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EXECUTIVE SUMMARY

I. INTRODUCTION

This report reviews the legislative support for the Basic Human Needs
Mandate and the Private Enterprise Initiative. It explores how the Mandate
and tne Initiative complement and support each other. It also looks briefly
at those steps that the Agency has taken to implement the Initiative in ways

that are consistent with the Basic Human Needs Mandate.

II. LEGISLATIVE SUPPORT FOR THE BASIC HUMAN NEEDS MANDATE AND THE PRIVATE

ENTERPRISE INITIATIVE

Basic Human Neeas - The Basic iuman Needs approach to development focuses on

tne primary neeas of tne poor majority in a country and targets specific
gezprived groups oI individuals anc sectors. This Basic Human Needs approach
is embodiea 1n :tne Foreign Assistance Act. Tne Agency for Ilnternational
Development js mandated tc focus all of its development assistance activities
on rmeeting the Basic Human Needs requirements of countries where AID is active.

Tne Private bn-erprise Initiative - The Private Enterprise Initiative is based

upon the pelief that greater reliance on private enterprise, individual
initiative end free competitive markets is essential for the creation of the
type of economic drowth that Third World countries need to meet the Basic
Human Neeas of their people. There is clear and explicit legisiative support
for every aspect of the Private Enterprise Initiative in the Foreign
Assistance Act. The Initiative is, in fact, consistent with almost forty
years of private sector development experience in America's foreign assistance

programs.



Basic Human Needs, Economic Growth and Private Enterprise - Tne Development

Coordination Committee Policy Paper, "tvolution of tne Basic Human Needs
Concept”,; 1ssuec 1n  March, 1979, presents a detailea analysis of how
complementary 4ana consistent private entervrise development activities are
with a rocused cevelopment strategy aimed at addressing the Basic Human Needs
of target counirles andg regions. It arques for a creative, flexible and
responsive  anoroach that reflects the neeas, culture and apility of each
Country. IU sJdpporle tnee proposition that sestainable improvements in living

SLaNdards [or whe DOOI Cah DC achleved with private enterprise Lnterventions.

DIL. AGENCY EFFOPTS IO IMporMENT THE MALDATE AND THE IGITIATIVE

Loe Mancale - In 975, 21D respondec oo tne Congrensionzl manaate that it

ST DG & LIICKIE OOl wrt OLOI L0 g 133:tlC HURED  [e-el@ approach witn a

TG JOCURENTING  the Sleps ithal 10 wabl taking 0 adjust to the "New

Jirections”. rany of  the poinls thal 10 made 1L 1975 are reflected in the

[

Agency's strategy

J» LO dRplement Lree Private bnterprise Initiative 1n 1984.  The
Tolowing slatenent DOSt o sualluar 1LeS Lhe Agenc,'s pxcition in 1979 anc
"helause op ne large investment of resources reguired [Lo meet the 3HKN of the

BO0r Gajoricty Inoa LXK, it 10 clear tnat e healtny eceonany, one which is

multipiving

[
C
=

opoortunities, governnent revendes, anc  foreign  exchange
EAUNINGS, Wiil ©Nanl Lhe LroS,~-0lS Of a successiyl attacts on poverty.”

Tne Initiative - AID's efforce nave focusec on acentifyine key constraints to

tne growtrn Of tne private Sellor IR 408U COUNLries ans recions ané responding
tC Tndse CONStraints Lnrousn po.icy cialogue anc efforts to improve the way

LDT markets runction.  Tne Burez. for

0e

rivate Enterprise {(PPZ) has focused 1ts
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efforts on developing and experimenting with new initiatives and modes of
operation for the Agency in private sector development. The Bureau also

supports and supplements, wnere appropriate, the private sector development
programs of tne A1D missions and other central and regional Bureaus. Both PRE
and the Agency have taken steps to insure that their private enterprise
activities are consistent with and further the Basic Buman Needs mandate from

Congress.

IV.  CONCLUSION

The Private Sector Initiative and the Basic Human Needs Mandate
replesent complenentary approaches to tne achievement of economic development
that stress growth with eguity. Both ot tnese ideas are firmly rooted in
clear statements of Congressional authority, as reflected by the Foreign
Assistance Act of 1961 (as revased). Both give the Agency and the Bureau for
Private hnterprise a tremenaous amount of flexipility in developing policies,
projects ana programs that best reflect the needs and problems of each country
ana region.

