is disproportionate, the school 
dropout rate is typically high, and educational resources often 
are not efficiently used,, A critical problem facing vocational 
education and training programs is how to relate these programs 
effectively and efficiently to the rapidly changing skill needs 
of LDC labor markets. One way is to involve private sector 
employers in sponsorship of training which is relevant to their 
needs.

AID seeks to promote increased access to basic education, 
particularly for girls, the poor and rural children. At the 
same time we seek an increase in the percentage of children 
completing the primary grades. We believe that most assisted 
countries, can by the year 2000 or shortly thereafter, achieve 
90% enrollment rates in primary education for boys and for 
girls, with 70% of the age group completing at least four years 
of schooling.

The highest marginal returns on education investments in 
the short term are likely to result from improvements in the
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quality and efficiency of the existing system rather than fron 
merely expanding the system. Hence, AID will give priority to 
efforts to make existing systems more effective and efficient, 
rather than to increase initial enrollment figures.

In countries with serious illiteracy problems, or that lack 
adequate numbers of teachers, trained technicians, managers and 
other skill groups needed to sustain development, AID will enter 
into a policy dialogue aimed at generating long-term compre­ 
hensive plans for correcting these problems. Where initial 
efforts are promising, this dialogue will include multilateral 
lending institutions.

In countries where primary school enrollment of girls is 
significantly less than that of boys, AID will enter into dia­ 
logue with host governments on their approacn to female educa­ 
tion, and AID missions and Washington bureaus will enter into 
discussions with multilateral donors seeking to insure that 
investments in education help to increase female training. To 
the extent school feeding programs are shown to have a particu­ 
larly beneficial impact on female enrollment, they will be 
highlighted.

While a.siost all countries have a basic educational 
structure in place, we foresee a selective involvement in 
further institution building and strengthening. This will 
involve technical assistance at the policy and planning levels 
of national education systems, and working with local primary 
education systems. In fact, education is a major area where 
the concept of "building down" or decentralization can be 
applied. Local financing and control can create educational 
systems which are increasingly responsive to the needs and 
desires of the community and which are able to mobilize local, 
even voluntary, resources for expansion of basic education.
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Technology transfer will be an important component of our 
strategy^, particularly in the areas of instructional methodo­ 
logy, skills training and management training. We will look at 
possibilities for modern communication systems such as instruc­ 
tional radio and TV for both formal and non-formal education 
programs.

We are expanding participant training programs to increase 
the total pool of trained manpower available in recipient 
countries. Participant training in all sectors is an essential 
part of AID'S development strategy, to provide the technicians, 
scientists, administrators, and managers needed for development 
programs. Specific attention will increasingly be given to 
training for the technical and managerial skills required for 
private sector development.

While the major emphasis will be on technical and skills 
training, support also will be given for higher education and 
advanced degree training where circumstances warrant. This 
investment is directed toward the implementation needs of j AID 
projects and long term institution building, by providing 
training and research capacity to support self-sustaining 
growth.

We see a clear role for the private sector in the education 
area, in identifying requirements for technical and vocational 
training in skills-shortage fields, and in collaborating with 
government ministries to plan and provide the necessary 
training to meet these requirements.

AID will work closely with other donors, particularly multi­ 
lateral institutions that may be investing in the education 
sector. In our discussions with host governments we will 
encourage the devjelopment of comprehensive plans for achieving 
long-term objectives. Dialogue will focus on more equitable
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access, on improved quality of educational effort, on reducing 
the drop-out rate, on more efficient utilization of resources 
and technologies such as radio and TV, and on widening the role 
of private sector organizations as suppliers of education inputs 
for public systems. The role of school nutrition programs in 
increasing the effectiveness of primary education also will be 
examined in these discussions.

In select situations AID will be prepared to consider 
entering into long-term, multi-donor assistance agreements 
which will provide a framework for donor and host nation 
programs to reach the standards of achievement identified 
earlier. .Such agreements will cover educational policy, host 
country education budgets, dor\or assistance levels, training 
requirements, and institution building.

5. Unmanageable Population Pressures 25/

In many third world countries population size is expanding 
at rapid rates. Current rapid rates of population growth are, 
in large part, testimony to the success of policies of donors 
and developing countries in reducing infant mortality and 
lengthening life spans. In the economic history of many 
nations, population growth has been an essential element of 
economic progress. However, where rapid population increases 
outstrip economic growth they will place enormous burdens on 
governments' ability to provide basic services in areas such as 
health and education. When that occurs, such increases will 
probably compound the problems of hunger, natural resource 
degradation, illiteracy, disease and early death. Employment 
problems will likely be exacerbated. Resources are deflected 
from needed investment and the costs and difficulties of 
economic development are increased. On the individual level,

~± See AID Policy Paper on Population Assistance, 
September 1982.
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especially in pooc areas, the health and nutrition of women and 
children are linked to the ability to determine, safely and 
effectively, the timing of pregnancy.

Economic policies of developing countries are a critical, 
often the critical, factor in bringing about economic growth. 
However, the availability of family planning services may be an 
important complement to such economic policies. In other 
words, family planning and wise economic policies are often 
mutually supporting in promoting growth.

Over the last decade LDC governments have become 
increasingly aware of the impact that population trends 
(changes in size, rural-urban distribution, and age structure) 
have on development efforts. At the same time, grassroots 
attitudes toward family planning have changed. The two trends 
have resulted in a mushrooming of demand for population 
planning assistance. Twenty-five years ago only a handful of 
developing countries were concerned about-population growth 
rates. Now over 60 developing countries, representing three 
quarters of tne population ,&£ the developing world, have 
population policies.

AID recognizes that responsible parenting is a personal 
decision, a decision that is affected by a couple's cultural 
setting, by religious beliefs, and by economic and lifestyle 
choices. It is AID'S goal to assure that informed decisions 
can be made, that knowledge of options including natural family 
planning is widespread, and that individuals have access to a 
full iange of safe and effective family planning supplies and 
services.

The assurance of a full range of safe and effective family 
planning supplies and services requires conti 'ling attention to 
technology creation. For tnat reason, one of the Agency
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research priorities is biomedical research on improved natural 
family planning methods and other contraceptive methods and 
techniques.

