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VOICEs The U.S. Chamber of Commerce presents
International Forum. today“’s guest speaker will be Peter
McPherson, Administrator of the Agency for International
Development. He will discuss today’s ooportunities for
American business in U.S. foreign Aaid programs. And now
today’s International Forumi here’s Jean Mazur.

US. MAZUR(ph.)t welcome to International Forum.
The focus of today’s program, the U.,5, Foreign Aid Program,

Ihe U.S. Sovernment’s approach to providing
foreign economic assistance 1is chanqging and that news is
700d news for Amarican biisineass. T[he RmAagan Administration,
racognizing the important role the private sector can play
In furthering the erconomic development of Thivd dorld
countries, has heen actively redirecting its aid program to
include more of a private sector dimension.

A Bureau for Private Fnterprise has been
estahlished within the Aid structure and all regional
hureaus are expected to identify private sector projects to
sunport as well., Closer working relationships have heen
nstablished with husiness, but many In the U.S. husiness
community guestion whether there are opportunities for their
companies provided by this new Anproach.,

Here in our business studios to discuss the
condition of the U.S. Aid progran today, where it is heading

aind what it means for American biisiness, are Frank Balanrce,
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President, Action for World Developments Samuel Hals, Jr.,
President of Fnergy Development Internationalt Steven
Dimoff, NDirector of the Washinqgton office of the
U.N. Association of the U.S.3 and moderating today’s
discussion, Fred 3Stokeld, Director of International Economie
Policy here at the U.S. Chamber of Commerce.

MR. STOKELD: [hank you, Jean. Prople tend to
have strong opinions about foreign aid without necessarily
knowing much ahout the program’s inqgredients, so I thouqght
we’d better begin with a summary of what constitutes the
J.S. Foreign Assistance Program and how much money is
involved.

Steve, could you start thinqgs rolling with a few
labels and numbers to put all this in prrspective?

MR. DIMOFFt Thank you, Fred. I think our Foreiqgn
Assistance Program has two mAa jor sides to it: a hilateral
side, which essentially involves our relationshin with
Individual countries around the world, and the multilateral
side, which involves our contribitions to the various
international lending institutions and itnternational lending
organizations which have developnent programs.

As far as our nilateral program goes, Ne have 3 $5
hillion-a-year program in agriculture, population, health
Aand technical assistance activities. Our multilateral
Activities include our contributions to the World Bank Aand

various reglonal .evelopment banks in Asia, Afrieca and
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Latin America.

MR. STOKELD® Very good, Steve. And now, Sandv,
from the viewpoint of American business, what other main
questions are ncw bheing asked about U.S. Foreign Assistance
policy?

VOICE: I would say the perceotion of people,
particularly not in Washinqgton, is still Aan agency that
largely funds human-needs-kind of activities: health.
education, the hasic infrastructure. And in fact while 3
lot of that still goes on, increasingly there are examples
of private-anterprise~development-sorts of nro jects.

Presumably, some of thnse Mr. McPherson will he
speaking ahout today, but increasingly within the last two
or three years there’s heen attention paid to incentives for
oroduction, financiny institutions, incomr=-generation
opportunities. a very significant kind of chanqge in bhasic
outlook that’s not necessarily raflected in the numherss
ti.at is, within an agricultural project you may just do that
project differently than you did hefore.

YR. SIOKELD: Now, Frank, the main question: Is
ald In the !l.5. national interest? Is it really worth all
the hother?

M. BALANCE®  Fred, this is a question that people
have heen asking evar since we got involved in aid programs

with the #arshall Plan at the en! of the Second #orld War ,
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and while there’s a lot of debate on the subject, I think
that most prople who’ve looked at the program wonld sAay,
"Yes, it’s very clearly in the national interest."

It’s in the national interest qenerally in the
larger sense of our responsihilities in the world as the
leader of the Free World, and it is in our national interest
in A narrowar sense from the economie perspective of tha
business community, becaiisa therass 1 tremendous amotnnt of
husiness generated in aconomlic tiams developed as a result of
the aid program.

We only have to look At, say, the headlines of the
last six months or so in terms of the role of U.S. banks in
international developmentt we reilize the intarconnactedness
of the world. And [’n sure 1t’s a point that Mr, McPherson
will make as AID Adninstrator, bhut come of the facts are
tnat one out of four acrnas of U.,S5. farmland Joes to exports
to developing countries,

Without that, 1.5, farmers would he in real
trouhle. Forty parcent of U.S. eaxports now 70 to developing
countries, and they’re our fastest-qrowinq market for
exports, and in many ways they take the leading edge of
U.S. technoloqgv. So that our exnorts to developing
countries are very important and without an aid nrogram ancd
the financing that It provides and the qovernment contarts

Ehat it provides, we would undouwtedly lose some of those
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export possibilities,

So in fact we benefit hoth directly from the
contracts, from the fact that 70 percent of the aid monev is
spent in the United States on contracts in this country, and
indiractly from the infrastructure created by the aid
program, hy the climate created by husiness overseas, hy the
aducation and training programs that aid funds, by the
health that makes for a healthier work force and so on.

5o I think very definitely it’s in our national intarest,

MR. STOKELD® Very qood, Frank. Now on that boint
hefore we g0 downstairs, we can say something about the
natinal security aspects of the aid programs. I’m sure
fr. "cPherson will address those today, the importance of
our foreiqgn policy interest that’s in the Caribhean
Initiative that is heing considered in the Congress this
waek,

MR. BALANCE: Well, exactly. Of course, this is a
major Aaspect of the foreijyn aid nroigram, And [ think we
night to say, as prohahly Mr. McPherson will sAy, that the
Ald program {s an instrumeant of iJ.5. foreign policy, and it
can accomplish a numher of differant ohjectives at once and
we hope it does, We hope it has humanitarian purposes, hut
we mustn’/t forget that the foreijn aid program is a foreign
policy tnol of he Uniterd Statas designed to promote

J.S. interests in the world, and it should do that.
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The difficulty, I think, is that there’s often
substantial disagreement ahott what promotes the
U.sS. interest in the world. Fhat’s where the di fficulty
comes,

MR. SIOKELD: Sxactly. And this is a related
point here, that the foreign aid traditionally hasn’t had
much of A constituency of interest around the country, and
this 1s reflected somewhat in the Congress where I
understand out of the five last fiscal year Appropriations
for foreinqn aid, I think only one of those years was a hill
Actually apnropriated. The monevy has Always heen voteu on
the hasis of a continuing resolution.

