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PRIEFACE

This report draws upon a national proj-
ect organized by Michigan State University to
study and advice on LLS. policies of economic
cooperation with the Third World in the
290s. Michigan State University was rortu-
nate in receiving support for this vear-long
effort from the MsU Foundation. the John D.
and Catherine T, MacArthur Foundation, the
Carnegic Corparation. and the Pew Charita-
ble Trust and in being joined by a large num-
ber of leading scholars and experienced
policy: mahkers who contributed papers and
other advice to this activity. A ist of these
papers and authorz s provided on the inside
of the back cover.

A number of leading LLS. institutions,
with the help of other foundations, sponsared
colloguia on specitic development sectors as
part of this majo. inguiry. These institutions
and their tapics were as follows:

Associaton for \Women in Development:
Gender Issues in Development Cooperation

Board on Science and Techi .clogy for Inter-
national Development, Office of Interna-
tional Affairs of the National Research
Council: Policy for the 1990s: Scienrce amd
Technology for Sustainable Development

- The Futures Group: International Population
Assistance in the 19905

nstitute of International Fducation: The
Rele of Education and Training in Developmient
in the 19905

fohns Hopkins School of Hygiene and pub-
lic Health: International Health in Develop-
ment in the 19905

Michigan State  University Center for
Advanced Study of International Develop-
ment: The Changing Nature of Third \WWorld
Poverty in the 19905

Midhwest Universities Consortium for Inter-
national Activities: Role of LS. Lipiversitics in
the Development Task in the 1990s

Virginia Tech College of Architecture and
Urban Studies in cooperation with the

Washington Chapter of the Society for
International Development: Urbanization in
Developing Countrics: Fotentinls for LULS,
Developpicnt Cooperation

LS Councll for International Business:
LIS, Policy jor the 1900s: Promaoting Private
Dyirect Investnicnt

Winrock International: Future of ULS. Devel-
opment Assistance: Food, Hunger and Agricul-
tural Issucs

World Resources Institute: U.S Policy in the
19005 International Cooperation for Environ-
mentally Sustainably Development

The Overseas Development Council
cocperated with MSU throtighout the project,
par.icularly in organizing several svmposia in
Washington to review papers commissioned
for the project and a preliminary outline of
this report. We have drawn extensively upon
this exceilent work.

We are also grateful o Tom Carroll,
Director, and Doris Scarlett, Program Coor-
dinator, and the staff of the Center for
Advanced Study of International Develop-
ment. \We thank Gordon Rohrian, Michael
Schechter, and Tom Carroll of s for their
commentary on this report. \We also want to
acknowledge the fine contributions of John
sewell, Norman Uphoff, Jerry French, and all
of the colloguia leaders who offered com-
ments on drafts of this report. Appreciation is
also extended to the literally hundreds of peo-
ple who commented on the first draft of this
report during and immediately following a
maior national conference held at MSU in
Aoy [988.

This report is the product of the authors
and should not be attributed to their institu-
tions nor to the numerous individuals and
orgamizations that cooperated on the project
by preparing papers and organizing collo-
quia. A variety of other publications will altow
these contributing authors and institutions to
speak for themselves and in greater depth on
their respective topics

1%
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ummary and Conclusions

As we enter a new decade and iook forward to a new century, the
time is ripe for us to envision the better world we would want to leave
our children. What, we ask ourselves, should we strive for? At least three
cardinal objectives: broadly based growth, an effective attack on poverty,
and an cnd to the destruction of the environment. More than any other
nation in the world, we stand to gain from a global system that promotes
these ubjectives. '

To accomplish these objectives, we believe the United States must
forge a new, a more mature relationship with the Third World. We need
to shift from the oid idea of aid to the new idea of mutual gain through
cooperation. \Vith developing countries as partners, we can progress
together into the 21st Century. In this way, we serve both our political
and economic interests and satisfy some of America’s most basic
humanitarian values. We also enhance our nation’s long-term security
in an increasingly interdependent world.

Why is now a good time to make major changes in our engagement
with the Third World? Because the world has changed in the past sev-
cral years - in global economics and politics, in our domestic economics
as well as in the Third World itself. The Third World is no long,er a single,
homogencous group of countries. Now they range from the \ery poor to
the newly industrialized. Global environmental problems loom larger.
All these changes in the world require us to change our way of relating to
the world. It is time to reexaminc and recreate our policies and programs
for development, for progress in the developing countries is increasingly
important to this country.

Depending on their needs and on their importance to us, different
countries in the Third World will vresent different challenges. We espe-
cially need to move to a cooperative style with the strongly advancing
countries. [n those less developed, however, we will need to maintain aid
while at the same time pointing toward new cooperative modes in the
future. Ultimately, of course, all Third World countries must themselves

be responsible for stimulating their own economic growth, for reducing

tieir poverty, and for improving their environment. The U.S. can, how-
ever, help and hasten the process.



To this end. we should use our experience and skills:

B to enhance physical well-being through improved health
systems and population planning:

W to work for sustainabic agricultural svstems, particularly
emphasizing food supplies and forestiy;

B to develop environmental programs and policies that will pro-
tect natural resources and, through emphasizing renecw-
able supplics and conservation, assure better energy
security; and

B to foster sound urban development policics.

The latter two are new themes, whereas the former are older and
can be addressed now in more effective ways. We can approach all four
through our strengths in:

m developing human resources, particularly at advanced
levels, in order to improve managerial capabilities:

W using scicnce and technology, especially to further local
capacities and to develop joint rescarch programs;

m fostering policy and institutional development; and

m mobilizing diverse energies for development, with special
emphasis on the private sector, nongovernmental organi-
zations, women in development, and human rights.

While we are doing this, we must at the same time pay special
attention to three urgent problems: Third World debt, which endangers
both growth and the international financial svstem; Africa, where the
degradation of the environment and poverty imperil human life itself;
and global deterioration of the environment, which requires global coop-
cration.

New ULS. cooperation requires actions well beyond what any one
UL.S. agency can do - actions that will be broader than international
development policy alone. If we are to cultivate better our national inter-
ests, we need to coordinate better our national resources. The Treasury

vii



Department, Trade Representative's Office, Department of Agriculture,
Peace Corps, Environmental Protection Agency and otizers — all will play
significant roles as we address new problems and opportunities in the
developing world.

The Agency for International Development must change. lts struc-
ture and name ought to reflect the new theme and style of mutual gain
through cooperation. To this end it should expand its analytical capacity
and guide ULS. agencies toward a new LS. relationship with developing
countries.

The new Administration should:

m cstablish a council led by the White House to coordinate
LLS. agencies actions and policies on development;

| create a semiautonomous foundaiion 1w strengthen
research and the usc of science and technology for devel-
opment;

consider the size and number of overseas missions as new
tasks and cooperative modes evolve; and

B involve intermediaries more often and use binational coun-
cils and boards in countries abroad.

Our funding of aid is low compared to that of other industrial coun-
tries and to our past contributions. As we move vigorously toward our
goals with new modes of cooperation and greater effectiveness, prog-
ress will justify an increase in our official development assistance. In this
process we should sort out development funds from short-term political
and military aid so that cooperation for sustainable development can
build its own constituencies.

We should understand and evaluate development cooperation in terms
of our own interest in our three primary goals — achieving broadly based
economic growth, effectively attacking poverty, and ending the degradation
of the world's environment. The President must lead; otiiers will follow. It is
essential that he provide the vision of the better world we can attain for the
generations to comie.




niroduction

The United States, more than any other
nation in the world, stands to cain from a
global system that promotes broadly based
grawth, an cffective attack on poverty, and an
cnd 1o degradation of the world's environment.
We have the most to gain for the same reason
that we would have the most to lose if, in the
vears ahecad. we do not realize such goals. As
the world's economic and scientific leader,
and as the largest nation iiving in freedom
and comfort. we cannot neglect plaving a key
role in an interdependent world facing pro-
found global and domestic changes. In the
decade ahead we must cooperate effectively
with the nations and the peaplss of the Third
Waorld to attain these ends.

The world of the 1990s, and that of the
21st century, will be substantially different
from one in which a worldwide enterprise
known as “foreign aid™ was launched forty
years ago. Newy circumstances imake the con-
cept of foreign aid iess appropriate. To much
of Asia and Latin America, the concept of
“cooperation for development™ fits better. If
we are to address difficult issues successfully,
we must encourage cooperation tor mutual
gain as an essential step teward maintaining
a progressive global system. Furthering our
own cconomic, humanitarian, ard political
interests in the world will depend increasingly
on such cooperation.

By develemment cooperation, we mean
that we share responsibilities widely and
appropriately. The primary responsibility
must lie with the dev (loping countries them-
selves. But the people and governments of
other countries, including the ULS., should
expect tojoin in this endeavor by contributing
resources and helping to shape policies.

Global progress will not come casily or
cheaply. But experiences of the last forty
years, both good and bad, have taught us
how to proceed in more reliable and cost-
cfiective ways. Among ather things. we have
learned the possibilities and the limits of

transferred technology. the need to mesh cap-
ital and recurrent costs, the need to develop
human resources and institutions - and why
we must avoid creating dependeray el
instead, foster self-reliance. \We have seer
cormtries transformied from receivers of aid o
productive members of the global cconomy.

\We ask ourselves, what kind of world do e
want o leave for our childiren? A world of dimin-
ishing opportunity? A world of slow economic
growth or stagnation? A world filled with
hunger and discase? A world of illiteracy? Of
croding soils and shrinking forests? Of pollu-
tion and other environmental deterioration?
Of angry people and wasted human talent?

Ifwe stand by, if we take a short-sighted
view, pursuing only narrow and immediate
interests, we will allow the uneven progress of
development in Third World countries to let
hundreds of millions of people sink further
from decent standards of life. Is that what we
want to leave as our heritage?

Qur ability to lead the world into a new
century will no longer depend upon our eco-
nomic dominance. Instead it will depend on
the quality of our strategic thinking and our
skill at forming cooperative efforts to attack
complex problems. Just as the new reality of our
changing world opens new opportunitics, so also,
in the decade ahead, doces it pose new challenges
for our neitional leadership.

In this report we will address three broad
questions:

1 \Why should the United States have a
leading role in development
cooperation in the 1990s?

& What shoula be the main lines of
LLS. development cooperation?

= How should we carry them out?
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transformations in the
world cconmomy ended
Amicrican cconontic

SUpremacy. m

hy Should the United States Have a Leading
Role in Development Cooperation in the

Decade Ahead?