AID'S objective is to respond to the desires of couples to 
have the knowledge and ability to make informed decisions about 
the timing and spacing of their children. Not only do these 
decisions affect many aspects of family welfare, not the least 
of which is the health of mother and children, but these choices 
collectively may place great demands on existing economic 
resources. In the developing world where 70% of couples desire 
no more children but only 40% state that they have access to 
sources of family planning assistance, serving the desires of 
families automatically operates to moderate population pres­ 
sures on society at large.

The following graph illustrates the relationship between 
birth rates and contraceptive use:
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We seek increased access to safe, effective and inexpensive 
means of voluntary family planning in all countries and the 
initiation of family planning programs in countries presently 
lacking them. Our goal is to increase the number of families 
that have access to acceptable family planning methods to 80%, 
thus cutting iby two-thirds the number of couples not able to 
obtain family planning information or materials.

The United Nations Declaration of the Rights of the Child 
(1959) calls for legal protection for children before birth as 
well as after birth. In keeping with this obligation, the 
United States does not consider abortion an acceptable element 
of family planning programs. Accordingly, AID has developed 
explicit policies to assure that it is not supporting abortion 
or coercion. AID supported voluntary family assistance programs 
can provide a humane alternative to abortion for couples who 
wish to regulate the size of their families.,

In addition, when efforts to lower population growth are 
deemed advisable, AID policy considers it imperative that such 
efforts respect the religious beliefs and culture of the 
individual in each society, and the right of couples to 
determine the size of their families. Accordingly, AID will 
not provide iEamily planning funds to arty government which 
engages in a pattern of coercion to achieve population growth 
objectives.

AID has developed a number of methods of analyzing trends 
and problems associated with patterns of population growth. 
One example is RAPID, a computer-based video presentation that 
can demonstrate visually the challenges posed by high levels of 
population growth through its impact on natural resource 
availabilities, social services such as health and education, 
employment and income, and similar factors. AID will continue
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to present population analyses to leaders in recipient 
countries, to assist in developing awareness and understanding 
of voluntary family planning.

AID recognizes the appropriate role of governments in 
making family planning services available and in establishing a 
positive climate for action, and the fact that many public 
sector approaches have been quite successful. The positive 
involvement of political leaders has been a major prerequisite 
for success in population programs.

We also believe that voluntary organizations and the 
private sector offer a vital dimension and the most effective 
means of delivery, and AID will be increasing its reliance on 
the private and voluntary sectors in carrying out population 
activities. Non-governmental providers contribute to the 
building of a broader institutional base within the host 
country, and a networK of private providers is more likely to 
advance an understanding of the many options open to couples. 
Moreover, programs conducted by indigenous, popular-based 
organizations are most likely to respond to the specific needs 
of the country involved.

Some of AID'S most successful recent innovations in family 
planning have been with the private sector. Successful pro­ 
grams in distributing contraceptives through private market 
channels have expanded the availability of supplies, particul­ 
arly in remote areas, and have provided an important alternative 
to government channels. And market distribution involves tha 
clearest of all voluntary decisions. As these programs have 
demonstrated their market appeal, we are now moving toward 
testing the extent to which subsidies can be reduced while at
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the same time assuring and making possible the spread of 
benefits. He are examining the possibility of private manu­ 
facture of contraceptives in the Third World, with U.S.- 
sponsored technical assistance for quality assurance, as a 
further means of expanding indigenous private enterprise and 
employment while also creating further indigenous support for 
family planning.

AID recently has begun working with employer-sponsored 
health plans to assist in integrating family planning counsel­ 
ing with preventive health programs. The great advantage of 
these efforts is that they can be financially self-sustaining 
so that available resources can be redirected to other locales.

There are intrinsic connections between health and 
population issues. When mortality decreases and parents know 
their children will survive, parents seek to have fewer 
pregnancies. Child spacing has been demonstrated to reduce 
child mortality as well as to increase the health of the mother. 
Breastfeeding promotes both child health and improved birth 
spacing. Techniques of child growth monitoring, as promoted by 
UNICEF, can be integrated into many family planning programs, 
and have an impact on infant mortality.

Because unmanageable population pressures exacerbate every 
othttr problem and because of the impact that can be achieved 
with limited resources, AID'S efforts in this area are, and 
will continue to be, a top priority in our assistance effort.

B. Special Initiatives

While the problem areas and standards of achievement set 
out above will guide Agency efforts overall, there are a number
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of special cases where because of chronic problems, the 
existence of crisis situations or other special circumstances, 
a special approach is required. Following is a discussion of 
special initiatives we will be undertaking and of select areas 
of special concern; this list will be modified as circum­ 
stances warrant.

1. Central America Plan

In response to the recommendations of the National 
Bipartisan Commission on Central America, AID requested special 
legislation to authorize a major program of economic assistance 
aimed at the fundamental social and economic problems facing the 
countries of Central America. The request sought authorization 
of $8.3 billion in economic assistance and guarantees over the 
six year period FY 84 - FY 89. Funding for FY 84 and FY 85 has 
been enacted.

While the level of effort in Central America will be more 
intense than in other regions, the problems to be focused on 
will be along the lines identified in this strategy paper. 
They include stabilization, unemployment and underemployment, 
low agricultural production, illiteracy and lack of training, 
unmanageable population pressures, and health and nutrition 
problems as well as those in housing, water and sewerage. By 
1989 we expect to have achieved significant gains in all of 
these areas.

In tackling these problems the Agency will employ its four 
key approaches: policy reform; institution building; techno­ 
logy research, development and transfer; and utilization of the 
private sector. We will be working closely with host govern­ 
ments to assure that appropriate steps are taken, both in the 
economic sphere and with respect to political and human rights.
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2. African Economic Policy Reform Program

Africa is the world's least developed continent. Measured 
by almost any indicator of development/ be it income, infant 
mortality, literacy, population pressures, malnutrition or life 
span, the situation in Africa is more serious than elsewhere.

During the past decade the economic performance of the 
region has been particularly poor. Fifteen countries recorded! 
negative rates of growth. In the agriculture sector, which 
provides income and employment for about 70 percent of the 
population, the situation is especially bad. Sub-Saharan 
Africa is the only region in the world where per capita food 
production has declined over the last two decades. During the 
1970's agricultural production increased on the average of 1.5 
percent while population grew at 2.7 percent.