Do any of vou see Any change in the attitude of
Congress toward foreign aid with respect to placing higher
opriority on it? Requiring, let’s say, a more serious
consideration of the Appropriations of funds for these
programs instead of leaving it to the svstqm. as it were, to
float Aalong?

VOICE®: Well, [ think the Administration’s
initiative in setting Up 3 Committee on Fconomic Assistance
Jjoes a lung way to trying to bhuild a consensius on our
foreisn assistance program. That consensus has not existed
for several years, and it’s increaasingly difficult to get 2
consensus, gyiven the various levels of military security

policy numbers that we’re lookinj at, and the various
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numbers that we’re lookinqg at,

The proportion has bheen the subject of much
dispute in Congress and i{t’s heen di fficult to arrive at
Some consensus on exacly what a foreign aid bill should he ,
what the levels of security assistance should be vis 7 vis
development, act.1al development assistance.

VOICE: [ might say someting on that point, if we
hAave a moment here. And that is that generally speaking, in
the last few years there has not heen very much controversy
over the develoment aspect of thea aid program, the hilateral
aspect of the program. That part generally is approved
rather readily without mich difficulty.

The problem comes in the security/ military side
ol the program which is mich more visibhle politically and
where there’s real controversy involved., and that I’m sure
we’ll get to later,

M. STOCKELD®  Exactly. 1 would imagine that
today Mr. McPherson will address the so-called private
sactor emphasis and the bilateral aid programs. That also
raises a question Steve alluded to, that our aid program is
not just a hilateral program associated with the AID agency
or the multilateral srograms, the wWorld B3ank and the other
regional banks., [t has much of Aa private sector emphasis,
whatever thit means, which wa’]l et Into -- crent into the

Horld Bank’/s thinkings woiild youl say, Stevae?
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MR. DIMOFF: I think the Treasury NDepartment
Assessment of the multilateral development hanks, the
Administration has found that there is indeed a private-
sector emphasis in the Bank’s programs.

There are various nroposals that the
Administration is advocating in negotiations for
replenishments, greater co-financing of projects, a more
specific maturation and Araduation policy of countries ont
of the various development loan windows.

All in all, though, I think the Administration has
haen rather positive in its emphasis on multilateral
development bhanks.

MR. STOCKELDt Very qood.

VOICEs  Fred, [ might say at that point, that with
Tom Clausen coming in as president of the World Bank -- and
he was chairman of the Bank of America prior to heing
Appointed to his post as president of the World Bank -- that
there has heren a subhstantial emphasis -- change {n emphasis
and A move to the private sector in a suhstant ial deqree,
and it was a chanre that occurred almost simul taneously with
the Reagan Administration coming to power, It certainly was
7iven a push hy the Regan Administration, and the Treasury
report that Steve refers was part of that effort,

But Tom Clausen had an inclination in that

direction. His hank had heen heavily involved in lending to
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sector approach with him when he came to the World Bank, So
1t’s made a difference In the World Bank as well,

MR. STOCKELD: Excellent,

VOICEs I think there’s one other point thAat“’s
important to consider ahout the private sector initiative,
and that is that it haopens for mainly other reasons, that
more And more, not only AID aid hut also multifeieral ald is
coming to be focised on Africa simply because of the
pressing probhlems there. And particularly with the
Jraduation policy and so forth.

That, anain, is qoing to focus more of the
strictly development resourceas on Africa, and I think most
of us In the business feel that Africa is hy far the most
difficult environment in which to try to make the private
sector anmproach work, whether it’s in agriculture, small
anterprise development, the financial institutions,
whatever. [Ihere’s just less of a history there, less
Infrastructurets a lot of other reasons.

MR. STOCKELD® Very good. That raises now the
question that some of the critics of the prevailing
traditional approaches to aid have tended to polarize aroun-
whether bhasic human needs, which is that part of the aid
program which has placed priority on providing water,

irrigation, infrastructure, to these very poor countries,
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as opposed to what we’d call the development of economic
activity in a more direct senses manuf acturing, farming and
so on,

lhere tends to he a division of opinion of which
side we should emphasize, and much of the criticism that we
see today on the aid programs sunggests that the model to
follow is that of the so-called market economy as evident in
South Korea or Taiwan or Hona Kong, who graduated from aid
programs, as opposed to those systems which like Tanzania
and Zambia and Africa which have heen the recipients of very
Jenerous Aaid donations from many countries, but don’t seem
to be showing much signs of economic progress.

How do we pick the honas out of this general
question of which side should be emphasized? [s this a
valid comparison?

We are ready for downstairs now, Jean?

M5. MAZUR: And now we will go live to the Hall of
rlags where Dr; Michael Samuels will introduce today”’s
featured qguest.,

DR. SAMUELS$ Our thre= members of the business
community, upstairs in the Biznet studios., | would also
note that there is a chance that the entire video tape of
the full hour-long program that will be put together will bhe
sent around to all the AID missions throughout the world.

So when you think about questions to ask, vou
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might think about a larger audience than just thié one here,

One piece of housekeeping before I introduce our
speaker, and that 1s to call the attention of all of you to
a brochure that is on the tabhle in front of you advertising
the annual corporate briefing of the Association of Amarican
Chambers of Commerce in Latin America.