As we review recent changes, both inter-
national and domestic, it is clear that we need
to change our palicies and programs. It is also
clear that our national interests point to even
more active participation in international
development. The challenge will be to refine
both our purposes and our operations to keep
step with a new era.

B CHANGES ON THE
INTERNATIONAL SCENE

In the 19705 ang 1980s, profound trans-
formations in the world cconomy ended
American ecanomic supremacy. The cco-
nomic order created at the end of World War
It provided a remarkable engine of growth.
Both the war-advantaged and war-damaged
economies of North America, turope, and
Japan grew as did many of the developing
countries, especially in Asia and Latin Amer-
ica. Joining the United States as major actors
on the global scene were Japan, Canada, the
nations of the European community, and a
group of newly industrialized countries
(NICs). Most have now become significant
participants in international development
assistance, an activity whose carly years
were dominated by the LS.

Not only does the world economy now
have many more significant actors, but rela-
tionships among them are increasingly com-
plex. Organizational, scientific, and techno-
logical revolutions have made international
economic relationships ever more compli-
cated. The rise of the multinational corpora-
tion and international money center banks
created economic entities with global scope
and the communications revolution facilitated
split-second transfers of massive sums of
money. In the contemporary world economy,
trade, international private investment, and
global financial transfers are all inextricably
linked and growing. Truly the global economy
has arrived.

e

World exports, 1965-1986

The reat value of world exports increased four-fold
betiween 1905 and 1980 and then declined 25 percent
during the global recession of [980-1983,
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There have been other fundamental
changes. The world has only recently
acknowledged how fragile are the global
comimons and how threatened is the environ-
ment. Problems abound: acid rain, ozone
depletion, desertification, and the destruction
of rain forests. The speed of environmental
change has taken much of the world by sur-
prise. It poses a threat to the quality of life for




succeeding generations in all countrivs. \We
are just beginning to realize something new.
rormerly, we felt that concern with ti:c global
environment could be addressed by success-
ful cconomic development. Nt we are
Beginning to understand we ca essn develop-
g o by peotectiiog e 2lohal eivironment
and by balancing popidation and resources.

Evolving patterns of global politics
match the changes in the international ccon-
omy and in the buman and physical environ-
ment. A multipolar world has replaced the
bipolarity marked by U.S.-Soviet rivalry; the
ideological conflicts of liberalism and Maix-
ism no longer dominate the contours of inter-
national relations. Two particularly impe tant
trends will have wide ramifications. First,
Marxist ideology as an organizing principle
for national development is declining. This is
seen not only in Europe and the Third Weorld,
but most remarkably in t' 2 palicy and 1deo-
logical uncertainty gripping the Soviet Union
and China, the Communist giants.

The second is the rise of Mikhail Gorba-
chev to leadership in the Soviet Union. The
foreign policy implications of “glasnost™ and
the domestic imperatives of “perestroika”
may open up possibilities for more pragmatic
treatment of world issues and a wider agenda
between the superpowers. This might include
joint attention to the “backwardness, hunger,
poverty, and mass disease” in developing
countries to which Gorbachev referred in a
response to President Reagan during the May
1988 summiit in Moscow.

CHANGES IN THE THIRD
WORLD

In the Third World, the most striking
development has been the rapid growth of the
newly industrialized countries - South Korea,
Brazil, Taiwan, and others. During the first
thirty years of the postwar period. the Third
World expanded its manufacturing capacity

faster than did the industrialized countries. At
the same time, education and health systems
were built not only in the more advanced
Latin American states, but even in some of the
poorest nations in Asia and Africa. Life
expectancy increased dramatically with the
taming of several major diseases. But many
who reside in the Third World continue to live
in poverty. The promise of developmient has only
been partially fulfilled.

Life expectancy at birth, 1950-2000
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In the three decades following the end of
World War I, the Third \World profited both
by the expansion of ,iobal trade and by sub-
stantial net resource flows from the industri-
alized countries to the developing countries.
These took several forms: foreign private
investment., commercial bank lending, multi-
lateral public investment. and bilateral foreign
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the Third World. 2

assistance. The flow peaked in the latter half
of the 1970s when \Western banks recveled
OPEC petrodollars back into the developing
world at a rate of some $100 billion per year.
But in the 1970s major instabilitics in the
international economy hit the Third World - a
free floating doliar, huge energy price hikes,
and major unregulated movements of capital.

With the recession of the carly 1980s,
skyvrocketing interest rates, and the apprecia-
tion of the dollar, the recycling of the 1970s
became the debt crisis of the 1980s. As the
cost of servicing old loans was increasing, the
arcuni of commercial lending was decreas-
ing drastically. At the same time, aid fatigue
hit some donors. mainly the U.S. Net North-
south resource fiows have ranged from negli-
gible to negative in the 1980s. Nonofficial
financial flows have virtually stopped for the
poor half of the developing countrics. The
global financial svstem began to contract as
lenders judged some of the poorest countries
too risky for new loans.

With some exceptions, the 1980s have
been years of development crisis. Overall
growth rates in the developing countries, with
the exception of the newly industrialized
countries, dramatically decreased. For many
countries, this decade has produced eco-
nomic stagnation and new human suffering.
Per capita income fell appreciably in most of
Africa and much of Latin America.

The international response to the devel-
opment crisis of the [980s has been programs
of economic stabilization and adjustment
supported by the donors. These have tried to
help developing countries reorient their poli-
cies to face the constraints of debt and
reduced resource flows. These programs
were a necessary response to chronic balance
of payments crises facing many developing
countries, but they have not been sufficient to
spur renewed development. At the same time,
they have been the source of mounting ten-
sion concerning international economic pol-
icy among the developing countrics, the

Net resource transfers to developing
countries, 1973 to 1987
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industrial countries, and major international
financial institutions. There is a growing con-
sensus: renewed growth is not possible so
long as net capital flows are negative for
many developing countries.

The problems of poverty remain press-
ing. But poverty itself has changed radically in
recent years in the Third World. For some
among the poor, conditions have worsened
recently due to economic depression. The
move away from farms has lessened food
secunty for many, machines have replaced
labor, and new technologies have replaced
commodities. At the same time, many of the
poor now live longer, have better access to
basic hiealth and education services, are cas-
ier to reach through improved comraunica-
tions systems, and in many areas are better



organized. Aid donors and governments have
learned a great deal about better antipoverty
strategies.  Nevertheless these new ap-
proaches barely keep pace witi the dynamic
evolution of the problems of the poor.

During the past forty years one of the
most radical transformations in history has
gathered momentum: the transformation of
women's yoles and opportunitics in society.
\Women today live fonger, have fewer chil-
dren, and are more likely to be literate. to
work outside the home, and to have poliacal
and legal nights. An international consensus has
crerged that it is necessary to create opportuni-
tics for the full and cqual participation of women
it all sectois.

Another significant change in the devel-

oping countries is that increasing numbers of

nongovenmmental organizations  are emerging
with capacity to plan and carry out programs in
low cost, participatory wavs that conventional
programs have had difficulty attaining. They
can catalyze development as well as provide
services, explore alternative approaches, and
expand institutional capabilities.

We have seen an increase in managerial,
technical, and scicntific capabilitics amd strong
creveiopinent-oricnted institutions in some parts
of the developing world. The existence of this
core of trained and skilled personnel necessi-
tates new norms of equality between donors
and recipients and apens up a range of poten-
tial relationships based upon more direct
mutual benefit, lying outside of the purview of
forcign assistaiice per se.

Atthe same time, rapidly changing tech-
nology in the industrialized economies has
challenged the still relatively small scientific
and industrial establishments in most Third
World countries 1o keep competitive. The
world is on the verge of a new Industrial Rev-
olution. It is likely to weaken the demand for

traditional raw materials and put poor coun-
trics at an increasing scientific disadvantage
in a more competitive global economy. The
loss of markets to new technologies  (for
example, copper to fiber optics) is a likely
result. This poses a difficult challenge to those
countries relying strongly ori - international
markets in the vears ahead.

Real commodity prices, 1970 to [987
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The politics of the developing countries have
also changed in several ways. The concept
“Third World"itseif is losing force. itoriginally
denoted a set of widely shared <naracteristics
and a critical political moveraent. Both cle-
ments of the definition now have less
couency. How useful is i, for example, to
growyrin the same category a newly industri-
alized state like South Korea, an impoverished
African state such as the Sudan, and a Carib-
bean microstate like Barbados?

For many countries, the very success of
development has led them to confront a new
range of issues and problems quite different
from those that the poorest and least devel-
oped still face. The idea of a “Third World”
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still has some political meaning, but it is not
very useful for practical planning of develop-
ment cooperation in the 1990s. We use the
term in this report for lack of a better way to
designate casily a large and varied group of
countries that over the years have received
LLS. development assistance.

In-many developing countries,  adjust-
ment has caused a critical reevaluation of
their own perforimance in promoting growth
and development. Thereis also recognition of
the degradation of the environment and the
harm caused by high population  growth
rates. Many countries have ceased blaming
the West for all failures and have accepted
their own responsibility for shortcomings in
development, including domestic policy fail-
ures and corruption. In the varied regions of the
developing world, there is a creative quest for
pragmatic solutions to development problems.
This attitudinal shift bodes well.

Although the international context for
development is less positive today than in the
recent past, developing countries now have a
rich legacy of experience, both in projects and
policies, from which to draw in future plan-
ning. We can point out many internationally
supported success stories: large-scale public
health campaigns such as smallpox eradica-
tion and oral rehydration to treat diarrheal
discase; broad-based improvements in agri-
cultural productivity in much of Asia as a
result of the Green Revolution's introduction
of high-vielding grain varicties and related
technology: and the vast experience of
smaller-scale projects. In Asia and Latin
America we can point to countries that have
graduated as recipients to become potential
aid donors. This rarge of successful policies and
cfforts in all parts of the developing world offers
lessons for the future. Demonstrably, develop-
ment has a positive learning curve. One of the
lessons is the need for patience; change is not
an overnight process.

CHANGES IN THE UL.S.
POSITION

In 1988, Americans have been engaging
in a national debate concerning the status of
American power in the contemporary world.
Is America in decline? If so, what are the
implications? These basic questions are
under discussion more now’ inan ever before.

Thc role of the United States in the develop-
ing world iz being questioned. There are those
both here and abroad who frave written off the
United States as a force for development. We
believe that this is wrong. To the contrary, the
United States has both a large stake in inter-
national development and a wide range of
strengths and capabilities that can contribute
to the process.