Aitnotras flex:ibility, nowever, comes the challenge of halancing and
understanaing a numer of diverse issues. Both the Agency and PRE have
recognizea tne Work roquirec to increase tneir ability to effectively maximize
the potential represented by the Mandate and the Initiative. HMuch has been
aone, burt the cnallenge of developing successful private enterprise
development programs and projects that help meet the Basic Human Needs of poor

people 1is substantial. The creation of the Private Sector Revolving Fund
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marks a major step in the evolution of the Agency's effort to identify and
support self sustaining development projects which actively involve the
private sector both nere and abroad.

Wnile tnig report reaffirnc that the Agency is on the riaght track,
it will pe some time before we will hnus how successful the Initiative has

been in hastening tne improvement of the Basic Human Needs of LDCs.



I. INTRODUCTION

In 1973, Congress enacted the “"New Directions" amendments to the
Foreign Assistance Act. These amendments shifted America's development
assistance mandate from one that was based upon a "trickle down" approach to
one tnat focused on meeting the "Basic Human Needs®™ of the poor majority of
aevesoging countries.  In 1981, the current Administration created the Private
Enterprise Initiative as one of the four vrimary tools that the Agency for
internationct  wvevelopient woulo use to  implement development assistance
acrivities. 7Tnis report reviews tne legislative support for both the Basic
Human beeds randate anc tne Private Enterprise lnitiative and explores how the
Mancate ano the initiative comolement and support each other. It also looks
brieil;y at those steps that the Agency has taken to implement the Initiative
1% ways that are consistent with the Basic Human Needs Mandate.

Tnis report was commissioned by the Bureau for Private Enterprise
(PRE) as part of its continuing effort to assess the Basic Human Needs
agevelopmenta! irpact of its activities. This effort flows in part from PRE's
aesignation by the Administrator as the Bureau responsible for formulating and

coordinating private sector policy within the Agency.



PRE teels that this is a particularly auspicious time for a review
and restatement of the tenets upon which all of its efforts rest. Three years
have passed since the Initiative was inaugurated and the Bureau was created.
buring that time, a number of projects, programs and activities have been
initiated by PRE and the Agency. In addition, Congress has just given PRE the
authority to create and operate a Private Sector Revolving Fund that will,
through tne capture of reflows from PRE investments, give the Bureau an
opportunity to become self-sustaining. This is a crucial time of transition
tor the Bureau. This report will help insure that the Bureau maintains its

Basic Huwkan Needs focus during the coning years.



II. LEGISLATIVE SUPPORT FOR THE BASIC HUMAN NEEDS MANDATE

AND TdE PRIVATE ENTERPRISE INITIATIVE

A. Basic Human Neegds

Tne Basic Human Neeas (BiN) approach to development focuses on the
primary neecds of the poor majority in a country. It calls for the
identitication of specific groups of deprived people in a country and for the
cevelooment of specific plans to ensure tneir access to a "bundle of essential
gooas and services. Wnile some of the components of this bundle may vary fram
country to country, there is a common core that includes education, basic
nealin, nutrition, water and sanitation, and shelter.'l This concern with

&rlicdiar goocs and services oirected at particular, identified human beings
clsiincuisnes tne BHN approact from all other aevelopmental strategies.

while BHN reflects an intent to remove mass deprivation, it is not
Just a metnodology to 1identify impacted groups and to supply them with
specific goods and services. BHN is also a philosophy of development based in
part on the seli-defined needs of the poor and dedicated to a significant
restructuring of how the poor majority participate in the economy of their
country. Tne philosophy of tne BHN approach can be summarized as one which
“is designeda to improve, first, the income earning opportunities for the poor;
second, the public services that reach ithe poor; third, the flow of goods and
services to meet cthe needs of all members of the household; and fourth,
participation of the poor in the ways in which tneir needs are met. All four
2

{of these] pillars must be built on a sustainable basis."

