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FOREWORD
 

Many deve'loping nat ions are Lit'ding 
C OtlOIIIicl,'. \ithii rOth, there is Il) 
hopC to lLISt: n nipllPRVi'tlentls ill th lives of 

their I;p . )eLvC ljpinlg rios 0t1and dtor 
orgaiitlliatiis InLtl- fttus ol thlis; fundamenital 
problem 

lhis is ,thC ,traI lu.slit,; thlt ALaM \\'o dLs, 
tile Adilliiisti'ator Of t' AencV o Interna1i­
tional i)evelo nilt, * \p it ill hi> il­
trdLticitorV s0tIte iit ii the1 ;\gCC V'ls F:isCll 
Yeai 1980 ( mlngresi)1i reetIM.'eetahn 

tile riit'l t)! ilaito thit are \illiilg the 
bo)ttle r cctinllit gr' wth Ito s'cc'sw Ot 
tiele( (.1-utr-iet'ei sri thadt mar11ket­
k)liL'IltL'Li 1'' 0 IHlit , ,Ii ,Il111 l I t llkt ', to} t',ide' 

aret, the ,cv'\to p1ltpe'ritv. 

his ( esn'tVSe 
stte1meIt is rep.kriniIt L re i1 tIll. 
[II tC,\t o)f )igksIonal atiotn 



Facing the Future
 

:(Itt' Alnerid lladt' all ii\'eStmeltNVtars agtO, 

illtlht*tllr' that broke ,llthe conve,ntion1al 
rules 4f the day. In lthe wAk Of' the Second 

r, kL! and pr widedWorld Wr', We ra eL'd 

t'COt iitllit,j',ti it ' , tilt,war-torn l a itms of 

IV 11)0ii1, Slt.,)' been 
olr Id vt'i IIl:f At () It alit,l 
ii r( ald 1.0 t I who had 

", AY,'II . 

lhiiiigr h io3rnl1L ct'in ii't if,L'sOmtil((ic', t'Al of 

, lI I l 'lI .ii1 I'k inIt IAIr, anlyd th rough
 

t(rI )11 tIlit
lhI,i I)II al1 ,111i/ titil W e and 

.llic c-IiP. t Lt' t (,)msiJ,)Lt Ctl \'ic­

ti n t11at IA trII tirilv dL it, ttIttit.C 
oL < 

-I. C L 

pro,, t'ritv ilcp :'it()ii tht- illrttiltS Of il nil 

11,l ill ll,1 pit0Ll, proIhl l pInd Ctit'. 

'A' l(. lit'v d thi li,anId , Flicw I 1iow, that 
lit I~itioIs isthe t hi liel d\'thpilki l nathir 

'I-, IMuL ill (ltitl n al ilitres-t a it i inl the 

na i , i Ll it (,tt I i'ltions h ) h ich we 

i.-,vi. , t k l t .- llO illit , Iai 

di.Ot tiir 


ent- inin ,\ttrn llltpe and Japan More
 
tI an t tte, the ,,aid i't 4 t hat view.
 

rle rAtlli \t 1%tC rI'CJ/i l invest­

de in, a 
Today thtese natioln ari- ivimically sound. 

They are itr 1r1inge's alsoa! i g 'They are 
'
leading Collsllll(' , Of L. \pOrts. Equally 

dramatic is th, prtgross iii de by some of the 
nations that %It-i eirlv rtL ipie:nts of U.S. 
ec0int1n c -it a, Brazil.aI an CC: [( Il\ laiwan, 

Yet, for ios'1pe(Ipe in de,%Uipirig countries, 
ife is II(it mLic:h dit!' reiit tIan it was 20 or 30 

years ago. In many 4f the least developed 

nations, pivertv remains a ncarly universal 
Condition. In itnme countries,middle-it-come 
life has been improving in relative terms. The 
progresS made in the majority of these coun­
tries is not what people in the developing 
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COLntries had tlotught it might be--(r what 
We had hoped it would be. The gap betWeCi,
virtually all less deveh yed iou ntries is Widen­
ing, not clsiinig. 

We b Weliet, it is tille to take shck o)1lIt 

where+we and the deV(loping nations are
 
headed:
 

* It is time 1to look at WhV some countries
hav\e succeeded; 

" It is time to Ilok at why other countries
 
have not ,iid to e\allntIe, with them, the
 
Illd,1nentnal can t heir C ntinued
 

pvtiveltv; and
 

" It is time to ak slveS IIoe tconmlic 
a-distjic~d an better c ,tribute to thle 

roce t toterilg O plritv. 

As the lhtill k% nmstith the Llrg,t and 
dynamic c uoiMhlilV in the winrht, the United 
Sit haIS log exercised a leadership role in 
iiternational econom1unic de-vC0pnltomnt. Our con­
tributitm ha ,lways e>)tendUd far bevnd the 
dollars we plovidC. It is our11- ideas that have 
in'pired and motivated bo)th donotn nations 
and develpig cllonintries. We have always
been willing to ask the hard ltit olts that 
mustl be asked, and aM.-wrtd. k there is to 
be pror;eruss, that is what mustwe dto again. 

