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UNITED STATES ANNUAL AID REVIEW MEMORANDUM
 

I. Major Policy Orientations
 

A. Economic Assistance Objectives
 

The broad objectives that underlie all U.S. development pro­
grams and policies are the promotion of: (1) increased econonic
 
and political stability; and 2) self-sustained Third World
 
economic growth. Underlying these objectives is a desire for
 
equity--insuring that economic growth improves the economic
 
potential and well being of a broad segment of society,
 
particularly the poor.
 

The American people have long shown concern for the well-being

of the large numbers of people throughout the world who live in
 
conditions of poverty and economic hardship. Indeed this con­
cern is a fundamental motivation for all United States foreign
assistance programs. U.S. assistance programs give expression

to this desire to alleviate suffering and to develop the essen­
tial elements for the achievement by the poor of a life of
 
dignity and hope. Enlightened American self-interest also
 
leads in the same direction. Economic progress of the devel­
oping world is in the long-term political, security, and
 
economic interest of the United States.
 

The two major oil price shifts of the last decade have required

major adjustments. Over the last few years many developing

countries have faced severe economic problems including large

balance of payment deficits, declining and in some cases nega­
tive growth rates, high levels of inflation, rising unemploy­
ment and debt service difficulties. Correspondingly, the
 
capacity of these countries to address their longer term
 
development constraints has been reduced. The ecoromic prob­
lems faced by the Less Developed Countries (LDCs) in recent
 
years have be-n caused in part by the worldwide recession but
 
have often been aggravated by inappropriate domestic economic
 
policies.
 

There are, however, a number of promising events which point to
 
some improvement in LDC economic performance. First of all the
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LDCs are increasingly recognizing the 
importance of adopting
sound policies that can as
serve 
 a strong foundation for long
term development. 
 Secondly, worldwide economic 
recovery, led
by the United States and 
a number of other developed countries,
has clearly taken hold. 
 This recovery, as it strengthens and
spreads, will be inportant 
to the economic prospects of the
developing countries, particularly the middle 
and higher income
countries which have 
a greater capacity to adjust and respond
to 
the economic opportunities of the recovery. 
 Even with the
improvement in economic conditions many developing cuuntries
will continue to fac, 
economic difficulties. For the low
income countries, development assistance will 
 remain critically
important.
 

Development assistance, however, 
cannot alone solve 
the grave
economic problems facing the Third WorId. 
 Economic growth in
these countries depends iundamentally 
on their own policies.
Development cooperation 
in all its forms, including open trade
policies and expanding capital 
flows, can facilitate the
development process but 
never substitute For a country's own
 
efforts.
 

Economic development Q a long-term process. External
assistance 
can play a critical role, especially for lower
income countries. It provides part of the 
resources necessary
to 
address basic long-term constraints to development and, 
in
certain cases, the 
resources 
to help countries avoid serious
disruptions while needed stabilization and adjustment programs
 
are being conducted.
 

As 
a str.tegy for assistance the 
United States has identified
four key areas of emphasis that it will continue to apply
across all programs including the priority sectors 
of food and
agriculture, human 
resources development, and energy. They are:
 

- Policy Dialogue and Reform
 

Long-term equitable development depends heavily on 
the
nature of the 
policies followed by developing

countries. When 
a country requests help, the United
States uses 
policy dialogue to achieve agreement on
the nature of key policy constraints to basic

development and 
on changes that can 
be made with
 
support from the U.S. 
and other donors.
 

Institutional Devel opment
 

The principal objective of these 
efforts is to develop

human 
resources and use them effectively in

sustainable institutions. Our approach to
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1nstitutionalI dviopmnt is pragmatic: wo look for
 
structural frameworks that produce results, which
 
often means encouraging greater reliance on private
 
and voluntary efforts rather than on public
 
insti tutions .
 

-- The Private Sector 

The U.S. believes there a-re many things that
 
governments cannot do, or cannot do well. We seek
 
fuller participation of the private sector as an
 
engine of grow;th. In particular, open and competitive
 
markets often are the best means to deliver the goods
 
and services vital to the development effort.
 

Technol oy__Devel ioiment and Transfer 

Sustained development requires an indigenous capacity 
to adapt, create, and apply a continuing stream of 
appropriate technologies to development problems. The 
U.S. intends to be a leader in supporting the
 
development arid dissemination cf such technologies. 

B. New Initiatives 

The United States has initiated a number of efforts in the
 
foreign assistance area durinq the past year. These efforts
 
were designed to reach out to interested parties and
 
constituent groups to build a consensus on the effectiveness
 
and future direction of U.S. foreign assistance programs. A
 
number of these initiatives have taken the form of special
 
advisory committees.
 

1. Commission on Security and Economic Assist ,nce
 

The Secretary of State created a Commission on Security and
 
Economic Assistance (headed by former Deputy Secretary of
 
Defense Frank Carlucci) which undertook the first
 
comprehensve review of foreign assistance in 13 years.
 
The Commission was composeJ of representatives from the
 
private sector and the Congress, all with an interest and
 
involvement in foreign assistance. in fact, the Commission
 
was unique in the intensity of legislative branch
 
participation -- 26 of the 42-member Commission were
 
Congressmen or Senators.
 

The Commission found that foreign assistance programs -­
military, economic, development, humanitarian -- are an 
integral part of the foreign policy of the United States 
and serve to advan~ce U.S. national interests. Among the 
Commission's recommendations were the following:
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is needed in the administration of
aGrter flexibility 

development assistance programs;
 

security assistnnce are mutually reinforcingEconomic and 

and hence should not be considered separately or as 
mutually exclusive alternatives; 

Integrated policy and program development, based upon 
country-specific reviews should provide the basis for U.S. 

assistance efforts; 

Increased effort ik providing assistance for science and 
technology develop ient (along the highly cost effective 
lines that have produced the Green Revolution and elim­

areinated smallpox) and for training in the United States 
needed; 

In addition, the Commission callud ,pon the Presiaen 6nd
 

the joint leadership of the House and the S2nate to assert 
that security and economic cooperation programs are 

mutually supportive and interrelated, and together con­
stitute an essential and integral part of the foreign 

policy of the United States. 

Central America
2. National Bipartisan Commission on 

effort by President Reagan to further a bipartisan
One 

consensus regarding a specific geographical region was the
 

Bipartisan Commission on
establishment of the National 

Central America. The 12-member Commission, chaired by 

former Secretary of SLate Henry Kissinger, provided 

recommendations for a long-term U.S. policy 'or Central 

America that will be responsive to the challenges of 
threats to the region'ssocial, economic, and external 

security and stability. The Commission concluded that 
security and economic programs are interrelated (it is hard 

to have one without the other). It proposed a compre­
hensive approach to economic development and a reinvig-

Common Market. It alsooration of the Central America 
recommended a large scale, long term assistance effort to 

the Central American economies, rebuild
help stabilize 

and encourage
infrastructure, provide trade credits, 


rescheduling of multilateral debt. The Commission has also
 
proposed a new organizational structure to administer a
 

portion of the proposed program.
 

The Administration has submitted a request to Congress for
 

$3.3 billion over 6 years in appropriated
authorization of 

funds and guarantees to carry out this program.
 



3. 	The President's Task Force on International
 
Prlvate -Eterprise
 

The 	Task Force was established by President Reagan in
 
fulfillment of his 1981 Cancun Summit pledge to encourage
fuller participation of the private sector in meeting the 
objectives of the foreign assistance program. The Task 
Force is charged with advising the President and the 
Administrator of AID on the role of private enterprise in 
international economic development and in the impl emen­
tation of foreign assistance programs. 

The 	 Task Force is comprised of 21 distinguished private 
sector leaders, many of whom are chief executive officers 
of U.S. private ent;erprises (including Task Force Chairman 
Dwayne 0. Andreas), The Task Force will serve as a forum 
through which the U.S. Government and the business and 
financial community can exchange information, review 
strategies, and identify ways to better link U.S. economic 
and 	foreign assistance objectives.
 

Two themes run through the activities of the Task Force. 
The first is the development of indigenous private enter­
prise in developing countries. The second theme is the 
role U.S. private enterprise can play, particularly through 
trade, in the economic development of these countries. 
Both of these themes are based on the realization that the 
economic health of the United States is directly related to
 
the vitality of the international economic system.
 

The 	Task Force is scheduled to present its report to the 

President by Decembucr 31, 1984. 

4. 	Caribbean Basin Initiative
 

The Caribbean Basiin Initiative (CBI) is designed to promote 
economic revitalization and expanded private sector oppor­
tunities in the Caribbean Basin region. The CBI is a blend 
of economic assistance, trade, investment, and tax mea­
sures, aimed at encouraging recipient countries to change 
their policies to promote the private sector and utilize 
free enterprise mechanisms. CBI will, in part, ,elp 
economic growth by granting designated countries duty-free 
access to the U.S. market for 12 years for certain product 
categories. 

The CBI also offers a variety of new trade and investment
 
policies such as partnerships, joint ventures, subcontract
 
manufacture, and licensing. It is believed that such trade
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incentives will spur increased investment in export indus­

tries, relieve unemployment, and promote the development of
 
Many Caribbean
the indigenous private business community. 


nations plan to adopt incentives to increase U.S. invest­

ment as a complement to these CBI initiatives.
 

enacted into
The Caribbea i [as n Economic Lecovery Act was 
law by the Congress in July 1983, and the first group of 
countries were designated as beneficiary countries on 

December 1, 1983. Designation of most of the remaining 
countries shoul d be compl eted by December 1981. 

AID is only one of many agencies that play an important 
role in the implementation of the CBI (others include the 
U.S. Departments of Agriculture, Commerce, State, and
 

Treasury, the Overseas Private Investment Corporation
 
(OPIC ) , the Export-Import Bank of the Uni ted States, and 

As a first step,
the U.S. International Trade Commission). 

AID administered a supplemental $350 million appropriation
 

during FY 1982 and FY 1983 that was used to enable
 
Caribbean countries to recover from their acute balance­

of-payments problems. AID programs in the Caribbean region
 

are continuing at significantly higher levels than in the
 

past, with increased emphasis on strengthening the role of
 

the U.S. and indigenous private sectors in economic growth.
 

3. Narcotics Control
 

An important effort to use foreign assistance to bridge the
 

U.S. domestic problems and foreign development
gap between 

is through narcotics control. Narcotics production -s
 

partially a development problem since narcotics farmers are
 

usually in the poorest regions uf developing countries.
 

AID programs involve a complex set of activities such as
 

finding a suitable mix of substitute crops, assuring free
 

market incentives, and encouraging appropriate host country
 

pricing and marketing policies. AID strives to develop and
 

to implcment projects that address development needs in
 

order to facilitate host government enforcement of existing
 

bans.
 

AID's latest effort in narcotics control is in Pakistan
 

with the Gadoon-Amazai Area Development project. It is a
 

5-year, $20 million agricultural and rural development
 

project designed to transform Pakistan's principal opium
 

poppy growing area into an area with a more diversified
 
of income
agricultural economy, with alternative sources 


for the farmers currently engaged in poppy cultivation.
 

The project includes technical assistance in the
 

development of new crops, improved livestock, watershed
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management, agricultural marketing, and construction of new
 
roads, trails, schools, and potable water facilities. The
 
project agreement contains a separate, detailed enforcement
 
plan which establishes a timetable for destroying the poppy
 
crop.
 

6. Economic Policy Initiative for Africa 

Africa is the wiorld's least developed continent. Measured 
by almost any indicator of development, be it income, 
infant mortality, literacy, rate of population growth, 
malnutrition, or life span, the situation in Africa is more 
serious than elsewhere. Development has been further 
threatened in recent years by widespread droughts in many 
parts of Africa. 

The Administration inas requested a multiyear authorization 
of $500 million in development assistance to fund an
 
Economic Policy Initiative for Africa. These funds will be
 
committed over a 5-year period.
 

The program will strengthen donor co )rdination and provide 
greater support for critical policy reforms such as elim­
inating government disincentives to agricultural production 
and marketing. Funds will be used to promote agreement on 
reforms and to serve as a catalyst to encourage countries 
to pursue growth-oriented policies. In any given year, the 
funds, in concert with assistance from other donors, will 
be concentrated in no more than six to eight countries. 
Within these countries most of the funds will be ,used in
 
agriculture, given that sector's predominant importance in
 
Africa.
 