This Basic Human Needs approach is embodied in the legislation that
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defines the mandate for the Agency for International Development -- the
Foreign Assistance Act of 1961 (as revised) (FAA). Section 101 of the FAA
states, 1n part, that America's development policy should emphasize four
principal goals including: (1) the alleviation of the worst physical
manifestations of poverty among the world's poor majority; and (2) the
promotion of conditiong enapling developing countries to achieve
self-sustaining economic growth with equitable distribution of benefits.™
In Section 102(a)
Congress «eclares that the principal purpose of U.S. bpilateral
aevelopment assistance 13 to help the poor majority of pcople irn
developing countries to participate i1n a process of equitable growti.
througn proauctive work and to influence decisions that shape their
lives, with the goal of 1ncreasing tneir incomes ancd their access Lo
punlic services which wiil enaple them tc satisfy their basic needs
ana leac lives of decency, aignity, anc nope. Activities shall be
empnasizea  tnat  effectavely invoive tne poor  in  development oy
eXpanolng  Lneil access Lo lne ecOonomy  throuan  Services and
nstitutions at tne jocal juevel, ncreasing their participation srn
the maring ot aeclus:ons  tnat  altiect  theilr  f1ves, 1nCcreasing
iapor-intensive proauction and the use of appropriate technology,
exXpanaing proauctive investment anc services out from major clties o

sm&il towns anc rural areas, anc otnerwise providing OppoOrtuniti€es
fOr the pOCr to 1mprove tnelrl lives tarougn thelr own erforts.

The Fhh clearly articeiates Congress's desire to focus American

gevelomient sJuopdrt o "Couniries wihlCn Dursude development strategles des:igned

2
tO Mest 64aS1C human needs anc achleve self-sustainine groWwth with eguity.”

T iegisiaticn stresses the neec (o pave & "sirategy that aims to insure wide
Dartilialion o tne poor 1n tne neneiivs of gevelooment on a sustaineg
Das1s.”™  Ii auopiS n essence, tne rationale for and philosophy behind the
8idv approach to cevelopment.

Congress nas articulated a nuwoer of principles for the
implementation of 1ts goals. Two of these principles are of particular

mmporrance for tne purpose of tnls stugy. These are the two sections that

spell ocut now AID's effor:s shall be focussed and now success shall be
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measured. section 102(b)(4) states in part that -

Development assistance . . . shall be concentratea in countries
wnicn will make the most effective use of such assistance to help
satisiy besic human needs of poor people through eguitable growth,
especially 1n those countries having the greatest need for outside
assistance. . . .

It calis for the President to assess the cammitment and progress of countries
in moving toward tne opjectives and purposes of this Act by measuring the
foliowing:

tk) Increase 1n agriculturel productivity per unit of land though
Sma.i-farm, labor-intensive agriculture;

\8) Recuction of intant mortality;

tC} Control of population growth:

(U} Promotion O greater eguaiity of income distribution, including

measures such as more progressive taxation and more equitable returns

TO Siigii farmers;

Reduction of rates of unemployment and underemployment;

Increase 1n literacy.

0 I &5
~ o~

Tne next section, Section 10z(w)(5) states that -

U.5. cevelopent assistance should focus on critical problems in
tnose functional sectors which affect tne lives of the majority of
the people 1n  the developing countries; food production and
nutrition; rural development and generation of gainful employment;
population planning and health; environment and natural resources;
educdt ion, development administration, and human resources
development; and energy development. and production.

it 1s mportant to state that meeting a country's Basic Human Needs
is not a distinct development strategy in itself. It is a major goal or focus
of development which can be, ana has been, achieved through a variety of
development strategies. It requires an intimate understanding of the
particular needs and constraints ot each country.

"A basic (human) needs approach to development attempts to provide

the opportunities for the full physical, mental, and social

development of the human personality and then derives the vays of

achieving this objective.®5
"A development strategy gquided by the goal of meeting the basic

(human) needs of the poor points to a different composition of
products ana choice of tecnniques. A strategy to make income








http:oproviea,.mr
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efforts of othe: councries to increase the flow of international
trade, to foster private initiative and competition, to encourage the
development and use of cooperatives, credit unions, and savings and
loan associations, to discourage monopolistic practices, to improve
the technical efficiency of their industry, agriculture, anc
commerce, and to strengthen free labor unions; and to encourage the
contripution cf US enterprise toward economic strength of less
developed friendly countries, through private trade and investment
abroad, private participation in programs carried out under this Act
(inclucding the use of private trade channels to the maximum extent
practicable in carrying out such programs), and exchange of ideas and
technical 1nrormation on the matters covered by this subsection.