In this introduction to the Congressional 
PresCntation, the Agency f()r Ilternational 
)evelopment is taking a first step in a process

of reassessment. It is a pircLs,-2ss 'Ve mLst corn­
pete together. There is much we will need to 
consider with Congress and the American 
people as we reassess developing country
prospects and examine the ways in which 
U.S. economic asistance--- ideas, talent and 
money'-can best be brought to bear in the 
fu tu re. 
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Learning from Success
 

In a world where the need for economic 
it is important toassistance remains strong, 

recognize that success is possible. No eamphC 

is ever a pertect model, vet there are threads 

that tit together the ecolnomic recovery and 
as 	diversedCvelopmlent e\r Ciencel-s ot lLc'es 

a1s post-w,ar 1lope, post-war lapai, Korea, 
Iaiwan, I long Kong and Singapore. Ile 

most learl\ ties these exaimiplesthre,,d th'at 
together and underlies their economic 

, rt wt 11 is t1h r"telnt to whih he reCihd on 

market ton k, ,md open radin Sstemls to 

ensure the eti ient irdudion, distribution, 
nod 	 pricing ot good's and service . 

creases in the production of good, and ,er­

vices and the gain in r0,el incmle ass siated 

with tlk,,e ilcItses, is not aM end in itself. It 
is, hwveV1, the tuitlanien1tal mean, _ 

hxlli,11 inlld iduals iIipive thet onditioln of
 
their live>.
 

his been 
where participaItion i HIat growth has been
 
bri mdlv based, tamily' i ncml~re', tod alvailabil
 

Wherle coijomigro', IM!t rapid and 

it', lifte e'xpeictancy' and Other n1IaSlIts Of 
de_,velopuient have registered iii upressive 

gains: 

• 	 Before W.urld \ar 11, Jpan's death rate
 

mng cildrCl V.as Is high as India's is
 

toa, BLut with Cco1 11ic growth came a 

deCine in the -irth rate, better prenatal 

(are, and better care tor n ewborns. "toda,, 

lokvo',' intiant mortality rate is 7-),( lower 

than Washington, P.C.'; and 

* 	While slow-growing coultries struggle to
 

enlsu1re that their children are enrolled in
 

primary schools, Korea now enroflis over
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o)1,,of its children in high school and 
sends 2To ol its high schrol graduates on 
to college. 

The changes that yield the.e results ar-e 
svSteilnic cihinges that alfect whole ecom ies, 
Whole soieties, not sily one Or tox o 11,r­
row1%Veci0101lic swctors or life in one part of 1 
colnltr\. As tle e\petrlien1c's Otcountries that 
are+ Making siiiiant pro1rs. deonstrate, 
gri~mth and improvemtnts in the human con­
dition evOle togeCther and ar' mtuLallV 
rei it rcile: 

',
ctii\ rising; 


pIrl'idC inldi\idu-l rs ot(ve1 ­
* 	 (;reate; ji tro ,l nlitn 

- \vll i r 
nM-its \\ itll til ret'sotrcs the need to)ill­
vet in moretoiiWtrehenive halth servitc, 
[th t't tilltioll ind nm t dttilatt h11tls­
ing; antd 

" 	As the heatlth ,Ita poIpullatiOn ald it,lt-vel 
(t edtittio>! ieinpluca, still higher Ilvels of 
productivity anlt ti tlier,0 goiwth are 
pos -ibh 

Basic ccintilllit khiices-- as bet\ttee relying 
onilmare,,tt ft' toi stt pric's Or hAving 
giiC1'verlnlents sit thOm- have a direct hearling 
M wh<ttlitr C')ii These funda­a mtly will grow 
!untal t loic t o a t>wardkoI nlg wxav 
deterniniig Whl canil in all' participate 
ecttllill ,ntd benelit tram its ,rt h. 

Whe'', ixi nmnents kt-xroise tight ecoinomic 
,colntrls!k ald o%1 111,V lota nation' pr-oduc­

tive at"s the IP irtinit ies and incelltives 
for individual lrer, antd etlre'preneurs are 
limited. Ihie economic rew,ird ,, in such 
siiciCtie2 are lltist oftten retainet,l a,small 
traiction of the people. 

In contrast, market ec moimies naturally en­
courage broid participation in growth. Their 
vitality comes from the steady stream of new 
entralnts into the ectio-n--iew businesses 
and new agricultlural ventures, and the jobs 
they create directly and through their 
demands for inputs, product handling, and 
other services. 
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III countries that are e\periencing rapid and 
broad-based economic growth, life is getting 
better--for the poor, as well as for those who 
are somewhat better otff. When that happelns, 
we in America bernefit as Well. As conntries 

move up the e0ono0lit" ladder, their imports 
tend to rise. They want products tro 
abload coIter goods and prodtoct that 

("aln L'e used .V their industries. Nlan\ it 

those products tome trom Am11ILiTCa. 

liken toether, the davloin rdi newlV 
industriali/t'd cLntritis porthae moret, thantl 
35). ot all U..S. e\p1 ort-,. Inl thc first ten 
llllths4 of lti7, C,\pi)rts, to thtsc ilitioi, %\tie 

\Acth , k) to lthe tnlkited It,Il'shv illittn 
IK~ti\' tbiilioi ttlrs iii iit\,, i'ptirts ge'traltes 

2h('(P k0\n it,Il jd> 

tance more thin v- it-wt:x11 tol 

* 	 it tilt A1) laU.s"t h \'ers of 1'.%. trll)
 
e'*tio -,t hiVe rtttived iTS4,t tot i lid
 

,

" Ko-..tlt,l tmt, Ihm\ , ,!" m ucht'} Ir'oml .1..
 

,11I Ll"i ll (I I"' ,1i 1, 1tit W0's1Vtd in it,; 2 

vvar, i1 a 1 -t')() w ipitit; ,1nd 
, 

• 	 ('Il I"  lt 0t I l l ,Id ltlt,Ik lt't .k ,')(1()dt h() 

In ' ,1,8,r earnit AMnirita's 
ttp e,port lin, neckhiiie'Iz tld trallnsport 

coanI nt(­

'. ,t otit, ittienlarlv the 
tast-grtiv. , oni, It i t ,ti tlrkt' ill which 
tilr futurc dep'nd'. It i, inl th"' flItast-growing 
il 1 t t-,, l ot ill he Ithe 1, 1 1vtl' 11llikets, (f 

The divt'tiftilI, 

IurtOn' ,land lapan. thait "'.4. will see the de­
mand fotr U.. prttdu~ta, i' at spctactlar
 
ra tes,. 