This briefing is normally done in New York, but
it’s being done here in wWashington for the first time this
year. The briefing is done hy senior corporate officials
Active in local American Chsambers in Latin America. So if
you or anyone in your company has an interest in Latin
America, you will not find a hetter-qualified presentor or
group of presentors than those who will he at this
nriefing,

We Aare very honored this afternoon to have a very
special speaker. Peter McPherson is the Administrator of
the Ajency of International Development and Acting Director
of the International Development and Cooperation Agency.

In this capacity he i.as brought long axperience in
hoth government And the private sector to bear at trying to
Address the nation’s interests of both the human and
development nature throughout the world, and particulAarly
the developing countries.

We are honored as longtime supporters of the aid
legislation here at the Chambar of Commerce, and on hehalf

of the U.S. husiness community, to have Peter speak to us
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today and answer any questions vou may have, Peter
McPherson.

(Applause.)

MR. MC PHERSON: Thank you, Mike. It is very nice
to be here. This group has been a lonq-SUpporting Jroup of
foreign aid and it’s especially nice to be here to talk
Aabout it,

Let me be frank with you. Aid has long been
viewed by many Amricans, perhaps some of you here today, as
an international welfare program. Some believe that we are
simply throwing money down a rathole. I[’m here to dispel
those thoughts.

There are three key points I’d like to make todays
One, that aid does help the U.S. economy and in reality is
an invVestment in the American economyst two, that aid
Increases our national Ssecurity, especially as President
Reagan has restructured that proqrami and three, aid has
Around the world axperienced some dramatic successes, Aand
with our new restructured efforts, we believe we’re going to
have even more of these successes,

et me first begin with the U.S. economic bhenefits
of our foreign aild program. The degrere of Interdependence
between countries, ourselves and the Third Wofld has
increased dramatically in recent years, and we believe will

continue to do so.
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Trade with developing countries has become an
important part of the U.S. economy. Every state in the
union is now involved in exportina to developing countries.
Let me cite some numbers. Ir 1981 our exports to developing
countries were 43 percent of the total exports. This
contrasted with about 10 years Aon when only 30 percent of
the total exovorts were to developing countries.

The growth of U.S. exports is especially dramatic
to countries which have had rapid economic growth, such as
Rrazil and Korea. U.S. exports and manutractures have shown
particularly strong growth. More than 80 percent of the
manufacturing fobs created, more than 80 nercent in the late
1970s, ware linked tn exportss and fully one-eiqghth of all
U.S. Jobs in manufacturing are now export-reiated.

Sales to poor nations mean about two million jobs
for U.S. citizens. FExports of agriculture products are very
Imonrtant Aas well. Exports to developing countries of ag
products account for about 20 to 25 nercent of greoss farm
Income; very significant in fact indeed.

In addition to qenerating Jobs for workers
directly invnlved, there are many service-associated jobs
that create substantial employment and income for the
UsS. as well?® qgrain elevators, transportation, insurance,
banking and so forth.

In brief, trade in general and the developina
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world in particular have improved -- have been very
Important to us. And as the Third World improves its
economic performance, the Third World’s capacity to huy our
300ds and services has incraesed enormously, to our obhvious
benefit,

By the way, I might mention that abhout two-thirds
of the money that we send abroad in foreign ald comes hack
to us immediately in the form of purchases of qoods and
services. In short, what we send abroad, much of it comes
right back.

Recently, for example, an AID contract with a
manufacturer 1in Alahama, millions of Adollars were genarated
Iin the purchase of g00ods from that manufacturer and ahout
930 jobs were involved in that contract. That community
certainly thought that AID was relevant.

Let’s look at the other side of the coin, what
the United States buys from developing countries., Our
society needs many imports to function, and strategic
minerals in particular come from developing countries.

For example, wn depend upon developing cotntries
for 90 percent of our tin, vital to our electronics
Industrys 88 percent of our hauxite without which our
alrcraft industry simply could not qo ont 75 percent of our
cobalt needed hy our steel and niuclear industries, and so

on,
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Just imagine a car without a starter switch, a jet
plane without an engine, a TV set without a picture tube, a
computer without a memorys or for that matter, a fourth of
July without fireworks.

Without imports from developing countries these
and other necessities and conveniences would he, to say the
least, uncommon. And we‘’re depending more and more on Third
World countries for this kind of flow of goods, especially
as I mentioned to beqgin with, the strategic minerals.

Of course, some of the things that we import are a
lot more commonplace, perhaps not as vital, hut important,
Y2 percent of our coffee comes from developing countries.

Let’s turn now to another benefit of the foreiqgn
aid program, national security. To a considerable
extent, U.S. security depends upon the political and
economic health in the Third Norld. Afghanistan, El
Salvador and the Middle Fast are examples of the impact
Third World countries have on the U.S.

In examining our overall security needs, this
Administration has tried to halance the hudget demands with
the needs for a strengthened international situation,
Prasident Reagan concluded that the U.S. national intereast
demanded a strong foreiqgn ald program, an he has personallv
fought for that program on several 2ccAasions.,

This is not surprising. The decision to provide
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ald is a key foreign policy decision. Successive Congresses
and Administrations, beginning with Roosevelt and Truman,
have recognized the importance to our foreign policy of a
strong foreign aid program, and President Reagan was
continuing on with that tradition.

Why caire ahout people thousands of miles away, so
many people ask, when we have our own prohlems here today?
Let’s take a look at our naighbors to the south for a
moment. That will give us [ think some clearer idea.

[“m sure you will agree that Latin America and the
Caribbean have a direct hearing on our national security.
Our vital concerns in the reqgion include keeping the sea
lanes clear. Latin America and the Caribhhean Aare important
to our efforts to limit the spread of nuclear
and conventional arms,

Still other important concerns have to do with
keeping down tha flow of narcotics and of course
undocumented workers coming across to our horders.