If power is defined in a purely relative
manner, then any other nation's success
diminishes ours. But the entire postwar expe-
rience challenges so narrow a concept of
power. Our success contributed to the suc-
cess of others and drew strength from it. As a
result, we now live in a world that is both
more competitive and more demanding of
international cooperation as we respond to
common problems and challenges. 1t is a
world that demands more mature relations,
both between the ULS. and the other indus-
trial countries and with the nations of the
developing world. Statesmanship in the 1990s
must artfully blend the competitive elements
of international relations with the cooperative
ones. This will be as true in the area of inter-
national development as in other aspec's of
forcigr: policy.




Ina dramatic change from past decades, the
LLS. has new become the world's largest debtor.
Budget, trade, and financial imbalances
threaten both the fong-term patential of the
LLS. cconomy and the world economy at
large. We need to make more efficient use of
available resources in government and pri-
vate-sector activities, including those involv-
ing the developing world. \We simply must do
betterwith what we have.

America’s capacity to participate cffectively
it development cooperation activities with the
Third World has increased. Particularly in areas
of applied science and rechnology - i.c., in
ficlds such as agriculture and farming sys-
tems, health, and environmental science — the
range and depth of American capabilitics to
match Third \World needs is greater than ever
before. American universities, research insti-
tutions, and corporations are at the forefront,
expanding scientific knowledge of direct
importance to a wide range of developing
countrics. But the ability of the U.S. to har-
ness this capacity has been constrained by
our awn indebtedness. the budget deficit, and
waning support for foreign assistance.

A recent survey reconfirms that Ameri-
cans are ambivalent toward Third \World
development. On the one hand, they are
uncertain about foreign assistance; on the
other, they support global humanitarian
activities. In the 1980s, Americans reasserted
their traditional commitment to improving
global well-being, especially of the under-
privileged and oppressed. The generous
response by the American public to the Afri-
can drought of the mid-1980s dramatically
showed this. But more importantly, in the
1980s nongovernmental organizations ex-
panded their roles in international develop-
ment. And on university campuses across our
nation, there is a renewed interest in the
Peace Corps and in career opportunities in
development.

Kinds of aid programs favored by the LLS.
public, 1986
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L AMPLICATIONS FOR LULS.
INTERESTS

These recent and profound  changes
must lead us to reappraise carefully our inter-
estin the Third World and its development.
Most broadly, our interest lies in the growth of
a healthy global svstem that will help to sus-
tain the values we cherish. By any measure,
the Third \World is now an important part of
that system. \What happens in Latin America.
Asia. Africa. and the Middle East makes a
substantial difference as we strive to build a
world in which broad-based  economic
growth oceurs, poverty lessens, and the envi-
ronment improves. We do, indeed, have the
largest stake in such a world, and conditions
prevailing in - developing countries are an
important pait of that world.

If the LS. is to plav its role well, we must
forge a new natonal consensus on the impor-
tance of Third \Norld issues and international
development goals: andwe must chart our course
sensitively, marshalling our capabilitics in recog-
nition of new circtumstances. There are humani-
taricn, cconomic. and political interests at the
basc of such a consensus. \What are these inter-
osts?

The bywords of the late 1980s in the UL.S.
have been ecconomicinterdependence and the
need for competitiveness. But few Americans,
even among our leading policy makers, are
aware of the degree to which this interde-
pendence includes the developing countries.
Before the debt crisis, which inhibited devel-
oping countrics’ consumption of American
goods and services, the Third \World was our
most rapidly growing market. In the carly
1980s, the Third World purchased forty per-
cent of all American exports. In fact, invest-
ment in growth in developing countries has
had a more rapid and positive impact on our
trade than similar investments in the older

industrial cconomies. LLS. agricultural sales
to South Korea, until recently a recipient of
LLS. aid. in one year exceeded in value all of
the .- 480 aid flow ever provided to that
country. Thus, as we approach a new decade,
growving interdependence means that the ULS.
las an increasing stake in a healthy global econ-
omy, it which the Thind World plays a significant
role.

LLS. exports to industrial countries and
developing countries, 1970-1986
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We have both an economic and a
humanitarian interest in seeing that the world
grows cconomically with minimum damage
to the naturaf environment. In an ecologically
interdependent global system, severe damage
to the environment in one region affects other
regions. Recovery from environmental devas-~
tation, if possible at all, will be costly to all
countries, including the United States. So the
attack on global environmental damage must
include attention to what is happening in the
Third World.




With others. including developing coun-
irics, we shaican interestin maintaining a global
cconontic svstem that cnables our tvpe of narket -
oricrted cconomy 1o continge amd 1o prosper. \We
benefit and so da others. when trade is rela-
tively open, when commercial transactions
proceced through drderly rules of trade and
finance, and when the rules for settling dis-
putes and shipping poods are widely under-
stood and aceepted.

\WVe also have a national economic inter-
est in the resolution of the Third World debt
crisis. The massive debt in a number of Latin
American countries, in particular, represents
the Achilles heel of the global financial struc-
ture as well as a majoar constraint on our abil-
ity to expand exports in order to reduce the
trade deficit.

The United States also has importarit politi-
cal interests in developing countrics. Some are
more politically and strategically important
than others, but potentially we have at least
some interest i all. This becomes apparent
when one realizes the extent to which we
have become involved militarily since World
War I, not in the \Western \World (the indus-
trial and cconomically advanced countries),
butin Asia, the Middle East, and Latin Amer-
ica. Tensions in these arcas have miounted to
the political and military boiling points.

In the world we wish to pass on to the
next generation, we seek to premote and pro-
tect vatues of widespread citizen participa-
tion, respect for civil and human rights, and
rule of law. Fortunately, as we approach the
last decade of the century, the world is clearly
moving toward more open societies that will
pay more respect to these values.

The ULS. has aninterest in cooperating with

the Third World in the resolution of a scries of

pressing contempaorary problems. Some of these
are domestic prelems with an international
dimension: drugs, crime, and diseases such
as AIDS. Developing countries do nat cause
these problems, but cooperation wwith these

countries must be part of our strategy for
attacking the problems. Some prablems are
international but affect the quality of life at
home: maintaining a fivable global environ-
ment. controlling infectious diseases. climi-
nating locusts and other infeslations, meeting
the challenge of terrorism, and managing
common property. All require a multinational
approach as part of the solution. Since Third
World countries are a majority in many inter-
national agencies that address these prab-
lems, they are, therefore, politically important
tous.

Americans have alwavs been witlingas a
nation and as individuals to help others. Qur
national self-image dictates that we do our
fair skare to alleviate famine and the worst
aspects of poverty. The citizen response to
the African drought reaffirms this vieww. Televi-
sion pictures of gross inequalitics and poverty
prick our conscience and challenge our vision
of what the world ought to be and our
nation’s role in it. Thus, the very limane val-
wes that form our nation's basic fiber dictate
that we offer a hand and dowhat we can to
alleviate poverty.

For all of these reasons, we have an
important interest in a wide array of Third
World countrics and in their development.
Just as the arrav includes the poor at one end
and the more advanced  at the other, our
response must vary and the tools available
must be numerous and well desigred. Inlight
of these national interests. what are the impli-
cations of the changes of recent years for LLS.
development programs and policies in the
next decade?

These changes make it clear that our
nation must conceive these programs in a
much broader context than has been the case
in the past. The Thind \World is too important a
component of the global cconomy and cnviron-
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micht to be snalvzed in isolation. Thus, any scri-
eus LS. approach to Third World problems in
the 1990s must go well bevond the cfforts of a
single development agency, central as  the
Agency for International Development, for
example, may be to the process.

Taken together, these changes - interna-
tionally, in the Third \World, and in the U.S. — call
us to rethink fundamentally the meaning of our
national sccurity. Inan earlier era. strategic
and military considerations dominated the
concept of security. Today, it rests also on
protecting the global environment, maintain-
ing a viable global ecc nomic order, and deal-
ing effectively with such  widespread
problems as drugs. crime, and discase. These
could be as ovenwhelming to our societal
well-being as military actions or confronta-
tions. All call us to cooperate worldwide.
Without such cooperation our future is,
indeed, insecure.

An American President must develop a
broad understanding of the Third World and
its importance tous. To ignore these countries
poses unnecessary risk. \We must beware lest
an epicode that we little understand involves
us in a major confrontation. \What post-
World War 1l President has not become seri-
ously embroiled in Third World areas - in
South Korea, Southeast Asia, the Middle East,
or Central America? Is there a post-war Presi-
dentwho did not suffer serious loss of reputa-
tion in the process?

Another advantage to our taking a lead-
ing role in development is this. \We associate
with people and forces in the developing
world that are most likely to seek the type of
global economic and political system that
would support our owwn goals and values. At
the very pragmatic level, our development
cooperation programs open doors for Ameri-
cans - both official and vnofficial. American
ambassadors to Third World countries can

cite numerous examples. At the more practi-
cal and competitive level, our aid programs
have permitted us to match, or even push up,
the contributions of the many others who are
now investing in development programs. This
has been to our political and economic gain.
And at the more idealistic level, our role at the
forefront of development thinking and action
satisfies our needs to help others who at this
Jdmein history are less fortunate.

So the answer to "\Vhy should we have a
leading role in development?” is ivofold: it is right
to do so becausc itis in line with our values and it
is practical to do so because it works to our
national advantage. The cancerns as we enter the
19005 are not “should™ but “what™ and “how";
the issues are those of effectiveness, scope, and
stvle appropricte to the 1990s and a new century.




- hat Should Be the Main Lirnes of ULS.
Dcvelopment Cooperation in the 1990s?

Ve now tum to consider the arrav o
activities to encourage growth, to protect the
environment, and to alleviate poverty. These
goals will be difficuft to realizer we can
achieve nane through simple actions. In our
view, the LLS. invits own interest must be pre-
pared torespandtovarving needs. not to limit
its response to onlya narrow band of choices.
However, in cach country or region. depend-
g on WS interests and our comparative
advantages, different combinations of LS.
efforts should be emploved. We will have
o make hard choices in view of mit-
ed resources and concentrate on things we
Jdowvell.