Economic returs, in tinr doevelopnrit, assis­
tance investment- are noit the mniv important 
benefits we reap when other ,tiun1tries suc­
ceed. The mo:e ecotInmicall' successful 
countries are, the more stable they tend to 



become. What is more, there is , tendency for 
Such COllntlies to bectO1, 111eoV delluwratic'. 
Where broad pail'ipation in the economY is 
possibe, pet lC dcquir ,a ,take in what hap­
pens and make Iheir voices heard. ('oti ,'ries 
once run bRVVirtUal diclllr" ha11e moed 
lovard democaTda'nd J real 'r pCt f r 
huian rights al ihcir t-con mlic circullstances
imrove'd. 

A Sobering Look at the
Developing Countries 

lI t ti~tll to he sticce'sets achieved by na­
tilils that have lehd heavily tfl marke1Lt 
t'c()'lilolics , otlll cmt' itcintit It) have 
difficultis. The economies ot in1u\1 Vde-vlop­
ing colilntries ae s ilaglii,. in som cCOlll­ties' the ttint liii base i! alctunallv
 
iCteLcritraitini,
and individual incolnies ,1re

dCclilill, as a ICnlit Of negativelolwth rates 
()ver the fast 2 to It Ve'<. ShchWitualioins
 

r'e inherently 
 table. [hey are a bireding 
)r tii ud ir p tlitical tiires 

Targeted dlevehylln sistance has> helped
in ()t,01 thesl( situltions; it has not been 
wasted. ]C)ihi-Ollic ,Sit,111c has prevented a 
wvorseninlg ot conmditions (Mten scrving as thle 
()Jlly stabili/ing t -rcein sici econonics. Even
in somIeLof tile wost1 situltionS, dCvelopment
prograril have helfed to) inprwe, life expec­
tancy. Overall, great Strides have been made 
in protecting children aiinst ma1ditr diseases 
and ensuring that the,V rtceive at Ileast a 
minimal educati n. 

These gains are significant, but they are not 
ade,juate. What is worse, in economies that 
are stc',gating, they cannot be sustained. No 
one, for example, has been able to halt the 
decli, e in food availability that is a hallmark 
of economies that are growing too slowly or 
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not growing at all. One thing is certain: 
Without sufficient growth, the quality of lite 
in developinw Countries is not really going to 

imiprove. 

Neither dlicct.d gns-,- nor straight-lline 
projictill', (d past trend-; a01,llv tll uS W,1hat 
Will 11.i p1).1n in the t i rc. Necverthelcs, pro­

iect io)ns c'aI uggest qilt( vivid IV what , ul 

occtIr it.'\istilig treIls p'ist. 

It the Ileat ,lVt'0l1 OId IoIItrit- kiIqqtiuie to 

rate'- at I LI,hii.gre.C%\' II.ttinggrii\\' it tilt' 

,.atitat I aI ,' g,., litle ,,Itill hIli - c.* ,A\t this 

I C %,rt g4' CllilOI - / tl't) I'ate it t thI, a%'. , - ilc't 

Ct ithe1 lea( t dVtli ,'d itllIIII',t0 1ilI r-ise by 
te Will' '710Ft. '11onlhI tf per 1-a il I\' 

gap tet'w'nl thest 'cctll/iillit, ,in1d i 

CtttIlnli2 , (o thIC dehIvlt'1 ed ihillhit i, t)llIldl 

V,'idl i <oi, il~iha nthv, Fietnrti 1t.
 

In the mille ilc)ine c init.vis, individual 

ilcOHI! \ ittld iLI )0t drimlatically it thesee 
,

ct)it lt'i - tthntill li-' to grtWV ,It thlt colliptIiiild 

a1ni111,:1itt t S.o in ( ;I )I p' clitl terls. 

Bit, e\.eli ,t tii gr\vl rat', these naltiolls 

\W( itil InutIr I t ,.A Il gap thai ,eparates 

them rlm the o\ ehlpd cttlntlrU . which 
h' e bteeIn t..ni,. ilgk_ at tIlt, c)nlpINuid annual 
rat oIf 2.'. pCr capita. la'lll'l lile n \er 

at diftretiI 

at similar rates,. File 
eL''t--n-o10r do countriies thalt start 

ectllonmic basets anld grtow 

gap between sit I1it t trie- golws rapidly in 
ab;olte teri, sinlce 2.WO of $ilO,t)0tlO is a 
god deal more than 2.8%)t)f $I,0)) (Figure 
2). 

; t i i - t I, II IT I I I ,I ',I - "; ,1 r IAV. fr,tm
I (, ',I ; ',',. ,;: I : ;,,,: .",,- I I il', A ;g -n ,, tl),y hinternij­

l 'i 
Ili , I III Il'.'-ki- , II1 t,l 1 h m iIr : hIt I r,t-Ild " into) tilt- fill tl.-v 

llh ,I pLI ,c , 1t , I I , I sl 

Il - I llIr, , , I-- I t%I t tl kt'd I It i Iri)' N'her', I, :3; ( i ith c 7 t'L1til­,I it 

lltkIlti4rt) L. ( 11111alld Ill(tunr t- diI Ill tilt' Ilt l)'', hI . l'.i .( tilr, u'k .d J nr' noti i111l Id l i A I I) I [s t'I e l lev(lcl 

fM et Iteri M iddh'le I )ll 11' ( OAIti l ,i ', rlter', to i ) o(tirltrie,, Ihl,­

t,'r lint,, ' i Ill d I I atll% art.ttIfil! I.I ,I 11111.1iln, ,m ,' ,.ro 
tl I 1 01 1Tlil t ",L-th' II, /) ltet'r', itithi its> ill­[{.ilill'> (!tcf 

e Lt lotlll% ),r, l Ilie htrill ,Nw.','% ndu,tlriahi/vddtl-;rhill~il, 

1 i0Tg KIOlg al~d "11ingap)re'..OUntriv.- retc.r to: Ko)rc'. , r/11, 
s(lui ,, calh toill I itwAn drte nol 

