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FOREWORD

Many developing nations are failing
cconomically. Without growth, there is no
hope for lasting improvements in the lives of
their people. Developing countries and donor
organizations must focus on this fundamental
problem

Fhis is the central message that Alan Woods,
the Administrator of the Agency for Interna-
tional Development, cxpressed in his in-
troductory statement in the Agenay’s Fiseal
Year 1989 Congressional Presentation,

On salutions, Administrator Wouods points to
the record of nations that are winning the
pattle for cconomic prowth. The success of
these countrivs demonstrates that market-
oriented cconomies and an openness to trade
are the kevs ta prosperity.

The tead of his Congressional Presentation
statement is reprinted here in full,



P S A
Facing the Future

Forty vears apo, America made an investment
in the Giture that broke oll the conventional
rules of the day. In the wake of the Second
World War, we reached out and prm'idcd
economic assistance to the war-torn nativns of
Furope and to Japan, to Hose who had been
our adversares as well as o our allies,

Through programs ol ccononic assistance, the
Narchall Plan and Point Four, and through
the international orzanizations that we and
our allies created, we expressed our convic-
tion that America’s securty and ity future
prosperity depead on the fortunes of many
nations on slobal peace and prosperi,

Wo bolicved then, and we believe now, that
the economic development of other nations is
A~ mudh in our national interest as it is in the
national interest of the nations to swhich we
provide cconomic assistance,

e retarms we have redlized on our iovest-
ments in Western Furope and Japan more
than demonstrate the validity of that view.
Today these nations are cconomically sound.
They are our strongest allics. They are also
leading consumers of Ut exports. Equally
dramatic is the progress made by some of the
nations that were carly redipients of U.S.
econumic asmistance: Korea, Taiwan, Brazil.

Yet, for most people in developing countries,
life is not much ditferent than it was 20 or 30
vears ago. In many of the least developed
nations, poverty remains a nearly universal
condition. In some middle-income countries,
life has been improving in relative terms. The
progress made in the majority of these coun-
tries is not what people in the developing



countries had thought it might be—-or what
we had hoped it would be. The gap betweei,
virtually all less developed countries is widen-
ing, not closiig.

We believe that it is time to take stock of
where we and the developing nations are
headed:

o [t is time to look at why some countries
have succeeded;

* Itis time to ook at why other countries
have not and to examine, with them, the
fundamental causes of their continued
poverty: and

e It is time to ask ourselves how economic
assistance can better contribute to the
process of fostering prosperity,

As the nation with the largest and most
dynamic cconomy in the world, the United
States has long exercised a leadership role in
international cconomiv development. Qur con-
tribution has alwavs evtended far bevond the
dollars we provide. It is our ideas that have
inspired and motivated both donor nations
and developing countries. We have always
been willing to ask the hard questions that
must be asked, and answered. I§ there is to
be progress, that is what we must do again.

In this introduction to the Congressional
Presentation, the Agency for International
Development is taking a first step in a process
of reassessment. It is a process we must com-
piete 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 assistance—-ideas, talent and
money—can best be brought to bear in the
future,



D R S
Learning from Success

In a world where the need for economic
assistance remains strong, it is important to
recognize that success is possible. No example
is ever a perfect model, vet there are threads
that tic together the economic recovery and
development experiences ot places as diverse
as post-war Furope, post-war Japan, korea,
Taiwan, Honyg Kong and Singapore. The
thread that most clearly ties these examples
together - and underlies their CCONOIMIC
prowth - is the eatent to which they relied on
market forces and open trading svstems to
ensure the otiicient production, distribution,
and pricing of goods and services.,

Economic siowth, by which we mean -
creases in the production of goods and ser-
vices and the gains in real income assodiated
with those increases, is not an end initself. Tt
is, hewever, the fundamental means b
which individuals improve the condition of
their hives.

Where economic growth has been rapid and
where participation in that growth has been
broadly based, family income, food availabil
ity, life expectancy and other measures of
development have registered impressive
pains:

o Before World War [, fapan’s death rate
among children was as high as India’s is
today. But with cconomic growth came a
decline in the birth rate, better prenatal
care, and better care tor newborns. Today,
Fokyo's infant mortality rate is 7% lower
than Washington, D.Cos; and

o While slow-growing countries struggle to
ensure that their children are enrolled in
primary schools, Korea now enrolls over



90% of its children in high school and
sends 26% of its high school graduates on
to college.