Almost all African countries have given low priority to 
agriculture. The sector has suffered particularly from harsh 
taxation policies and government price-setting for agricultural 
commodities. other examples of government preference to urban 
areas include concentration of investments for schools, 
hospitals and other social infrastructure in the principal 
cities. Trade and exchange rate policies have overly protected 
industry and held back agriculture, and insufficient attention 
has been paid to administrative restraints.

In response to the severity of the situation, AID has estab­ 
lished a special fund for economic policy reform in Africa. 
This initiative is in addition to AID'S on-going program for 
Africa. The initiative is a multi-year effort and focuses on:
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strengthening donor/recipient policy dialogue and donor 
coordination, and

- increasing levels of U.S. assistance focused predom­ 
inately on food production, and tied to major policy 
reform measures.

3. Urbanization and the Urban Poor

Traditionally AID has focused on the rural sector. There 
are many reasons for this emphasis: the hunger problem; the 
predominance of a rural, impoverished population in the LDCs; 
our expertise in the field of agriculture; and the importance 
of the PL 480 program.

In the future it is expected that AID will continue this 
rural/agricultural emphasis; urban problems cannot be solved 
without a viable rural economy. However, it is increasingly 
clear that a major transformation is taking place in Third World 
countries that necessitates increased attention to urban areas.

In almost all Third World countries urban populations have 
grown rapidly. In some countries, particularly those in the 
Near East and Latin America, the urban population now consti­ 
tutes a majority. In many other countries tnis will occur by 
the turn of the century. We are now seeing urban centers con­ 
taining five and even ten million people. By the end of the 
century the largest cities in the world, some with over fifteen 
million people, will be in Third VJorld countries.

In carrying out its development efforts with respect to the 
five development problems discussed above, AID will increasingly 
give attention to urban, areas. Health, population and education 
programs affect the urban poor as well as the rural poor.
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UneRployment is, perhaps, an even more serious problem in 
urban settings. We look primarily towards the rapid develop­ 
ment of labor intensive industry as the vehicle that will 
provide the new jobs and income for the growing urban popu­ 
lation. Tne total capital requirements will be massive, and 
primarily will be financed out of savings internal to the 
developing countries. AID'S primary focus will be on 
employment generation policies and the strengthening of host 
country institutional capability.

As urbanization continues, the need for potable water and 
adequate sewage systems will become increasingly important. 
Dense populations give added importance to the health aspects 
of an efficient water and sanitation framework, AID does not 
expect to provide very much of this type of infrastructure. In 
this area AID will be particularly concerned with appropriate 
pricing policies, water conservation, and the development of 
sector institutions and analytic capability.

4. Women in Development — -

Women in Development is a priority subject for the Agency's 
planners and policy makers. Women constitute a major and 
frequently under-utilized human resource. The initial focus on 
women, in response to the Percy Amendment, stressed projects 
that focused uniquely on the "woman's role." In order to more 
fully bring women into the economic mainstream, the Agency is 
now advocating fewer separate, women-specific projects in favor 
of integrating women in development issues into AID'S total

See AID Policy Paper on Women in Development, October 
1982, AID Discussion Paper No. 8, 1980, "Assessing the 
Impact of Development Projects on Women."
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portfolio. This means emphasizing the role of women within 
Agency strategies, projects, and overall development objectives.

A series of specific efforts ate underway to insti­ 
tutionalize within the Agency the ability or i^s personnel to 
address women's needs and talents throughout the entire project 
process from project design through the evaluation of project 
effectiveness. These include a variety of targeted training 
programs, as well as the provision of technical assistance to 
overseas missions.

Women in Development will continue to be viewed as an 
economic issue — one which is critical to the success of any 
Agency development effort. As noted in the text above, the 
women in development effort applies to all sectors; women's 
roles are being considered in all of AID's strategies and 
programs. The innovative efforts of past years will be 
continued and expanded so that the Agency's efficient use of 

scarce resources will benefit the whole of society.

5. Human Rights .and Democracy

Hunan rights are at the core of the American experience, 
going back to the very beginning of this country. A central 
aim of U.S. foreign policy is to promote American ideals and 
respect for human rights throughout the world.

"Human Rights" is ,nost commonly addressed in political 
terms, as a phrase incorporating involvement in the political 
process and free elections, freedom of expression, and due 
process of law and a functioning system of justice. These are 

all appropriate concerns for a nation founded in freedom, a 
nation whose essential creed states that the citizen, not the 

state, is master.
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Human rights also have an economic and developmental aspect 
and it is appropriate for a developmental agency to incorporate 
attention to human rights within its development strategy: 
there is a clear connection between the legal, political, and 
social structures of a society and its capacity for economic 
growth and development.

Freedom of expression is essential to the free flow of 
ideas, without which new ideas cannot take root.

An effective legal system permits predictability in 
enforcement of contracts and allows private economic 
relationships to grow.

Respect for the rights of ownership of private 
property provides the framework within which economic 
incentives can work.

- A functioning political system means that the interests 
of all elements of society are considered in the allo­ 
cation of public resources: too often farmers and 
other rural poor cannot make their voices heard 
through political representatives who can advance 
their constituents' needs for rural roads, schools and 
other developmentally essential public activities. 
Effective participation in decision making is a criti­ 
cal factor in promoting equitable development.

It is no accident that there is a close correlation between 
societies with a high degree of respect for individual freedom 
and societies with strong economic development.
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Human rights, participation and democracy are emphasized as 
an integral part of AID programming Agency-wide. In addition, 
specific projects are sponsored to stimulate an awareness of 
the principles of civil and political rights in developing 
countries, encourage adherence to the rule of law, and to sup­ 
port development of deiaocratie principles and institutions that 
promote human rights.

6. Trade Policies and Development —'

International trade plays a major role in the developnent 
prospects tor the Third World. Trade is the major source of 
foreign exchange and provides the resources to finance imports 
required for tne development process, and to service external 
debt. Economic growth in LDC's will increasingly depend on 
expanding trade because of their limited internal markets, debt
service obligations and limited levels of foreign assistance.