I"il'1 i i% isd n'ot in :idu Idill tcr 

hongr rplri'd in the puibhttiio. l U' igvncw. . 
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Figure I. The Gap Between the Least Developed 
Countries and the Industrial Market Lcononies Is 
Vide ning. 
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Figure 2. Moderate Growth in Middle Income 
Countries Yields Rising Per Capita Incomes but 
Doe, Not CUose the Gap. 
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(')nly when countries make tie econoiic 
choices thaI retsllt in growth rates Iht ire 
higher than those of the developed lCOitries 

do hey begin tI catch Up, as h,1ve a clslter 
o: newly iniduiriali/ed nation, with a Con­
ptillt aunMl g,rowth ite ol .% pet cipita
(Fi "urk, 3). 

U (ilj5S19olin,)
60000.. ...PROJECTED GrP PER CAPITA / 

Indu 'tri / 

$40100! 
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i' / 

$30 000 / 

I /" Newly 

120,000 Indn~lcaimed 

V/ IOIFOli 

l .. I/" '.
 

1l5 1995 20 2015 2025 2035 201452050 

Figure 3. Fast Growth in the Newly Industrialized 
Countries ,May Result in Per Capita Income Levels 
Similar to I hose in Indiistrial %laiket lcononles. 

lr,)jetlhtis te in iiiptre. t device for looking 
iltl the WttuIl. lhe fl,'lv inditriaiied 
Cotntrie2S, fF1"l'Xnipte, olIlt to 

alithtain tlhir tt grlh raites indefi­
nitely. , their ec FMin m iature, their 
growth path,, will likel'v mirrtor hHOse f other 
developed tI Fmte-. 

Further, prijecti(n f* the prospects for 
groups Of c mask what in­0ountries tend t 

dividual countries are doing. Of particular 
importance in that regard are those nationS 
that-often with the help of the United 
States-have begun to reform their econon.c 

policies, rely on market forces and trade, and 
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grow at better-tha n-average rates. 'lhose that 
continue to pursue this path have a good 
chaiice of becomng the seodwieot 
ntcwki ind lstriali/ed coun11tries. 

That is klw\ we ae'giiVniii, h ,,plore
ko)p)t ion t1 t ra I)ti , ItIr Ir(, Iti (III with1k k)r ) r IIIi I 1ip 

the 1ivatncd deveH(pit'k o untries i t a pro­
dLictive and mie) matlu rk pmrt nlers ip. 
1Ihrn )Iigh part1ershipi',lt,lIanmI with the Id-
vaIlICt(t lk'k.'01ht01 itl nl i- t t111 t'*il lilIUL' 

It) nlluii<1 thel ill\'"l' lilt"< t\ 1,0hVtC Madet 

aadi the iistitutimis '\ e' IwIr'ld tk build Ilhe 
linkages; that WI, hilt Id ou jli i toh1I- iii 
With thL'eS( 0)1lti(ie< iillollidt,: 

" 11i,tr _ and orl i lhiki, rll ' l dt 1i-cLit ions ; 

lik 1 1 1k' 11~~< " ;(ic'nl 'Indti l " < lil;', 

prograis* l"dticatiolnall 1.l1 \'.w ('\kthm\n'' l 
Tk tkk-tlhtI'r 


h,01p theit l h,) l d tri 1in 

that bring; tmilr PotiIt.h and 

k ln illa a0ChII 
kt rI!;and 

* Sltenglltened< re'lationis, btweent'' our 

btslsiless, "ci>ntitic Ind prtc-lsiolnal 
C& i Ii Iit es thlmilh i itt ents ind 
throu'gh pers I m! tit-. 

trout rwlli ip doiniilated by 
cM)MinC111asst',otriick prograni to nc that is 
lovin,,>g trtill n an 

' morwle ll'iatuite is lot ea<s\ , blt it is important. 
W, , and the advaI ced dteCel ping countries, 
have much to j,,ain b srengthening further 
the ti'-s that bind ls. 

Fostering Development 

WVe are convinced that the most important 
assistance we can provide to people in 
developing countries is assistance that helps 
them to stimulate economic growth-raising 
their national income, and their individual 
family incomes. Wherever family incomes are 

10
 



rising, stalndards Oiliving, are also rising. 
Glrowving incomes give ipe(Iple, -achauce Lt0 in­
vest in h liiselve,; i1d in !h' iItitIultions tlhat 
servt tileill-chailiCe :,) illleir luture,-a inVest 
6:1d int llittire t(lltheir cLiildrein. 

nIIrTve Iulent'; ' all (t ra0inthI it' ltt i 
ldttlrl ,ld ne r iiplel0niiient to 
etCOllO llitg' tir . ( h"iid htealth, a sollld 
Cotilcatiul 111d 1a,1nce'd dhet are, basicI1ud 
building bl(ilk, develomt.l Plutinll,these 
building bh cks i i t'L il't111,111tai ' things: 
food, 'Indttl ,i , 10eto miernttaliur, 
1led i 'ifes,U LIhi1 II , , I I I1-dObI,d d tII I I Ihd 

k s Iti,hlctiilllt l nlisIentire t IIt ic k 
itll. ll lis ht' 1 et intries itl ititv 