Because of weak indigenous institutions, and the lack of 
trained people, funding under the initiative will be used,
 
for example, to improve agricultural marketing systems and
 
to train personnel. Funds will often be used to seek
 
policy changes in several sectors. For example, to support
 
agricultural programs, assistance might also be required to
 
help a Ministry of Education adopt and implement new
 
policies to improve the effectiveness of its education
 
system.
 

II. ODA Volume 

A. ODA Disbursements and Commitments in 1982 and 1983
 

Net ODA disbursements of $7,992 million in 1983 were marginally
 
below the 1982 level of $8,202 million. ODA disbursements as a
 



-8­

percent of GNP were 0.24 percent as compared to 0.27 percent in
 
1982.
 

Bilateral ODA of $5,493 million was $632 million higher than in
 
1982. This was due almost entirely to an increase in grants,
 
with Israel accounting for roughly $500 million of that in­
crease. Israel's increase resulted from a rapid and unusual
 
drawdown which will probably not be repeated in 1984. Total
 
food aid was up while most other bilateral categories were the
 
same or down siightly. Bilateral disbursements to the Least
 
Developed Countries (LLDCs) were $676 million compared to the
 
1982 level of $638 million.
 

Contributions to multilateral institutions were down $842 
million. The 1983 level did not represent a meaningful
 
decline, but rather a return to a more "normal" disbursement
 
level. I. 1982 distursements to multilaterals were unusually

high, with contributions to lultilateral Development Banks
 
rising by 1.8 billion. In recent years DAC data on U.S.
 
contributions to iultilateral Development Banks have shown
 
large year-to-year swings in multilateral ODA disbursements.
 
This is because of their timing and differences between U.S.
 
fiscal year and DAC calendar year reporting procedures. In
 
U.S. fiscal year terms assistance levels were more stable. CY
 
1982 included beth FY 1982 and FY 1983 disbursements and thus
 
was unusually high.
 

In contrast, multilateral commitments are less volatile and for
 
the last 3 years have shown steady growth. In addition, both
 
bilateral and multilateral commitments show a continuing strong
 
trend with 1983 (at $9.5 billion) up substantially from just a
 
few years ago. The strength of commitments should support
 
continued strong growth in disbursements over the next few
 
years.
 

B. ODA Budget Trends and Future Prospects
 

The historic ODA trends covering 1978-1983 are shown in Table
 
A. Multilateral ODA shows only modest increases while PL 480
 
assistance has been relatively flat. All other ODA categories
 
have shown major increases. Over two-thirds of U.S. ODA is
 
bilateral and within bilateral ODA, 80 percent is funded
 
through the Foreign Assistance Act (FAA). FAA gross disburse­
ments have increased from $2.7 billion on 1978 to $4.6 billion
 
in 1983--a 10.9 percent annual compound rate of growth. During
 
the same period FAA commitments also increased at a similar
 
pace rising from $3.3 billion in 1978 to $5.5 billion in 1983;
 
a 10.7 percent annual compound rate of growth.
 



U.S. Official C(ninitments and Disbur c< ;,Ls: Program 
. .. ... . .... ... . (Millions uof dol ars) .. ..... .. .-

Program C a I e_ nAda r_ y e arDisbursements 
 Commitments
 

-__Ta-?--109 . -- F T 2.... _119o3 67-T- T9 -140 .. 191 .... 982 1983 

Official Development Assistance: Gross ............... .6,296 5,343 7,793 6,487 8,891 8,616 6,939 1,179 6,464 72201 8,232 9,4 
2 

Bilateral ........................................... 4,105 4,733 5,019 5,019 5,546 6,113 4,757 _5,185 5,378 5,135 6,112 6,989 

Foreign Assistance Act, including 
Social Progress Trust Fund ....................... 2,719 3,156 3,403 3,389 4,109 4,511 3,328 3,620 3,802 3,525 4,543 5,510 

Agricultural Trade Development and Assistance Act. 

ales for foreign currencies ..................... 
Long-term credit sales .......................... 
Donations ....................................... 

1,145 

- . 
720 
425 

1,287 1,292 1,273 

................ 
710 665 656 
577 627 61/ 

1,124 

603 
520 

1,186 

660 
5?6 

1,208 

709 
499 

1,213 

55F 
65t 

1,269 

711 
558 

1,253 

595 
657 

1,296 

755 
541 

1,053 

486 
% 6 

Peace Corps ....................................... 71 95 98 102 101 116 67 95 1Y2 10 107 116 

Other, including multiple reschedulingt ........... 170 195 226 255 21? 240 154 258 204 25? 166 290 

Multilateral ........................................ 2,191 610 2,774 1,468 3,345 2,503 2,182 11993 1,085 2,055 F ,1I0 2,493 

Capital subscription payments' .................... 
African Development Bank ......................... 
African Development Fund ......................... 

Asian Development Bank: 
Ordinary capital .............................. 
Asian Development Fun ......................... 

loter-&Tierican Development Bank: 
Ordinary capital .............................. . 
Interregional capital .......................... 
Fund for special operations ..................... 

International Bank for Reccnstruction 
and Development ................................ 
International Development Association ........... 
International Finance Corporation ............... 

1,699 60 1,844 

- . .. .. 
-- 25 25 

28 8 15 
120 -- 222 

. ...............-­
27 -- 96 
15 -- 375 

53 2 16 
1.258 -- 1,072 

38 26 22 

634 

.. 
42 

25 
3 

--
--

23 
520 

11 

2,473 

.. 
58 

5 
238 

109 
376 

273 
1,400 

14 

1,650 

18 
100 

13 
110 

40 
99 

80 
1,190 

--

1,632 1,376 

......... 
25 25 

19 19 
71 60 

27 --
175 150 

16 16 
1,258 1,072 

40 33 

485 1,247 

42 53 

25 5 
115 116 

52 43 
200 173 

33 147 
20 700 

........ 

1,292 

50 

(1) 
132 

62 
222 

126 
700 

1,587 

36 
50 

13 
100 

38 
80 

80 
1,190 

Cr 

Foreign Assistance Act ............................ 285 238 181 388 343 364 423 280 77 297 303 398 

Agricultural Trade Development and Assistance Act. 85 97 180 190 157 138 2 92 146 21? 182 147 

Other ............................................. 122 215 368 256 371 351 125 244 37S 309 343 301 

Other Official Flows. Gross .......................... 2,336 2,680 3,160 3,043 3,619 2,71A 3,947 5,036 3,651 3,242 3,55- 1,173 

Export-Import Bank .................................. 
Comnmodity Credid Corporation ........................ 
Other, including multiple rescheduling.............. 

1,047 

84U 
449 

1,769 

552 
359 

2,302 

150 
708 

2,400 

18 
626 

1,892 

--
1,726 

1,858 

221 
635 

2,876 

840 
231 

4,216 

552 
268 

3,086 

150 
416 

2,926 

18 
298 

2,311 

52 
1,196 

758 
218 
197 

Total Official Assistance: Gross ..................... 6..,32 8.022 10,953 9,530 12,510 11,330 10,885 12,215 10,116 10,443 11,790 10,655 

* Less than $500,000. 

* Entries for disbursements have been revised to a consistent issuance basis. 
t Includes donations under section 416 of Agricultural Act of 1949, as amended in 1982. 

Source: Compiled by Bureau of Economic Analysis, U.S. Department of Commerce, from information made available by operating agencies.
 

July 20, 1984
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Table B provides the U.S. Development Budget for U.S. fiscal
 
years 1983-1985. The FY 1984 total is
level 9.6 percent above
 
FY 1983 and the FY 
1985 Continuing Resolution (C.R.) calls for
 
a further increase of 11.1 percent. Bilateral programs have
 
major increases in both 1981t and 1985. 
 AID Development

Assistance rises 10.3 
percent and then a further 15.9 percent.

The Economic Support Fund increases 9.1 percent in FY 1984 and
 
an additional 17.3 percent in FY 1985. 
 PL 480 Increases 33.9
 
percent in FY 1984.
 

Table B demonstrates the continued strength 
in U.S. ODA flows.
 
The net total Development Budget has increased from $6.3

billion in FY 1981 to $7.5 billion 
in FY 1983 and is projected

at $9., billion in FY 1985. The growth 
in the U.S. Development

Budget is even more impressive when mea ured against the fact
 
that during this period the United States was 
in a deep

recession. Faced with a growing budget deficit and 
the need
 
for budget cut-backs, foreign aid 
was not only protected -- it 
had a healthy rate of growith. 

Over the medium-.term, continued 
strength in ODA disbursements
 
can be expected because of two factors:
 

1. As Table A shows, ODA commitments have increased at a 
strong pace, matching the growth in disbursements. The
build-up of ODA commitments provides a full pipeline which

will support a continuing strong level of disbursements.
 

2. The United States has reaffirmed its commitment to
 
helping developing countries improve their economic
 
performance. Studies by various commissions (see Section
 
I.B above) have confirmed the importance of foreign aid.
 
Thus, 
it appears likely that over the medium-term, net ODA
 
disbursements will probably remain 
in the range of 0.20 tr)

0.24 percent ot U.S. GNP.
 

III. ODA Quality, Terms, and Allocation Criteria
 

A. ODA Quality
 

ODA quality remained strong in 1983 and 
the grant element of
 
U.S. ODA remained well above the DAC average. Even though

average loan terms hardened in 1983, loans were a smaller share
 
of the total ODA program. Loans comprised 14.5 percent of ODA
 
commitments in 1983 as compared to 17.6 percent in 1982. Thus,

the average grapt element of U.S. ODA Commitments was 94.4
 
percent, compared 
to 93.7 percent in 1982. Table C provides a
 
summary of ODA loan 
terms and grant elements.
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Table B
 

United States Comprehensive Development Budget
 
(budget authority in S millions)
 

FY 1983 ;-Y 1984 FY 1985 
Actual Estimate C.R. 

BILATERAL ASSISTANCE 
AID Developmen t ssistancel/ 
Trade and Development 

1,823.5 2,011.5 2,332.1 

Program (TDP) 10.5 16.3 21.0 
Overseas Private Invest­
ment Corporation (OPIC) 

Food for Peace (PL 480)3/ 
2/ 

1,028.0 
2/ 

1,-377.0 
2/ 
1,355.0 

Economic Support Fu.,d and 
Peacekeeping Operations 

Peace Cords 
3,024.5 

109.0 
3,300.5 

117.0 
3,870.0 

128.6 
Inter-American Foundation 
Refugees 

Subtotal. BILATERAL 

12.0 
395.0 

6,402.5 

13.0 
328.7 

7,164.0 

11.9 
325.5 

8,044.1 

MULTILATERAL ASSISTANCE4!
 
Internatfon-aT-fa-nkForRecon­
struction and Development 126.0 79.7 
 109.7
 

International Development

Association 
 945.0 945.0 
 900.0
 

Asian Development Bank 0.2 
 13.2 13.2
 
Asian Development Fund 131.6 
 100.0 100.0
 
African Development Bank -- 18.0 18.0
 
African Development Fund 50.0 
 50.0 50.0
 
Inter-American Development Bank 62.4 38.0 38.0
 
Fund for Special Operations 221.7 80.4 72.5
 
IADB Investment Corporation 
 .. 10.0
 

International Organi zations
 
and Programs 269.5 
 314.2 358.7
 

--UN Development Program (120.0) (160.0) (165.0)
 
--UN Children's Fund 
 (27.0) (52.5) (53.5)
 
-- Other UN Programs5/ (67.0) (36.2) (29.3)
 
--Organization of American
 

States (15.5) (15.5) (15.5)
 
--International Fund for
 

Agricultural Development (40.0) (50.0) (90.0)
 

Subtotal, MULTILATERAL 1,806.4 1,638.5 1,670.1
 

Gross Total 8,209.0 8,802.5 9,714.2
 

Offsetting Receipts (AID) -747.4 
 -628.1 -631.2
 

GRAND TOTAL 7,461.5 8,174.4 9,083.0
 

T-/--1Un xxcludes trust local
miscellaneous funds and 
 currency
 
programs; includes IDCA/AID operating expenses and the Foreign
 
Service Retirement and Disability Fund.
 