The changes that vield these results are
svstemic changes that alfect whole economies,
whole societivs, not simply one or bwo nar-
row cconomic sectors or life in one part of a
country. As the experiences ot countries that
are making signiticant progress demonstrate,
gm\\th and imprm'mn\'ntr; in the human con-
didon evolve together and are mutually
reinforcing:

e (Greate; pmdmtl\lt\ and rising mncomes
provide individuals as well as povern:
ments -with the resources they need toin-
vest in more comprehensive health services,
better education and more adequate hous-
ing, and

» s the health of o population and its level
of cducation nprove, still higher levels of
productivity and rurther growth are
pussible.

Basic cconamic choices-—as between relving
on market torces to set prices or having,
povernments set them-- have a direct bearing
on whether a country will grow. These tunda-
mental Choices also go a tong wav toward
determining who can participate in an
cconomy and benetit from its growth.

Where governments exerdse tight economic
controls and own many of a nation’s produc-
tive assets, the opportunitics and incentives
for individual tarmers and entrepreneurs are
limited. The economic rewards in such
socicties are most often retained by a small
fraction of the people.

In contrast, market cconomies naturally en-
courage broad participation in growth. Their
vitality comes from the steady stream of new
entrants into the economy—new businesses
and new agricultural ventures, and the jobs
they create directly and through their
demands for inputs, product handling, and
other services.



In countries that are experiencing rapid and
broad-based economic growth, lite is getting,
better—for the poor, as well as for those who
are somewhat better off. When that happens,
we in America berefit as well. As countries
maove up the cconomic ladder, their imports
tend to rise. They want products trom
abroad--consumer goods and products that
can be used by their industries. Many of
those pmdmt.\ come tront America.

Taken together, the developing and newly
industrialized countries purchase more than
35% of ali U.S. exports. In the first ten
months of 1987, exports to these nations were
worth $65.5 billion to the Linited States.
Evevy billion dollars in new exports penerates
20,000 American jobs,

When countries prosper, our coonomu assis-
tance more than pays for tiselt:

o Of the A0 largest buvers of U5 tarm
goods, 3 IM\L' received P sH hnni aid
trom the United States:

e Rorea now by as much from ULs.
fartners in one vear as it received incits 25
vears as a PLdso revipient; and

o QOur sales of manufactured poods to
developing nations are cqually impressive.
In LUSS, 30% of our carnings on America’s
top v-pnxt line - machinery and transport
equipment-—c e from sales o developing
countries

The developing countries particularly the
fast-growing ones o the markets on which
our futurce dL'PL s, 10 i these fast- Hm\m;1
Iﬂdll' et~ not i the more mature markets of
Furope and Japan, that we will see the de-
mand for U5, products vise at spectacular
rates.

Economic returns on our development assis-
tance investments are not the only important
benefits we reap when other countries suc-
ceed. The moic economically successful
countries are, the more stable the v tend to



become. What is more, there is . tendency for
such countries to become more democratic.
Where broad participation in the ceonomy is
possible, people acquire a stake in what hap-
pens and make their voices heard. Countries
once run by virtual dictators have moved
toward democracy and a greater respect for
human rights as their cconomic circumstances
improved.

o

A Sobering Look at the
Developing Countries

In contrast to the successes achioved by na-
tions that have relied heavily on market
cconomives, other countrics continue to have
difticulties. The economies of many develop-
ing countries are stagnating. In some coun-
trics the economic base i actually
deteriorating, and individual incomes are
declining, as o result of negative prowth rates
over the past 5 to 10 vears. Such situations
are inherently unstable. Fhey are a breeding,
sround tor political unrest.

Targeted development assistance has helped
m many ot these situations; it has not been
wasted. Economic assistance has prevented a
worsening of conditions, often serving as the
only stabilizing force in such economices. Even
in some of the worst situations, development
programs have helped w improve life expec-
tancy. Overall, great strides have been made
in protecting children against major discases
and ensuring that they receive at least a
minimal cducation.

These gains are significant, but they are not
adequate. What is worse, in cconomies that
are stagnating, they cannot be sustained. No
one, for example, has been able to halt the

decline in food availability that is a hallmark
of economies that are growing too slowly or



not growing at all. Vne thing is certain:
Without sufficient growth, the quality of life
in developing countries is not really going to
improve,

Neither educated guesses nor straight-line
projections of past trends actuallv tell us what
will happen in the future. Nevertheless, pro-
jections can suggest quite vividiy what could
oceur if existing trends persist.