, II . Ii iViii I ,t iiit'iI)t tI gI t I'i , iIt 

thle' shotlu! be'.t'ehi assist ithm in delo'thp­
ing thetir p.itiate .isnell as their ptublic" secfttmr 
ci citv Itiadllt, C itoher baIic hi In 

ltti.lrttI n' r 

(ouuiiriesteV t( lnt' tntincnt, differt h 
Mlr(atit <i i ti I i in terllL itheir"llk tt 

cp it\ ti h'd tIV it , seHrvice'e, tirIiire tii( and 

,lbsirib nWv riiduicts ar1d itel justchniites as 
thei uCnllU icCOtlit.ie(s ai1d their g1ttwtlm rates 

,
gim ita1
dift . II'il ', ssi-Ntaice must be-tailored
 
ilitfriu ,cirti fitth (s tili ces. 

In i(ih toI LIVd aprI ,du rls with thet rl(i it 
a;ssistanc prCCtiit111 ,II We nCdf aIh ioIntII', 
to be flexible. We ii.c, to be able Itte\imine 
a sitLu,ltion inl decide 1i1w best to address 
it---tbroumli policy di scissiCins, through proj­
ects, and thl'tl.h ,,tCc mLdCs.ther ai,,,i 

The kind (Itllexibilitv tHim is going ti he 
needed h properlyv iddress the problems 
developing olnLtie,s ,ire facing is already 
embodied intu rnew Deveoitpment und for 
Africa. The Fund is, ina very important 
sense, a laboratorv for testing idc,as abotit 
how the U.-. Cc inomic assistance program 
might be most effective inthe years to come. 
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In that Lbmratirv, and t}rouht'ut the 
develping, t%)rldt, IItaust k.-p a teadV C'.e 

'in Wc i t I I I'.Ith - tIet' I I -I-ti­

tral lltIS <t t' those 
InonII I L ' aLe 

" 

L"sIU \\ ItLr ttr t t f and1i 
af the d ,C, IlItion, a(I ',t cte d n . If', l ii- 't' 

th v rc n' it mid grit\.tIt ing ,ti-miiger, 

.lll> i
, elleltg \VIa0 )k. 

Getting Back to Basics 

In hi.' adkLdr - tow lit, leide:r )t 21 ,oeveloping 

countries Litthe' 108 1 ('ianc I , 'ummit, Presi­
dtetnt Rkt'Acl11 atttntion the imotor anced1 (V Lio 
of 1)li c n ni gIv th antI t tI fract that, 
}listoricall\', iCt lli', gI tllanld hum11a1,

hav.d Iluilt' tlh'ir g,,rat,.t strides iprl g<uet's 


' 
tOutuiei :lht tnimuria ' Lii itcreedltnl.a 


qitII't!I('I, [nitutLI , nI iI 11
- the u-tt ani IrL 

fl .I I %C t t)I
t ICh 'Le~~I A tti 1ti'1 ! ' - IIL
 

C I iitt ( I~ elw<'.,nuic\ uuuue1,gri+vth,1
mu i'Ctlet itCIl with Io\It'w I Il '\ 

i 'dwith thl i 111 iuit uit, th .t At i i 1 the
 
'N ,hig'' r I-( iIi tt ,.
 

t} < nt tlIw .\,', h i a-.V\ I t i IIi I< t , t IIIl .II 

Iiinal I )evw lI l't >i gIl, i I,It cOn-t0tom ic 
Pi l Vi\ ; .11pdi ItniM , )r I-,artii uIll- attention. 
Other don m! r;uuoliuus IluI t'ini iln 

this directionl.I is, ( li k ii, appro­itonlY 

priat, it i-;n Vcs.given the tutiure manv 
devCIjqing tiLntiC> will Ltt, i tht'Ctail to 
act to iltplrvI their pro)slpect> tur tcomumic 
priw-perltv. 

The work of the :\go no fmr Int'rnlaItional
 
DCv lopuie1"I }1,a ,1.1eadVled to the ldentifica­
tiom )f lmany mat liillimc and sectolral 

policy chuices thai: are holding back growth in 
the deveh iping counltries: 

ManyV tf the cctnomic priiblems developing 
CoUIntrie; Lace can be traced to the propen­
sity ot governments to control economies, 
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rather than 4ivec kittuhrces and in­
diVidual Cinterprki,,. chano., to generate
growth; 

4
1lrice Ip,,tp ll es, ro)r ectitmist ti' , 
regines arid i iifit Ul thait limit bi 	)tal 
participation in the eU,'noniv and shii.,id
governmllent- lled elltetpri-es trOmn private 
sector i mnietition .ifl wrork aiairist thdli 
lations that apply the, --xhile of iingrhl,
them the illIt utiolb'ii'+ i c,ntrol] .,f theirOf 
tkt'illqiijiC Cettillih( ; Illid 

* 	1steadi Ot tI Cili l te (iuItrl)iInUWiJal 
enlergies Of their pl , man,,, dvhing

atllions ar rivin. thir eililmprleners 
tlr1itirgrtlInii, as attest c to by a iecent 
sttilv () itheiit" ral cctoi' iilPerLu and 
aIlCdit(aI iI1itiniatji hoiis iiw1ny other 
con ntries. 