2/ OPIC does not request budget authority. Authority for loan
 
guarantees is: FY 1983 - $100 million; FY 1984 - $100 million; FY 
1985 - $150 million. 
3/ PL 480 program levels are: FY 1983 
 $1,449 billion; FY 1984 ­
-T1,612 billion; FY 1985 - $1,906 billion.
 
4/ Does not include callable capital for MDBs.
 
'/ Includes World Food Program, UN Environment Program,

WqMO/Voluntary Cooperation Program; UN Capital Development Fund, 
UN
 
Educational and Training Program for Southern Afr;ca, UN for
Decade 

Women (in FY 1984 aid 1985); CITES and the International Atomic
 
Energy Agency; for FY 1983 and 1984 only, UN Institute for Namibia,

UN Trust Fund for Southern Africa, UN Fellows:ip Program, UNITAR;
 
for FY 1984 only, Pan American Health Organization; and, for FY
 
1985 only, UN Industrial Development Organization.
 



Average ODA Loan Terms
 

(Years)
 

C a I e n d a r 
 y e a r

1982 
 1983


Interval Effective 
 Interval Effective
Type of loan Grant 
 to first interest Grant 
 to first interest
element Maturity repayment rate element 
Maturity repayment rate
 

New ODA:
 

FAA ..................... 
 67.5% 33.0 
 10.9 2.57% 62.6% 
 32.2 10.0 3.11%
 

ATDA.................... 
 61.4% 34.7 
 8.9 2.84% 59.9% 
 33.3 8.3 2.88% -

Total new ODA ........ 64.4% 33.9 9.9 2.71% 61.7% 32.5 9.4 
 3.03%
 

Debt reorganization
....... 62.3% §§§§§§§§ §§§§§§§§ §§§§§§§§§ 63.9% §§§§§§§§ §§§§§§§§§ §§§§§§§§
 

Grand total .......... 64.4% §§§§§§§§ 
 §§§§§§§§ §§§§§§§§§ 61.7% §§§§§§§§ §§§§§§§§§ 
§§§§5§§§
 

Source: 
 Bureau of Economic Analysis, U.S. Department of Commerce.
 

July 20, 1984
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B. ODA Terms
 

The terms of U.S. assistance emphasize support of the poorer

developing countries. The least developed receive nearly all
 
assistance as grants. 
 Those countries which are economically

better off, but nevertheless still poor, receive a balanced mix
 
of concessional loans and grants. 
 Under present legislation,

the relation between per 
capita income and tile maturity of
 
development assistance loans 
is:
 

Per Capita Income Maturity of Loans
 
(1981 ) (years)
 

less than 795 
 40
 
796 - 1284 
 25
 
1285 or more 
 20
 

Table D provides a breakdown of AID assistance on the basis of
 
the recipient's per capita income level. the 1983
Using IDA
 
per capita poverty criteria of $795, 57 percent of the FY 1984
 
AID program was directed to the poorest developing countries.
 
In addition, PL 480 
assistance was heavily concentrated in

low-income countries. Some 80 percent of the PL 480 Title I
 
program went to countries below the IDA 
poverty criteria and
 
nearly all 
of PL 480 Title II assistance went for humanitarian
 
and relief purposes 
in low-income countries. Thus, in total,

roughly two-thirds of country programs 
were in low-income
 
developing countries.
 

C. Allocation of Bilateral Assistance
 

Under the present Administration, the procedu,-es for allocating

economic assistance to countries and regions has been substan­
tially revised. A new "Integrated Budget Process" coordinates
 
the various ODA and non-ODA assistance programs around U.S.
 
foreign policy objectives. Key eleme, ts of the new approach

include:
 

--Explicit establishment of 
a foreign policy framework
 
setting 
forth key objectives and analyzing the contribution
 
of each foreign assistance program--military, economic,

development, and 
food aid--to the attainment of these
 
objectives;
 

--Creation of an integrated budget process in which all
 
available foreign assistance resources are allocated
 
against the general foreign policy objectives and specific

priorities in each prospective recipient country;
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Table D 

AID FUNCTIONAL DEVELOPMENT ASSISTANCE, 
SAHEL AND ESF PROGRAMS 

BY ECONOMIC LEVEL OF RECIPIENT COUNTRY 
FY 1982 - 1984 

($ millions) 

Fiscal 
GNP PER CAPITA Year Total DA ESF 

Greater than $796 1982 1,610.2 154.2 1,456.0 
1983 1,648.9 164.0 1,484.9 
1984 1,658.4 156.3 1,502.1 

Between $406 and $795 1982 1,361.1 315 6 1,045.5 
1983 1,435.1 348.,' 1,086.3 
1984 1,418.5 343.8 1,074.7 

Between $0 and $405 1982 649.7 426.9 222.8 
1983 740.4 417.1 323.3 
1984 812.8 409.8 403.0 

Subtotal , Country 
Programs 1982 3,621.0 896.7 2,724.3 

1983 3,824.4 929.9 2,894.5 
1984 3,889.7 909.9 2,979.8 

Interregional and 
Regional Programs 1982 545.7 499.8 45.9 

1983 588.5 511.5 77.0 
1984 608.1 540.0 68.1 

Grand Total 1982 4,166.7 1,396.5 2,770.2 
1983 4,412.9 1,441.4 2,971.5 
1984 4,497.8 1,449.9 3,047.9 



-15­

--Interagency review and debate of prospective aid levels,

including scrutiny of the overall the
program by Budget Review
 
Board and the President to ensure that resources are directed
 
to 
the highest foreign policy priorities.
 

U.S. interests in a region or 
country provide the criteria for
 
allocating all forms of assistance. However, country and regional

interests seldom are singular. Assistance criteria also include:
 

--The character of the country's overall relations with the
 

United States;
 

--Access to raw materials important to the United States;
 

--The possibility of destabilizing conflict;
 

--The country's position on human rights;
 

--The extent of a country's efforts to acquire nuclear weapons;
 

--The country's assistance needs, especially as measured by per

capita income, the availability of food, and access to
 
minimum health care and education services;
 

--The country's economic progress and prospects; and
 

-- The country's commitment to policies that promote growth. 

D. Addrpssing LDC Debt Problems
 

It 	became apparent during 
1982 that the debts of many developing

countries had 
become too large. Some countries found it impossible

to sustain borrowing at the rapid pace of previous years and
 
encountered difficulties in servicing the payments due 
on 	their
 
existing debt. The U.S. strategy for dealinc with the debt problem

was adopted in concert with other major countries and international
 
institutions. Together, a strategy was 
designed to protect the

world financial system and the world economy from the threat of
irreparable damage. This approach included these points:
 

--	 First and most important was the need for effective adjustmentby the LDCs.harp changes In international prices and demand
 
T-particularly energy) had affected costs of production. 
 LDCshad to adjust their economic structure and policies to reflect
 
these new realities.
 

--	 Second, adequate IMF resources had to be assured. The IMF 
provides the policy advice and temporary balance-of-payments
 
financing that supports the adjustment process.
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-- Third, was the recognition of the need for "Bridge Financing".
 
Debt problems often reach a crisis stage rapidly, before the
 
borrower can develop and negotiate an adjustment program with
 
the IMF. The United States worked with other governments and
 
central banks in bridging arrangements for Mexico, Brazil,
 
Yugoslavia, and Argentina and guarantees in connection with the
 
Bank for International Settlements (BIS) loans to Argentina,
 
Brazil, and Yugoslavia.
 

--	 Fourth, was the requirement for continued commercial bank 
lending to countries that were purs, nq s ound adjustment 
programs. An orderly resolution of debt problems also required 
a willingness by banks to rollover or restructure existing 
debts, and to continue to increase their net lending to
 
developing countries that were implementing corrective measures
 
to 	 deal with their problems. 

--	 The final element was the need to focus on broad internati-nal 
economic recovery to preserve and strengthen the free 
international trading system. The United States recognized that 
debt problems could be managed if there was world economic 
recovery, lower interest rates, and lower inflation. U.S. 
economic policy is designed to encourage non-inflationary and 
sustained economic growth that will provide LDCs with rising 
export markets and the income needed to service their 
international debts. 

IV. Public Opinion and Information
 

AID is the U.S. Government agency responsible for public 
information work on development cooperation. In addition to AID's 
traditional public information service, there is now a program of 
"Development Education." Under this program, AID has allocated 
$0.7 million in FY 1982, $1.0 million in FY 1983, and $1.8 million
 
in FY 1984 for the purpose of increasing public awareness of the
 
factors relating to world hunger and poverty and facilitating
 
public discussion and analysis of related issues. The Development
 
Education Program is implemented entirely through non-governmental 
organizations. Evaluations of these programs are currently being 
conducted. 
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Table E
 

Multilateral Development Banks
 
FY 1982-FY 1985
 

FY 1982 

Actual 


IBRD
 
Paid-in 146,889 

Callable (1,687,728) 


iDA 700,000 


IFC 14,448 


IDB
 
Paid-in 48,053 

Callable (609,582) 


FSO 173,177 


IIC -


ADB
 
Paid-in 4,714 

Callable (42,632) 


ADF 116,098 


AfDB
 
Paid-in -
Callable - ) 

AfDF 58,333 


TOTALS
 
Budget

Authority 1,261,712 


(Program

Limitations) (2,339,943) 


($000)
 

FY 1983 

Actual 


126,042 

(1,530,276) 


945,000 


-


62,423 

(828,138) 


221,677 


-


248 

(2,244) 


131,634 


-

( - ) 

50,000 


1,537,024 


(2,360,658) 


FY 1984 FY 1985
 
Estimate C.R.
 

79,721 109,722
 
(983,220) (1,353,220)
 

945,000 900,000
 

_ 
 _
 

38,001 38,001
 
(806,465) 806,465
 

80,423 72,500
 

- .10,000
 

13,233 13,233
 
(251,378) (251,367)
 

100,000 100,000
 

17,987 17,988
 
(53,960) (53,960)
 

50,000 50,000
 

1,324,364 1,311,443
 

(2,095,023) (2,465,012)
 

N.B.: Totals may not add due to rounding.
 

1140J
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Most Americans have a limited perspective on the size of U.S.
 
assistance programs, However, awareness of foreign assistance has
 
spread with increases in foreign travel by Americans and inter­
national reporting by the media. Opinion polls show tha'k even with
 
this increased public awareness, foreign assistance continues to
 
have very limited support except among a small well-educated and
 
relatively affluent segment of American society. Limited public
 
support is also reflected in the fact that the U.S. Congress has
 
only been able to pass one appropriation bill in the past 3 years.
 

Relative to other government programs, foreign assistance expen­
ditures are not among the favored uses of U.S. tax revenues. 
However, Americans clearly favor specific foreign assistance 
programs vhere U.S. interests are defined or where there is a 
critical humanitarian need demonstrated. There is also increased 
support for aid programs designed to assist recipient governments in
 
achieving sounder econo:ic policies and more fully utilizing their
 
private sectors.
 

V. Multilateral Contributions 

Contributions to multilateral institutions remain, as has 
historically been the case, a significant portion of U.S.
 
economic assistance. Over the course of fiscal years 1982-84
 
multilateral assistance has remained about one-fifth of the
 
U.S. development budget. This indicates the strong U.S.
 
conviction that multilateral aid serves as a necessary com­
plement to U.S. bilateral efforts.
 

A. Multilateral Development Banks (MDBs)
 

Since taking office in 1981, the present Administration has 
concluded new replenishments for all windows of the multi­
lateral development banks (MDBs) except the World Bank and 
African Development Bank ordinary capital windows. These 
negotiations have enabled the United States to implement the 
Administration's priorities for the Banks, which are reflecteJ 
in the February 19d2 report, U.S. Participation in the 
Multilateral Development Banks in th-e 1980s. Tiese priorities 
inc ude: 

-- Efficient and effective use of resources, 
selectivity in determining priorities for 
countries to receive MDB funds; 

requiring 
projects and 

-- Emphasis on local private initiative and investment as 
vehicles for growth and on catalyzing, not displacing, 
external flows of private sector resources; and 
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-- Provision of sound economic policy advice and technical
 
assistance.
 