THECONTEXT FOR
(_OOI’I;I\/\'I'IOA\'

\Why are some Third World countries
progrressing and others not? The answer con-
tains a bundle of virtues and sins. Sound
development depends on the abilite and motiva -
tion of people, prudent policies, well functioning
institations, amd sustaviable use of natuaral
resorees. Goad aevelopment strategies must
build on multiple talents within socictios and
take advantage of external as well asinternal
ccenomic opportunities. Domestic political
trangdlity and a political dyvnamic that per-
mits fresh thinking are essential,

Qver the last decade recognition of the
importance of these factors has increased
markedly ~ and this is to the good. Unfortu-
nately, financial constraints have sometimes
prevented action based on this neww wisdom.
In other cases. local elites have siphoned orf
powver and resources to nonproductive ends
inhibiting or stifling opportunities for wide-
spread progress. On balance, the good news
outiveighs the bad, but it would be naive to
ignore the difficulties. On the contrary. a
sound policy of development cooperation will
work through or around them: history has
shown the difficulties should not be consid-
ered msurmountable,

Contrary to the general impression, the
Third World itsclf finances the vast bulk of devel -
opment inthe Third World. Aid programs con-
tribute altogether only about 10 percent of the
Third World's total development investment.
(In many countries the proportion is much
higher - as in Sub-Saharan Africa.) foreign
talent and financial resources often provide
an impetus that would  othenvise not be
present. The primary contribution forcign
donors can make is quality assistance, since
quantitv, by any measure, is modest compared to
total imvestments and problems addressed.

The quality issue is of special impar-
tance to the LLS. as we approach a new dec-
ade. There are many other bilateral and
multilateral donors. The LLS. share is dimin-
ishing. If we wish to serve our purpases and
the needs of development, we must pay par-
ticular attention to the quality of what we
offer. Because of this, our project examined
not only what Third \Varld countries ask of
us, but also the main strengths we canoffer in
response in the 199Qs,

GUIDELINES FOR
COOPERATION

At the outset we stated three goals of a
development cooperation program for the
19905, They are interrelated but not equally
applicable in every Third World country. As
we move toward these goals, we should do so
within certain guidelines.

Qur programs should be cast in long-
ternn perspective. Nosttasks cannot be accom-
plished in three or even five years. In some
cases we must consider the proper planning
cveie to be ten vears or more. I relatively
advanced situations, we should encourage
long-term linkages and networks.

Development cooperation between the
LIS and Third World nations shauld involve
the public, private, and voluntary sectors boti in
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the LLS. and abroad. There will be consider-
able variance from one country to anothe
the balance. But a mix of the three will be the
common patteri.

LS. involvement must respond to real
needs and o inforsed voices in developing
countries. These voices will come from vari-
ous sources. Not all needs can or should be
answered by a ULS. bilateral response. But we
should offer no response unless needs ema-
nate from the country. \WVith rare exception,
we should not design bilateral programs on
our own diagnosis or initiative, with oniy pas-
sive approval coming from the country.

Our program should be capabic of
diverse responses. The situation should guide
our response. \We should design program
instruments and management arrghgements
with this flexibility.

We should work in wavsgthat would
strengthen the growth of pluraiism in Third
Waorld societies. \We should consciously
include. therefore, a numbc;'/ of nongovern-
mental organizations, private-sector entitics
and other decentralized urits as often as fea-
sible in planning and }ﬁplcmcnting coop-
eration. &

Qur responses to developing countries
should be both bilateral and multilateral. Both
have advantages. Multilateral agencies are
best in some circumstances (such as the
Waorld Bank for macroeconomic adjustment
and the WHO for smallpox eradication): bilat-
cral LLS. programs are best in other situa-
tions.

Finally and above all, our programs in
the decade ahead must reflect a commitment
to cooperation for development. This pervasive
theme must guide our actions with the poor-
est countries, where certain assistance in-
struments will still be appropriate, including
straightforwara relief at times, as well as with
those countries at a more advanced stage.
where cooperative linkages and joint research
on global problems may be the predominant
pattern. \We must be willing to plan jointly,
establish goals together, and share financing
and other responsibilities. This cooperative

style must prevail and become the basis of
our interaction with the Third World in the
1990s. As countries  progress, we should
cncourage  programs  providing  mutual
benefits.

What do we mean by cooperation and
mrtual gain? What would be new in development
cooperation programs based on mutual benefit?
First and foremost, both sides would expect
results to further their own interests. The
activities themselves, carried out by public or
private agencies or institutions on cach side,
might include research, training, explorations
of the use of technology, joint business or
educational ventures, and a range of other
possibilities. Each party would share in defin-
ing. planning, and operating. Each would
share financing on some negotiated basis. As
a part of such an approach, we would expect
the formation of some multi-country endeav-
ors and, perhaps, regional netwarks.

The role of the LLS. development coop-
cration agency would be to facilitate and
encourage such projects at the outset, help to
bring the parties together, and, in some
instances, provide temporary support or con-
tingency finances.

URGENT ISSUES

Before we suggest four important sub-
stantive themes for LLS. development cooper-
ation for the 1990s and a number of
approaches to them, we feel that urgent
attention must be directed to three tasks.
They concern development but go far beyond.
They require more than W.S. action and,
within the American official stance, far more
than just development agency action.

Third \World Debt

In the summer of 1982, when the Gov-
ernment of Mexico announced that it would
not be able to meet its foreign debt-service
obligations, the Third World debt crisis



began. Since then, the debt crisis has been
prevented from escalating into a crisis of the
entire international financial system. But the
debt strategy of the INMF and World Bank, in
which loans have been disbursed in return for
recipient government initiatives to stahilize
and adjust their economies, have failed to
resolve the crisis and, in particular, to restore
acceptable rates of economic grovwth. i many
countrics there is too much truth to Julius
Nverere's haunting question: “Nust we stane our
children to pav our debts?”

Debt-GNP ratios in developing countiices,
1975 to 1987
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In the 1990s, for a substantial number of
Latin American and African countries, real
development progress will depend upon
reducing the burden of debt service. Politi-
cally, the debt is the source of increasing anti-
American demagoguery. The Third World
debt burden also hurts the global economy at
large and the American economy because it
restrains further expansion of U.S. exports to

the developing countries. Thus, there is a
strong case for new initiatives to break the
bottleneck of the Third World debt crisis.

We [eave to others the writing of the pre-
scription to case this difficult, complicated
problem. \We do note, however, that in the
past several vears market forces have lowered
the value of Third World debt. A secondary
market, at large discounts, has developed,
and stock values of those financial institutions
with neavy Third World evposures have
weakened. This market devaluation of Third
World debt offers new opportunitics for debt
management. The task is to create mecha-
nisms and epportunities for the indebted
countries themselves to reap a share in the de
facto market devaluations. Such a solution
calls for LLS. leadership.

In recent months. we have seen a num-
ber of innovative plans tabled based on this
general principal. Most see a vital role for the
World Bank as the institution that has long
combined financial acumen with a deep com-
mitment to development. Although not endors-
ing a specific proposal, we urge that the LULS.
government thoroughly explore options with an
cve on support for such initiatives.

Why is the debt issue germane to con-
sideration of ULS. development cooperation?
Because it is fundamental to the prospects for
development and, more technically, relates
potentially to use of foreign assistance
accounts and, possibly, to past foreign aid
loan repayment. Failure to find viable solu-
tions to the debt problem will mean another
lost decade for development in much of Africa
and Latin America as well as continuing limits
on our ability to restore balance to our own
external economic relations.

A f rica

Africa presents a second set of urgent
issues. Although a handful of sub-Saharan
countries have achieved and maintained
development progress. Africa generally is in
crisis. For two decades, population growth
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has outstripped  agricultural productivity.
During this time. two major famines have
swept across the continent. Economic growth
rates have plummeted. \We do not exaggerate
when we say that the basic building blocks of
socictics — education, food, and heaith - are
atrisk in large parts of sub-Saharan Africa.

Per capita food production, 1961-65 to
1983
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Africa also faces an immense environ-
mental crisis including deteriorating soil fertil-
ity, vast arcas where scrub brush and forest
have been removed, rapidly advancing des-
erts, and diminishing groundwater supplies.
Whole peoples, such as Africa’s thirty million
pastoralists, are in jeopardy.

Linless deteriorating conditions are
turned around, an increasing number of Afri-
can countries will suffer economic stagna-
tion, increasing poverty, environmental
degradation, and decay of their already fragile
social and political institutions. Shouid this
occur, not only will a major continent become
increasingly marginal to the international

cconomy and society, but the lives of millions
of Africans will be unbearably bleak. \We can-
not stand by and watch Africa move to wide-
spread disaster. Qur sense of humanity will not
perniit it

\What is to be done, and what role
should the U.S. play? Sub-Saharan Africa’s
plight does not call for simple or cheap solu-
tions. The subcontinent’s complex problems
must be attacked on a number of fronts. Basic
policy, institutional, and infrastructure ques-
tions must be addressed. Long-term actions
to cope with long-term agricultural, environ-
mental,  population, and human resource
development problems are needed.

\We must encourage attention on five
fronts:

Sharply reduce debt burdens for many
countries. Muci of this debt is from
official agencies rather than private
banks, so the negotiations take on a
special character.

- Lay the base for locally relevant
agricultural research. Africa’s stockpile
of agricultural scientists is the
thinnest of any comparable area and
is an unacceptably small legacy for
its future.

Address health and population
problems that are interrelated but
demand both independent and joint
action,

Confront Africa’s environ:nental
degradation directly. Africa needs
sustainable agricuftural practices and
national and local projects to reforest
and stop deserts.

Counter the devastation of continued
warfare in Southern Africa. Prepare the
region for cooperative endeavors,
whether or not South Africa turns
from apartheid in the 1990s.

These urgent tasks wili call for African
governments to carry out their responsibili-
ties effectively. Since the last famine we have




seen a new determination in Africa. a somber
realism about the challengss to be faced.
\With long-term external support, enhanced
by strong LLS. participation. we can reinforce
and accelerate this move to find African solu-
tions to basic problems.

Global Environment

Global environmental issues go well
bevond what an American development
cooperation program can handle. They call
for concertedinternational efforts and a major
role for the United States both in reforming its
own domestic performance and in helping to
construct effective international action. \Vith-
out such an approach, the long-term viability
of a good many international development
strategies is open to serious doubt.

The international community must bring
together  sufficient scientific and political
power to launch a credible global strawgy
commensurate with the global problems now
becoming manifest. Among possibilitics to be
considered are an international summit meet-
ing on the environment and an expanded
mandate for the UN Environment Program.
Such considerations must proceed in a spirit of
urgency and clear vision as to the potential scope
of the problems.

21 SUBSTANTIVE CONTENT
OF FUTURE LLS. PROGRANIS

In view of the wide array of conditions that
prevail in Third \World countries, we stould be
prepared to apply a range of approaches. in
some of the poorest countries, our coopera-
tion will tocus heavily on alleviating poverty,
expanding productivity, and building capacity
for growth. In the more advanced countries,
our attention should focus on mutually bene-
ficial gain, including trade development, joint
rescarch, and encrgy efficiency. At whatever

level, our substantive cfforts should draw on our
comparative advantages within certain conmon
thicmes.