(b) In order to encouraye and facilitate participatiusn by private
enrerprise Lo tne maxiumum extent practicable in achieving any of the
PUrposes of tinis Act. the President shall -

(1) maxke arrangements :c find, and draw the attention of private

enterprise to opportunities for i1nvestment and deveiopment in less

developed countries ana area:

O the mexamwn extent practicarle carry out programs of assistance

thrcugn private channels énd to tne extent practicable in conjunction

witn local private or governnental participation, including loans
unuer tne autnority of Section lzi to any individual, corporation, or

OLnel DOCY Ol DEerSOns:

—
(¥
-

(6) rteke appropriatz steps to discourage nationalization, expropriation,
confiscation, selzure of ownership or control of private investment
&anc  ClSCr1miNatory or ouner  actions, havine the effect thereof,
ungercaker Dy COUNLIles recelving assistance under this Act, which
divert avéirlaole resodrces essential o create new wealth,
EmMployment, ana productivity in those countries anc otherwise impair
tne wlinate I0f new private investment essencial to the stable
€Conom.C Crowirn ana aeve. opment of those countries;

(7) utiiize wnerever practicaple the  services  of  U.S. private

enterprise. . .

() wutilize wnerever practicaplie the services of U.S. private enterprise
on a crst-plus incentive fee contract basis to provide the necessary
skills to aevelop ana operate a specific project or program of
assistance 1n a less developed friendly country or area in any case
in wnilCr. direct private 1nvestment is not readily encouraged, and
brovice wnere appropriate for the transfer of equity ownership in
Such project Or program to private investors at the earliest feasiple
time.

Tne most recent statement of legislative intent regarding Basic Human

Meeas and the Private Enterprise Initiative can be found in the newly enacted

legislation creating the Private Sector Revolving Fund. 1In mid-1983, Section

10b was zdded to the FAA. Section 108 {a) states, in part, that:





http:maxiMze.th
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allowable. It is, what type of private enterprise development efforts will
pest serve the needs of the host country in ways that are consistent witch
AID's BHN Mandate’

C. Basic Human Needs, Economic Growth and Private Enterprise

Near the end ot tne Carter Administration, the Development:
Coordination Committee 1Ssuea a pPollcy paper on Resic Huwman Needs that we
I I

found to be of particular value 1In our examination of now the Private

Enterprise Initiative and the Basic Human i(beeie  tandate complement  each
other. This paper, "Evolution of the Basic Human leesds Concept,® focuses on

the so-callead “aicnotomy”™ petween BHi and crowtn development strateglies. we
fina tne paper's analysis and conclusions to e of such areat significance
tnat we have incorporatec part of ther, as 1n1s section of our - port.

"Growwn anc BEM oplectives are nos cistinct. Growth is
in fact a vital component or a BHN Qevelonn witr: the pattern of
growtti veing the critica: factor. 4 Bl IIOWTD 1S one in which tne
penet1ts of increasec incomcs and odtpit are ecoitacly distributed primarily
Dy tne growtn process itself, ratner than reldiscriputed through tax-transfer
mecnanisms.  InlsS process 1S most . wnen the pattern of growth
provices for fuller anc more of human resources,
inclucing the poor —- those wno neecs. A pattern of

«

QroWwin 10 WnlCn scarce capital is ; few "modern” sectors
tnat acccunt for resatively litc iGN mmonly resclts in skewed
1NCOmE distribution anc tends to ra iittle or nc contribution to alleviating

scarcity of essencial godas or servic

Tne 3Hiv approacn offers two general criteria for appralsing patierns

of crowih; tpnese aliow for consigera :l varle:y 1 the patcern of investiment,
sectoral pricrities, and urban/rurel empnasis in ingividual LDCs.

— First, a BHN pattern of growth shoulc in most cases include rap d and
broadly-baseo 1nCreases in the wvolure  and prodJCt1V1 Ty of
employment. It 1S concelvanie that Wmore wealthy countries -- for
examyie, those with relatively large petroleun reserves —— could rely
on redistripution to raise the incomes of their poor, at least for a
while. In most developing countries, nowsver, the scope for

redistribution 1s dquite limited, anc hnigher incomes for tne poor can result
only fram increasing tne snare of the poCr in overall growth throagh increased
and @more productive employment.