U.S. participation in recent replenishments has therefore
 
encouraged MDBs through their programs to give precedence to
 
loan quality over lending targets, to promote a favorable 
policy environment for development, and to phase out borrowers' 
reliance on MDB financing as their creditworthiness and access 
to alternate financing permits. 

In 1983 and 1984, the United States agreed, subject to
 
Congressional approval, to take part in replenishments of the 
Asian Development Bank (ADB), Inter-American Development Bank 
and the Fund for Special Operations (IDD/FSO), African 
Devel opment Fund (AFDF), and the International Devel opment 
Association (IDA).
 

The United States also hopes to participate in a new private
 
sector facility for Latin America, the Inter-American 
Investment Corporation (IIC) beginnina in FY 1985, and to 
subscribe to a nevw capital increase i,, the International 
Finance Corporation (IFC) starting in FY 1986. The United
 
States is undertaking such financial commitments while 
promoting the above-stated objectives for the MDBs. 

During fiscal years 1983 and 1984, Congress approved
 
legislation to authorize U.S. participation In the ADB, ADF, 
and IDB/FSO replenishments beginning in 1984, and the 1982-84
 
replenishment of the AFDF. In FY 1983, Congress provided
 
$1,537 million in budget authority for the MDBs, including the
 
first installment of the 1982-84 AFDF replenishment. For FY
 
1984, Congress appropriated $1,324.4 million for the MDBs.
 

Table E shows MDB budget levels for FY 1982-1985.
 

B. Contributions to International Organizations
 

The United Nations system, comprising the UNDP, UNICEF and more
 
than 30 specialized agencies and other entities, provides
 
development assistance that is significant and complementary to
 
U.S. bilateral development assistance. These international
 
organizations help ensure that international responsibilities
 
(such as humanitarian efforts to assist refugees, children or
 
the needy and economic assistance and technical cooperation in
 
the developing countries) are shared by the entire world 
community, not just a few nations. Table F provides details of 
U.S. contributions in Fiscal Years 1983 and 1984, and the
 
Administration's request for Fiscal Year 1985. 
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Table F
 

UNITED STATES
 
VOLUNTARY CONTRIBUTIONS TO INTERNATIONAL ORGANIZATIONS AND PROGRAMS
 

tin-thousands of 'dollar-s)
 

UNDP 

UNICEF 

IAEA 

OAS/DAP 

UNEP 

WMO/VCP 

UNCDF 

FAO/WFP 

VFDFW 

UNETPSA 

CITES 

UNIN 

UNTFSA 

UN Fellows 

UNITAR 

UNIDO 

IDD 

PAHO 

UNDRO 

UNVFVT 

UNESCO/WH 


SUBTOTALS 


IFAD 


TOTALS 


FY 1983 

Actua-l-


$140,000 

42,500 

14,500 

15,500 

7,850 

2 300 

2:000 

2,000 


1,DO00 

138 

500 

343 

449 

422 


229,502 


40,000 


$269,502 


FY 1984 FY 1985
 
EEs te Re qu est
 

$160,000 $165,000
 
52,500 53,500
 
14,814 14,814
 
15,500 15,500
 
10000 10,000
 
2,300 2,000
 
2,000 2,000
 
25000 2000
 

500 100
 
l,0
 

150 200
 
500 500
 
343 343
 
449 449
 
422 
 422
 

-- 100
 
1 6
 

I 686
 
- "
 "" 


100
 
249
 

264p164 268,677
 

50,000 90,000
 

$314p164 $358,677
 

OTHER VOLUNTARY CONTkIBUTIONS TO UN ORGANIZATIONS FUNDED OUTSIDE
 

THE 10 & P ACCOUNT.
 

46,000
UNFPA 33,760 38,000 


14181
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VI. Geographic Distribution
 

A. Low-Income Emphasis in AID Programs
 

While middle-income countries often have large pockets of very
 
poor people who have been bypassed by the growth process, it is
 
also recognized that ODA funds can not cover all needs, and
 
relative priorities are needed. As a result tiere has been a
 
long-standing U.S. assistance policy that the bulk of highly
 
concessional assistance should be allocated tc low-income
 
countries, and that as countries move up the development scale,
 
concessional assistance should be graduaIly reduced. 

The Foreign Assistance Act (FAA) of ]-)73 and amendments of 
subsequent years directed AID to channel its bilateral develop­
ment assistance into programs desic,ned to meet the needs of the 
poor majority in developing countries. This has been generally 
interpreted as calling for an emphasis on not only poor people 
but also poorer countries. Therefore, Development Assistance 
has been concentrated on countries that are suffering from the 
worst and most widespread poverty and are in the greatest need
 
of outside assistance.
 

Since the mid-1970s PL 480 Title I legislation has required 
that at least 75 percent of food aid be allocated to countries 
at or below the IDA per capita income poverty criterion. 
Similarly, PL 480 Title III agreements are applicable only to 
IDA eligible countries with additional incentives for the least 
developed countries. Title II is also generally concentrated 
in low-income countries.
 

B. Programs in Middle- Income LDCs 

While AID Development Assistance and PL 480 are targeted toward
 
lower income LDCs, the Economic Support Fund (ESF) is not
 
specifically allocated by LDC income level. This reflects
 
ESF's somewhat different mandate to promote economic and 
political stability in regions where the U.S. has special 
security interests. ESF resources are used flexibly to meet a
 
variety of needs including balance of payments support,
 
financing of infrastructure and other capital orojects, as well
 
ds support for development programs of direct benefit to the
 
poor. Given the political and strategic importance of 
middle-income countries, a significant level of funding is 
directed to such countries, e.g,, countries of the Caribbean,
 
Israel, and Zimbabwe.
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There are also three specialized programs (TDP, HIG, and OPIC)
that are particularly well suited 
to addressing some of the

needs of mlddle-income couintries 
in trade, urban housing,

investment, and technology itr&,nsfr.
 

The Trade and Dejelopment Prog~ram (TDiPI) otasp o private sectorparticipation in developmcnt tLhrouIgh provision of project
planning services that lead to ioe sale U.S.of technology forproject implementation and 
th'rug pro'vsi 0on of g]overnment­
sponsored technical assistanci.on a reimbarsable basis. 
 TDP

does not allocate its resourcqs by LDC income ilv'els. Hovever,
the nature of TDP progra mn has meant that iiddl and upperincome developing counIc'ies and AID "graduates" are the major
recipients of tiis 
for; of U.S. assistance.
 

The Housing Investment Guaranty Progiram (HIG) 
is designed

help L[C provide adequate shelter, particularly in urban 

to
 

areas. The HIG program by its nature is sui tabl e for
middle--income countries. 
 The U.S. private sector provides
long-term financing for moderate 
cost housing and urban
upgrading programs finsucd at the current cost of money in the
U.S. mortgage market. AID chargt:s 
a Fee for its guaranty, to
 cover operating expenses and to provide a reserve against claim
losses. While HIG does 
not allocate Its guaranties by income
level, the high cost of U.S. mortgage money has meant that
lower income LDCs have not been major [HIG 
recipients. In FY
1985 only 30 percent of the Guarantee Program wias alIocated to 
IDA-eligible countries,
 

The Overseas Private investment Corporation (OPIC) mobilizes
and encourages the participation of Drivate capital 
and skills
in the development process. OPIC has programs that provide

political risk insurance, financial services and 
speclal
investment promotion. The middle-income countries, by their very nature, generate a strong "investment draw" on OPIC
services. 
 In 1981 OPIC's mandate was altered by Congress.
OPIC's underwriting flexibility 
was increased and programs were
 
expanded to 17 of the P6 middle-incc(me countries where
 
operations had been 
previously restricted.
 

VII. Aid Coordination With Other Donors 

A. Recent Actions
 

In 1983, AID launched a major effort to improve aid

effectiveness 
through better coordination. The changes sought
entailed a reorientation in the importance given tocoordination both at the AID headquarters and field levels,developing more 
effective aid procedures to ensure achievement
 

http:assistanci.on
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of coordination oh.jectives, and shifts in LDC attitudes.
 
Immediate objectives were to: i) reach agreement with other
 
donors on the need for enharced coordination, and ii) obtain
 
greater IBRD leader ship in donor coordination.
 

Substantial proqrges&- towayds the first objective was attained
 
in December 1983 at the 1JAC High Level Meeting when agreement
 
was reached on the DAC Statement on Coordination. The United 
States has also been eeting bilaterally with other donors on 
ways to improve coordination. Prcgress has been achieved on 
the second objective with the IBRD management seeking agreement
from selected LDCs to expand donor coordination efforts. The 
Bank also has responded favorably to U.S. proposals for 
improvamenLs if the Consultative Group process. The IBRD's 
recent report in Sub-Saharan Africa vividly illustrates the 
need for courd,n,-tion and proposes a number of related Bank
 
actions which tc U.S. supports.
 

While Iorld BanK,-sponsored Consultative Groups are in place and 
operating for rncny of the larger LDCs, many of the smaller LDCs 
(incuding most of the Least Developed Countries) 1ack a 
consul tative forum. UNDP Roundtab Ies have been establ i shed for 
many of co s . Nhen compared Consul tative Groups,those 1-ri- to 

Roundtabl es oteLn ck content and fail to
C analytical 

adequately analyze ,iacro-.ezonoiic policy issues and investment
 
alternatives, Th : U.2. has been working with the UNDP and
 
I.LDCs to iinprove the [Roindtable process. 

Special attention ha; been given to the role and views of AID 
field missions. During the last 12 months, four messages have
 
been sent from AID headquarters to all AID field missions
 
reouesting general arid country specific views on coordination.
 
Mission reports have confirmed both the need for coordination
 
and the practic .l difficul lies of achieving better coordination.
 

Over the last year positive and in some cases fairly dramatic 
changes in L.DC attitudes on coordination have been seen. Many
LDC governmentls arc :;king an active role in establishing
mechanisins for re ,r ccrsultations with donors, and steps to 
improve the aim",i tration of aid. The October 1984 DAC 
meeting on aid coordination was highly productive in 
identifying and reaching agreement on a number of practical 
approaches to enhance aid coordination and effectiveness. 

B. Coordination Problems and Issues
 

--Inforniation SharinQ. Many LDC governments lack comprehensive

knb--T-ed o- t,- totality of aid (pledges, disbursement
 
schedules, undisbursed balances, etc.). Efforts are underway
 
in several LDCs to develop donor aid information systems.

Donors hav2 generally been forthcoming in sharing information
 
on their respective programs,
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--Reordering investment Priorities. 
 A number of factors have

combined--o t"s!. n'eY7h-rfTg-RT-Tnverntmcnt priorities 
in
various LDCs. This has 
affected aid programs and coordination
 
prospects. Greater attention priorities
to is promoting a

reexamination of aid projects currently 
on the boo::;. Donors
 
may increasingly be asked to 
shift funds (row projects nolonger desirable (such as those requiring large host country

contributions no longer possible because of budget sLii­
gencies) to ptojects more consistent with now prioities.

Thus, there mzy be oew opportu'iities for the careful 
con­
sideration of ihe relationship donor camc rg roj cts, ot whetherthey support larger development strategies, and how well they
are tailored to the recipient's real needs.
 

-- Coordi ation Roles. and' UNDPIHRD resident rcpresentatives

are enen we1 ,ca oooperating with bi1at eral
donors, dnd often 
providing in-country leadersnip for the donor

community as well is advising host, governments. WIe see the
need for bilat,:al and multilateral donors, particularly the
IBRD, to takp -: aciive 
le ding role in loca! coordination. 

_W...
-- Donor Local :.ratio, Wile the UniLea States main­
ta MY...in-country coordination. sc.. o

is coastrinMd by ho I imte! field representation of other
donors. 
 in t r'u;tb r of cases, l'ocal 'epresentatives have shownrelativply little inteuest 
in coordination. 
 it is uncertain
 
whether this :ndifference stems from a lack of clear cut
 
instruction: from capitals 
or whether it is a reflection of

other concerns (i.e., commercial priorities, such as mixed

credit financing may be skewing the development process in 
some
 
countries).
 