287 Thus, trade is an important area of concern for AID. —"

The economic policies of the LDCs have a major impact on 
their trade performance. Overvalued exchange rates, trade and 
currency restrictions, domestic credit distortions and otner 
impediments place LDC exporters at a significant disadvantage 
and bias production toward the protected domestic narket.

JLL/ AID has recently circulated proposed guidelines for 
comment and will be publishing them soon. Among tne 
components of the trade development policy will oe: 
export-oriented development strategies tnat assist 
developing countries in entering the international 
trading system; and institutional development to nelp 
the indigenous private sector develop a supportive 
institutional framework to foster trade.

see AID Discussion Paper No. 18, 1983, "Free Zones in 
Developing Countries: Expanding Opportunities for tne 
Private Sector."
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AID will use the policy dialogue process to bring perceived 
trade problems to the attention of recipient countries. We 
will use programs and projects to encourage the removal or 
modification of policies and practices that inhibit trade and 
retard the development process. Trade policies of industrial­ 
ized countries often have a critical impact on trade performance 
in the LDCs, and this also will be considered in our analysis. 
It is understood, however, that AID does not have extensive 
expertise or line executive branch responsibility in trade 
policies of industrialized nations. Macroeconomic policies 
that affect a developing country's trade performance often are 
the subject of IMF and World Bank programs and policy pre­ 
scriptions, and AID will continue to coordinate closely with 
these and other appropriate organizations to reinforce shared 
policy concerns.

The use of mixed credits and other concessional export 
financing practices by some donors presents a growing problem 
for effective development assistance and orderly trade develop­ 
ment. These practices distort development, as well as place 
U.S. exporters at a serious competitive disadvantage. Until 
such time as an effective agreement is reached with other 
donors on restrictions on the use of mixed credits for export 
financing, AID will use mixed credits for defensive purposes on 
a very selective basis to match the concessional credit terms 
offered by other countries.

V. Making Better Use of Resources 

A. Donor Coordination

Over the past two decades, while U.S. development 
assistance has declined substantially in real terras, nost of the



-61-

other western industrialized nations have become active 
participants in development programs. As a result, total real 
Official Development Assistance (ODA) flows have increased. 
These assistance funds are an important measure of the shared 
interest of the industrialized nations in furthering develop­ 
ment. The U,S. continues to be the largest donor of develop­ 
ment assistance, and its program influences the programs of 
other donors, both multilateral and bilateral.

In the coming years we look forward to a further expansion 
of the number of aid donors as the advanced developing countries 
are increasingly able to share their resources and experiences 
with others.

The expansion of donor agencies is not without its cost. 
The systemic effect of assistance on the recipient nation can 
be destructive of orderly development when the recipient must 
devote scarce management resources to the implementation and 
coordination of multiple programs. Given the multiplicity of 
donors, countries often have scores of projects underway, many 
inadequately funded and managed. While each project may be 
beneficial in itself, in the absence of effective coordination 
there are problems of duplication, inconsistent directions, and 
failure to assign priorities to projects. Likewise there is a 
need for complementarity between bilateral and multilateral 
aid. While this strategy will concentrate AID'S resources in 
certain sectors, it is hoped other donors will specialize in 
other areas as needed to attain the standards of achievement.

AID has taken the lead in a dialogue among donor countries 
addressing the need for greater efforts at coordination, with 
special emphasis on in-country coordination at the sectoral and 
sub-sectoral levels. In November 1983 the Development Assist­ 
ance Committee of the OECD approved for public distribution a
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set of guidelines on donor coordination.

AID will take a leading role in moving the discussion and 
implementation of the guidelines forward. We will encourage 
greater use of the existing IBRD-led consultative group and 
UNDP-led round table processes for discussing overall priorities 
and policy concerns. We will continue to exchange views and 
work toward consensus on policies and priorities with other 
donors. AID missions will work with host country ministries to 
establish in-country assistance coordinating mechanisms with 
other donors at the sectoral and subsectoral level.

More generally, we will be in dialogue with other donors to 
promote the approach to development outlined in this strategy, 
and the adoption of common worldwide basic needs achievement 
standards.

B. Integration of Resources

AID administers a wide variety of resources which include: 
Development Assistance, the Economic Support Fund (ESF), PL 480, 
American Schools and Hospitals Abroad (ASHA), the Science and 
Technology program, and Disaster Assistance (OFDA). These 
different kinds of assistance represent unique modalities, 
focus on somewhat different recipients, are guided by distinct 
criteria for allocation, serve somewhat different purposes and 
are governed by different legislative mandates. All this is 
being carried out within an integrated budget more directly 
related to foreign policy objectives, coordinated closely with 
the Under Secretary for Security Assistance, Science and 
Technology, and other elements of the State Department and the 
foreign affairs community. We are articulating more fully than 
previously the relationship of development and humanitarian 
goals to basic foreign policy interests of the United States.
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The Economic Support Fund supports political and economic 
stability; PL 480 food shipments serve a variety of objectives 
— economic development, humanitarian concerns and U.S. market 
development; ASHA funds support U.S. sponsored schools and 
hospitals abroad. The Science and Technology program is a 
special program mandated by the Congress to stimulate inno­ 
vative research on problems that confront developing countries; 
the Disaster Assistance program of the Office of Foreign Disas­ 
ter Assistance is the vehicle for providing emergency aid in the 
wake of disasters; efforts also are carried out by OFDA to 
develop host country disaster preparedness capability.

Because of these differences, it is not possible or desir- 
aole to fully unify these diverse programs. On the other hand, 
they have substantial overlap. Their common ground is the 
promotion of the U.S. foreign policy interest in develop­ 
ment. In the coming years, AID will endeavor to maximize the 
extent to which these programs can reinforce each other and 
jointly contribute to our development efforts. This will 
include close coordination with the Trade and Development 
Program, which, because of its development focus, is a valuable 
instrument of U.S. foreign economic policy.

ESF is a major component of the resources available to AID, 
and we will seek increasingly to use ESF in support of develop­ 
ment efforts. In particular, using the oudget support and com­ 
modity import aspects of ESF programs can provide consider­ 
able leverage and support for fundamental policy reform efforcs 
to enhance development programs.