It the least (lL‘\'(‘IU} ed countries continue to
prow at the rates at which they grew during
the past 20 vears, Lee, at A% GDP per
capita on average, litde will change* AL this
near-zero rate of growth, average income .
the feast develened countries would rise by
only $66 per person by the vear 20500 The
gap between these cconomies and the
cconomies of the developed nations would
widen signiticanty (Figure 1)

In the middle income countries, individual
incomes would improve dramatically if these
countrics continue to grow at the compound
annual rate of 2.8% in GDP per capita terms.,
But, even at this growth rate, these nations
would not sarrow the gap that separates
them from the developed countrics, which
have been yrowing at the compound annual
rate of 2.6 per capita. [Parallel lines nover
meet—nor do countries that start at different
cconomic bases and grow at similar rates. The
gap between such countries grows rapidly in
absolute termis, since 2.6% of $10,000 is a
good deal more than 2.8% of $1,000 (Figure
2)

©GDE and pu}‘ulmun tretind dueta for 196353 swere taken from
the Workd Developmens Reports 2257 (8K Apency for Interna-
tional Development projection: carry those trends into the future
onca per capita bases

Fhee tertn Least Developed Countries reters to 35 of the 37 coun-
tries included in the IHH{I)\ lovwest mcome yroup. Ching and In-
dig are not included i A TD s Least l)v\'vlup-m} Country cluster.
The term Middle Tneome Countrics reters to 39 countrivs the
IBIRD Jdusters intoa muddle meome group Industeial Market
Feonomivs reters to 19 countries tha IIH\‘I‘) clusters into its in-
dustrial market ecconomy proup. The teem Newly Industrialized
Countries refers to: Korea, Brazal, Horg Kong and Singapore.
Taiwan was not induded i this cluster as data on Tatwan are no
longer reported inthe pubheations of UUNC agencies.
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Figure 1. The Gap Between the Least Developed
Counmc and the Industrial Market Economies 1s
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Only when countries make the cconomic
choices that result in growth rates that are
higher than those of the developed countries
do they begin to catch up, as have a cluster
or m‘\\l\ industrialized nations, with a com-
pound annual growth rate of 5.:4% per capita
(Figure 3).
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Figure 3. Fast Growth in the Newly Industrialized
Countries May Result in Per Capita Income Levels
Similar to Those in Industrial Market Economies.

Projections are an imperfect device tor looking
into the tuture. The newly industriaiized
countries, for example, are not expected to
maintain their current growth rates indefi-
nitelv. As their economies matuore, their
growth paths will likely mirror those of other
developed cconomies,

Further, projections of the prospects for
groups of countries tend to mask what in-
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 econonae
policies, rely on market forces and trade, and



grow at better-than-average rates. Those that
continue to pursue this path have a good
chance of becoming the second wave ot
newly industrialized countries.

That is whv we are beginning, to explore
uptinm tor trmv't'nrminv' our relationship with
the aavanced devel vpmw countries into a pro-
ductive and mere mature partnership.
Chrough partnership programs with the ad-
vanced develeping countries, we can continue
to nourish the mvestments we hove made
aad the institutions we helped to build. The
linkages that we should continue to build
with these countries inclirde:

¢ Strong and open hilateral trade relations;
e Scientific and technical exchanges,

* Educational and work exchonge programs
that bring our vouny people together and
help them Lo fearn about and from cach
other; and

¢ Strengthened relations between our
business, scientific and professional
communitics - through investinents and
through personal ties.

Moving from a relationship dominated by an
eConomMic assistanee program to one that is
maore mature is not easy, but it is important.
We, and the advanced dey cloping countries,
have much to gain by strengthening turther
the ties that bind us.