-_yjes and Terms of Aid. 
 The attention birg given to coor­dinatTon -- d?f-aaT6-u' -hformation on aid fi,. s is highlighting

large urndisbursed aid pledges. Better data on 
donor aid is

also leadirg to increased host government attention to aid
 
ters. 

--Doror Competitioi. LDC budget strigencies and investment

prTT3F-Tes 
are re-Ucing the number of project alternatives. 
Projects involving substintial host gvernment contributions 
arc becoming less feasible. Donors may be facing increasing
competition for the fewer projecLs meeting the 
new priorities.
 

--Policy
wor n,'Tq-- i aon'of,',.ru . datitudes:W ie coordination at the pr ojc t levelfrequent~ly diverge or. policy is 
questions. iowner, pressures on LDCs to order linestment
 
priurities 
(b:cause uf budget stringencies and other resource
constraints) are prompting attention 
to poi cy issues that
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short-term oper,. tional requirements and to ensure that longerterm plannring and policy formulation benefit from 
our accu­mulated knowledge and experience.

evaluation elforts reflect bilateral 

Reccnt trene; in U.S.
 
cssistnco emphases:
 

--With a groding level of no.-project assistance ANTD 
has ex­tended t[he 
scope of evaluaticn to 
include criteri 
 aod tech­niques for evaluating speci fic types of non-.proie(t activities; 
--Evaluations 
are being designed to cut across 
tNaoitional
evaluation categories and touics 
-- e.g., recurrent cost
implications, 
alternative implementation ,ppronch.s and 
their
comparative cost-affectveness; impact o the role of women in
development; and 
the contribution oi aid 
N;o the development of
effective loc 
: institutlons 
in the privaote ancd piuh ic sectors;
 

--Strengthening the 
role of Evaluation in comprehensive
planning procosses above the leve! 
of spacific projects andnon-project activities. 
 This has ortai72d the qreater use ofevaluation fi:rdings and 
lessons in the wreperrt on o-O long-term
StatgAIDdee countryomn d velopment strategies, ad cleatCIcer statemenits of 
development strategy benchmarks against ;hich rasultsmeasured; can be
 

--Establishing a 
linkage h.ween evaluation and policy
formulation. During the 
past 2-years, a oleP 
 series of AID
policy papers 
drew od evaluated experience, inclding the
cumulative findings of 
the Agency's "impact" evaluations;
 

-- Planning evaluation work with greater atzention to the timingof key decision points in the program and 
project cycle
i.e., the -­time when evaluative information will 
be most useful;

and 

--Innovative evaluation methods 
Yor ossss-ing interim impacts,
while a project or program is still 
beirg carried out.
 

The synthe2ws 
 IIdation
of ,el' f/dings and iessors 
learned is
particjlarly imp. 
 or-
:or policymakers, planners, and 
project
des kiners, as r u basis for comparing and selectingal ternatives. AID's evaluation staff is emphasizin 
 the
analysis, synthesis, and disseminating of experience inselected development topics. 
 Partly to support this effort,
1983 eorganization joined a
the Agency's central 
evaluation,
information, and statistical of ices into a single unit, theCenter FD, Development Information a d ,valu atio ;. Concurrentwith this affo;rt, che Agency 
is viforous-iy applying existing
requireeqts that call 
fur considcrat-i on 
of evaluative findings
and lessons in project and 
program design, 
and establishment in
the designs themselves of 
a firm basiA for 
future monitoring

and evaluation. 
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might otherwise !e ignored. Policy issues regarding subsidies,

pricing and 
production incentives, and 
ro!es of the private
sector and parastatal s are almost universal problems among

LDCs. These and to
issu:.-s how direct aid to better support
desired changes requi re m,.jor att.rn:cion of donors and LDCs 

VIII. Aid Mnarewent 
A. Aid 1iementationManagement 

A Task Force of experienced AID project and 
program managers
worked throughout 1983 tc devel op improvements in AID's projectdevelopment and impl einen tati on process. Among other things,the Task Force I denti fied shor tages in skilled com.iodi ty andcon tract managemen t officers. iTn response, AID is shifting
 
per n ,I to t!;es,: area, ..
 

The Cask Force also reco!.,ie,;ded q.-ea Ler trai ring of projectmanagers. AlU, is 
now carryig out an intensive program to
train project -,ana oiers in thco techni ques of project impl e­mentation, •tho ona(acgemeho contract-; and procurement. It isexpected that all professionial staff responsible for managing
projects i;ill h Participdted in this training by 1986.
 

The Task .Jrce a so reco, :;. '(-ed a more streamlined program andproject rev,;ey process which supports the decentralization ofmanagemert dectsions instituted during the past two years.
These recommendations will 
be carefully reviewed during 1984througn the evaluation of .n experimental program in 3 Asian
countries. This experimental program increases 
the interactionbetween Washington and the missions in developing the missions'3-year strategy. It stressesalso Washington's role in therevie,! of policy and lessons learned while increasing the
mission's responsibi!ity for desio,
technical n, appraisal and
 
imp] em nta tic on.
 

B. Evaluation
 

AID has long reco,; -d the 
important role of evaluation in the
deve] o'oient and n1',agement of its activities, and as a sourceof lessons learned 
to help guide assistance efforts. The
United States to donorcontinues endorse attention to eval­uation, and participates actively in the vwiork of the DAC ExpertGroup on Fvl u.i.i on. In addition AID is encouraging aidrecip i ets t!o use iotevaluo is as a tool in effective project
desion ano Wplem;oiton t on, (ind as an element of Improved
insti~utic,:a" cpac: y, to manage developmen-r activities. 

In AID, te eVa L1' ion function is driven by the informationneeds of planners and managers of the as~istance program. Thefocus on utiliizaLion encourages evaluators to responsivebe to 



B. Program for Venture Capital
 

Since late 
1981, 
when AID's Bureau ofestahlis hed, AiD has 
Private Enterprise 
was
been running a program 
 o fund
capital or intr"mediate credit facilites 

venture
 
in developing
countrics 
 For this purpose, AID extendsmarket terms oans at or nearovt of which 
debt and equity capital can
vided to small- and medium.sized LUC 

be pro­
er1cer'iloans are non So ,hese OOFexport credits with - g.'nt element lojer
percent. They are often combi ed )a" 

than 20
"in with AID technical

cooperation prants,
nation is Associated but not with e .xporcred ,s. The combi-Financing 
as deiiived 
by the I)A" Guiding
Princi pl es. 

Three c.LAch packages ,ere reported for 1.
first hal an.d two in the
.of 1984. None were provided 'in 19
Since they did 1 arid 1983.not contain export credits, their
calculated ac:ording grant element,
to the rule of the 
DAC Guldinq Principles,

was 100 perce~t.
 

C. Co-.Financinq Arrangements with 
Private 
Sector Institutions
 
Co-financiiig 
deve lopment projects together 
,itior multilateral other bilateralo ficial institutions 
has been a long-standing
AID practice, 
 t major aspect of AID's 
interest in
has co-financing
been the patentfal 
it offers 
to enhance 
the participation
of the private sector, both 
indigenous 
and
development process of 

foreign, in the
developing countries'
countries receiling aid 
economies. All
 are now eligible for 
co-financing
arrangements 
under appropriate 
circumstances.
 

Projects 
to be financed, normally 
in the
financing, are appraised and approved by 
form of parallel
 

procedures iO..under its regular
which take 
Int o accouot t he development plansrecipients. of
The appraisal also 
incl udes an attempt to
estdbl ish whethesr co-f inancing is:: appropr ateth- financingmethod for a giveor ro ect, Normal AID 
 , ocuement
restrictions 
dni t. rn reguiations apply,
finarcirng is p.s:%W but local coste and is decided on 
a case-by-case basis.
 

D. Measures Taken 
to Aid Domestic Emplyent and 
Exports
 

No specific programs 
or Ieasures have beenU.S. expo ,tcrs or taken to support
to encourage domestic employmert.
no sp~ecific hudgetary sporo There areriations to aid special domestic
regions, industries 
cr 
other special interests.
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IX. Associated Financing Policies and Practices
 

AID has two Associated Financing (AF) programs: a program
designed to match financial offers 
mado by foreign competitors
of U.S. exporters, and a program that provides concessional andnon-con-essioni finance to LDC iWermediate credit institu­
tions. Both ct these programs are consistent with the DAC

Associated Financing Guidalines.
 

A. AID Tied-Aid Wredit Programs 

ini8•~ gyp tian Financinq TFF)1. The 7'.eTL' TYrde .. Facility,e c~iL was createdin 19 81 a -1 Iter V'spea _1 a 1 -, Tc A TEs~ c e k- av 
w 

e U
c 
. S-LoI11 

Commodity Tmp-: Program for Egypt, .fts purpose Is to match
mixed-creditv offered by foreign coyipeLitcrs of U.S.exporters. ;e operates alonsgsideTFF the more comprehensive

Tied Aid 0r4r Program dcscrlbed blo,;. Under the rFF, AID
grants are c Th ined w ith export credips provided by ExIm Bank
(occasiunally also with private funds ) . Coitracts to be
financed are io,,nti fled by the U.S. exporter or by the Govern­
ment of Egypt ,I. then proc.edn to appraise and approve
projects according to its ,eQular program procedures. AID

requires that supp!iOr be bythe muS t selected international 
competitive bioding and tht the transaction be consistent with 
the AID Mixed-Credit Guidelines. 

2. The AID Tied-Aid Credit Program was established in response to t e -- e--,-nopme P-nnhancement Act of 1983. 
The program is to he used wor defeasive purposes, when 
a U.S.
firm is the low responsive bidder and stands to lose a contract

because of predatory financing offered in support of a foreign

competitor. Funds Financeto U.S. exports are limited to
economic Support Funds CJF ).-iiocated for Lommodity import
programs, where 'eterAID mines that such Tinancing is con­sistent wfith the b aposys of the country's commodity import
program (C V). !r- , i. ,, Lhe U.S. exports must be reason­
ably eApected to cor ibute to the development objectives ofthe imprting country and must be consistent with the economicsecurity 3nd political criteria uSed to allocate ESF. In FY1984 $169 m:i , ion wa.s available in CIP progrdms for the Tied
Aid Credit Program. The availabillty of eligible CIP programsin FY 19;30 was imilted by the budgetirn process which makes 
tentative -11ca tion of resources 2 years in advance and bycountr) s ' t.''y decisious governing the .n(:iusion or exclusion 
of commodity import programs. 
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X. Sectoral Orientation of Aid
 

A. Aid for Alriul ture, Rural DevelopRment and Food Security
 

The objectives of U S. food and agricultural assistance are to 
enable countries to become self-reliant in food, assure food 
security to their populations and contribute to broadly based 
economic growtch. To accomplish these objectives, four 
interrelated pol i:y elements are emphasized . 

i. 	 Improve YcOnowic l'olic!es in thn neveloping countries 
to rcL:Pve constra i ts to food production, marketing 
and con sump ti on; 

2. 	 Develop human resources and institutional capabilities 
in the developing countries aod conduct research on 
food :nd agriculture problems; 

3. 	 Expar the role of developing country private sectors 
in agricultural .nd rural devclopment and the 
compl menta;iy role of the U.S. private sector in 
assist>q this expansion; ald 

4. 	 Employ All avoilabin assistance instruments in an 
intec:'atd manner., including provision of PL 480 food 
aid in a way that cortributes to the other three 
elements as well as meeting food security and 
nutrtion1 needs. (See Section B.I. below.) 

Agriculture, rural development and nutrition activities
 
continue Lo absorb the largest portion (47 percent) of the
 
Functional Development Assistance account. Estimated resource
 
allocatiors for FY 1983-85 are indicated by region in the
 
fol owing Lable 

Regio, 	 FY 1983 FY 1984 FY 1985
 

Africa $141.7 $!45.4 $143.5
 
Asia 256.0 257.7 258.3
 
Latin America/Caribbean 168.7 156.0 186.7
 
Near East 22.3 21.6 24.3
 
Central Programs 141.6 144.1 145.0
 

Tot a1 	 T30.T 7"TB TT7 

In addition, tKe bulk of the resources provided under the Sahel 
Development Pro.,gram are used to improve agriculture. Finally, 
two new initiatives for FY 1985 are likeiy to enhance U.S. 
efforts to accelerate the pace of agricultural development: 
the Economic Policy initiative for Africa and the Central
 
American Initiative.
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B. Food Aid Policies
 

1. Food Aid is Development Assistance 

As noted above, a major element or O.S. assistance policy is 
integration of ai available aid inscrumencs especially to 
support the achievement of food secaurity through self-reliance. 