Economic stagnation in the Carihbean could cAalse
== and does cause =-- misery and discontent leading to unrest
and exodus of the so-called hoat people, The cost of
maintaining and relocating from the Caribbhean coming into
the United States is stangering. 700 million from 1980 to
1982 was the cost,

We all know the problems of the Middle [Zast. The
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U.S. foreign aild there is a vital tool in our afforts
there, as it is in the Horn of Africa, in southern Africa
and so on,

And for all these benefits, economic and foreiqn
oolicy, the foreiyn aid program is really one of relatively
small cost, and I might say, is a relatively shrinking oart
of the total Federal budget. The combined bilateral or
multilateral hudget represents only | percent of the total
U.S. budget, | cent out of every dollars.

It’s ahout .2 percent of our qgross national
product. That’s by comparison, [ might note, of diuring the
1950s when the foreign aid program was ahout 3 cents out of
every Federal Government dollar, and was substantially
larger as a percentage of GNP.

Finally, let me spend a little time talking ahout
the successes of AID., Twenty-eijht vears ago, for axample,
war had delivered the final blow, so to speak, tn South
Korea, a nation already weak from years of hardshin.
Massive destruction and wretched living conditions ware
averywhere. Nine millfon people were homeless. The
fighting had leveled three-fourtihs of the country’s very
limited industry. T[here wasn’t anouqgh food to g0 around.

The country never had -- and still does not
really have —- any natural resources to speak of. To make

matters worse, a larqe percentage of North Korera’s neople
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2 di fferent Korea from what I just descrihed.
3 Visitors today see an industry on a grand scale

4 and signs of A rAapidly qrowing standard of living. The

5 bustling populus is well fed, well clothed and well

6 educated. FEverywhara there are signs of growing

/ prosperity.

8 Korea’s evolution from poverty to prosperity is
Q one of olr proudest contributions. We helped a determined
10 neople to help themsalves, to mohilize their potential and

I to prosper. AID and the U.S. Government has left its mark
12 all over the country. A power plant generator Along the Han

13 River bears a plaque with the U.S.-AID “andshake. The

14 rallroad and port facilities are reminders of the

15 J.S. contribution.

16 AID helped buil: schools and set up training and 1
I/ host of different vocations., In 1961 Korea’s per capita

133 income was s8/. Ry the end of 1930, ahout 29 vears later,
19 it had risen to 1,500, [n A sinyle fgeneration Korea hecame
20 A major U.S5. trading partner.

21 Our exports to Korea reached ahout 5 billion in

22 1980 and we’re still growing. When [ think of Knrea, of

23 what it was and what it has hecome, | know we are doing morn
24 than just fighting a rear-qguard action Aajqainst hunaer,

25 poverty and 1ignorance. We are making a difference,
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Ihe prohlems are reallv not ton biq to he solved,
[he contribution of foreign aid, a dedicated poptilation and
the right policies of ponsr countries together can make major
contributions and bring ahout maljor change,

Undeniahly, [ helieve I],S. foreign aid has made
the world a hetter placa. wWe have done more than just dent
the world hunger problem.

To take another exampla, India is one of the
poorest and most populous corntries in the world., Most
prople here remember seeinq pictures of starving people in
that land not many years ago. Yet die in part to the help
from the United States, [ndia has nearly achieved
s2lf-sufficiency in food grains.

In the 750s and “60s, AID sent over agricultural
experts. #e helped build fertilizer plants and irrigation
systems., We brought in Americans to train extension workers
And bolster research of high-yield crops. As a resilt,
India’s grain production went from ahkout S0 7illion tons in
middle 1950s to 3bout 190 million, three times production,
by last vear =-- enormous foo-d pProgress,

President Reaqgan has miade the foreign 3id orogram
N stronger proagram. e have bhenafited from some of the
mistakes in the past &and of course there were some. He
certainly have moved away from any kind of program that was

in the nature of an international welfare program, We have
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The President has consistenily stressed iniiviAdual
initiative in a free market system rather than government
intervention as the surest route to economic growth,

In unveiling the Carihbean Basin Initiative, for exampiLe,
the President outlined the need for a program to create
conditions under which "creativity, private antrepreneurship
and self-help can flourish." AID now fosters market forces
and local husiness conditions in developing countries,

In brief, we try to make full use of the magic of
the marketplace. Private enterprise is now a way of
thinking that is heing institutionalized at AID. Beafore
this Administration, AID had almost stopped using the
private sector for development purposes. Now it is an
approach which we use throughout our AgRNCY.

Also, we’re paving much more attention to policy
reforms in developing countries hecause policies Are so very
important, so central in what happenst whether there’s
rconomic growth or mere stagnation.

We see ourselved at Al) as sort of development
bankers, bankers who put monav on projects where there’s
joing to he a chance for qrowth, which usually means that a
country has to have a policy context which will encourage
Jrowth,

Under this Administration, we use AID monies to



A400 01 04

3

OMTglo

i

22
leverage or to encourage host governments to set up legal
rules of the game which will encourage rather than
constrict indigenous and American investment in opoor
countries., We helieve we can do no less in efficient use of
the taxpayers’ monies,

In conclusion, we fael AID is 1) Important to
Us.S. economyi 2) a very important tool for our U.S. foreinn
policys and 3) we know that we’ve made some ma jor
contributions over the years to poor countries., AID
benefits all of us, we balievet the U.S. husinessman, yor
here, the United States, and the ThirA world,

It’s good to he here and | welcome your
questions,

(Applause,)

DR. SAYMUELS: Thank you very much, Peter.
Yr. McPherson has ajreed to answer querstions not just on the
text of the speech that he 53ve, hut also on specific
programs if you wish to ask them.