PL 480 is a multi-faceted tool, and in addition to its 
humanitarian aspects and donations permitted under Section 416, 
it can be used to support policy reform efforts and to promote 
self-help measures that further development assistance efforts. 
AID works closely with USDA in using this resource.



-64-

The ASHA program is used to assist private, U.S. sponsored 
non-profit schools and hospitals overseas that serve citizens 
of other countries. This assistance increases the ability of 
these institutions to transfer capabilities that can promote 
economic and social development, adapt American education and 
medical techniques to foreign cultures, and provide modern 
training to key personnel. Within the ASHA program, which 
functions on the basis of a competition among proposals submit­ 
ted for funding, we will increase emphasis on development 
criteria in deciding which proposals to fund.

C. Development Information and Evaluation

Resources for development are limited, both those of donors 
and the developing countries. There is thus particular import­ 
ance to improving the efficiency of development programs. We 
will intensify our work to improve the quality of AID and 
developing country programs by strengthening:

Our capacity to acquire, accumulate and transform 
information on development experience for use by those 
planning and implementing programs;

Our application of lessons learned in program planning 
and management and in policy formation;

Our staff and developing country awareness and use of 
development information resources and evaluations.

AID has given and will continue to give strong emphasis to 
the evaluation of assistance efforts. The development infor­ 
mation and evaluation activities are planned to reinforce AID's 
programs in the major areas of this strategy.
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D. Promoting the Strategy Through Competition for Resources

Throughout this strategy statement we have been emphasizing 
a focus on a limited number of key development problems, and we 
have stressed the importance of systemic change in dealing with 
these problems. We have identified a set of achievement stand­ 
ards that provide a backdrop of quantitative definitions of 
development progress, and we have given particular attention to 
the importance of policy and institutional factors in achieving 
substantial progress towards these goals.

We also have noted that AID is just one of a variety of 
donors, and that ultimately the major responsibility for 
achieving development lies with the host country itself. We do 
not expect that all countries will be equally prepared to move 
along the lines we have identified. Nor do we expect that a 
country that is prepared to embark on a comprehensive attack on 
one problem will be prepared or able to do so with respect to 
all of the other problems.

In order to more effectively use our limited resources, the 
Agency intends to increasingly allocate resources on the basis 
of competition among proposals directed at the key problems 
identified in this paper. In doing this we will be expanding 
on a process we initiated last year in search of exceptional 
proposals in the area of infant mortality.

Through this process we hope to stimulate thinking, and 
over time provide striking examples of what can be accom­ 
plished, we believe U.S. leadership can be an important force 
to focus attention and mobilize resources of other donors and 
recipient countries on key development problems.
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Appendix I 

Specific Steps AID Will Take To Address Key Problems

Ultimately the major responsibility for achieving devel­ 
opment lies with the developing countries tnemselvas. Thus, 
assistance is most effective when there is close collabotation 
with recipient countries in the definition of problems and the 
establishment of programs to address them.

In the pages that follow specific concrete actions for each 
of the key problems of Agency focus are identified. While 
treated separately for ease of presentation, in terms of policy, 
program planning, and project implementation many of these 
actions will oe interrelated and nutually reintorcinq. 
Collectively, these actions constitute a unified approach to 
Agency programing, while allowing for the wide differences 
titiat exist among regions and countries.

It should be realized, however, that all AID programs are 
governed by the rale of practicability, and thus specific 
case-by-case exceptions will be nade where justified. Also, 
smaller AID missions will have narrower programs; even the 
larger AID missions will be unable to address all of a country's 
development problems simultaneously, or at the sane level of 
effort. Establishing priorities thus will oe very important. 
All missions are required to structure their programs within 
this framework, as dictated by local circumstances.

The standards of achievement identified in the text with 
respect to the problems of inadequate income growth, hunger, 
illiteracy, disease and early death, and unmanageable popula­ 
tion growth will serve as agency-wide reference points for pro­ 
gramming. Where conditions are more acute than represented by 
these levels, AID missions will give special consideration to 
the possibility of mounting an effective assistance effort.

These steps are not predicated on a substantial increase in 
assistance or staff levels. Increasing the concentration of 
U.S. aid on key development problems vail have a significant 
impact on acnieving our goals.

The five problems of program focus are: 

1. Inadequate Income Growth

a) Unemployment and underemployment

In AID countries in which unemployment or underemployment 
is a problem of primary development focus, over the next two 
years we will:

Examine the problem of off-farm employment in rural
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areas, including the government's broad pricing and 
investment policies that may be resulting in a sig­ 
nificant net flow of resources out of rural areas;

Develop long-term employment analyses identifying 
expected labor force growth, magnitude of potential 
problems, identification of key policy changes and 
other recommendations for dealing with unemployment 
problems in both urban and rural areas;

Enter into a dialogue with host countries with respect 
to these recommendations;

Expand efforts to provide technical assistance 
directed at institutional strengthening where host 
countries lack the capacity to adequately engage in 
policy analysis and formulation with respect to 
unemployment problems;

Expand efforts to increase rural off-farm employment, 
as well as pilot projects in urban areas;

Complete analyses of the barriers to women's 
participation in formal employment; these will be 
utilized in policy dialogue with host governments;

Seek to provide models of employment generation that
rely on healthy and unsubsidized private sectors, and
upon the growth of labor intensive production.

b) Financial Instability

In countries in which balance of payments or inflation 
problems are a major focus of the AID program, within the next 
year we will:

Complete analyses of the relationship between policy 
measures designed to resolve payments problems and 
long-term development and basic needs objectives;

Formulate recommendations with respect to specific 
policy approaches that will minimize conflict between 
stabilization/reform objectives and efforts to attain 
the standards of achievement laid out in the Plan;

Enter into dialogue with IMF, World Bank, and host 
countries with respect to these recommendations. Once 
IMF programs are in place, our resources serve to 
minimize the needed austerity, allowing countries to 
maintain living standards above those that would 
otherwise be required by the circumstances.