U.S. 

the 

food aid is programmed and 

strategy governing all U.S 

adni istIered in accordance 

assistance, that is it: 

with 

-- Promotes policy diaiogue and reform; 

Strengthens the Private sector 
market to Allocate resources; 

and increases use of the 

Contributes to 
i ns t i t ut i on s ; 

the development and strengthening of needed 

-- Helps to develop and apply approoriate technology. 

Food is a resurc, that can support , wide range of development
activities asj well is directly meeting nut:ritional needs. The 
ways in wh-ch this resource Is transported, stored and marketed 
can be a ma>r' factor in the way rompetitive market 
instituLions grow 

Most importantly the provision of this resource gives

developing country decision makers the margin often needed to
 
institute important policy reforms. Food aid is particularly

useful in vromoting reforms in agriculture and agricultural
marketing because it directly addresses the concerns of key LDC 
policy makers in food and agriculture mrbeting. For example,
the reduction or elimiriation of consumer snbsidies may be 
necessary to improvc incentives to boost agricultural
production, However, this may also cause serious domestic 
economIc and po!i ;Y prohlems bcause of the adverse impact
of the higher fo,, P" cos On Lhe pcor. Inrsuch circumstances,
well designed luod aid programs can provide a temporary"cushion" for the poor, while non-food aid programs can support
projects aimed at increasing foed production and improving food 
di stribu Li on. 

While impr'uved technologies and economic incentives are 
critical components of any agricultural progrdem, demand is also 
importait--lDC consumers need t. kav; adequate purchasing 
power. Programs to increase no' -farm productiun and income are 
important aJjuncts to any agricultural development effort. 



Food is the key component of food-for-work programs which 
can

be linked to well designed development projects supported by

non-food assistance, Nutrition education programs, funded with
 
development assistance, can be ;treNthened when they are 
complemented by feeding programs supported by 
food aia. Also,

food distribution centers can he the cas of family planning

activities, health Care an!services, community development -­
which can be funded by development sasiance and local
 
currency generated from 
the sale o! Yood aid.
 

Local currency can support a variety 
 efdav l,)pment programs,

some of wiich may be funded wi Ok ntIerrl :i sistance. For
 
example, local 
cur'ency proceeds rarp Fliid in-country training 
programs. However, these proceeds are 
fungible and can be used
 
as a substitute for normal host country budetary
 
expendi tures.
 

There are, 
of course, const raints to i"cro ased integration of

food aid and a:d non-food aid resorce,. There is sometimes a

reluctance on the part of the host gover'nmeiit to depend on a
 
resource whose availability is not 
 a'',certain or reliable
 
from year to ye,::c. The actual trantfor of local currency to
 
those entities charged with impleinn1 ng specific agreed upon

activitie: is not alWaYs L.ai. y. Finally, the timing of the
 
resource f :,w in lest flexible in the case of 
 food aid than
 
non--food assistance, .nd therefore its phasing with other
 
development acti 'ities becomes more 
difficul t. 

2. Criteria Used for Determining the Level of Food Aid
 

Most U.S. food aid is provided under Public Law 480. Title I

of tne law, 6s modified by Title credit
IV, proviles financing

to friendly governments For the purchase of agricultural

commodities in the U.S. that the 
Sacret;ry of Agriculture

determines are available. Thesc credit.A ire repayable in

dollars. Recipient :ountries oust agree to underti-e self-help 
measures aimed, Weyn 'npropriate, ot expanding food production
and improvi.ng fooo storage and dist:ributlon facilities. A 
major concern is that concessional sales of U.S. farm products
do not replace commercial exports from the U.S. or other
 
friendly countries.
 

Food &id is also provided under Title I1 of the act on a grant

basis through private volu.intary organizations (PVOs) and the
 
World Food Program (WFP) as well as under goverinment-to­
government programs 
to benefit needy people directly. It, like
 
Title I food aid, is provided oniy when adequate storage

facilities 
are available and when distribution of the food aid
 

http:improvi.ng


will not result in a substantial disincentive to the recipient
country's own production or interfere with ics food marketing
system. These safeguards are important aecause many developing
countries have Wh potential for ircreasing food production and 
because most of the population is, e)endent upon agriculture or 
agricul ture-related activities. 

Food for development programs authorized under Title III (but
financed under Title 1) offer special incn ti':es to i ,:-4-income 
countries to undertake additional developiment programs ,hich,
in many cases, are related to changes in poilicfes designed to
improve the quality of life of the poor, particularly in rural 
areas. Title Ill agreements include supply commitments of up
to five years subject to annual review" and tie ivailability of 
commodities and appropriations. They also pruvide for full 
"loan forgiveness" to the extent that the commo,-dities or the 
local currencies are used Or agreed.. %cf; developmenL pur­
poses. Title i!I agreements must equal t !e sc 15 percent of 
the value of ail Title 1 agreements FYY 1984. 

At least 75 percent of the volumc o, Ti tie f food aid must be
allocated to countries eligible for assistance from the Inter­
national Deve 3Oment Association (FDA) -- currently those with 
per capita inccrmes at or below $805 per year. Eligibility for 
Food for Development (Title 11i) programs is limited entirely 
to this grop of countries. 

The U.S., under authority of Title 1_, donates food for 
humani tarian purposes such as emergency/di sas ter relief and 
programs to 
help needy people -- particularly mainourished 
children -.- through material/child health programs, child 
feeding activities, food-for-work, and other programs designed
to alleviate the cause of the need for food assistance. The
 
legislation mandates that at 
least 1.7 million tons of food 
assistance must be provided annually under Title II, 

The following table shows how Title I and Title II food aid has 
been allocated duriig FY 1983-85. 
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Title I ($ 000) 

FY 1983 FY 1984 FY 1985
 
Per Capita Income Actual Estimated Proposed
 

$805 or Less $650.5 $648.0 $660.0
 
$806 or More 
 145.0 158.0 164.5 
Reserve .... 105.0


Commodi ty Costs $.T • j TO7 0 $29.5 
Freight Differential (less


Initial Paymcnts plus Prior
 
Year Obligation) 54.0 66.0 91.5 

Program Level 
 $RT'O5 $1 ,"2 .-U 

Title II ($ 000) 

FY 1983 FY l981 FY 1985
Region 
 Actual Fstimated Proposed
 

Africa 
 $ 95.2 $183.3 $ 83.2 
Asia 
 215.2 213.7 177.4
 
Latin America/Caribbean 76.2 
 65.8 56.7
 
Near East 
 33.1 25.7 34.1

Europe 

-­24.8 20.5 
Subtotal $ ­3 5__. -

Unal 1oca ted Reserve (plus
 
Transport Costs less Stock
 
Adjustments) 
 155.0 231.0 298.5
 

Program Level $3T7" -$7G-U 

3. Tarqetin; Food Aid to Special Groups 

An important objective of U.s. agricItural development assis­
tance 
is to nelp -. iert countrips establish competitive
markcts that provi- . ':,-e of low cost,supply nutritious
 
foods to the w,,,:,y of .h- population. However, sole

reliance on .he normal 1r, e market mechanism for the dis­

-tribution oi food and the alleviation of hunger is simply
inadequa-te in many poor co;,ntrles. On the other hand, massive
direct feedin q are to toprograms 1ikely I ead dependency and,
in addition :ould reqiire considerable administrative capa­
bili vi ; c tl,,! hys ical infrastructu re ( ic uding trains­
porta'loi ii star~vge facilities) far beyond what is attainablein the f, r's leoeble future. Therefore, it may be necessary and
approprl. to emp oy various iiodlfied market approaches and
direct food dlstribution programs to reach those whose needs 
would not otherwise be met. 
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Modified market approaches, while they use the market mechanism
 
for food distribution, are certain
subject to interventions or

constraints. Examples include open market sales of public food 
stocks to guard an economy against seasonal price variations;
ration or "fair price" shops in the public andboth private
sectors which sell food at subsidized prices; food stamps which
permit low income holders to purchase a limited &,mounit of

specified foods at reduced or no cost; and the use n self­
targeting foods -- those which have 
a high income elasticity of 
demand among poor people but a low or even ne.tive income 
elasticity of Wlemand among wealthier groups.
 

However, even modified market approaches, which depend on

purchasing power, may do little to provide food o under­
employed and malnourished people who do not have the money to

purchase the food they need. 
 Under these circumstances, poor
people must b0 able to obtain food from public pipog.ams,

including direct feeding and food--for-work progra in . Such
 
programs (whicl often receive 
 food supplied under Title II of
PL 480) can reileve hungar and sometimes -- as in the case of
 
emergency relief --
 save lives. While designed primarily to
 
meet the economic ahd nutritional needs of the poor, direct

food assistance 
can also be viewed as an investmenL in human

capital rather hmn as an e.penditure for immediate con­
sumption.
 

4. Assuring That Food Aid Does Not Act on. a Disincentive 
toPTi- - . 

In providing food aid, it is important that the policies of the
 
recipient country control the augmentaL~on of food availability

and/or faciltate an increase in food demand so that production
disincentives are not created. Methods For accomplinhing this
include: (a) building up 
food stocks to stabilize agricultural

producer incomes7 (b) increasing the eWiaLntive demand of low 
income groups through modified market approaches or direct food 
distribution progr. us; (c) using food or local currency pro­
ceeds to finance 1 bor-.inLensive construction of productive
agricultural infrastructure (such as rural access roads or 
irrigation dikes and channels); and 
(d) creating permanent

employment through policies 
that stimulate & iaL'or-intensive
 
pattern of private sector agricultural and non-agricultural 
growth. 

C. Population 

Rapid population growth compounds the already serious problems
faced by both public ard private sectors in LDCs in meeting the
 
needs and demands of their citizens for food, shelter,
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education, and health care. it diverts scarce economic 
resources from investments which will produce rapid economic
 
progress. One of the most poignant consequences of rapid
population growth is its effect on the health of mothers and 
children. 
 Especially in poor countries, the health and
nutrition status women childrenof and is linked to family size 
and spacing of births.
 

For these reasons, the United States expects to maintain its

strong support for voluntary family planning programs,

Recognizing the reciprocal 
links between fertility and other
 
aspects of development, the U.S. will ensure that family
planning programs and economic development policies and
 programs in other sectors are mutually reinforcing,
 

The fa,,ily planiing services supported by the U.S. wili
continue to be based on voluntarism and informed choice. U.S.policy does n.t consider abortion as an acceptable method of
family plannAg. Believing family planning to be 6 humane and
workable altennatlve to abortion, VoS. 
 policy inc(, ides the needfor broader access to family planni ng enucariio;n and services,especially in the conte.t of mater"al/ci~il U health programs.
There also will he expanded supporL for the marketing ofcontraceptives whfic can provide failly planning at low

through existing commercial channels. Provision of 

cost
 
services

which are .cc-p:ablo within the cultural and religious context

of each country is critical, and the United States 
believes
 
that 
family planning programs can be enhanced by including
Natural Family Planning Methods where these 
are appropriate to
the beliefs of the individuals and recipient nations,
 

0. Heal :i) 

Despite progress toward increasing life e;pectancy in 
recent years, the health of the majority of people in most developing
countries 
remais poor by any measure. In many countries life
 
expectancy does not exceed 50 years. 
 One-third or more
infants die befor;, the age of five, and hupdreds of millions ofadults suffer from chrowic, debilitating diseases. The basic
objective of 
 .l,'s healih program is to assist developingcountries to become self-sufficient in providing broad accessto cost-effective preventive 6nd curative healthii services.
Primary Health Care (PHC) remains AID's Lop priority in itshealth assistance efforts. Withirn the broad framework of PHC programs, AID is concentrating on the fol miig initiatives: 

-- imrproving the effectiveness and financial viability of 
basic health services;
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--	 decreasing death and disability from infectious 
diseases; and 

-- improving the availability and quantity of domestic 
water supply and sanitation, 

AID gives sp.cin! atention to encouraging LDCs to modify

policies th~t hinit cost.-effective self-sufficient
 
programs. The Kyonoj stresses private sector approaches to
 
providing bLasi" helth 2are, and emphasizes the need to intro­
duce cost-rocovery neasures into LDC health programs. AID also 
continues to pp-ovide support for a broad range of indigenous

institutio,. in vo'~ in the p'omotion of health, including 
women s qroup, universities and research institutions, 
village-lave"c K alth commiiittees, private sector health
 
practitioners and ente;rprises, and voluntary organizations.
 