Are there any questions to start it all off? Yes,
ma‘am,

VOICES [ saw in A recent nawsletiter that a
oroposed foreian aid package to lebanon was 70in-y to have A
certain amoiint of those funds tied to plirchases of
HeS5. nroducts.,

[ think 1t’s a s1%) hillion Al 1 packaqe and $4v

hillion of those dollars {s supposed to he for purchases of
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2 MR. MU PHERSON: Rijht,
3 VOICEs  Has AID ever used this kind of package
4 hafore, and if not, do you think that AID will he using it

5 in the future?
6 MR. MC PHERSON: Yes, we have. We have Aabout

/ $300 million of the billion dollars going Into Egypt going

8 for that purpose, and a suhstantial portion -- wsll, at
9 least some of the monies 70ing Into the Carihbean were i15ed
10 for that nurposes as well.

I [t is a proqgram which [ think has to be carefilly

12 tailored to the situation, but indeed it is sometimes A

13 vital tool and we think that in Lebanon it’s a gnod axample
14 of where it’s important.,

5 In our reconstruction =fforts into Lebanon, it

16 bacame clear to me that if we didn’t watch it, the

17 U.S. would he the qovarnment to provide all the charity

18 relief and the French and I[talians and averyhody else woild
19 walk away with all the hig contracts for their b'isinassman,
20 And that was something I didn’t think yoit wotlld wAant me tn
21 have hanpen and 90 unnoticed, an{ so we have put tojether
22 that package.

23 I think that over the nevxt fow years we’re qcing
24 to find that Lebanon i{s a very 1mportant husiness par tner

25 of the United States, and we’rn anxiotls to have our
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foreign aid effort, cur contributinn to the reconstruction
b2 set up in a way that will contribute to that lonq~term
sound relationship.

VOICEs In speaking of allied programs with the
overall Ajzency for [nernational avelopment, the [rade
Jevelopment Projram hrings together hoth private enterprise
alements as well as the return to the United States of
axports. e have seen a rather 7nod growth in this hut not
in relation to the rast of the nations, major nations of the
world with similar-type programs.

Could you comnent on this growth and its future
AS yol see 1t?

MR, MC PHERSON® Last vear the Carter
Administration had a Trare Development Program budget of $4
million. We are asking Conaress for fiscal'vear ’84 to
nropose $22 million in the program.

[ can anvision a steadily nxoanded Trade
NDevelopment Program. I’m sure we have to take one step at A
time. Congress will probably qgive us this amount but there
is clemar some hesitancy,

for thnse of you who don’t hanpen to he aware of
this program, this is a program where we help finanre
frasibility studies for projects that are qoing to he
constructed in [hird World ecountries. [f there’s a major

dam or thare’s a major plant heinqg put up in a Third World
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country, 1t’s very important for U.S. hiusiness to he part of
the feasibility study on tht projrct, berausa onre yoilr’re in
the door doing the feasihility study, the chances of vour
beinyg able to follow up with either executing the contract
or making major sales in connection with that ara
considerabhly enhanced.

And so [ have felt that this is something we
really ought to expand and we’re doing 1t.

Incidentally, we’ve expanded that TDP hudget, one,
by asking Conqgress for more money, hut two, hy shifting
money into ['DP fvom other programs. Last year wea put A
couple of million extra dollars into it. We‘’ve Jot A
separate program -- the Congressman here is smiling, he
knows how that’s done -- we have in Fgyot, we’ve got A
separate feasibility study program of ahout $7 million.

I think that’s one of the hiajest contrihiutions we
cAan make to everyholy., We have started off with the
assumption that there should he a mAarriage hetween
U.S. business and davelopment of the Third World, that we
shouldn’t assime that there was nothina to he contrihuted or
s5omehow or other they should he separated, And [ think the
Thrid vorld as well as the UJ.S. husiness comnunity is going
to reap the benefits of this marriaqe for growth,

VOICE:  One area of concern for the exporters has

haen the area of mixed credits. The question that [ have
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is this, [ know that they are bhest heade- program in kqypt
ind it has heen quite helpful. f{he question is whether or
not AID is considering to expand is projram on A worldwiAde
hasis,

MR MC PHERSON: We Ao have a program in Egyot, Aas
you just indicated, some $75 million. A mixed credit
proaram, by the way, {s a2 comhinition of qovernment monies
which will in effrct be ahle to reduce the interest rates
that foreign entities muist pAay far the niurchases of goois or
services, so you’re mixing government money -- with soft
money, 1if you will, with private money that will come on
harder terms,

Now we’ve taken a nosition that this is
essentially not a market force kind of thing, and that we
want to discouraje it. We don’t like it. Unfortunately, we
live in the real world an+ the French and some others have
not taken such a philosophinal position on this matter, as
[/m sure most of yorr have hncome aware in your various
lealings, and so we have heen forced to, in the case of
9ypt, move in and provide some mixed credits.

Now this has heen in the nature of kind of an
expanded, kind of an Eximbank sort of frnction, if you
will,

Now, we have A paper out in which we say on A

cise~hy=case hasis we’1l look at further expansion of
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mixed cradits, We want to hn surae that whataver we do in
mixd credits is in fact helpful to the country
developmentally.

We don’t have any other proqgram tirmly in plare
other than Eqgypt, but we are willing to look at it on 13
country-by-country hasis,

Frankly, I would like to expand that program in
Tyypt. I mean I am prepared within the context of really
11ite A large orogram to i1se as many dollars there 3as it
takes to have U.%5. hitsinassmen 72t a fair share -~ to he
treated fairly, you minht say,

VOICET  Althourgh votr toueched upon this in your
Address fleatingly, I was wondering if you could explore in
A little greater detajl ANy efncouragement that AID might
want to qive to Third %World countries in innovations in
financial institutions which could effectively realize some
of the trade henefits which you describe.