It 	is -iot e,1"5V t. \vt'i fullk tk:ih lige their 
econiomiCpiie,. X,'t'know this ttrom ,ur
 
otxn e\pi!Veic'I. 'Ot, that is e\actly xvl.li
 
r (any C,-Lnt iL; nee'd toi dt, ifdte1!opin1 

the' \\ anlt to ),MOV, \ aid, it they W~ant to
 

Nlinxv d\,Ahm-,ing crlmntrit. i. e\ve,rJcing
 
CC i(tJtt1'i,
tiiij ;vits , C' l ( i these sitLna­
timii, s ui.' ,
iii Ique arra i(4t tih ,that in­
hibit bralI-batcd i.Cmm ic t,,utlh differs 
friln it itMnrV it Mluntr. L)lnd 'eCCOlliunda­
tions for ch age can smiulv ii nrge ftnmm an 
exainationt)f COUIti V cirCLIMstaICOS. Tlhe 
cOnsecuncC-) (tt mkkin r nmenu ationsi'ecm 
without urVd,-taning what i impeding 
growth in a j.,artik War cutintrv cotuld well be 
counterpmmductiva. [Or instance: 

" In countrit-, in which there is an active 
private sector, the transfer (f industries that 
are ,wned and iperated by government to 
private hands makes 2conoimic sense, ard it 
gives a larger number mf people a real stake 
in the econor-oy and in growth; and 

" Yet, in other countries, where busineswes 
are heavily regulated and where govern­
ment policies discourage private sector 
development, focusing on priv-atization 
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could prove futile. Under such conditions, 
newh privatized industries would be likclV 
io fail. Unlike 1vernnent-1windlus­ned 
trw,, thev must carn all it the loneV thetV 
lILAd to Ieep I;.I 


Ihli1t n Crhenf Intrationdl I )evtlohipent is 
,,nrF.ritied to helping coLuntrie; mIAkC needed 
chanes. Th riIi ihOit the de\Cloping, world 
tin! Ji-;-isIO s g V '11t% Lit5 in aII'e' Crg g_',Lln 

"ipollvd itgUe." lhv ar vrking with 
these gove1rr1cIn nt, it), 011dehIntity, a (1,1tio1nl 
anod swttral bai, %here needed,, Iinges at 
what ne\. policis miht b put i place, and 

,'V to deal with their imnpal. 

In flhiwirk, asil thie dvCel ptntY pro'cts 
tile Agcy ,r Int' rnaitnl I[),.>elpn1ent 
suppcrts, thmer iI b .1;cce,'S-, as 1'sH \t'll 
failurre;. lxerll thiirg,] we(' applrlicl the 

policy dialogue' kil)\'irlg tHat lrk,,t­
orinid llomic- hlha tilte b't trackL 
recL-0rd, we know t!-,ait 1mithc we nor the 
die)eriping countri,(0 .Uillt ' lt) the Iuture1 ". 
Indln CtandlL.111i tIe (c1ndrv efCects a1n 
appat[),1uly ,taigIthitt rwurI policy change m/ay 
Lt',. likC it Mr not, lik .rId tLIkertainltv ame 

1Cleirilt nerpc'oeiopiilh rcr1t t tl , ist , 
they ire il ,Lioni!l , I. 

Wec I, nlII ,lieee, hi',c,,i:t at the people 

uhild inC rdi natel 
ac.tl-in- thai will ultimately inl/iriv their 
ec tri un!' istances. V\'Ce tl at 

Oi nV ,nti )I , sir Pier frter 

bLIieve itis 
imp,,:tarut t0 ases the efects tHIat particul Ir 
ec11mnu plicy ch,k)ic 1rges, ma7,y have, and try 
to n,derate the ir impa)ct on particularly 
vulnCr..,ble grmup,. Wh1 ile It It of thel di­
ficulI.t silu h gro U ',taIc predate pol icyV 
refior f'torsuch etfOtIrs Can Cxa1cerba'tets 
their p Ig Ilhat is wh Ih.luch of the 

rr r,."asis t nc, x.e provide in si) port of 
policy rtilrls1- i,designed to CLhitn the 
,,:I(rt ftmillUtftct. of sUch chrrgec;. 

lhert: areu no textbook answers that tell us 
exactl how to stimulate economic growth in 
a developing ciuntr-even ii we know that a 
nin.rket ntation is to be preterred. There is 
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much uncharted territory, and questions 
about how to proceed loom large. While we 
are a iong way from pat sOLutions, we and a 
grewing numbor of developing counlries are 
at leat beginning to take seriously the prob­
lerns of mismanaged ctLo)ml0iS dld slow 
growth. 

The Importance of Investing in 
People 

The emphalis VWephlae oln 5tiltnlatirig 
economlic growth in no wav diminishes the 
importance of actit n,. we take to help people 
ill devceopilg cnlinltries improve the circLm­
staLIcC, Of their lives in a diirect way. 
improvements in health care, water and 
s.anitation servires, voIn tar' family planning 
-.ervilc;, educatiol1 ,\'stcn-is, alld Other -,ocial 

st lvice,s need to go hand in hand with 
growth. Il)eveh ping countilrv capacity to pro­
vide these serv'icsC.S ne'd, to be nlrturcd, in 
the private ,cctor as well as in gOvernmlunt. 

lhe deVchtpmelnt protlcs and programlS that 
the Agency for International DeveQopment 
supports make an important difference in the 
way of life in developing countries. 'That dif­
fcrence is p,:rticulary dramatic in countries 
that are taking :teps in the economic arena 
that will enable them o sustain these im­
provements over the long term. 

Significant improvements have already been 
made in most developing countries: 

" 	Smallpox has been eliminated from the 
world; 

* 	 In the aggregate, child mortality rates have 
been cut in half; 

* 	Life expectancy in the developing countries 
has increased by 10% to 20%; and 
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In most dLe\ 'ipiA .pIIk ntri .,,tile nIajority 
of children flttw et r primary school. 