Fostermg Development

Ve are convineed 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 thelr individual
family incomes. Wherever family incomes are
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rising, standards of fiving are also rising,.
Growing incomes pive people a chance to in-
vest in themselves and in the institutions that
serve them —a chance o invest in their future,
and in the futare of their children,

Improvements i the quality of Hile are o
natural and necessary complement to
cconomic growth, Good health, a sound
education and a balanced diet are basic
building blocks oi development. Putting these
building blocks in place requires many things:
food, schools and teachers, access to modern
medicines and to other new and attordable
technologies,

To be truly effective. cconomic assistance pro-
prams should address an entire economic
system. Fhey must help countries identity
and addres., impediments to growth, ond
they should be able to assist them in deve lop-
ing their pivate as well as their public sector
capadity to address other basic human
requirements,

Countries, even on the same continent, differ
dramatically rrom cach other in terms of their
capacity or desire to provide services and to
absorb new products and technigues - just as
their cconomic policies and their growth rates
ditter. Programs of assistance must be tailored
to fit these differing circumstances.

In order to respond with the appropriate
assistance program for cach country, we need
to be tlexible. We need to be able to examine
a situation and decide how best to address
it—through policy discussions, through proj-
ects, and through other assistance modes.

The kind ot Hexibility that is going to be
needed to properly address the pmblcms
Jdev cl()pmv countries are facing is already
embodicd in our new Development Fund for
Africa. The Fund is, in a very important
sense, a laboratory for testing ideas about
how the U.S. coonomic assistance program
might be most effective in the years to come.
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In that leboratory, and throughout the
developing world, we must keep a steady erve
an cconomic growth rates—tor they are a ven-
tral meascre of whether cur efforts and those
of the devel wing nations are succeeding. It
th«‘y gre not ;mxm\m and LANTASS m(\ﬂ stronger,
SOMeing is wrong,

Getting Back to Basics

In his address to the leaderss of 22 weveloping
countries at the 1981 Cancun Summit, Presi-
dent Reapgan drey attention o the importance
of basic economic growth and to the ract that,
historically, “cconome growth and humain
progress have made their preatest strides in
countries that CNUCUTARe O momic freedom.’
Since then, the United States and a number
of the developing countries have become
more concerned with slow economic growth,
wnd with the impediments that stand in the
wov ot higher growth rates,

Within this context, the Aponcy tor Interna-
tional Development singled out economic
policy impediments tor particular attention.
Other donor arganizations are also moving in
this dircction. H.I\ Tocus Bs not onlyv appro-
priate, it s necessary, given the future many
developing countries will face it they tail to
act to improve their prospects for economic
pms’pcr;t'\n

The work of the Ageney tor International
Development has already led to the identifica-
tion of many macroeconemic and sectoral
policy choices that are holding back growth in
the developing countries:

» Many of the economic problems developing
countries face can be traced to the propen-
sity of governments to control economies,

12



rather than give market torces and in-
dividual enterprise o chanee to generate
growth:

* Price contret policies, prowectionist grad
regimes, and ievulations that limit by ag
participation in the cconomy and skieid
povernment-owned enterprises from private
sector competition ail work against the
nations that apphy them—while otfering
them the illusion of beirg in control of their
Ccconomic destinies; anid

* Instead of unleashing the ciatrepreneurial
cnergies of their people, many developing,
nations are ariving their enirepreneurs
uriderground. as attested to by a recent
study of the “informal sector”™ in Peru and
anecdotal information from manv other
countries.

It is not casy for governments change their
economic policies. We know this trom our
own enperienee. Yet, that is exacthy whe
many developing countries need to do, if
thev swant to move forvard, it they want to
cabrh up.

Manv developing countries are experiencing
coonomic difficultios; vet, cadi of these situa-
tions i unique. The array of tactors that in-
hibit broad-based vconomic growth differs
from country te country. Sound recommenda-
tions for change can only cmerge from an
examation of country circumstances. he
consequences of making recommendations
without urderstanding what i impeding
growth in a particular country could well be
counterproductive. For instance:

* In countrics in which there is an active
private sector, the transfer of industries that
are cwned and operated by government (o
private hands makes econamic sense, and it
gives a larger number of people a real stake
in the econoray and in growth; and

* Yet, in other countries, where businesses
are heavily regulated and where govern-
ment policies discourage private sector
development, focusing on privatization

13



could prove tutile. Under such conditions,
newlv privatized industries would be likely
to fail. Unlike government-owned indus-
tries, they must earn all of the money they
need to keep poing,

The Agency tor International Development is
commitiod to helping countries make needed
changes. Throvghout the developing world
oUr Missions are Cngaging governments ina

“policy dialogue.”” Thev are working with
these governments o identity, on a national
and sectoral basis, where changes are needed,
what new policies might be put in place, and
how to deal with their impact