[“/m thinking, for example, of revolving funds
which would attract private .S, industrv ahroad,

M. MC PHERSONG  We have haen sunporting various
venture capital entitins, for ax3amnle, one in Jamaica, onna
in Indonesia, various leading firm funds and so on. In
Aaddition, we have recently mntered into an Agreement with
the Siam National Bank of Thailand In which we’re

sunplying a couple of million dollars., Siam National Bank
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2 OMIglo I Is supplying a couple of Additional million Aollars, It’s 1
2 very major institution in that country that hasicallv is
3 focused on Bangkok.
4 Bangkok 1is entirely different than the rest of
5 Thailand. It’s 1 big, bij city and fairly high per capits
6 income and out in the northesast you get like a hundrer. per
7 person annual income. So it’s -~ and we’ve sAaid to that
8 bank, "Look, wn”’1l give vou a loan, you mateh it, and in
Y turn you 3o out and have hranches out in these ares where
10 vou previously haven’t heen doiny usiness,n

I In effect, trving to 2ncourage with 2 [{ttle

12 incentive, a little soft lean money -~- to bhe honest}

13 ancourage that {nstitution to expand and look hevond.

14 It’s like this countryi you have some institutions
15 that are very innovative and Aggressive and very service,
16 or a whole range of socinty-oriented, an+ others

17 which aren’t. Ani we think we can kind of prod and bpush to
13 72t more done.

19 Incidentally, there’s a point in connection with
20 that Thailand institution ] wanted to make. A key part of
21 that loan is A little money for the hank to provicle

22 training, manaagment training to the people who get the

23 loans, People who et the loans Are going to he pretty

24 modest bhiisinassmen, Agrihiusiness kinds of Activity out in
25 the countryside.

26 [ mention it beacause [’m 2 firm bheliever that
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hy and larqe the [hird World doesn’t nead resources as much
15 they need people with traininvy,

Secondly, they need some technology and they naed
institutions, but the hottom of orogress almost alwavs is
prople who can do things.

Look at this community, look at the communities
where you came from, and I think you almost always find that
i1t’s the people, it’s the institutions that make for
economic growth. And we have moved away from =-- it’s not
the first time AID has done it, it’s an old institution
that’s tried almost everything, hut we moved away from a
husiness where we try to give perople joods and services
directly. It fjust doesn’t work.

International welfare just doesn’t work. You
don’t give people fish, vou teach them how to fish. And
that’s a concept that goes throuyh all of our activity,
Includiny the Siam National Bank loan.

Yes, sir?

VOICE: Mr. McPherson, there are a numhér of
middle-income countries that are AID graduates, where we had
extensive proqgrams. You’ve mentioned India and Korea.

[here are others where there are a lot of linkages that over
the yrars have henn developed, Institutions that were
originally finaneand hy AlD. Many of them are still

developing countries. althoush they’re middle income.
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2 OdTglo I To what extent are the private-sector-orisnted
2 programs ~- and [ know that [DP does operate in some of
3 these countries -- hut to what extent are you planning or
4 thinking of extending the activities of PRS, the private
5 enterprise activities, to work with private-sector groups in
6 these countries in developing johs and other typrs of
7 relationships?
8 MR. MC PH:IRSONt I would envision that the
Y principal instrument will continue to he the Trade
10 Development Program and the (Overseas Private Investmant
A1 Corporation Insurance programs,
12 [ don’t envision there to he much private-sector
I3 Activity outside that‘we would he financing outside of

14 that, We continue to find so-called punch corps(?)

15 activity, which is an executive retired training groupinqg
16 that does enormously fqood things and they have a hig program
17 in Mexico, and thay have a hiqg program in Mexiro and Brazil,
13 but we’re phasing out of the -- we’re noticing someone here,
19 nrople contrihuting to this in the pAst -- anyway, this i{s 3
20 program that has done enormotsly nqood things, but we think
2l that Mexico and Brazil, for example, are an aconomic level

22 where they probably ought to he foing their own thing.
23 Actually, forelyn Aid plays a role —- transfer of
24 resources in an innovative way plays a role, hut keeping our

25 borders open for relatively free trade for countries like
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Yexico and drazil -- I mean, it has to ba fair trade, hut
having our horders open, relatively open, is to 1a greater
advantage to those countries probahly than a foreign aid
nDrogram would he,

Th

@D

re’s numbers of things that we can o and T
think we have probahly played the major role that we should
in connection with thosa countrinas,

DR. SAMUELSt  Peter, there was a nuestion [ wanted
to ask -~ in the disriussions Among people who are interested
in development —-=

MS. MAZUR: We have hean listening to Peter
McPherson, /i inistrator of the Agency for International
develonment who is speaking this afternoon down in the Hall
of Flags.

He spoke this Afternoon about the interdependence
of this country and thosn In the developing world and the
role AID plays in promot ing the relationships. Specifirally
he cited the number of (.3, nxports sold in the developing
world: $99 billion worth in 1981, he said. He also noted
the numher of products traded to us by thems everyday
products like coffee and also things of more strateqgic
importance, for instance, certain minerals.

He spoke of the strateqic importance of many of
these areas, specifically the Middle East and the Carihhean

3asin. He 3lso made a case for foreign assistance programs,
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He said they do pay offi he said "we are not throwing money
down the rathole" -- that’s a quote., He cited South Korea
As an example of success. He outlined the Reagan
Administration approach to foreign aid, which he describhed
As stressing the free market system rather than jovernment
intervention, and he said that as important and successful
as AID may he, {ts budget is shrinkinqg.

Here to make sense of this and analyze what was
said is our panel. Fred, why don’t you take it?

MR. STOKELLDS® One point Mr. McPherson made in
putting across his message was that Sotth Korea provides an
excellent example of how aid can work to graduate a poor
country into one of economic self-sufficiency.