— Second, tne pattern of growth in output should provide for, but not
be limited to, adegquate supplies of goods and servives — food,
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strategies, they normmaliy cite the experience of Japan, Taiwan, South Korea
ana singapore. 1t 1s unclear whether any of these countries were aware that
their approacn to tne development of their economies was based upon a focus on
the Basic Hunan Nesas of thelr poor majority. What is far more likely is thac
thelr development strategies were a reflection of their cultures; cultures
wnich comoined & strong sense of  communal responsibility and respect for
individual inlt:ative., one must also not 1gnore the impact of American
intivence from our rols as a military power aiter World war 1I. The
occupation Of Japan and the military presence and assistance to South Korea
ang Talwai gave TRis Country an OPPOrtuNity t& exvort our strongly held belief
1n the imporrance of tne individesl. Tnere are very few other developing

CoUntries wnere tne CONDILation ol tpelr culture and odr direct and long term

0

wntluences are Similar.

succeus, tnen, will nor  cone easy 1n tne future, The wumpacet of
dliiterent cultural valaes, e ebfectn of colonlalization and 1ts af termath,
Lthe raciCally wifferent energy anu colnodity price structure since the S0's,
anc the increasine clonalization and interdependence of the world's economies
will requlre even greater Creativity and discipline for countries to approach
the economic success of Japan, Taiwan, South Korea and Singapore. This also
means  that how AID anc PHE implement the Initiative in response to these
challenges will determine their ultimate success in helping to create or
Support economies tnat are able to limprove the Basic Human Needs of their

citizens.
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III. AGENCY EFFORTS TO IMPLEMENT THE MANDATE AND THE INITIATIVE

A. The Mandate
In 1975, AID issued a report entitlead "The Congressional Mandate:

9 We found many of the statements contained in

Ailding the Poor “aority.”
the Agency's primary —esponse to the "New Directions®” legislation eight years
ayo to pe very helprul in our analysis of PRE's efforts to translate the
Initiative 1nto policies, pregrams and projects.

The report statec tnat "AID has a2 mandate from the Congress o help
tne poor majority 1u deveioplng Countries ralse their living standards beyond
subsistence levels.  AID programs are to be concentrated in the major problem
areas o1 tood and nutritior, population and hezlcth, and education and should
L marked by tne 1nvelvement of the poor in tne development process.'lO AID
getined wne poour gejority to 1nclude anyone 1n ALD'S recipient countries whose
income falis beiow $150 irn 1Y€l prices. . . (or) anyone who lacks minimum
accaptabie nutrition of nealt: status., .. . ~11 AID estimated this group
L0 be in excesy of B walliion people in 1475, Current estimates suggest that
thils class now exceeus 1 pillion people.

i discussing how AL coula have a nwaningful impact 1n helping so
many pecodie With 1TSS lhnted resodrces, +the report stated that "whenever
possible. . . Aly savport st be part of a development approach conaucive to
tne broad-basea systemic change needed to affect the lives of the poor.
cunstraints to development in the economy, society, and politics of the LDC
lust pe ldentified ana a package of coordinated policies estaplished to remove

12

Or weaken those impediments. A key element of AID's current Private

Znterprise Initiative is the identification of key constraints to the growth

of private sector led uevelopment and the creation of programs to eliminate


http:imoediments.12
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providing greater access to better technology, improved inputs, credit,
transportation and other goods ang services, the scarcity of which now

. . o Wl . . , , . .
constrains rural development.. Tnls remains AID's fecus today and many of
PRE'S anc AID's private sector projects are targeting the same areas
identified eignt years ago as being crucial to the achievement of a Basic
Huiman Neeas aevelopment strategy.

AID's portom line response co the ciallenge 1issued to it by Congress
8 decade ayo 1s best sumned up 1n their statement from its July 1975 progress
feport to Congress on :ts sdccess in “Implementation of New Directions in
- - - M - - ﬂl7 - -~ - 3 - - L.} -
Development Assistance. inotnat report, the Agency saic "Because of the
large investiznt of resources required [to meer the BHN of the poor majority
L a La'j, 1t 15 Clear that a healtny economy, one wnich is mulciplying job
OPPIriunities,  UJOVRINEnL revences,  and foreign exchange earninags, will
: . . n 10 .

ennancs  tne prospects ol o« suceessful attack on poverty. The Private
Enterprise Initiative represents & focused attempt to help LDC's create the
"nealtny econuny® so clearly desired py the advocates of BHN in 1975.

B. Tne Initiagtive

J. Adgency Policy in General

In 1ts May 1982 policy paper, "Private Enterprise Development,” the
Agency states tnat its policies on private enterprise development are "based
on the preficse tnat greater reliance on private enterprise in Third World
aevelopment 1¢ e¢ssential to the effective and efficient achievement of AID's
central objective. AID's central objective is to assist recipient countries
meet the basic human needs of their poor through sustained, broadly-based

. 19
€COononIic growth.”