Over the next five years we will assist AID countries with
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balance of payments problems to adopt policy and structural 
changes that will promote financial stability and development. 
In select cases we will provide foreign exchange for the promo­ 
tion of employment expanding activities in the private sector 
and encouraging trade patterns based on comparative advantage.

We will emphasize the importance of removing energy 
subsidies and of using market prices to move away from energy 
intensive technologies. We also will be providing technical 
assistance and training in energy planning, policy analysis and 
conservation and efficiency analysis. We will emphasize tax 
reforms which encourage growth.

In some regions the AID portfolio will shift towards greater 
use of non-project assistance modes to support policy changes, 
with additional support for those countries that make progress 
in pursuing effective development policies and programs.

2. Hunger

Over the next two years in countries in which hunger is a 
serious problem and there is a potential for a significant role 
for AID, we will:

Complete initial analyses of the extent and nature of 
the food and hunger problem; many of these already 
have been completed;

These analyses will identify production and distri­ 
bution problems, nutritional deficits, key population 
groups, staple foods consumed by the poor, linkages to 
energy availability and uses, and dynamics of low in- 
cone household budgets;

Complete analyses of the extent and nature of research 
on food crops and of the relevance of such research to 
adequate food production and distribution;

Enter into dialogues with host countries with respect 
to their hunger problems and the focus of agricultural 
production in all of its aspects, especially the need 
to remove disincentives;

Rely on more comprehensive market structures and 
achieve other policy reforms;

Complete environmental profiles as appropriate and 
expand policy dialogue on natural resource degradation 
issues.

For the medium term, our objective over the next five years 
is to see these countries move towards:
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Expanded agricultural research and extension efforts, 
especially on dryland crops and other foods grown in 
less favored areas or consumed by groups facing hunger 
problems;

Attainment of appropriate farmgate prices that provide 
an incentive for increased production;

Expanded supplies of fuelwood or alternative energy 
resources and increased efficiency in their use;

Increased efficiency in the use of agricultural 
inputs; getting governments to re-allocate budget 
resources towards the agricultural sector and 
production of food staples where appropriate;

- More effective extension work, including a special 
effort on use of the private sector;

Greater utilization of private sector mechanisms in 
the agricultural sector;

- Increasingly efficient nutrition programs directed at 
those most in need.

In addition, we will further develop standards of achieve­ 
ment with respect to hunger and malnutrition problems, for 
inclusion in this plan and as. a basis for country programming.

3- Health deficiencies

Within the next two years, in countries in which health 
conditions are seriously deficient and the infant or child 
mortality conditions are worse than the standards of 
achievement previously articulated, and where there is a 
potential for a significant AID role, we will:

Conduct studies of the extent and nature of the 
problem and formulate strategies of assistance;

Engage in policy dialogue with key national leaders to 
build support for necessary budgetary and policy 
measures, and where possible work with host countries 
to develop comprehensive, long-term plans of action to 
reach the achievement standards;

Take steps to insure maximum use of ORT in existing 
health projects and other projects where education 
programs and delivery systems can be readily added;

Focus PL 480 on child feeding and nutrition programs, 
with a built-in standard for improvement rather than 
being mere welfare activities;



•70-

Foc missions where additional project activity is 
needed, start design activities for new/expanded 
projects in these areas.

At the Agency headquarters level we will expand coor­ 
dination with other donors and international organizations to 
help dramatize the effort to reach goal levels by the year 
2000. Continued priority will be given to basic and applied 
research on tropical diseases. The Agency will support basic 
research on the development of vaccines of critical importance 
to health improvements in the developing world.

By 1988 ORT treatment will have been fully integrated into 
all AID primary health care programs; and with select countries 
that are prepared to pursue comprehensive efforts to achieve 
major reductions in infant and child mortality, we will have 
entered into long-term agreements to provide assistance.

4. Illiteracy and Lack of Education

In countries with serious illiteracy problems or in which 
there are shortages of trained technicians, teachers, managers 
or other skill groups necessary to sustain development, missions 
will enter into dialogues aimed at the generation of long-term 
comprehensive plans for correcting these problems. Where 
initial efforts are promising, such dialogue will include as 
fully as possible multilateral lending institutions.

In a few select situations AID will enter into long-term 
multidonor assistance agreements that will provide a framework 
for donor and host nation steps to achieve the target levels. 
Such agreements will cover policy steps, host country education 
budgets, donor assistance levels, training requirements, and 
institution building steps. Research aimed at improving the 
efficiency and effectiveness of formal schooling systems, 
including basic education and the development and transfer of 
appropriate educational technology will also be supported. The 
effectiveness of education systems in Sub-Saharan Africa will 
receive special attention.

For countries where primary school enrollment for girls is 
significantly less than for boys:

Analyses of female education problems will be com­ 
pleted;

Missions will enter into dialogue with host countries 
on their approach to female education;

Missions and regional bureaus will enter into 
discussions with multilateral donors to insure that 
investments in education mov*: towards increasing 
female literacy.
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AID will expand its participant training program to provide 
more skilled local personnel in science, engineering, economics, 
management and administration required to successfully develop 
and implement programs and projects, and to build and strengthen 
indigenous institutional capacity necessary for sustained de­ 
velopment. Training will include both short-term and long-term 
components, as appropriate in individual circumstances, and 
will be focused on the key development problems identified in 
this strategy.

AID will expand its U.S.-based training and more heavily 
focus on private sector participation and needs. AID will place 
special emphasis on training that supports the development of 
marketing skills, entrepreneurship, and managerial, vocational, 
and technical skills.

Within the next two years, the Agency will develop 
cost-effective ways to deliver vocational and skills training 
to reduce unemployment caused by lack of job skills. Primary 
focus will be on Latin America and the Caribbean region.

On a global basis, over the next five years AID's goal is 
to substantially increase the participant training program, 
from the present 10,000 to 18,000 participants. This goal is 
predicated on achieving more private sector support for the 
program, both to assist in administering it and to share the 
increased costs.

5. Unmanageable Population Pressures

In countries with very weak or nonexistent family planning 
programs where progress appears possible and needed, within the 
next two years we will:

Develop and present information about the country's 
demographic situation, such as our successful RAPID 
presentation;

Strengthen existing family planning information and 
service delivery facilities to enhance informed choice;

Provide training opportunities to ensure that essential 
program-related skills are available when a policy 
decision is made to expand local services;

Assist governments to develop comprehensive strategies 
for the building or strengthening of country programs;

Where possible, enter into long-term agreements for 
the provision of technical assistance for building 
family planning programs.