Frank, how valid is the South Korean case to other
countries involved in the aid program? 1Is it just apples
and oranges, or is there something to be learned and apolied
there?

MR. BALANCHE: wWell, Fred, there is undoubtedly a
q00d deal to he learned and applied from the Korean
experience, and Korea really is a symbol for the economic
progress that a numher of Asian countries have made, many of
which are aid graduates. And in that cateqory of Korea are
often included, and [ think probahly Mr. McPherson mentioned
those, Taiwan, Hang Kong and Sinjapore -- all countries that

nave made substantial economic proqgress.
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[ think however that we need to racognize that
there are some substantial dffferences bhetween the Koreas,

Taiwans and so on, and some of the problems we’re now

- Aancountering with particularly the poorest countries in

Africa,

For one thing, the Asian countries by and large
had very long histories of education, they had ralatively
well-trained manpowert particularly Hong Kong, Singapore Aand
Faiwan are really export platforms where the labor character
of the economy and the qualified lahor force makes it
possible to add \ lue to labor-intensive products which are
then exported.

[t Aalsy, I might point out, because Mr. McPherson
also mentioned the trade issue, the countries also devealoped
In a time when we really were in a free trade mode. We are
still 1In that mode but there’s a great deal more presstire of
A protectionist sort than there has heen in a long time, and
to recommend that other people follow that same mode of
development requires many things that African colntries
don’t havet they’re overwhelmingly agricultural, and many of
them dependent unon one or two raw materials, and franklv
the climate ror raw material exports has been very poor
lately.

So the conditions »f a Korea and the conditions of

African countreis are really quite differaent. Meanwhile,
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the world economy has also changed, so that it is qoing to
be much more difficult in the /87s, say, for countries to
export thelir way to development than has been true in the
past.

I think they’ll find it really much more difficult
in the protectionist leanings that we see, whether it
anplies to textile or footwear or steel, whatever, are Joing
to be felt by the newcomers entering this field.

MR. STOKELN® Very good, Frank. That raises
another question [’d like to put to Sandy. Peter McPherson
made many references to this private sector approach in the
ald program today.

in your experiencd, what are some of the things we
should look for in this private sector approach? what if a
country doesn’t hav a private sector to begiin with?

VOICE: Well, first of all, I[’/d say that every
country has a private sector, and not only that, bhut every
country has an entrepreunial sector. In some places {t’s a
lot harder to find than others, hut for axample, an axample
in Africa that’s oftan rited is Kenya, where the small
farmer was really the dynamic force in the mAarketplace for
years,

But even if you go to a country, for example,
Sudan, one finds that when the government finally gets

around to having the kinds of incentives where a farmer
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would have any kind of incentive to respond, the farmers Ao
raspond. A lot of what we call lack of entrepreneurship is
lack of training in finance, accounting and so forth, bhut
in terms of wanting to go out and market something and
ability to respond when the incentives are right, I think
you’ll find even to a great extent in Africa prople do
respond.

What you often find, however, is government
policies where there is no incentive to hrcome an
entrepreneur At any level. The other thing is I think AID
has in the past often used what I would call
non-entrepreneurial kind of aoproaches to its pro jects, and
[711 give you a couple of fairly trivial examples, hut they
relate I think to the rest of AID.

In planting trees, and certainly deforestation is
one of the major prohlems throughout Africa and the tropical
zones generally, the traditional anproach of AID and the
other donors has bheen simply to 9ive the governments money
and let the forest departments go out and plant trees. Now
there’s much more recognition of the fart that markets for
things from those trees exist in the countries and that you
can 1In fact give the farmers a good incentive to go out and
plant the trees themselves and do it on a self-sustaining
basis. It doesn’t need that infusion year after year of

donor money.
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2 OMIglo I Another example that we often use is a very little
2 ones cook stoves, where AIl for a number of years would go
3 in and try to get tha Peace Corps, private volunteer
4 organizations or whatever to go family by family trying to
5 show people how to make more efficient stoves, which was

6 Joing to take well into the year 30N0, I suspect.

7 At the same time artisan and mArketing networks
8 Already existed which were making and selling stoves, an-d
9 now there’s much more, say, "lLet’s stop and use that

10 existing artisan at work, not try to build somethiny that’s
I in fact going to put it out of business,®

12 I would find that [/d say something about trade.
13 think it’s important to put the foreign aid program in the

14 context of what the Administration’s been tryling to do, to

15 fight a kind of rear-guard action to mAaintain some freedom
16 In world trade. And certainly if you look in the

17 carihbean, for example, what’s happenad in the Silrggar mAarkets
13 with the entry of particularly the FEC, far dominates any

19 kind of aid that we would give. I mean the economies have

20 suffered such a hlow hecatse of that that {t’s hard to

21 recoup from it,

22 MR. STOKELD: Excellent. Now there’s 3 ralate
23 fact I’d like to discuss with Steve, hecause we are sereing
24 that the bilateral program is getting onto firmer ground

25 With respect to the interest in the gqovernment and
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consulting with husiness as to the best way to fine
~tune this apparatus, while on the multilateral side our
support of the World Bank consumer organizations.

What {s there to this charge of times that the
Norld Bank may be encouraging developments in some countries
which are opposed to U.S. interests? Is there anything at
all, or Is this just hearsay?

MR. DIMOFF: HWell, Fred, I think that the
multilateral development bhanks by and large serve American
Intereasts very well, From the point of view of their
cost-effectiveness, they’re very cost effective.

Secondly, they complement our bilateral efforts,
they enable us to really kind of build the infrastructural
projects which create the ability of the smaller bilateral
projects to be expanded and they’re also very
cost-effective. For every one dollar that the
J.S. contributes, several other dollars will he contributed
by member countries.