Alv's private enterprise efforts are based upon a conviction that:



1)

2)
3)
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economic growth is central to the alleviation of pcrserty in the Third
World;

private enterprise is the engine that makes growth occur most gquickly;
a free and competitive market environment stimulates private
enterprise; and

allocation of resources through competitive markets are almost
invariably fairer and more equitaple, over time, than allocations made
by governments."2U

As a first step in designing policies, programs and projects to expand

the roie of private enterprise in development, the policy paper calls for an

analysis of those constralnts that are innibiting growth of the private sector

of a LIX. These may i1nclude:

(1)

'y

(&)

(€)
{(7)

()

country macro- and micro-policies which impede an expanded role for
private enterprisc 1n developnent;

DOCULLIENeChS WIi1CL hinaer the cevelooment of competitive
we_1-funcrloning MarkeLs;

tne 1mmaCt of anfrastructure limitations on the growth of the private
sector ;

tne existence of a financial market system whicn is insufficiently
developec to provide local private enterprise with the necessary
investient funcs Gl expansion;

an inadeduate entrepreneurial and managerial skill base to support the

gro~“in OI Dprivate sector activities in traditional cor new areas for

low levels of trein:ng and discipline of tne local work force;

iow levels of tecnnological innovation present; and

constraints wnich reduce tne {low of foreign private investment below
optimal levels.

As 1mportant as the identification of constraints is, it is but the

tirst step of a long evaluative process. Before the Agency can even begin the
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2. Tne Bureau ftor Private Enterprise

At the center of the Agency's private enterprise efforts is the
Bureau for Private Enterprise. The Bureau for Private fntecprise {PRE) was
establisned by the Admimistration to take the lead for the Agency in
unplementing the Pravate Enterprise Initiative. PRE 1s charged with
developing and experimentinG with new initiatives and modes of operation for
the Agency in private sector development and to support and supplement where
appropriate, the private sector development program of the AID missions and
other centrai and regionai Bureaus. PRE is also responsible for coordinating
Agency private secrtor policy and programs.

In i1ts May 1982 Pnlicy Paperz4 PRE identified three key objectives:

{1) alorg with the host country, inicrnational financial institutions and

U.5. private investors, (to) assist 1n financing productive and
developmentally desirable private enterprises in priority sectors in
LDCs;
{to) bring together LIXC 1nvestment opportunities, U.S. and host
country capital and experiencea management in order to transfer
technical, manayerial and marketing expertise from the U.S. to LDC's;
(3) (to) stimulate conditions conducive to the flow of U.S. and host

country private capital into productive investments in LDC priority
sectors.”

—
3]
-

To accomplish the apove PRE is (1) assisting in the identification,
develoomen:, promotion anc¢ financing of projects in LICs; (2) helping to
=s5tanlishk, f1ipance and 1mprove private development finance corporations; (3)
cncouraging the growin of LDC capital markets; (4) provicing counsel to host
countries on now tO create cilmates conducive to ihe growtn of privace
investment; (5, creating capital-exporting countries' interest in portfolio
investments in LDC enterprises; (6) helping estaplish manzagerial and technical

training institutions to support the private sector; (7) promoting angé

f1naNCing Dusiness relationships between U.S. and LDC groups with similar

vrivate seCtor interests.
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Seventy percent of PRE's resources are committed to investments in
projects in selected LDCs in Asia, 2frica, the Near East and Latin America.
PRE's investment program strategy targets three types of investments:
cotinancing of hignly developmental projects with commercial barks and other
financial 1nstitutions; capitalization of privately owned Intermediate
Financial Institutions (IFIs) whicn serve the private sector; and, direct
investment 1n select agribusiness, industrial, leasing or other business
ventures in LIX's wnere replication by other enterprises would assist private
sSecror aevelopment.