AID is also W reas ;ng its support for technology develop.­
ment, adaptation n id t;ransfer, principally through biomedical 
research re o tno LOC Pealth problems. 

One of the more -rW: icng areas of AID activity in the health 
sector is The Avcy's support for Oral Rehydration Therapy
 
programs. u- Pe. ydritioi, Ther:.py (ORT) is a simple , 
effective weapo inst , 'rrhea, which is responsible for 
about 5 mi hs per year, or about 30 percent of all LOC
 
infrant deaiHY. Ol1'T inv&o h'es the administration of a solution 
of 	sugar, salts and ,ater to reverse the damaging effects of 
dehydratinn due to diarrhea.
 

In 1983 AID supported dissemination of this powerful health 
measure in a varicty of ways. AID continued to finance 
important hasic research activities at the International Center 
for Diarrheai! i:eas e Research in Bangladesh. In cooperation
with V.HO and UNICEF, AID sfonsored the first international 
Conference on O, which attracted 600 scholars, policymakers
and health f-icial: from dev loping as well as developed
countries AIb A- begun to work in collaboration with the 
Peace Corp; o b-.o ; official US Government support for ORT 
programs. Tha hgeney hs also financed a series of ORT
 
programs in developing'countries to make this life-saving
 
technology more hide.v available,
 

During 1983 AIDJ-funded researchers scored a major bren"through

in the seirch for a malaria vaccine. Millions of peope in the 
developing .,orl i cclA bc spared the debilitati:ng and costly
effects o maai ria ifU a simple, inexpensive, safP and effective 
measure eoainst this scourge were readily avai'lable. Late in 
1983 severa7 technical breakthroughs in the area of genetic
engineering allowed AID's malaria vaccine prognam to isolate, 

http:Ther:.py
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develop and tes! prototype vaccines against both 
the mosquito
and blood cell forms 
of the malaria paraste in animal models.
With additional AD funding, the program is 
being accelerated
to permit expeditious overseas 
field trials of the malaria
 
vaccine.
 

E. Nutrition
 

The United States will 
place greater emphasis on addressing
nutrition problems through 
its agricultural 
and other assis­tance programs. 
 As a result, there will be an increase in
programs which specifically address 
nutrition problems 
over and
above continued support 
for diect nutrition programs, Nutri­tion pr ograms in the futuore will be more closely lntcCratedwith the health, rural development, and education programs

which AID also supports.
 

F. Educatiop crnd Trainln,
 

All developin, countries 
continue to have specific needs
more trained personnel and most countries 
for
 

continue to struggle
with the v'ery 6ifficult task of expanding their 
school systems
to etable Most hi 
der, to obtain 
a basic education. High
level manpow r trainirng and technical 
assistance to he!p
countries imprcve the 
efficiency of their basic 
education sys­tems are the .,o priorities of AID's educ;ation assistance programs, Manpower raining 
for key administ>ra'tors, managers,
scientific and professional personnel 
has gro!n substantially.
Project-related training in 
agricultural, 
health, population,
and other sectors supports external 
training for an additionalthree to four 
thousand individuals annually, 
 External training
in U.S. universities is the main trairning emphasis, though
there is increasing support for 
short-term traininq, training
in third-country institutions and 
strengthni 
 ng. of local
training institutions. 
 Support for b)asin education, which has
declined in recent years, 
In again being emphasized.
 

In 1983, AID i ruc-
 a new Policy Paper on 
Pasic Education and
Technical 
Traini g .,h.h encourages: (7) improvements in theinternal effi 
 ieMcies of basic schooling sys tems; (2) improvedmanagement of the 
recurrent costs 
of large scale education
systems; 
(3) closer linkages between education and training
systems onrd etployyent; and 
 4) greater Involvewent of
communities, parents and 
the private scctcr in the developmentand waintenance of the 
education and 
training systems. These
efforts are currently about 30 
percent of ATD's education
assistance and are 
expected to grow somewhat in future years,
particulariy in Africa. 
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XI. Women in Development (WID)
 

A. Recent Po cy Developments
 

The United States recognizes 
that gender distinctions
constitute 
a key variable 
in any economic development program.
The AID Wome, in Development (WIo) staff has been expanded to
more effecticl-y monitor Agency activities, as well as toprovide technical assistance to overseas AID missions for theirown portfolio review and project designs. Funds from the WIDOffice and other ,gency offices have thanmore doubled over the
last 2 ye .s 

The Ai:.ncy is conductlirg tr ining workshops for its seniorpersonnel o hiow women's roles must be IntegraLed into allprojcts. ATD continues to emphasize these areas: increasedemployment it the private sector; credit and technirc'!assistance; oqriv ultcial development; technology transfer;education ann training for women and girls in both the formaland nonforma; 
sectors; development and distrihution o,'instruction m wriais; as vwell as increased participationwomen in A -sponsored trainlng, of
both overscas and thein U.S. 

B. Measures Taken to Ensure the Full Part "0pation of Women in
 

The disaggregation of 
daLa oy sex now must be included in allAID project documlents. Project design teams include genderdistinctions with their socioeconomic analyses to ensure
appropriate proposal solicitation.
 

Guidance cailes 
 fron the AID Administrator to the fieldmission,; have mandated the inclusion u wiomens' roles inappropriate project designs, and policy doc.ents . TheOffice staff anu the WIDWID officers from the central and regionalbur-'aus aisu p.; r pste, as much as possible, in the reviewprocess on the p," design documents in order to monitor theinclusion of V-. n's issues. 

Further the WID staff has provided tachnical assis,tance toover 20 AID Missions for portfolio reviewi, project design andevaluation. And, using other development practitioners, therehave been more thnr VO technical iiiterventionsmissions. The to over 30WIP Office also contrinues to expand its activi­ties with Title XI university consortia to ensure placement ofpersopnel on design teams so that gender distinctions areincluded in socioeconomic analyses. 
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C. Measures to Improve WID Statistics, WID Research
 

AID considers it vital to add to 
the body of knowledge andempirical data ,on womens' roles 
in development. 

AID has funded over 20 research efforts through universitiesand other organizations to study specific sectors or topics inrelation to women. Documents produced have included thefollowinq topics: migration; rural industry; health; women­headed households; education; women's orgiv ;.a tions; women's access to credit and technology; and, skills training. AID hasalso emphasized the importance of disaggregating data by sex atthe policy and program level. AID has provided funds to theU.S. Bureau of the Census to product regional ;indi;ook for thedeveloiing world which compiles the most recent sex disaggre­gated data by country and sector,
for 

There ha dciboo<s are designeduse by d velopment practitioners and planners, both indeveloping c.untries and in multilateral and bilateral
 
assistance prugrrms.
 

AID's Center for Evaluation and Information is implementing ayear-long effr- andV,, study synthesize AID's experience inthe last *K years in reaching women. A five-member team is
currently reviewing the Ag'.ncy's portfolio, and will produce
case studies and a summary analysis of AID's experience and

learning in L:s r-, 

D. Actions to Promote WID Concerns in NGUs and Multilateral 
Tr~9a n* TT ,ii -

AID has played a major role in assuming that WID concerns are
addressed by the in ternational donor communitv.
 

-- AID participatLes in women in ,evU opmen activities ofthe United rations and the independqn; agencies -- theCommission un the Status of Womn , -AO, UNICEF, UNDP, andthe UN Voluntary Fund for Womeni. 

-- AID has baen actively involved with tIe UN Decade forWomen to ensure that women in deveiopment concerns aresubstantively addressed. AID will continue its support ofthe Conference on Non-Governmental Organizatioos (CONGO)
and the Kenya NGO Organi7ing Committee in preparation for 
the UN Conference. 

AID's Office of Women in Development works directly with NGOsin implemeneting projects for and with qomen in developingcountrie-. Many NGOs work at the grass roots and can have a 
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direct and boohficial impact on the lives of Third World 
women. The first important area is education and training. 
AID activities include: 

-Technical assistance for 
forma! and nonformal education
 
programs geared to girls and women; 

-developoeirc and distribution of instruction materials; 
and
 

-participation of women in AID-spoosored trainirg, both 
ovarse~s and in the U.S. 

Second, women's access to work and income is crucial t:o their 
full inte7gr :6 T -Tb con7r, T - ai r c o uq t r ! a E 

-Ail) is supporting Women's World Banking -- a program
designed "o assist low-income w;omen pri1ariy throngh the 
generati n of income and joos. Thin in:stitu'tion oerates 
through n series of host-.country affiliates wthich provide 
guarante s to banks for commerci al Ioans; to on -9_wed or 
run smal! businesses. Women's Vrld ana:ki- g is currently
working in !3 countries. 

Improving 
transl ate 

.omen's access 
nto .crea-e-, 

to resources 
ncom,A 

such as credit, 
areaof 

which can 

interventi u . 

-A study of applicants to an AID heusing project showed 
that over 40 percent of all applicants ',/ere female heads of
households, too poor to qualify for the project's credit 
program. This major aid projecL is being redesigned to
take into dC.OU;nt the special needs of w.'omen borrowers. 

-In Peru, the AID rural enterprise c -o,-tprogram played an 
important role in changing Th2 policy of the Industrial 
Bank of Peru from -tihe support of dwedi rm.. and large-scale
enterprises to E:mail businessen MIch directly affected 
women's accr, t.o credit, 

E. Actions 0 Puomote the DAC/WID Guiding Princples 

AID is implementing an AID WID Policy Paper, which is
consistent with the DAC/WID Guiding Principles. AID is 
develcping mechanisms to further disaggragate data in AID's 
Office of Training, and to collect data on all of AID's 
projects and programs which have an impact on women's roles in 
developing countries. 
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XII. Broader Instruments of Development Cooperation
 
A. Reimhursable Technical 
Asslstanc,9
 

In cases 
where technical assistance would 
result in improved
management -and operations, increased productivity or
investment, new

the concept of "reimhurs .le 
technical assistance''
may be an ippropriate form of dev"omolopent cooperation. In such
cases., 
there exists the opportunity Tor generatinq additional
 revenue to cover the 
costs of the ,echnicol assistance. 


Agency has several such progra.ms, For example, the 
The
 

International Executive Service Corps 
(iESC), an organization
consisting of retired U.S. 
business executives, recei'es corefunding from AID and 
is a good example of technical assistance
resul trig in improved managewent and 
incPeased productivity in
business. TW!s organization pro-i 
.s technic&l and managerial
assistance to developing couhtry 
 ,,si',e;ses and other,
organizaticns on 
a cost recovery b 
is whe'ever possible. That
is, the clie ,t firm or organlization in :xpecied to pay, to the
extent possible, for the techicO assist -,ce 
 services
provided. he AID funding of &.TCalloys it to cover some ofits centrl ar d country level administrtive costs (they have
 
offices i, P countries) while
to be covured by partculr services provided are
the clie! t. Another program, more closely
following the 
commonly hold definition uf reimbursable
technical asistanno is the Agcency's experimental, reimbursablecost sharing feasibility study prooram, 
 Potentiai projects
must have host country private sponsors who will be investors
in the ultimate project. AID reimburses 50 percent of the
study costs up to $50,000. Should an investment result from
the study, ihere is a repayment commitm;ent on the part of the
project's private sponsors 
for AiD's contributions 
to the

feasibility study.
 