Thrlfou~gh othrr proickt-':
 

* 	Flarielr'l a ,CC'sS illprtOvedhaVw .tIint'd tt in­
pUtt ,l hear'I& nld techiqutites ttr in­
ct.,i ni their v0CiQt,,. 

* 	Sniil 1ii>i e'.t, havC ltilLd the Capital 
tihey ilt'd Hd la rtl'd nt'\', aIIJdgCenielnt 

skilH,
 

[llnuring that such al!ls are permanent, 
rathe, than transitorY, is of tihe greatest inl­
ptlltce. I rogra lnls Ind prejects that develop 
institutitns and proviCe goods and services in 

tIh deveilOpilnt; t(tllltrit,ri ilISt incorporate the 
nlechanisiln thaIt \ill !.,ls~iit their ctntinua­
ti ov r till' 

I ilat k' v 1,1I1v til' Y om tulprogralls have 
jil IiutiknIa! LtL,\' rlipnlt and trailing comn­
p mI'i \V that ifweWC. Ii Ceettr t'xauph'. 
V,'ant lt lt t' ,1YVirVl of chiltiren whit 

I h 
simpih' to pimtidc (,ral rcivhdratii salt.- to 
d0VeCIpimlt; Cotlt:'i". Ili c.lpacity to prl'duLc 
tilli rt'lnii'itv, health a1nd deliver 

tiAlft'r ltl'll dcLh\drV lifitl is 11,1 Ct m';0tt 

tl',Iil W\ lkt(1s, 
tht slts t 10tiit' ill O tillu tit ' tr sterred 
a, \t-Il. Use of oral rehvdiration lust be in­
,cOrporate,! intl the practices Of privaite -ealth 
care prolviders 3a)d OrealniitiOitS, national 
health ;\':t'mo ls and, linallt. families. 

OLI r C IcC111 fIt ir per11A et' llp't '.I'eC ltS in 

deveit ping COuntries also uLidcriies titir focus 
On tile rec rrent c of-sproiject, and pro­.4 
grams. Such costs mUIst - m nllagat'dHe within 
the conte\t of a de\ehtpimg, tCtll\V's abilit\ 
t gene1,rate re-i()rces. If the' are not, the ac­
tivities we suppo rt will eventuallv disappear-­
no nlalur how useful they lav bie. 

Changes htWconme per marent Only when a 
broad segment Of society values them and 
benefits from them. I'hat is why we work so 
hard to ensure that the people who need to 
be involved in creating change are actually 
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participating. W' knt \ that in man' situa­
tions it is the ot I play awomen a ctountrtwhov 

critical role in instituti(ill'iing ne\w
 
behavior - the rmnd ill busirnii 's,,S as
n i 
Veil as ill the, home. 01t11 proe,,ail1IS musti­
reach them and t]ng,1 ;t' thLir , nergies.
 

F-or sinilar ria-nt, , mu-d caiifl\ 'Lon­
sider the enj\'ironntal inipact of all Ot olr
 
activiti,. It doL J a,ithl'n no good to thrive
 
ill 0.W generation 0 it Ip)rospeil is built on
) y' 

pattrnt, that dst'io til' nion's esorcet s,
 
Practic-' t at dcsLLrtl\ the naitural environmient 
can CasilyV tillieriiiCl, the prIgress dCVeht 1iilg

' cot ties 'd to nu'tLre. I hat Is \vilv IOUr 
agriculturail 1110ileits take into11Lriisidet,T'tion 

t pr' Lthe i t, rmit tr tic-, L i the, eAn­
irtOnili t. Iil \,IwI,n I1 '\ir with
% %\ k kiolg 

t , iItdcveh Iping t )ill lie I nalit i al plans, 
that will irth(t' r ntil ural andreLourcesalllI 
p ,tit,i\t, t 'lIr t ,.e, iI divrsIt1 )0 

anir <,n.~ lmede t t a d l tillt nori ardd 
the ciallt;re tiiiim.tin llop rw€ coiunItrl 

t t 	 deayr , 11itC(ii l It tand eialMl1n V-
,ies 

, I ItIn k , tlitetilt, h <l g <, IIY. , I,, ,,i p III k-(t r 

ttonstant. Nt,w piiiis d, new% tp­,lOH.tm, ,ii 
o1tIII ities,. I-or tliat Iti I)i w,,ill o. taking 

a IardIlook ttIis %ar ,it th % iv k%e d , 
busine"s. k\\ .eid t, ) dt.trl in whII11(et r we\ 
are poiscd t(I dial w'ith the i'tiues kottht' 
IUit, 07. 

Some i i t h iling mar dpparet 

* 	The ,\ll)S ttindai,- with all t its potential 
hIr cstructii Il; 

" 	 Rapid ur-ali/,itinII, e,\en in the poorest 
coUntries; 

" Rising levels of dru4 addiction, violence 
and chaos in c intrie, ,, . , i arcotics pro­
duction and trafficki i not been 
brought under control, 

* 	The global co iullllllllnicaLtions e\posiOIn-with 
its potential for linking all natioins in an 
interactive network and adtering the %vay 
people are educated; and 
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* The development of disease-resistant and 
stress-tolerant 'seed varieties. 

Tech m1j gical breakthroughs arC being nwde 
rapidly, in everV 1 'ld and all v)er fio world. 
This steady Str'tall will ereti lhillen,e that 
WC canllot 'et ildiLain . 

We, ald the devel(ping ciuntries, int b, 
prepared to take new developInnts int ac­
couint as we plan for the f tare'. \\'e need to 
understald the way\s in which problems, and 
opportunities will aflektelpeCpe and 'ye need 
to eplore 1t woav's ill wlich thcv'\' will im­
pede Or facilitate cLc1noinic ir wt h. We will 
do that bet it w.e are altivel I ,king ahead. 