PRe aiso assists central and regional AID bureaus by: (1) helping
witn the identificat:on ané screeninc of inves:tment opportunities for possible
Alo funoing; (<. seIving &s & catelyst to assencle financing for invesinent
opporrunities; (3) provicing tnree types of advice and technical assisiance:
{&) U0 nOSU countries in tne area of invesumen: Policy and establisoment of
financial intermeciaries; (o) to DIOSpeCtive invesiment partners on deseloping
projects for AIu consideretion; anc (c) to ousiic ang private host country
institutions on builoing investment infrastructure and providing managerial
training. In aucition PRE has responged to soecific mission reguests for
tecnnical assistance 1in private sector gevelopment matters; supported the
Creation of & z1ormal “private sector officer l:izison committes® ©o Giscuss
policy i1ssaes and specific projects; and rarticipated in the develcopment of
ne set-gside program in wolcn BRE pfovides assisiance to selected country
missions on private enterprise strategies and projects.

m Fiscal Year 1984, PRZ has concentrated on the following areas:

{1) Investment Enviromment - including financing studies on the investment

envitonment in five cuountirfics, resulting in reconmmendations to the Concermed
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governments con changes needed to make the environments more conducive to
musiness development;

(2) Capital Market Institucions - including studies and recomnendations on
how to improve existing capital market systems to attract resources and
provide financing for private enterprises;

(3) Hanaaeanent/vVccational Training - including development of programs
addressins training needs;
4y Technolozy Transfer -  including support to Joint Agricultural
Consultative Corporation and International Executive Service Corps to explore
wzvs of transterring agribusiness technelogy and management, production and
@r<oTing xnoW-now, resnectively, o LDC companies for increased productivity
and producc lmorovements;

{5) Investment Promotion - incluoding efforts to indigencus businesses and
joinz ventures witn U.S. pusinesgses 1n priority sectors, e.3., capitalizing

3

private  IFIg and direct lending 1n agribusiness, healtn/medical services
delivery, and small/medium manufacturing enterprises.

Pus's mosc significant cnallenge will be to create and support
orojects  and  activities wnicn will have & suostantial impact of the
achievement of the Basic Human Heeds goals of the host countries while also
beinz innovative and commercially successful private sector interventions. To
nelo it waik this tightrope. PRE states that underlyinc all of its activities
is the following principle: "we must meet development criteria directed
toward achieving a better qualitv of life for the poor majority.'z6 In its
Investment Opportunity Proposal Criteria and Requirements brochure, PRE states
that "As well as meeting feasibility and prospective venture profitability

reguirements, projects must have a cubstantial developwment impact, for example

by: 3Jenerating net employment; earning foreign exchange; developing
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managerial, technical or other skills; or transferring technologies. The
proposal should document, in as much detail as possible, the likely
development impact of the projects." Finally, PRE's Policy Paper states that
project prospectus snould include a statement of "Prcjected development impact
(numbers and type of 3jobs generated, wage income produced, technical skills
add=d, multiplier effects in the economy, etc.)"27
While these statements represent an important part of the process of
insuring that all of PRE's activities maintain the balance between the
Initiative and the iMandate, they alone are not enough. In recognition of this

fact, PRE is currently engaged in a major internal effort to boti review and

strengthen those mecnhanisms that it uses to insure tnat all of its activities

heln advance the eiforis to improve the desic Human Needs of tne poor
majorities in ali countries where PRE is active. Tne resualts of this effort

will oe of majrr value noc only to PRE, pus to tne Aagency and all developnent.
bodies around the worid zha“ are comitted o groWvth with equity—thar are

committec to 33sic tuman lieeas.

D]
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IV. CONCLUSION

Tne Private Sector Initiative and the Basic Human Needs Mandate
represent complementary approacnes to the achievenen: of economic Gevelopment
LnAal stress growtn witn eguity. Both of these ideas are firmly rooted in
clear statements of Congressional authority, as reflected by the Foreign
Assistance AcCt of 1961 (as revised). Both give the Agency and the Bureau for
Private interprise a tremendous amount of flexibility in developing policies,
PreJects enc programs tnat pest reflect the needs and problems of each country
ang region.

nith tinis flexibility, however, comes the challenge of balancing and
understanaing a numder of diverse issues. Both the Agency and PRE have
recognizec tine wWork required to increase their ability to effectively maximize
tne potentlal represented py the Mandate and the Initiative. Much has been
aone, Dput  tne Challenge of developing successful private enterprise
aevelopment programs and projects that help meet the Basic Human Needs of poor
people 1s substantial. The creation of the FPrivate Sector Revolving Fund
marks & major step in tne evolution of the Agency's efforts to identify and
support  seli sustainineg cevelopment projects which actively involve the
privace sector pctn here and abroac.

Winlle this report reaffirms that the Agency is on the right track, it
will be some time before we will know how successful the Initiative has been

in hastening the improvement of the Basic Human Needs of LDCs.
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