B. New Initiatives to lovolve the U.S. Private Sector in 

AID believes the,. or2 appropriate roles for private businessentities to r ;' in devolopmient and that such efforts willdemonstrate effective public/private cooperation.
incorporating private enterprise 

When 
efforts into AID's
development n70itance program, emphasis 
is given to several
subject areas. 
 Tese areas have been chosen because: I) they
are considered t
, e of high development priority 
In LDCs; ii)
they rroe . .re s 
i u"hich private enterprise has 
an
appropriye cod signific'ant role 
to play in contributing to
developw-nt; 
td iii) they are areas in which considerable
expertise L.o address then; 
is available io the private sector.
 

http:progra.ms
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In its private enterprise development efforts, AID 
uses U.S.
private sector cxpartise, resources, and institutions to: 

-- Provide assiscance through U.S. busiross orgaoizations
and law fir s with international expertise in reviewinghost country laws, regulations and policies which affectburiness op-rations and investment decisions, providingrecommendat;ions on needed changes to iiprove the overall
investement ,nv irorniont; 

-- Promte the strengthening and development of capital
market institutions which function tomust effectively
mobilize luoal resources and provide debt and equity
flnanciog 
for business growth by utilizing expertise
aviiable in U.S. Investment anrd commer'i-l banks and 
venture capitalists (importanti ere is on interest rate
 
structure which reflects the cozt of cap1ial and includesrisk co'i derstions, and laws/policies which provide
incentivzs for risk taking); 

--Develop and provide both technical and management

training wiOlch responds directly to perceiveo businessneeds by accessing U.S. husiness and technical schools, andother privat training institutions/organizatioos; 

-- AssisT ih the transfer, incorporation and management of new, appropriate technologies into host country business
enterprise through 
tech;cal assistance, joint venture
investments and other busirness rela o;ionships through suchU.S. private organizations theas Joint Agricultural
Consultative Corporation, tWl intcrnational Executive 
Service Corps and orhars; 

-- Help develop nkills aiid o>,; rtise needed in starting newbusinesses, inciuding business strategicand pi anning,raising ,ep~ial, ai, penetratinq Now markets by calling onsuccessfu! Y!.7 nn 2r:preneurs to suchp:ovide assistance;
and 

-- Develou velue dded and export businesses and therequired marketlog skills generateto additional and/or 
conserve scarcre joreign exchange. 

C. New i .it.v . to .courage. En . L.C Tnqenou Private Sector 

AID continues work begun in prior years to encourage LDCprivate sector participation In development, particularlyemphasizing small.- and medium-size business development and
growth. 
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The needs of small- and medium-sized enterprises in developing
countries Incluie: i) appropriate forms of debt and equity
financing; ii) Lachnical, manager-ial and marketing assistance;
iii) access to .roduct and market inf-ornation; and iv) a po icy
environnmnt 'ich encourages the development of and investment 
in such enterprises. 

AID is providi ng assistance in cho~se four areas to help
encourage small- and medium-sized business development. On the
policy level, efforts will be made to encourage the development
of laws and ragulation; which provide tax and other incentives
for investin; in small- and medium-sized businesses. While wedo not ad,'ca te :ubsi di .a tion , preo erential tax treatment and
other incentives may help to offse risk perceived by potential
inves cory.o 

AID is also .urking to strengthen: existing and, especially, to 
create new LC private sector institutions. To assure a
balance, por fulio which allows adequate risk management, such
institutions are encouraged to address a range of business
 
needs and to provide sevea l income-generating services. Suc~i
 
services n, , 0 


Oebt/equi ty finaincing 

Management consul ting 

TechnI cal /mana gemen t training 

Marketing assistance 

-- Business plennir advice 

This diversification of services allows institutions togenerate incom: from several sources, while providing small 
business enterprises acces;s to needed assistance (in a single

instit tljon) .ni:' is generatiy difficult or impossible for
 
them to obtaln, i, acP eva these objectives AID is workingwith and through many institutions in LDCs including chambers
of commerce and ind'stry, for-profit cooperatives, and a full 
range of intermediate financial institutions including several 
new ones not heretofore utilized by AID such as leasing, export
trading, and isurance companies. 
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D. Trade and Investment Treaties with Developing Countries 

1. Trade 

The size and openness of the U.S. economy have continued to 
enormousprovide the developing countries with an market 

for their exports. In 1983, U.S. imports from non-OPEC 
;mounted to nearly $80 billior, overdevelopfnq countries 

20 percent of these countries' total exports and ten times 
the level of United States net Official Development 

the other side, the non-OPF C developingAssistance. On 
countries absorbed a substantial proportion of U.S. 

This exceeded theexport.s--nearly $60 billion in 1983. 
value of U.S. exports to our two largest sing!= country 
markets, Canarda and Japan, combined. 

Despite growing pressures for ,'ro . .ction as the economy 
began tc rebound from the 1980-82 racession, the United 
States k.pt to a minimum now trade restriction; against 
imports .rom ICs; Vt has als o graoually 52en phasing out 
most existing restrictions. For e>ample, temporary duty 
increase o- *ushroom imports expired in October 1983. This 
action wilI affect favorably imports froi Hong Kong, Korea, 
and Taixwan. The teonurary additional tariff on imports of 

porcolaf--.on-steal cookware, which is supplied by Taiwan, 
Mexico, &ad other developed countries, was reduced by 50 
percent.
 

Under the auspices of the Mu] tfiber Arrangement (MFA), the 
United States has bi!aterai agreements containing specific 

exporting developingrestraint levels with 26 >eAtile 
countries. An extension of the iW,'. through July 1986 
provides for an orderly expansion af t-tile trade, 
particularly for those dev..opirg countries which are 
smaller prnducers or nek. en rant s in textile trade. 

Through its ",.eralized System Q, Preferences (GSP) program 
the UniLed S .:en provides duty-free treatment for imports 
of approximately 3,000 )products imported from 14C benefi­
ciary developing countries. in the eight years that the 
U.S. program has been in operation, the value of U.S. 
imports receiving GSF duty-.free has increased from $3.0 
billion in 1976 to $8.4 billion in 1982. 

Statutory authority f'or the U.j. GSP program expires on 
January 3, 985. Fhe Administration has announced its 
inte;ion to seek legislation to extend the program. Major 
objectives of the extrnsion include i.,proved operation of 
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the gradua-fon policy to reflect the growing competitive­
ness of some categories of developing countries and to
 
further intertate developing countries into the
 
internati,,a! tr.din, system.
 

The most significant bi!lter&l (and regional) initiative
 
undertaken in the past year nas the s:igning of the U.S.-
Caribbean [asin lni:iative (CBI). This initiative seeks to 
use trade and tcax measures to faciitate the revitalization 
of the economies of the 27 nations of the Caribbean Basin. 
The program provides for a temporary extension of one way 
duty- free access to the U.S. market for these nations. 
Duty-free treatment is to he extended on all products with 
the ex:ception of textiles and apparel, footwear, petroleum 
products, lenther goods, and canned tunafish. The granting 
of duty acecess will he uninterrupted for a period of 12 
years. 

2. Bi0,)eral investment Treaty Procran
 

The U.S. launched tNe bilateral Investment Treaty (BIT)
 
program in late 1981 to ,negotiate a,stable and predictable 
legal f', i:roo-k aithin which to invest overseas. The U.S. 
signel BT; in 1982 and 1983 with four developing 
countries. At the ieginning of 1984 negotiations were
 
underwa'y ,-ith Morocco, Cameroon, Gabon, Bangladesh, Sri 
Lanka, A Salvador, Honouras, Burundi, Zaire and China. 
During the 1982-83 period the U.S. met with more than 40 
countries to explore the possibility of negotiating BITs. 

1335J
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Table H
 

Structure of U.S. Official and Private Flows: Net disbursements 

-(Millions of dollars) 

Calendar year 
Type of transaction I 1982 1983 

Amount Percent Amount Percent
 

Totil Official and Private Flows
 
n + II + III I IV)............................ 30,159 100 22,948 100
 

Yetal Official Flow's (I + I1)..................... 9,780 


1. Official D velopment Assistance ........... 8,202 


Bilateral c,ants and grant-like flows... 3,791 

Bilateral loans ......................... 1,070 

Multilatera ?........................... 3,341 


ii. Other Official Flows...................... 1,578 


Total Private Flows (I11 + IV).................... 20,379 


ILI. Private FlowF at Market Terms ............. 19,099 


......................  
Direct investment 3 5,451 

Multilateral portfolio .................. 1,210 

Other long-term assets, including
 
export credits ......................... 12,438 


W . Grants by Voluntary Agencies .............. 1,280 


1. For details see DAC questionnaire table 1.
 
2. Disbursements of capital subscription payments to multilateral 
are recorded on the lssua., basis. 
3. Includes net new direct investment and reinvested earnings.
 
* Less than 0.5 percent. 

32 8,048 35 

27 7,992 35 

12 4,470 20 
4 1,023 4 

11 2,499 11 

5 56 (*) 

68 14,900 65 

63 13,580 59 

18 2,340 10 
4 1,067 5 

41 10,173 44 

4 1,320 6 

development banks
 

Source: Bureau of Economic Analysis, U.S. Department of Commerce.
 

July 20, 1984
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Table I
 

Summary of U.S. Official and Private Flows: Net disbursements 

(Millions of dollars) 

Type of transactionl Calendar rear Annual 1 
- 1982 1983 Lhan 

Total Official and Private Flows (I + 11 + III + IV) ...... 30,159 22,948 -24% 

Tota, Official Flows (I + II) ............................. 9,780 8,048 -18%
 

I. Official Development Assistance ................... 8,202 7,992 -3%
 

11. Other Official Flows............................ 1,578 56 -96%
 

Total 	Private Flows (III + IV)......................... 20,379 14,900 -27%
 

.........  19 ,099 13,580  
111. Private Flows at Market Terms2 ...........	 -29%
 

IV. Grants by Voluntary Agencies ...... I................ 1,280 1,320 +3%
 

Memo item:
 

U.S. 	Gross National Product (billions of dollars) ..... 3,059.3 3,310.5 +8%
 

Percent 	of Flows to U.S. GNP:
 

Total Flows ...................................... . .99% .69% §§§§§§
 

ODA............................................... 27% .24% §§§§§§
 

2. 	For details see DAC questionnaire table 1.
 
2. Includes net new direct investment and reinvested earnings, portfolio investment.
 
and export and trade credits.
 

Source: Bureau of Economic Analysis, U.S. Department of Commerce.
 

Jily 20, 1984
 



Commitments of U.S Official Programs
 

(Millions of dollars)
 

C a I e n d a r y e ar
 
1982 _ __ 60 -A 1983

ODA 
 ODA

Type of transaction 
 grant 
 grant
ODA OOF Total element ODA 
 OOF Total element
 

Total................................... 
 8,232 3,558 11,790 93.7% 
 9,482 1,173 10,655 94.4%
Excluding debt reorganization .......... 
 8,197 3,413 11,610 93.8% 
 9,448 1,037 10,485 94.6%
 

Grants1 ............................... 
 6,770 -- 6,770 100.0% 8,106 
 -- 8,106 100.0%1Excluding debt reorganization ........ 6,770 
 -- 6,770 100.0% 8,106 -- 8,105 100.0% 
Loans................................. 1,462 3,536 4,997 64.4% 1,376 1,149 
 2,525 61.7% _Excluding debt reorganization ........ 1,427 3,390 
 4,817 64.4% 1,343 1,012 2,355 
 61.7
 

ODA................................. 
 1,462 §§§§§§§ 1,462 §§§§§§§ 
 1,376 §§§§§§§ 1,76 §§§§§§§Excluding debt reorganization ...... 1,427 §§§§§§§ 1,427 §§§§§§§ 1,343 §§§3§§§ i,343 §§§§§§O ................................... 
 3,536 3,536 §§§6 § §§§ § 1,149 i,j4 §§§§§§§Excludinq debt reorganization ...... §§§§§§§ 3,390 
 3,390 §§§9§§ §§§§§§§ 1,012 i,0i §§§§§§§
 
Equity participation .................. 
 23 23 §§§§§§§ 
 25 25 §§§§§§§
 

Grants as a percentage of total ......... 
 82.2% -- 57.4% §§§§§§§ 85.5% -- 76.1% §§§§§§§

Excluding debt reorganization .......... 82.6% --
 58.3% §§§§§§§ 85.8% -- 77.3% §§§§§§§
 

1. Includes grant-like and capital subscriptions to multilateral institutions.
 

Source: 
 Bureau of Economic Analysis, U.S. Department of Commerce.
 

July 20, 1984
 