\We are not suggesting that all four of the
themes e are proposing provide an abrupt
break with the past. There is no reason to expect
to identifv completelv naw wavs to approach
problemis that are, in most cases, not new in the
world. Gi the contrary, we urge building on
the past. learning from our experiences, and
applving these lessons in new ways and with
sharper focus to gain greater cffect. In the
process, e should stop doing wiat we are not
doing well.

The four themes that we suggest were
drawn from the colloquia and analyses that
have been part of this project. They are our
best estimate of developing country needs in
the 1090s and key on the areas that provide
the most opportunity wor the LLS. to contrib-
ute — and to gain. The first two are continuing
themes of the past; the latter two are new
major emphases and reflect the needs of the
future. They are as follows:

Physical Well-Being: Health and
Population

Sustainable Food Supplies:
Agriculture, Forestry, and
Agro-industry

Enhancing the Environment
Urban Development

Fach of these four can proceed on a
basis of cooperation for mutual gain. But cach
is iinportant, also, for attacking poverty con-
ditions. Historically, the alleviation of poverty
and the expansion of opportunitics for
mutual gain go hand in hand as poor coun-
tries grow economically. We have already
referred to the example of South Korea, but
we can alse cite other countries in Latin
America and Asia. This progression has
occurred often enough to justify some con-
fidence.

Reducing poverty is difficult. If it were
open to a quick fix. poverty would have been
climinated years ago. Poverty cannot be
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reduced for long without expanding produc-
tion. For poverty to be alleviated, growth must
be promoted and wise use made of the
resource base. Economic opportunity must
be expanded. The right incentives for growth
and the basic physical and market infrastruc-
tures must be provided. There must be a
sense of broad sharing of results as well.
Finally, an investment must be made in peo-
ple's health and education. People must have
access to resources and technology and to the
benefits of expanded productivity.

Qur increasingly interdependent world
provides daily illustrations that the actions of
the North in general (and often the LLS. in
particular; can greatly affect the prospects for
the alleviation of poverty in the South. Thus,
we call for an integrated set of policies, not
just development programs. that address
both international and domestic constraints
to lessening poverty.

With this as background. we describe
the substantive themes that we find to be
appropriate to the situation of the 1990s. Rel-
evant colloquia have produced more detail
and substance than we can provide in the
summaries that follow.

Physical Well-Being: Health
and Population

Health

Since World War 1l we have seen dra-
matic improvements in human well-being
and a remarkable increase in life spans,
achieved in large measure by wide dissemi-
nation of biomedical technologies such as
antibiotics and insecticides coupled with the
development of basic health infrastructures.
In recent years, however, profound economic
changes combined with the global emergence
of new health problems such as AIDS, sub-
stance abuse, and illnesses related to envi-
ronmental degradation are causing a major
reconsideration of health policies and strat-
cgies.

During the past decade, two key develop-
ments have led to important redirections and
strategics for provision of health services. First,
there is the primary health care movement that
is producing a shift from the traditional
emphasis on costly curative care services to
vastly more cost-effective community-based
interventions and affordable primary care
services. Second, there are the revolutionary
developments in biomedical research that offer
promise of dramatic advances in dealing with
many of the most serious health problems of
mankind.

We believe the public health experts
with whom we have consulted are correct in
identifying tive following strategic approaches
for LLS. policics and programs in the decade
ahead.

Technology development and  transfer.
[ffective and inexpensive technologies are the
keys to primary health care improvement.
The new research tools in immunology and
molecular biology offer the promise of a
larger array of chemotherapeutic agents, vac-
cines, and diagnostic tests that have the
potential of markedly transforming health
conditions in tropical countries. To assure
that potential benefits of biomedical advances
reach developing countries, we must encour-
age a close liaison among basic scientists,
epidemiologists, and social scientists. Re-
search must be directed toward the produc-
tion of the most appropriate tools for disease
control in the developing country setting. This
effort is severely hampered by a shortage of
trained and experienced researchers both in
the U.S. and the developing world, a shortage
that we must address and help correct.

©Primary health carc program implemen-
tation. Effective PHC programs require
strengthened  leadership and management
capacity in ministries of health to establish
policies and define strategies to improve
health. These activitics will require vast
improvements in professional and technical
skills in fields such as epidemiology, opera-



tions research, economic analysis, and finan-
cial management. Furthermore, health pro-
grams must be operationally decentralized to
assure that effective and affordable services
are available to communities and families.
There is a need to reorient health training to
develop a new cadre of professionals with the
requisite skills to meet these needs of primary
health care programs.

Strengthening the global cffort. Efficient
use of tight LLS. funding will require strength-
ening capabilities to mobilize technical. man-
agerial, and financial resources available
nationally and internationally. We must
increase cfforts to atilize these resources effec-
tivelv. Academic centers in the United States
have substantial resources and potential for
conducting biomedical research and exten-
sive capacity for training and assisting
researchers from developing countries. Non-
governmental organizations are also sources of
strength and are making innovative contribu-
tions in the health area. They are especially
suitable for flexible action and creative
research and training. Commercial enterprises,
because of their 'ang-term interests in coun-
tries where they operate, represent another
stable resource base we should call uporn.
Multilateral agencies such as the WHO, UNICEF
and the UNIFPA bring strength in their ability to
discern a worldwide strategy on issues that
transcend national boundaries such as pri-
mary health care, child survival, population,
and, most recently, the global AIDS program.
We must devote far more attention to increas-
ing the coordination of these U.S. and inter-
national resources to effectively address
health problems on a global basis. We should
also cooperate on vertical campaigns empha-
sizing targeted interventions such as
UNICEF's campaign to reduce sharply the
rates of infant mortality.

We must strengthen capacities to set
prioritics, plan strategically, and provide
financial analys:s in the developing countries

as well as in the donor community. In such
matters, the health commumity should  study
other successful and innovative organizational
arrangements, such as the Consultative Group on
International Agricultural Rescarch, which is
addressing - international - agricultural - research
and program needs.

Population

The world’s pepulation will grow by another
billion people i the 1990s. No one greets this as
good naws. Nations cannot achieve the social
and economic goals they seck with extremely
high population growth. That is why some
sixty-four developing countries have policies
favoring lower rates of population growth. To
implement these policies, nations are provid-
ing couples with the infermation and means
to plan their families, are improving maternal
and child health, and are iinking populaticn
programs to the other key aspects of their
planning. ec.g., cnvironmental issues. food
policies, and educational services.

Past and projected world population,
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The number of couples in the developing
world (excluding China) using effective family
planning is expected to more than triple from
120 million at present to 390 million by the
yedr 20000 To meet this demand requires
rapid expansion of all aspects of service
delivery.

Successful population programs depend on
the commitment and resources of countrics them-
selves. But although this commitment is abso-
lutely necessary. it s often insufficient. The
support of the international comnnity has been
vital to bolstering national resolve and provid-
ing resources for successful long-term pro-
grams. The LS. Agency for International
Development has been the acknowledged
feader in this effort. In the 1990s we belicve it
imperative to reaftirm the historic American
commitment to family planning. Particularly,
we should resume support of the two most
widely connected an! respected population
agencies: the UN Fund for Population Activi-
ties and the International Planned Parenthood
Federation.

Sustainable Food Supplies:
Agriculture and Forestry

Given the growth of grain production in
the world in recent years, we know that hun-
ger results from poverty and environmental
degradation, not just from a lack of produc-
tion of food. Deaths from starvation and mal-
nutrition still outnumber deaths from  all
wars. Yet the war on hunger goes on at an
intolerably slow pace in a world of substantial
wealth.

tntil early in the next century, most
Third World people will still live in rural areas.
Poverty alleviation will be necessary in rural
areas where, by all indicators. the less well-
off will continue to live in largest numbers.
Particularly for the poorer countrics, agricultural
growth will fead cco::omic growth.

In recent years policy makers have
linked the term “sustainable”™ with recom-
mended policies for agriculture and rural
development. We need major policy changs,
indeed new development strategics, to restore
and protect the water, land, and forests on
which the survival of the rural poor depends.
If the poor are to benefit from new strategies,
they will need access to low-cost technolo-
gies, information, and credit, as well as
enhanced security for their lands. Policies
must not only provide for sustainable produc-
tior: in often marginal, poorly watered lands
but must provide for restoration of damage in
many lands heavily eroded and degraded.

The U.S. has traditionally placed food and
agriculture programs in the Thizd World at high
priority. We must continue to do so in view of the
needs, the basic nature of the sector, and the
knowledge and techmology available in this coun-
try. Our attention should be given to research,
to policy analysis that underpins programs to
attain food security, and to training and insti-
tution building in selected countries and
regions.

Major gains in the production of food
can be attained in the years ahead. Food
security for practically all of the world's poor
should be attainable in the 1990s, with the
exception of those living in sub-Saharan
Africa, which has a less beneficent climate
and greater environmental degradation. This
process will require a second Green Revolu-
tion, a gene revolution, which assures higher
productivity to the marginal farmer and better
protection of the resource base. Even so, not
all areas will be food self-sufficient at all
times. This means that many areas must fos-
ter nonfarm employment and nonagricultural
productivity in rural areas, including agricul-
tural processing, storage, and transport.

To have real meaning, the gains in rural
areas must be sustainable and must reach the
poor both as producers and as consumers.
The poor must have imore purchasing power
if they are to improve their nutritional well-
being. A start has been made through
research focused on needs of the poor, agri-



cultural price policies beneficial to small
farmers, and agricultural credit and extension
services directed to women and men who
farm on a small scale. \We must do more in
thesce areas.

Agricultural research has consistently Tad
one of the very highest rates of return to devdlop-
ment, but it stifl suffers from serious underiticest-
ment. some countries still need to build
training and research capacities. and others
need to sustain cooperative linages and net-
warks to assure continued quality and target-
ing of effort. The countries themselves and
the danors need to renew their dedication to
rapid development of national research
capacities in the developing countries. The
important role of the International Agricul-
tural Research Centers must be maintained.
Thieir research needs to be devoted increas-
ingly to problems of marginal and degraded
arcas. We should encourage and support
universities and other agricultural rescarch
institutions in the industrialized nations,
especially those in the LS., to give priority to
wsearch that addresses needs in developing
ountries. The Collaborative Research Sup-
port Program has been innovative and helpful
in this respect.