In thiv work, as i the development projects
the Apency tor International Development
suppoerts, there will be snceesses as well as
failures. Even though we approach the
“policy dialogne’” knowing that market-
oriented economies have the best track
record, we know that neither we nor the
developing countries can sce mro the tuture
and understand ol of the scecondary effects an
apparently straighttorward policy change may
catse. Like it or not, risk and un. ertainty e
inherent elements of developmeni, just as
tl\t')' are i scientific rescarch.,

We do not believe, hovoeves, that the prople
of any nation should sutter inordinately frem
actions that will ultimately improve their

conomiv circumstances. We believe that i is
impw."t.mi to assess the effects that particalar
economie policy changes may have, and try
to mrderate their impact on particularly
vulnerable groups. While most of the dit-
ficultics such groups tace predate policy
reform etforts, such efforts can exacerbate
their piight. That is why much of the
CCONGING assistance we PI’U\ldL’ in support of
pnlicy reforms is designed to cushion the
siort-term effects of such changes.

There are no textbook answers that tell us
exactly how to stimulate economic growth in
a dcwluplm_, country—even if we know that a
market o1 ntation is to be preterred. There is
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much uncharted territory, and qnestmns
about how to proceed loom large. While we
arc a iong way from pat solutions, we and a
grewing number of dev cloping countries are
at least beginning to take seriously the prob-
lems of mismanaged cconomies and slow
growth.

The Importance of {nvestmg in
People

The emphasis we prace on stimulating
cconomic growth in no wav diminishes the
importance of actions we take to help people
in developing countries improve the crcums-
stances of their lives in a direct wav.
Improvements in health care, water and
sanitation services, voluntary familyv plaining
~ervices, education svstems, and other social
services need to go hand in hand with
growth. Developing country capacity to pro-
vide these services needs to be nurtured, in
the private sector as well as in government.

[he development projects and programs that
the Agency for International Development
supports make an important ditference in the
way of life ir developing countries. That dif-
terence is porticulariy dramatic in countries
that are taking steps 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 d 1\'eloping countries
has increased by 10% to 20%; and
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* In most developing countries, the majority
ot children now enter primary school.

Through other projects:

e Farmers have gained access to improved in-
puts and lfearned new techniques for in-
creasing their vields,

o Small businesses have tound the capital
they need and learned new management
skills,

Ensuring that such pains are permanent,
rather than transitory, s of the greatest im-
portance. I lm,mms and pro |uts that deve Iup
institutions and provide poods and services in
the developing countries must incorporate the
mechanisms that will ensure their continua-
tion over time,

That is vy so many ot our programs have
instutional dcnl«)pmcn tand training com-
ponents. We believe. tor example, that it we
vant o ensure the survival of chuldren whe
sutter from dehvdration it is not enough
w‘impl\' to provide oral rehyvdration salts to

developing countrics. The ¢ apacity to produce
this reme d\., train health worke 1\, and deliver
the salts wo those in need must be transterred
a~ wells Use of oral rehydration must be in-
corporated into the practices of private health
care providers and organizations, national
health svstems and, tinally, families.

Our concern tor permanent improenments in
developing countries alse underlies our focus
on the recurrent cests of projects and pro-
grams. Such costs must be nmmu;ml e within
the context of a developing economy’s ability
to generate resources. If thev are not, the ac-
tivities we support will eventually disappmr-»—
no maiter how useful they may be.

Changes become permanent only when a
broad segment of saciety values them and
benetits tfrom them. That 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. We know that in many situa-
tions it is the women ot a country who play a
critical role in instituticoalizing new

behavior —on the farm and in businesses, as
well as in the home, Onr provrams must
reach them and engage ther energies.

For simiiar reasons, we must carefully con-
stder the environmental impact of all of our
activities. It does a nation no good to thrive
I one generation it its prosperity is built on
patterns that destroy the nation’s resources,
Practices that destrov the natural environment
can casily undermine the progress developing
countries need to nurtare. That is why our
agricultural projects take into consideration
the impact of farming practices on the en-
vironment. and why we are working with
developing countries to create national plans
that will sateguard thew natural resources and
preserve their biological diversity,

In developmient, as in most human en-
deavors, we must be prepared to learn -and
to change. Time does not stand <tli, nor are
the challenges facing the developing countries
constant. New problems arise as do new op-
portunities. For that reason. we will be taking
a hard look this vear at the wav we do
business. We need to determune whetler we
are poised to deal with the isesues of the

futu o, .