In countries in which there are ongoing family planning
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programs, over the next two years we will, where needed:

- Develop comprehensive assessments of the weaknesses 
and needs of the country program and policies, 
including needed levels of investment.

Develop analyses showing tne relationship between 
population growth and the achievement of the country 
development oo^ectives.

Assist governments to broaden and inprove public 
understanding and knowledge concerning availability 
and use of voluntary family planning methods;

- Assist governments to strengthen family planning 
efforts by broadening contraceptive choices;

Encourage and assist the institutionalisation of broad 
public commitment to voluntary family planning pro­ 
grams;

Evaluate tne potential for a contraceptive retail 
marketing program;

Support the development of effective family planning 
information and service delivery infrastructure in both 
public and private sectors, with successful implemen­ 
tation normally measured oy an increased prevalence of 
contraceptive ^se.

Headquarters offices will:

Continue priority research efforts in family planning 
methods;

Evaluate and experiment in delivery systems for natural 
family planning programs;

Continue the Agency's effective use of PVO inter- 
nedianes.

Witnin the next five years in countries in whicn population 
is a p.ajor AID program emphasis or proolem area we expect to 
see:

- The oeginning of programs in countries presently lack­ 
ing them;

Expanded contraceptive prevalency rates in countries 
with existing programs, resulting fron improved 
education and public awareness, and expanded access to 
family planning information and commodities in all 
countries.
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Appendix II; 

AID'S Commitment to Research

The Agency Plan identifies five key problems of agency focus, 
and four approaches that the Agency employs in its efforts to 
impact on those problems. One of the four is "technology re­ 
search, development and transfer." In this annex we address 
more fully AID'S commitment to research.

The standard of living that has been achieved in the indus­ 
trialized countries was the result of a complex process of 
economic, scientific and technological development which took 
place over a period of several centuries. Third World coun­ 
tries do not have to retrace the same development path taken by 
the industralized nations. It is not only possible for them to 
have rates of economic growth which significantly exceed the 
long term historic growth rates we experienced; it is also pos­ 
sible for them to more intensively utilize general economic 
expansion to achieve more rapid progress against basic problems.

Research is one of the factors that makes this accelerated 
progress possible. While it is clear that research alone is 
insufficient to solve major problems, properly focused, it 
opens the door to a pace of change so rapid that it can be 
thought of as revolutionary.

Today we are in the early stages of a "Health Revolution* — 
particularly in the area of child survival. And we believe 
that with enough work and dedication, the "green revolution" 
can be extended from irrigated areas to dryland conditions, thus 
making possible in Africa the expansion of food production that 
has occurred in Asia and Latin America.

When we speak of a "revolution" it must be understood that we 
are not talking about something that occurs -Imost instan­ 
taneously or even over a few years. The problems that we are 
concerned with are the great problems of human history: hunger, 
disease, and early death. Even "revolutionary progress" is a 
matter of decades. And research breakthroughs do not appear 
overnight. They are the result of years of effort.

Our research effort is marked by three concepts: focus, 
commitment and selectivity. By "focu.. we mean a problem focus, 
the general terms of which are provu,fcd by the overall problem 
focus of the strategic plan, especially the problems of health 
and hunger.

By "comrutment" we mean a willingness to stay the course both 
in terras of tine and resources. It means a commitment to the 
generation of the research results that will be necessary if 
the problem is to ye overcome.
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And by 'selectivity* we mean a recognition that we cannot, with 
commitment, undertake all things. We must choose wisely, based 
on the centrality of the research to the problem area, and the 
likelihood of achieving a major breakthrough.

AID has established five areas of research priority: food and 
agriculture, fuelwood production and utilization, biomedical 
research on ma3or tropical diseases, family planning methods, 
and social science research on institutional performance. We 
have convened panels of scientists from outside and inside AID 
to recommend topics in each of these areas.

Based on their recommendations we have begun implementing re­ 
search in collaboration with AID recipient countries on selected 
priority topics such as:

research on complex soil and water management problems 
found in unirrigated, so called "rain-fed" areas of 
the Third World, including humid lowlands, dryland 
savannahs and steep slopes;

the application of biotechnology techniques to protect 
crops and animals from drought, diseases and pests and 
other stresses;

development of rapid diagnostic techniques on major 
tropical diseases for low-cost village use;

development of new, effective low-cost vaccines and 
pharmaceuticals against major tropical diseases;

research on multi-purpose fast-growing tree species 
including tree selection and improvement, soils 
management, seed collection and storage, tree nursery 
establishment, and application of biotechnology 
methods;

improved methods of natural family planning and other 
contraceptive methods and techniques.

We are putting a major emphasis on biottchnolgy, oecause these 
new techniques promise to make possible major breakthroughs in 
agriculture, health, and energy.

In agriculture, AID initiated a central program in biotech­ 
nology in FY 1983, encompassing research using plant tissue 
culture to produce stress-tolerant crops and to develop greater 
pest resistance; to improve the ability of crops to use 
nitrogen from the air through improved Azolla legumes and other 
nitrogen-fixing systems; and to develop monoclonal antibodies, 
DNA probes and other molecular techniques for use in diagnostic 
or preventive medicine for plant and animal diseases.
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The promise of genetic engineering depends on having needed 
genetic material to manipulate. Fundamental to all genetic 
improvement is maintaining a rich stock of biological resources. 
As natural ecosystems are disturbed or desttoyed through human 
intervention, the need to take positive measures to preserve 
the world's biological diversity becomes increasingly urgent. 
AID is supporting conservation of genetic resources, through 
international, multidonor gene banks such as those maintained 
by the International Board for Plant Genetic Resources, as well 
as through projects to protect and preserve species in situ.

Our efforts to use research to make possible a "green revolu­ 
tion" in Africa have achieved some breakthroughs. Farmers in 
Sudan and Mali are growing new drought-proof sorghums that yield 
50% to 100% more than traditional varieties. The production of 
new high-yielding hybrid corn varieties has spread rapidly in 
Kenya and Zimbabwe. New varieties of cowpeas in West Africa 
are resistant to insects and diseases, and produce high yields 
despite drought conditions.