Forestry is important for several reasons: for

rural developmient, through the production of

fodder and housing materials; for production of
reneivalle cnergy supplics: and for countering
adverse global - cnvironmental trends. In the
vears ahead planting of trees on farms will be
one of the most efficient wavs to restore and
sustain local woad supplies, promaoting refor-
estation and improved crop productivity. The
LLS. has much to offer in these efforts. and an
active program in the 199¢s could have sub-
stantial impact.

At the same time that nations strive to
provide foad security for their peoples, we
must continue to provide concessionaity
financed food to cover frod deficits in the
poorer countries. LS. programs under PL.-
480 provide significant potential to suppiyv
foad for particularly needy groups. Reform of

these programs (discussed below) may well
be necessary if we are also to preclude disin-
centives to production, to reach targeted
groups, ana to expand secondary benefits,
such as food-for-work programs.

Ervirommental Improvenient

Agriculture and all other programs in
Third World countries should be environ-
mentally sensitive. There are aiso other global
environmental issues that merit special atten-
tion, especially the restoration and protection
of tropical forests and the environmental
problems associated with encrgy production
including the greenhouse effect. Attention to
these global concerns was singled out above
as an urgent issue.

People do not understand the scope of the
civironmental challenge facing the world.
Although single trends are oftein scen, rarely do
we rasp the cumudative natere of the adverse
trends b temperature, radiaiion, pollution of the
air, soil amd water, desertificaton, deforestation,
and species reduction. They add up to a global
environmentai crisis rapidly gaining in inten-
sity. The U.N. Food and Agriculture Organiza-
tion predicts that, by -he end of the century,
29 percent of the productivity of rain-fed
croptands will be lost becatise the nutrient
and urganic matier in the soil are depleted or
the land is degraded. poliuted, or croded.

In the developing world, ten trees are cut
down for every one hat is replaced (29 for
one in sub-Saharan Africa). and forest animal
and plant species are disappearing at an
unprecedented  rate. Fuel-wood  shortages
now affect an estimated 1.5 billion peaple in
sinty-three countries. Often old strategies to
attack these problems — settlement of fragile
tropical forests, large dams. and continuous
irrigation schemes - failed because they
could not be sustained economically or eco-
wgically over the leng run. Although the scale
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of these problems is beyond the ability of pro-
grams of .S, development cooperation
alone, the LS. can provede leadership iniden-
tifving and analyzing such problems and
developing strategies to deat with them.

There is a need to build capabilities to
provide reliable analyses to Third World gov-
ernments, to assure that programs suppaorted
by the U.S. vavernment operate with environ-
raental insight, and to help launch special
programs in Third World countries of
national or global environmental importance.
Among the latter may well be multicountry
programs to protect vital tropical basins and
watersheds. Some special programs in poor
countrics may aim not only at their own envi-
ronmental security but at that of their neigh-
borg, ¢.g.. Nepal vis-a-vis India and coastal
West Africa vis-a-vis interior \West Africa.

Some of these actions will defy conven-
tional economics, conventional obligations of
the state, conventional roles of multilateral
institutions, indced conventional notions of
security. Fresh thinking and innovative action
will be necessary. Business as usual would
mean a virtual neglect of these issues, and
that con be entertained as an option only at
our lor.g-term peril.

Every stage of the development process
needs encrgy and avery way we use energy
affects the environment - in demand on for-
2sts, in health. and in the global atmosphere.
Developing nations spend large proportions
of their capital and foreign exchange on
energy. Their poor spend large portions of
their income and time on houschold fuel and
energy for basic agricultural and industrial
Processes.

The United States, already active in this
arca, should increase attention given to
energy for development activities. This is
especially important for household fuel and
rural development where the requirements of
the poor and the environment are so inti-
mately linked and where large savings can be
realized. This would include developing and
promoting more efficient cook  stoves;

improving kilns, boilers and other equipment
using traditional fuels; developing village
woodlots, on-farm tree growing and other
agro-forestry technigues. The ULS. also has
much to offer developing countries in improv-
ing their analytical and planning techniques
for low-cost energy programs and introduc-
ing renewable sources where practical.

Developing countries will need large
amounts of energy for industrialization, agri-
cultural development, and residential use by
rapidly growing populations. But if they are to
use energy at the rate of the industrialized
countries, five times the present global use
would be required. Clearly, the planet’s eco-
system cannot sustain an increase of this
magnitude. In the decade ahead, therefore, all
energy programs, not just those in Third
World countries, should adhere to sound
principles.

Encrgy issues will become more urgent in
the 1990s. The ULS. should continue its lead-
ership in promating sustainable energy strat-
egies and programs within the multilateral
agencics. We must avoid treating energy
issues as a fad linked only to the prices OPEC
is able or not able to set for oil. For Third
World countries as for the ULS., the issuc s far
more significant and requires long-term, con-
sistent approaches.

Urban Development

In the past, LLS. programs in developing
countries have largely ignored urban issues.
In the decade ahead we urge attention and
couperation to promote growth, lessen pov-
erty, and to seek mutual gain.

We cannot stop the growth of Third
World cities. Eighty-five percent of the Third
World's population growth in the 1990s will
be in urban arcas. Although there can be
many positive benefits to orderly urban
growth, the world's health and environmental




problems will increasingly exist in cities.
Rather than working to retard urban growth,
we should help shape policies to maximize
the cconomic contributions cities make, to
maximize their residents’ well-being, and to
minimize the impact of the concomitants of
urbanization such as air and water pollution.
\We should encourage job creation as a cen-
tral abiective of urban policy. The urban peo-
ple of the Third World are and will be our best
customers, Thus, we have a stake in their
prosperity.
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International financial resources will be
needed, particularly to respond to massive
urban infrastructure needs. There is a signi-
ficant opportunity for new housing to be built
through private initiatives. International
donors can help by drawing upon their com-
parative advantages in urban policy, assisting
in financial and management analyses, and
training those who will set the courses for all
these areas of concern.

Working with others, the U.S. should
play its part. Initially we should be cautious as
we build linkages with sources of LS. exper-
tise, promote policy research, organize dia-
logues with Third World authoritics, and help
with policy development. Our contribution to
urban development must be tactical and should
not contemplate large investments: out it also
should be far more active than at present.

We see mutual gain resulting from  this
sector. Those working on these programs
should fearn how Third World experiences
may be relevant to the U.S. Comparative
urban research and training institutions could
assist in these cfforts.

B2 APPROACHES TO THESE
SUBSTANTIVE AREAS

What approaches should be followed in
addressing these four substantive themes?
\We believe that the United States can help
most by drawing on our national strengths
and our comparative advantages in the fol-
lawing crosscutling activities:

Human Resource Development
Science and Technology
Policy and Institutional Development

Mobilizing Diverse Energies for
Development

In cach, there are strong Third \World
interests where our talents can complement
focal resources. Far the most part, these cut
across all of the substantive areas.

Human Resource Development

Human resource development applies to
cach of the four substantive areas. People are
the bottom line, both as contributors and
recipients of anv successful  development
strategy. Raising general education levels and
expanding the number and diversity of spe-
cialists and trained people is central to the
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outcome of a wide range of development
objectives. More broadly, education lies at the
base of fostering participation and innovation
in society. The degree to which development
programs have effectively mobilized and used
trained people goes far to explain success and
failure of development strategies.

To strengthen a nation’s hunian resources
requires three complementary clements. The first
is the commitment to raise general education lev-
cls. The core of this commitment is to school-
ing for children. The second is the vocational
and advanced training capacity for adolescents
and voung adults, expanding in diversity and
in quantity as the country advances. The third
is the institutional and policy environment capa-
ble of mobilizing and using the nation’s talent
productively and equitably.

Most developing countries face major
difficultics in meeting the demand for expand-
ing amounts and types of education and
training. They suffer from shortages of
resources and lack of sound policies. For the
United States, the pioneer both of high quality
public higher education and of an uncompro-
mising commitment to universal access to
schooling, education is a natural arca for
emphasis in programs of cooperation. Yet for
over a decade there has been ambivalence
resulting in uneven support for our educa-
tional assistance programs. During the dec-
ade ahead we should end the ambivalence.

The importance of basic education 1o
development is not debated. \What the ULS.
can do and should dois debated. \We believe it
is now time to confirm unambiguously our sup-
port for basic cducation for all children and for
the school as the basis for any system of such
education. Second, we would emphasize dia-
fogue on educational quality, policies, and
institutions. \We would stress high-impact
educational inputs. Third, in the poorest
areas, we would emphasize the expansion of
basic social infrastructure, including but 1ot
fimited to schools. Finally, we would encour-

age (through advocacy, coordination, or other
means) the efforts of other donors to assist
basic education even where our programs are
not able to assist financially.

Advanced training is a key to practically
cvery aspect of develepment. It is essential to
build capacity for advanced training in many
ficlds in a number of countries. W particu-
larly call for new institution-building efforts in
Africa and, in a few cases, for strengthening
selected institutions in Asia and Latin Amer-
ica through bilateral efforts.

Third \World students are obviously
attracted to LLS. schools for advanced train-
ing. A large number seek advanced degrees
here. The vast majority are sponsored pri-
vately or by LLS. or home institutions. Some
get help from the U.S. government; their
number should increase in the 1990s. But
Third World institutions must also be
strengthened so that, in the future, these
countrics will depend less on foreign higher
education. The U.S. has a great deal to gain
from innovative and mature cooperation in higher
ciducation and should find wavs to cncourage it.

Finally, we see the building of manage-
ment capacitics as an important component
of a human resource development strategy in
the 1990s. Each of the numerous groups of
experts we consulted as part of this project
said that better management was a key way
to improve development prospects. in cach of
our four rccommended substantive arcas, better
management capacitics will be crucially impor-
tant. Virtually everywhere goeod managers are
needed to provide general administration,
better analysis of policy and finance, and sup-
port for rapid change. This is true in both pri-
vate and public sectors. In some instances,
marticulerly in poarer countries, we should
help to establish institutions to manage key
development functions.

We have strong training and technical
assistance resources to improve managemenit
in the Third World. Increasingly these Ameri-
can strengths should operate as peer sup-
ports to Third World managers through
networking and long-term linkages.




Science and Technology

The science and technology (S&T) gap
between the richer countries and the Third
World accounts far a substantial share of the
income gap. The Third World, with over tvo-
thirds of the world's population, has a mere
I3 percent of its scientists. This limits Third
World ability to create wealth. S&T will
undoubtedly grow as a factor in future ULS.
cooperation with the Third World. In the four
areas identified, S&T is essential to progress.
But S&T also requires separate discussion
because policy questions surrounding it can
be lost if it is merely seen as a part of every-
thing clse.