So I think that they searve U.S. interests
extremely well, and I think that’s reflected in
Administration policy, hoth in the past and in the present.

VOICE® Fred, I’d like to say something on that
point. I think it’s important to recognize that while the
United States 1s the larqgest participant in the multilateral

institutions, it hy no means has a veto power at these
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a particular loan, the United States, unless it pulls its

allies along, cannot actually block a loan to a country.
After all, they are multilateral institutions.

The developed countries, Europe, Japan and the United

States, have the clear majority and they clearly set the

policy. But the fact is that there may he orcasions =- and

T N O O N oW N

{t’s entirely appropriate that there are occasions when the
Y policy agreed upon by all the members of the World Bank may
10 not be exactly the same thing as the policy of the United

A1 States in a particular instance.

12 And that probahly is good hecause in fact one of
13 the reasons why -- certainly in the #2705 -~ more attention

14 Was pald to the multilateral institutions 1is that they

15 provide a buffer against some of the more overtly political
16 involvement, and so that for people who are interested in
17 economic devnlopment without the very strong political

13 involvement that the bilateral program often led to., the

19 World Bank and the multilateral institutions have provided a
20 very good solution for that and continue to do so.

21 They buffer the political involvement so that you
22 don’t find the World Bank on the carpet on El Salvador, you
22 find the U.S. hilateral aid program on the carpet.

24 MR. STOKELD® That was a good point. One keyr

25 question involves Congress, and of course the Administration
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has already requested a hillion dollar increase more or less
for the next fiscal year program, hilateral and
multilateral: 9,1 billion up from ahout 8 billion,

What do we think around the table of the prospects
for this package 3etting through the Congress? Can we
anticipate any cutbacks, or what’s the situation?

VOICE$S Well, Fred, we’ve already seen in the
House Foreign Affairs Subcommitt ee Action yesterday on
Central America that there’s strong onposition to the
Administration’s request for substantial increase in funds
for El Salvador. I helieve that was cut hack in halfs I4m
not sure of that altogether,

And secondly, the question of U.S. assistance to
Nicaraguan guerrillas attempting to overthrow the Nicaraguan
Government is a very important and very divisive political
issue, and Congress is arquing =- members of Congyress are
Arjquing that this contravenes the Boland Amendment which was
passed last year, which prevants U.S. assistance to
overthrow the government of Nicaragua Aas onposed to
attempting to cut the supply of arms from Nicaragua to F]
Salvador.

Also, when you consider that the vast portion of
the Administration’s request for an increase in the AID
program is for security-related f{tems, I think you will find

real controversy over thosa, and I would expect that if the
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2 OMTglo Senate Republicans are cutting the President’s request on
defense as much as they are, you will not find great supnort.
either, even In the Senate, for suhstantial increases in the
secuity portion of the AID program.

But Steve follows this very closely and maybe he

has some thoughts.

~N O U MW N

MR. DIMOFFs Well, I think the impartant factor is

the mix of security versus development assistance, and

c @

Secretary of State Schultz recently testified on the Hill
10 that the bill is in fact comprsied of &7 percent of

1 security/ military assistince ani 30-some percent

12 development assistance, and that particular relaticaship
13 will be where most of the conflint occurs,

14 Those who have traditionally favoraed develiopment
15 policies as the cornerstone of the forelgn assistance

16 legislation will insist that that level be increased in

17 order to move the hill along in its congressional path,

18 MR. STOKELD® Very goodi. We’re runniny to the

19 close of our time, but [’d like to quickly go arouni the

20 table just for any last obhservations we have. [ guess I

21 could frame them in the context of a questiont I[s the aid
22 program here to stay? Do we expect to see any major changes
23 over the next few years? Do you feel qgnod ahout the aid,

24 program, Sandy?
25 VOICE: I think it’s here to stay and it’s a
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little like A glaciers that is, T think the private
enterprise thrust, ragardless of who the Adminstration is,
1s going to take years to permeate throigh the bureaucracy,

MR. STOKELDs FExcellent. Steve, do yo'l think it’s
going to wax or wane?

MR. DIMOFF: Well, I think it will continue., I
don’t believe that it’s not subject to change. I think that
the hasic thought of the foreign assistance hill is that
thera’s indeed a jlobhal Interdependence, and that
interdependence requires that the U.S. contribute to that
development effort,

MR. STOKELDs Very go0oid. Now Frank?

MR. BALANCE: [t’s here to stay, Fred. I think no
question about it. But certainly the Reagan Administration
has put its stamp on it and future Administrations will do
the same,

As we have said, the crucial {ssues turn out to he
the political issues, the political issues havinj to do with
who we’re supporting in the worli and what those governments
are like and whether that’s {1 the U.S. national interest.,

MR. STOKELDt Thank you, Frank. I guess I could
say in summary that the aid program, we would agree, is a
living example of enlightened self-interest. Its goals of
aconomic growth and pol’tical st=hilityv are Important to the

United States in terms of johs, in terms of Security,
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And the main thing Is that today the government
that is responsible for carrying out this nrogram is more
and more sincerely looking to business, to the private
sector, for advice on how best to fine-tune the aprzratus of
the program.

I think on that note we’d like to thank
Mr. McPherson for heing with us today and hovoe on hehalf of
All of us here that his private sactor emphasis indered will
bear frult over the next few years,

Do we have time for Aany last comments on this
point?

MS. MAZUR: Thank you for joining us on
International Forum., Join us again on April 27th at 11:00
A.m, Eastern Standard Time for Dateline International, the
program that offers timely analysis of international trade
policy and a perspective on how shifting world events affect
American business interests ahroad.

I[’/mn Jean Mazur for Bisnet(?)

VOICE® This has bren 3 presentation of Bisnet,
the American Business Network, a service of the nited
States Chamher of Commerce.

(Announcement, )