In health, genetic engineering technology has put AID on the 
thresholod of developing a prototype vaccine against malaria, a 
disease to which 59% of the world's population is exposed and 
which afflicts 225 million people per year. AID sponsored 
research has demonstrated the capability to produce a vaccine 
against plasmodium falciparum, the most virulent form of malaria 
in human beings. This is the first human vaccine to be de­ 
veloped through genetic engineering techniques.

Malaria is only one part of AID'S program to develop new 
vaccines. The Agency recently signed an agreement with the 
U.S. Public Health Service to develop a variety of new and 
improved vaccines directed against major Third World health 
problems, and suitable for Third World conditions. The first 
two vaccines to be tested under this program are for measles 
and rotavirus diarrhea, the single most common cause of serious 
diarrhea in infants in most parts of the world. The development 
of heat-stable vaccines would obviate the need for refrigeration 
in field immunization programs; such a tecnnology breakthrough 
would dramatically expand primary health care delivery.

One example of the revolutionary potential of research is the 
discovery of Oral Rehydration Therapy (ORT) as a treatment for 
diarrheal disease, the leading cause of death among children 
under five in the LDCs. This simple technology which replaces 
the loss of bodily fluids and salts caused by diarrhea, is one 
product of the research on diarrheal disease which AID and oth«r 
donors have supported since 1961. In various countries it has 
now been demonstrated that ORT can cut child deaths from 
diarrhea by 50% or more.

In population, AID support of biomedical research has already 
led to safer and more effective sterilization procedures, and



-76-

the use of the low-dose oral contraceptive, vaginal contracep­ 
tives and the new and improved lUDs. Funding is being increas­ 
ed to accelerate the development of contraceptive technologies 
which are believed to be almost ready for use. These technolo­ 
gies include advanced lUEs, subdermal implants and other long- 
acting contraceptives, progestin-only oral contraceptives and 
several barrier methods, along with better information on nat­ 
ural family planning. The biomedical research program also 
supports clinical testing to assess the acceptability, safety 
and effectiveness of contraceptive technology in developing 
country settings and the transfer of new and improved fertility 
technologies to the LDCs. Studies on the use of natural family 
planning methods and forms of contraception address important 
questions about the conditions under which various family plan­ 
ning methods may be most appropriate and effective. A number of 
large-scale epidemiological studies have been initiated. These 
will measure and analyze, among other things, the mortality and 
morbidity of contraceptive users and non-users.

We believe the results of these research efforts could begin to 
have profound impacts by the year 2000.

The International Agricultural Research Centers (lARCs) are 
among the most important vehicles for carrying out needed 
research. The United States contributes roughly 25 percent of 
the total donor support for the centers.

Sponsored by the Consultative Group on International Agri­ 
cultural Research, the centers include the International Rice 
Research Institute, the International Center for the Improvement 
of Mai2e and Wheat, the International Center for Tropical Agri­ 
culture, the International Food Policy Research Institute and 
other bodies.

The lARCs' missions are diverse. They develop new technologies; 
the^ train LDC scientists, extension agents and administrators; 
they breed new crop varieties; they undertake research on agri­ 
cultural policy.

The greatest IARC success has been on wheat and rice production, 
the staples of many LDCs. In South and Southeast Asia about 40 
percent of the rice area is now planted with nodern varieties 
developed through the work of the lARCs. With respect to wheat, 
we estimate that in 1983 eighty-four million acres were planted 
with improved varieties developed by lARCs.

To carry out this research program AID has taken steps to work 
more closely with the U.S. scientific community. Tnis vast pool 
of expertise will greatly strengthen the technical resources 
that the U.S. can bring to development problems.

The mechanisms that we utilize to increase the participation of 
U.S. universities are diverse. The Memorandum of Understanding
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is a long-term agreement between AID and one or more univer­ 
sities to cooperate in critical areas. In return for a commit­ 
ment by AID to provide resources, the university guarantees to 
make available for long-term assignments a specified number of 
faculty in certain fields. Present focus is on food production 
in Africa, drawing on U.S. expertise in jreas of irrigation, 
dryland farming and water management.

For conducting actual research with U.S. universities, AID 
awards direct research contracts and also provides funding 
under the Collaborative Research Support Program (CRSP). Both 
types of arrangement involve developing country institutions as 
participants in the research.

Research networks offer a way to accelerate research while 
strenthening LDC institutional capacity. The more economically 
advanced countries cannot supply all the needed technological 
solutions. The developing countries rightly want to build up 
their own capacity to generate technologies and to adapt bor­ 
rowed technologies to their own needs.

An increasing proportion of AID'S research activities will be 
carried out through international collaborative research net­ 
works. In this approach, a number of institutions in LDCs, and 
in one or more developed countries, make a long term commitment 
to pursue coordinated research on a common problem. Such net­ 
works are being developed for forestry and fuelwood in Asia and 
Central America, and for dr<r\and agriculture in the Near East.

AID/Washington and field staff work together with LDC scientists 
and ministries to define specific research questions appropriate 
to the needs and institutional resources of each participating 
country. The patties then design and organize a collaborative 
research progran drawing on the facilities and expertise of LDC, 
U.S., and international institutions. The design includes pro­ 
vision for periodic review and evaluation of progress, so that 
the specific activities at each site can be adjusted to reflect 
new knowledge and the changing capacities of the participants.

The network utilizes and enhances the comparative advantage of 
individual institutions, while enabling them to draw on other 
resources to compensate for their particular limitations. While 
building institutions in each participating LDC, collaborative 
research projects strengthen transnational research linkages 
among LDCs and between LDCs and developed countries. The multi­ 
plicity of cooperating institutions facilitates and accelerates 
site-specific adaptive research. Interaction with partner 
institutions facilitates not only the development and adapta­ 
tion of the improved technologies, but also a transfer of the 
methodological franework in which the research is accomplished. 
Finally, and perhaps the most crucial factor, the long term 
commitment of the participants assures sustained financial and 
scientific support where a longer-term effort is needed.