What does S&T involve? Most see S&T in
terms of physical and biological sciences and
regard the breakthroughs provided by the
Green Revolution and new vaccines as tvpi-
cal. But the contribution of S8T has been
much broader, is generally incremental, not
spectacular, and involves many different
ficlds. The social sciences should also plav a
role by helping to develop strategies that
introduce new technology, assess barriers to
change, and measure impact an people.

The LLS. has major public amd privite scc-
tor strengths in S&T that Third World nations
recognize amd frequenth desire. These cover a
wide range of fields. Biotechnology in its vari-
ous forms now offers much promise. The rap-
idly growing arcas of informatics and
communications are central to many devel-
opnient tasks and will certainly contribute in
the 1990s. LIS, bilateral programs should tic
LS. strengths to Third World oppertunitics and
needs.

Third World countries need to mobilize
and enhance S&T around key national prob-
lems: and they need to create or improve
national policies in ways that productively
link S&T knowledge to development needs.
Some should develop better means of foster-
ing public and private cooperation to encour-
age applications  of S&T o growth.
Furthermore, Third \World scientists, as all

others. must participate in larger S&T net-
works to avoid isolation.

The United States can help with some of
these tasks through traditional modes of
assistance and cooperation. They will vary
from one situation to another and will require
action weli beyond the aid agency. For most
developing countries the process will require
more than short-term consultations and
should also include collaborative research
and application of findings. \Ve sce a number
of LIS, government agencies involved in the
process. The private sector can also play a
productive role. Balancing development and
commercial interests will require sensitive
management. Increasingly, we sce the need
for new mechanisms such as binational foun-
dations, agreements, and ather special link-
ages to foster long-term relationships. The
LIS, has much to draw upon from experience
with creating such linkages. for example
those that exist in India and in Isracl o:id the
relationships being discussed in Thailand.

For the poorest countrics, we  should
help increase capacity through training and
institution building. But often these countries
will have to be shown how to use S&T more
cfficiently and practically. In the more
advanced developing countries, S&T has pro-
aressed to the point where we can pursue
mutual gains. working together on problems
such as global ecology. alternate energy tech-
nologies, discases, agricultural research, as
well as industrial technology issues.

Policy and Institutional
Developrirent

The adjustment crisis of the 1930s will
continue into the 1990s for most developing
countries. \Vith support from donors. many
countries undertook economic policy reforms
aimed at improving the sctting for develop-
ment at the macro and sectoral levels. in the
19905, we must build upon the lessons, both
positive and negative, of these experiences.
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The United States should continue o
cngage in active policy discussions witlh a broad
range of governmental and private sector leaders
it Third World. These activities need to
recognize the lessons of thirty years of policy-
based assistance. There have been both suc-
cesses and notable failures. A general lesson
is that only i countries wish to undertake pol-
icy changes will they do so.

A second lesson is that onlv whicre institu-
tional growth has been commensurate with policy
changes have these changes been sustainable.
successful LLS.~Third World policy dialogue
has occurredwhere the LLS. has put substan-
tial manpower resources into understanding
the economic, social, and policeal complex-
itics of the local situation. Often policy
changes are net adopted because sensitive
and factually backed options are not known.
This is where the LS. can contribute well in
areas in which it possesses and can mobilize
real expertise.

The LLS. should emphasize its support
of policy-relevant research in developing
countries. It should support ¢the strengthening
of autonomous policy rescarch centers and
encourage governments to use the technical
expertise resident in such centers. Experience
has shown that success in policy dialogue
depends upon shared analytic capacity on
both sides of the diaiogue.

Policy and institutional  development
provides an approach that varies from one
country to another and is an important ele-
ment in cach of the four substantive themes.

The ULS. should also play a role in discussions of

macro policy issucs. But in such situations, the
LS. should be joined by other donors and by
multilateral agericics, in consideration of politi-
cal sensitivity and to strengthen credibility.

Mobilizing Diverse Encergics
for Develapmcent
The most fundamental principles

involved in our own national life — the crea-
tion of a land with liberty and justice for all -

also turn out to be sound economics. Over the
longer term, nations that encourage freedom
and open opportunities for economic partici-
pation (coupled with rules that assure that
private actions are socially responsible) pro-
gress futher than those that restrict participa-
tion. These nations also create politically
more sustainable growth. Thus, Americans
can foster our own proven value of pluralism
with confidence that it is harmonicus with the
aspirations of people in most of the world.
Indeed. the world is undergoing a liberation of
the human spirit. and we must be sure that, in
the words of some, we are on the right side of
history and are viewed as such. The program
of development cooperation can contribute to
this broad end by sensitively employing
means that will engage and strengthen vari-
QUS groups in society.

Mobilizing diverse cnergics means fostering
decentralized development amd sclecting local ini-
tintives tocal government, private: groups. indi-
viduals) over central initiatives. More pointedly,
we mean the expansion of the role and partic-
ipation of a number of organizations and seg-
ments of society in addition to government
agengcies. \We place special emphasis on four
categories: the private sector, nongovern-
mental organizations, women in develop-
ment. and human rights.

Private Sector

In emphasizing here the role of the pri-
vate sector, we do not imply that other points
of emphasis belong to the public sector.
Indeed, there are strong private sector roles
within each of the four substantive themes we
have emphasized. But here we point to the
policies, rules, and financing necessary for a
robust private sector per se.

American foreign economic cooperation
has long stressed the role of the private sector.
Often we emphasized using the ULS. govern-
ment to promote overseas investment by LLS,
firms. More recently this has changed. We




carrectly shifted to enhancing the prospects
for domestic enterprise and strengthening the
market system.

Our biliieral cconontic cooperation should
focus particularly on helning to- establish fiir
rules of the game for domestic and international
investraent. This has far more to do with the
flow of forcign investment than do specific
subsidics and incentives. Nost often Ameri-
can firms can do weli if local enterprises are
treated well, with reasonable rules of entry
and fair settlement of disputes. Barriers to
new formal and informal enterprises must be
reduced, and access to casier credit, espe-
cially for small enterprises. must be provided.
This should be a major focus of our policy
dialogue. The LIS, can also assist in organiz-
ing capital markets and in promoting the role
of financial intermediaries within Third World
countrics.

To helpin this overall process, we would
reccommend that three institutions expand
significantly: The International Finance Cor-
poration. in funds: Multilateral Investment
Guarantee Authority, to full international
membership; and Overseas Private Invest-
ment Corporation programs, to serve a
broader range of firms, particularly in the mid
to smaller s e, which often need help.

Fair riyes of the game are also needed
internationally. The U.S. should promote the
establishment of agreed-upon rules for
investment under cither the General Agree-
ment on Tariffs and Trade (GATT) or the
Organisation for Economic Co-operation and
Development (OECD). The US. also has
much to gain under bilateral and muitilateral
trade regimes.

Nongovernmental Organizations
(NGOs) in Development

American NGOs receive from private
contributions upwards of S1.5 billion per vear
(some 00 percent of all private contributions
among the OECD nations) and manage an
additional $1-1.2 billion‘yvear in LS. govern-
merit funds. Callectively, and in several cases

individually, NGOs are significant develop-
ment actors. [n addition, the LS. has directly
fostered Third World NGOs through funding
from USAID (often via American NGOs), the
nter-American Foundation, and the African
Development Foundation.

It should be a more prominent part of
L s, palicy to fostes these local NGO centers
of program initiative. In the years ahead. we
should liclp American NGOs both to strengthen
their links with local NGOs and to foster the
development of local NGOs. So too, official LLS.
programs should more fully assess the les-
sons of the NGO community to help shape
future LLS. programs and policies.

\Women in Development

It is now widely acknowledged that tra-
ditional development  assistance  programs
have overlooked and insufficiently supported
women's productive roles. \We need to under-
stand better the constraints on women's pro-
ductivity and the wavs to relieve these
constraints. Analysis is needed that is sensi-
tive to the sexual division of labor and
differences in men's and women's access to
and control over resouices.

Viewed through the lens of such gender
analysis, the development problems dis-
cussed in this report take on a new rea'ity.
Women are central in cach of the substantive
themes discussed above. For example, in term
of health and population. women are the key
actors in health education and  practices
within the family and key to effective family
planning programs. In terms of hunger and
food. women produce, process, and prepare
much of the world's food. In terms of eco-
nomic growth. women's roles in production
and marketing are under-appreciated and
could expand greatly if credit and other serv-
ices were assured. In terms of environment,
women are primarily responsible 1or the col-
lection of fuel, fodder, and water and are,
therefore, much involved in prevention of
environmenial degradation.

B%vrricrs to new formal

and informal enterprises
must be reduced, and
access o casier credit,
especially for small
cuterpriscs, must be

provided. m

N?Os are significant

develonmeni aclors. &



Mlbih/ing the

chergics of women

becomes animportant

means of attacking a
mumber of basic
constraints to

development. &

é’ oo often development

has not benefited
minorities within

developing countrics. 8

26

As we develop strategies within cach
substantive area. we should take these basic
facts ahout woren <oricusly into account In
the decade ahead. rhetoric and token projects
will not do. Whenever possible, we must shift
to stronger action. Enhancing the participa-
tion of women in technical assistance pro-
grams must become one of the starting points
in development, not a minor afterthought.
Mobilizing the energies of women becomes
an important means of attacking a number of
basic constraints to development.

What is required is not only strong commit-
ment, but an cffective strategy that acknowledges

gender differences and s based on principles of

cquity. Such a strategy  depends  upon
sufficient resources and the authority to
assure the developnient of analytic taols sen-
sitive to gender differences; the training of
staff in the use of these tools in planning,
implementation and evaluation: and the
introduction of incentives to ensure  their
effective use.

Human Rights

For over a decade the ULS. has fostered
human rights as a matter of national policy.
This is not a new concein, but one that calls
for continued attention and support, espe-
ciailv in view of positive trends observable in
much of the world. Too often development
has not benefited minorities wvithin develop-
ing countries.

In South Africa, USAID is providing sup-
port to empower black organizations in a
range of self-help types of activities. In ather
selective situations, e could organize a posi-
tive approach to help peoples and groups, cur-
rently discriminated against because of race,
religion, or gender, become more directly involved
in development activity.

In these four arcas - the private sector,
NGOs, women in development, and human
rights — we see the mobilization of diverse
energies as important to attaining the goals
we endorse. Moreover, they provide insur-
ance that this country has multiple links with
the Third World that can survive the vagaries
of short-term political problems. In both style
and substance U.S. development cooperation
should promote human rights and encourage
groups and individuals to make use of oppor-
tunitics.