While we (-ln tet 111W (it what thie future 
will hold, we can rarev anticipate disaters. 
'et, we must av, [lit l to dal witheady 
the). 

Ctir c,,l1n/1M1[1llt11n to pr)iide htillallitauian1 
a-si-Ialnce cout eri' avaged by fimine, 
eartdlIuakO , plague anid other disasters rc­
llails absolute: 

* 	L1st sUmnie',whene lood',e t ( 
Ot the fIn L grain crop in Bangladsh and 
Uprooted neal'l' 30 million people, we were 
there with seed, for a ne\ crop and funds 
to aid with the rebuilding effort; 

* 	When 60,0)) people were left homeless last 
March in the wake of an earthIua',!e in 
northern Elcuador, we were there with 
tents, -wool blankets, and funds for 
rel nstl uctioln; 

1 we lt been able act Ljuickly pro­
vide food aid to Africa in 1984, 20 million 
people might have diecl as a result of one 
of the worst droughts in history; and 

* Hacd W 	 to to 

* Today, in Ethiopia alone, 5 to 7 million 
people are again a risk. Drought and poor 
economic policies have combined to recreatE 
a disaster. Once again, we are there­
providing lifesaving food aid directly to a 
starving people. 
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When America responds to emergencies over­
seas and when we work with developing 
countries to foster rapid and broad-based 
econoi- ,rowth, rWeare trUly investing in 
tile fut nrc'. WC arC helpiig to preserve aind 
build nations that will me day be abl' to 
mlv' ftorWardl't \ithout (tir econoic aid--not 

betcaluse iL ..v.ldn't be thre' it thev needed it, 
but b.ecaLs',e t IC l\e suceedcd -Vlearning 
toi growv, Inrd nleed it lll Ilomole. 

Conclusion 

The pI ices If ecOfinuimuc l.evel.pnrient i' dif­
tictIt fl'.rn ' heri if sticceed-., tile path to sLc­
cess will be dottd with tailed activities that 
might h1,ave w rked bUt did nM.t. lI envi­
ro1nmeit in whi ich deve\mniPlleLnlt c rad 
our o\wn lack (4 kn<iwtlcdge makc this in­
tVitLbil'. Wlat we do kn\ i\ i that every 
d,,\'elping colltry is difterent -- personalities, 
culture gtegrliphv and co'olillic circtlinl­
sta, t,'e distilillh eacl cuintry from every 
o)ther. 

It )ll OC.Illin c a-ss istance prigrams are to 
havc t he nialiinn ini mpaltt ill econllmlic 
growth anld the qIuality Of life, they must be 
fashioneCd to fit the un ijue circumstances arid 
charlcteristics if these c iLnntries. When 
ecollolllic assistLe ' resources are scarce, as 
they Ire toda\', fle\ibilitv in tilie progranming 
of tllie restilrc'es becolles cr:'icalh' iillpor'­
tant. We need to be able to make evry 
penny1 cV(itilt. W\'ithlot the fte\ibility to tailor 
o11r stancet Osimet specific ContiV re­
(ttirr'miietlnlt, ounr help will not be ,s effective 
as we(., should ,\pect it to be 

As we coilstruct econotuic assistance p.o­
grams tor devehloping countries, we need to 
begin drawing all of the available modes of 
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assistance together into a co"herelnt trane­
work. America's c41paciyi to) aS,i,t deLv, loping 
countries isin 1 t ifacetk]d. lh at capacit ' ranges 
from our albilitv to pivide com mlnic policy 
adv ire. ,Ivli ,nfleitJ<.-, tiii' projects, 
rll,C'i 't cll and tOLIt aid to) talritt relit'l Under 
thu gui ei;vralil,d c Ilt ,i (( "lP) 
and special pri grali , ,'h ,l the Caribbean 
Basin) llitiativC, iin\,st ntilt l iarantl es, and 
other bilatCral pigra lnd that, put 

-vt't tnce-

,iW VIe 
SiglliiiCtlwa IteSt0LCs 1,.rein til t eC'vehlCpnent 
pirauls(Itol mltilatral organiiatieii. re 
,1; r01V t an,ic lld I ti It e td0img to otr­
dint,'e' tiW wayH 'ilnichb these resoIrcs are 
hoce!tCd in speific coultries. 

In tht. lalce o1 nea',r-.'ro growthll ratus' in mny~l 

nonelmpoorest \ ];at Higthe, ba]lin tliotLietethe161 ane, devehv co ntre,11,inl w11 mut 

ecIOll 1 i sti PF grainls should Ie. WeV 
cLraintlyI ,hotM!1 it)t Isulhthat haven1 a W the 
balane, r ighIIt t(da \\'ith middle-inIcoIme, 
colunltriest, Ht ilt' aIt ai w,,inl, and ,withthe, moreic ad~vaiedtJe\ eh , ciituliiis,lopigq the 

rl llt-i4t en tiMIthe ' ,l\li p'n l tilt 
' ",  t L 1" h11,1% be (I tuite t i <r<it 

TI1W 1h,1litAII10' t()r th<Wdt'\ lt'lIII I',tliltriCS 

,a d hr tu,, 1 a re,lt IICe. [heir tC titreIII ­
p iion thl the nl,ike, ',)WiiLC, ma1-I Lut dtes 
MItr ' ti t ' interdepennc amolgnt'ions 
gn iv,, each ycar. We' ililist asL'the 1ard 
kluel.Wstm 111d tace th lil'lene, ihdd-otn. If 
weC do InIi;, "tlli will' 

Alan W\oods 
A I.). :\dministratnr 

March, i98 
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