Some of the chiallenges are already apparent:

¢ The AIDS epidemic-with all of its potential
for destruction;

* Rapid urbanization, even in the poorest
countries;

* Rising levels of drug addiction, violence
and chaos in countries v €0 narcotics pro-
duction and traffickin. - ¢ not been
brought under control,

* The global communications explosion—vith
its potential for linking all nations in an
interact've network and altering the way
people are educated; and

17



e The development of disease-resistant and
stress-tolerant seed varieties.

Technological breakthroughs are being made
rapidly, in every tield and all over the w orld.
This steady stream will create challenges that
we cannot vet imagine.

We, and the developing countries, must be
prepared to take new developments into ac-
count os we plan for the future. We need to
understand the wavs in which problems, and
opportunitics will affect people and we need
to explore the wavs in which they will im-
pede or tadilitate economic L,m\\lh We will
do that best if we are actively fooking ahead.

While we can foresee some of what the tuture
will hold, we can rarelv anticipate disasters,
Yer, we must ahways be ready to deal with
them.

Our commitment to provide humanitarian
assistance to countries ravaged by famine,
carthquake s, plagues and other disasters re-
mains absolute:

e Last summer, when tloods destroved 50%
of the food grain crop in Bangladesiv and
uprooted nearly 30 million people, we were
there with seeds for a new crop and funds
to aid with the rebuilding effort;

e When 60,000 people were left homeless last
March in the wake of an earthquale in
northern Ecuador, we were there with
tents, wool blankets, and funds for
reconstruction;

e Had we not been able to act quickly to pro-
vide food aid to Africa in {984, 20 million
people might have died as a result of one
of the worst droughts in history; and

e Today, in Ethiopia alone, 5 to 7 million
people are again at 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-
scas and when we work with developing
countries to foster rapid and broad-based
cconomic growth, we are truly investing in
the future. We are helping to preserve and
build nations that will one day be able to
move forward without our cconomic atd--not
because it wouldn't be there it they needed it
but because they have succeeded b\' learning
to grow, and need it no more.

Conclusion

The process of econonie development is dif-
ficult. Fren swhen it succeeds, the path to suc-
cess will be dotted with tailed activities that
might have worked -but did not. The envi-
ronment in which development oceurs and
our own lack of knowledge make this in-
evitable. What we do know is that every
developing country is ditferent ——pchonahtle\
culture, geoy uph\ and cconomic circum-
statioes dl“tll]} suish cach country from every
other.

It our cconomic assistance programs are to
have the maximum impact on economic
growth and the quality of lite, they must be
fashioned to fit the unique circumstances and
characteristics of these countries. When
CCONOIMIC AssiStance resources are scarce, as
they are today, flexibility in the programming
of those resources becomes orf *eally impor-
tant. We need to be able to make every
penny count. Without the tlexibility to tailor
our assistance to meet spumx country re-
quirements, our help will not be és effective
as we should expect it to be

As we construct cconomic assistance pro-

grams for developing countries, we n2ed to
begin drawing all of the available modes of
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assistance together into a ceherent frame-
work. America’s capacity to assist developing
countries is multitaceted. That capacity ranges
from our ability to provide cconomic policy
advice. development asshtance projects,
emergency and tood aid to taritt relict under
the generalized system of preterences {GSP)
and special programs sueh as the Caribbean
Basin Initiative, investment guarantees, and
other bilateral programs. Bevond that, we put
significant resources into the development
programs of multlateral organizations. There
S more we can and <hould be doing, to coor-
dinate the wav an which these resources are
focused in spevitic countries.

[n the tace of near-zero growth rates in many
of the poorest developing countries, we must
determine anew whbat the balance in our
cconomic assistance programs should be, We
certainly should not assume that we have the
balance right todav, With middle-income
countries that we at least growing, and with
the more advanced developing countries, the
same questtons must be ashed - but the
answers mav be quite ditterent,

The challenge, tor the Lh'\'m‘luping countries
and tor us, is a great one. Their tutures de-
pend on the choices they make, but <o does
ours  tor the interdependence among, nations
provos cach vear, We must ask the herd
questionsand face the challenge nead-on., If
we do nat, who will?

(ol ol

Alan Woods
ALD. Administrator

March, (Y88
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