We recognize the sensitivity of dealing
with these issues bilaterally, and that doing so
may be perceived as strengthening alterna-
tives to existing governments or elites; never-
theless, we believe the ULS. should not ignore
bilateral programs. They will require careful
thought, sensitive dialogue. and long-term
planning. It appears as though there will be
increasing opportunities to encourage this
cvolution in the next decade.

In sunmmary, we believe that the four sub-
stantive programs and suggested crosscutting
approaches will serve well the three goals of
broad-bascd cconomic growth, the attack on
poverty, and sustaining the cnvironment. But are
thev sufficient to attain the goals? They are not.
The cfforts of Third World countries themselves
will be the kev. We should seck to help their efforts
become increasingly effective. not to impose our
o wavs. Genuine cooperation for development
will be important; and coordination with others,
especially with multilateral banks and organiza-
tions, will be essential if we are to meet these
goals.

-



I Carried Out?

Administrative form should follow sub-
stance and function. A combination of new
functions and the continued assault on old
problems calls for new administrative forms
and styles to engender new relationships and
coordinate complex programs. In general, we
should carry out relationships with the Third
World in ways that reflect the transition from
an aid relationship to one of cooperation for
mutual gain.

&l REGIONAL BALANCE

Bilateral programs  designed to meet
national circumstances and interests should
continue to be the building blocks for the ULS.
development program in the decade ahead.
However, both LLS. interests and Third World
needs call for distinctly regional approaches
and differentiated  commitments. These
regional variations should be noted and clar-
ified in program planning: they are treated
only summarily in this report.

Regional allocation of LLS. total bilateral
aid, 1977-86

Includes muilitary ard, economic support funds. food aid.
and development assistance.
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We have a great deal at stake in our ties
with Latin America: large economic interests,
security concerns, and the disruptions to our
own society that result from poverty at our
doorstep. The U.S. must adopt three broad
priorities in this region: help relieve debt bur-
dens so that growth can be accelerated: help
reconstruct postwar Central America; and
assure an effective Caribbean Basin Initiative.
Our policies and actions on debt and trade
and our pursuit of avenues ot cooperation for
mutual benefit will be far more important
than bilateral concessional assistance. Aid
will be useful in some situations but is likely
to be largely wasted without supporting
finance and trade policies.

\We have discussed Africa’s special needs
and sec a large role here for development
assistance, a much different balance of activi-
tics than in the case of Latin America or Asia.

South Asia presents a complex and bifur-
cated picture; it is at once the area in which
the largest number of impoverished people
live, and in which there is a large and expand-
ing middle class ecagerly secking opportuni-
ties for mutual gain. Generally, South Asia is
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institutionally capable of putting large
amounts of foreign resources to good use. We
should respond with programs that address
both South Asia’s poverty and its trade and
investment opportunitics. A combination of
aid and programs of mutual gain are in order
with variation among countries.

We have practically no programs in
India. Here the nonfood aid level is down to
about $24 million/year. The net flow of aid
resources is negative due to India’s repay-
ments of past aid loans. This is inappropriate.
India is a large democratic country with mas-
sive poverty. Yet it has the world's tenth larg-
est industrial base, a large science and
technology manpower pool, and a middle
class rivaling major European countries in
size. There is clearly room for innovative pro-
gramming including coaperation for mutual
gain.

East Asia also offers complexities for the
LLS. Investment. trade, and other activities for
mutual benefit should be the order of the day
with the Four Tigers and, increasingly, Thai-
land. Long-term development cooperation
cfforts will be appropriate for the Philippines
and Indonesia.

For the Aliddle East, existing obligations
must stand political tests, but these obliga-
tions should not be exempt from economic-
effectiveness tests as well. It would be prefer-
able to find ways of expressing our deep com-
mitment to the area so that the proportion of
bilateral development aid going to the region,
virtually half of the total LLS. aid appropria-
tion, is reduced or treated in a manner that
will more accurately present our overall
development fund level.

# MODL AND STYLE OF
OPERATION

The mode and stvle of U.S. development
cooperation must reflect changed global circum-
stances, defined goals for the 1990s, and individ-
ual country situations. The way we carry out

programs in Third World countries can be as
important as the substance itself. Our policies
and programs in the [990s should build on
the lessons we have learned in sensitive situ-
ations ~ careful attention to collaborative
style, consultation, and emphasis on shared
gains.

We have already referred to the need to
base our programs for the 1990s on iong-
term relations and partnerships. The empha-
sis on capacity building within the developing
world calls for long-term vision and plans.
Long-term commitments are expressed
through institutional linkages. joint planning
and partnerships, and some insulation from
the ups and downs of political relations. If
authority existed to carry over funds from one
year to another, the program could avoid the
year end crush of activity thai now prevails
and could gear to longer-term programming.

Development cooperation programs in the
1990s must emphasize high quality. Many of
the new relationships will involve people on
both sides with expert knowledge of
advanced technology. the tasks wiil not be
casy. We must draw our very best scientists,
agriculturalists, environmentalists, and social
and economic analysts into the challenge.
The LLS. program must provide vigorous
evaluation, intensive staff training, and
strecamlined management as it proceeds.
Comparatively small in size compared to past
years, it must make up in quality what it has
already lost in quantity.

Some development cooperation pro-
grams will be in arcas where risks of failure
exist, such as in aspects of cnvironmental
research and programming where we do not
aiways understand the forces at work. We are
fortunate that we have much experience to
draw from, but we cannot expect all pro-
grams or experiments to succeed entirely. If
this fact were acknowledged more widely, we
would find more candor generally and more
willingness to be innovative.




As another aspect of the moade for the
19905, development cooperation should work
increasingly through cooperating organiza-
tions and institutions. The balance of effort
should rest with intermediate organizations.
The U.S. development agency itself should
cmphasize analysis and policy. The intermedi-
aries should provide talent needed within var-
ious sectors for the long term. They should be
vehicles for planning and carrving owt
agreed-upon broad programs of cooperation.
They thamselves may link with parallel insti-
tutions in other developed countries. But
above all, we would expect them to know
how 1o attract high guality staff, directly or
through contracts, and operate with sensitiv-
ity in Third \World countrics. There are a
number of examples or possible models
already in place = the Board on Science and
Technology  for International Development
(BOSTID) of the National Research Council in
the case of science and technology, the Con-
sultative Group for International Agricultural
Research {CGIAR), the Population Council,
and university general-purpose international
consortia.

Such intermediate organizations would
demonstrate in practice the  pluralistic
approach we propose. The medium itself
becomes a message to countries abroad as
they themselves move in the direction of plu-
ralism. LLS. policy should encourage growth
of intermediaries within countries abroad,
especially units that can generate ideas and
operate as nongovernmental organizations,
independent of direct government control.
Such intermediaries provide an excellent
means of encouraging pluralism. We must
take special steps to assure a long-term but
light hand in administering this kind of p.o-
gram.

Qur policies and programs abroad
should encourage the growth of local founda-
tions and binational and multinational com-
n-issions. Some might well be set up on a
jointly sponsored basis during the closing
years of the more traditional development
assistance activity. In this way we might per-

petuate strong mutually beneficial linkages
between LLS. and local institutions. In gen-
cral, we should encourage exchanges in edu-
cational and scientific fields, including those
ir which we learn from persons abroad as
much as they learn from us.

We should strengthen and expand the
scope of the Peace Corps as a vehicle for
cncouraging cooperation on - development
matters, and as a way for Americans to expe-
rience life in a broad range of countries, even
in some where we may not have development
assistance programs. Other U.S. agercies can
also help plan and exccute programs of coop-
eration.

Finally, as we work with relatively
advanced developing countries in new rela-
tionships, we should involve ther more
actively m development activitics with the
less advanced nations. In the near future, we
should consider sponsoring some of them,
such as South Karea. to membership in the
Organization for Economic Cooperaticn and
Development and its Development Assistance
Committee. Working together as equals, we
could sharpen our means of cooperation and
coordinate our contributions to the develop-
ment process.

£2 ORGANIZATIONAL
CONSIDERATIONS

Atemporary agency, the ULS. Agency for
International Development (USAID), has
managed the U.S. development assistance
program since 1961, Its predecessors go back,
by some definitions. to as carly as 19+e.
LUSAID has senved t:2 nation and the develop-
ment process well it has pioneered assistance
programming, advanced new technologies,
helped to set priorities, and, in some cases,
provided a model for other donors. However,
as we move from an era of gid to a period stress-
ing cooperation for development and  mutual
benefit, we need to change.
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it is timely and appropriate now to
rename the agency and to redesign some
aspects of its structure in order to say to all, at
home and abroad, that different goals and
operational style now prevail. Development
Cooperation Agency would be a good new nanie.
Other kinds of changes are more complicated.
But they can be achieved without dramatic
time-consuming moves 1o Create a new
agency in place of the present USAID or to
separate the agency from the Department of
State.

The Development Cooperation Agency
(DCA) should operate through a policy center
plus regional counterparts to the State
Department’s regional bureaus. it would take
full advantage of advanced communicaticns
technology to reduce field vs. head office fric-
tion and to increase the role of the Washing-
ton headquarters as a policy seiting and
backstopping entity. Through enhanced use
of intermediate institutions and other means,
we would expect the number of long-term
personnel based in Washington to decline.

The Development  Cooperation  Agency
must strengthen its ability to do economic and
macropolicy analysis. As a result of this
change, it should become known for the qual-
ity of its ideas and expert analysis of develop-
ment issues. This is essential if it is to play a
central role in coordinating Washington
agencies, influencing policies in multilateral
agencies, and developing policy dialogue and
bilateral programs. It should spend more time
on the larger issues and strategies of pro-
gram, less on budget and management.

The acministrator of the agency should
have a single high-level advisory council that
ivould integrate key sectors of interest, now often
operating in isolation and to the detriment of
good policy and broader program advice. The
council should draw top people from the pri-
vate sector, academia, the NGOs, and the
environmental community. The aim would be
to build bridges between key sectors that
must work together more successfully. There

would be ampie room for effective subgroups
at the operational and professional level
under the umbrella of such a council.

The future of USAID country missions
needs review as development programs shift to
nitual benefit and cooperation. Such review
should take into consideration the changed
style and function of the program, the costs of
maintaining personnel abroad, the implica-
tions of modern communications technology,
potential expansion of regional missions,
greater use of local expert talent, and an
expanding role for intermediate agencies.
Field missions have been an important and
distinctive aspect of U.S. programs in the
past; their role in the 1990s and onward
should be reviewed with these past contribu-
tions in mind.

It is time to consider creating a new
foundation-like entity, one that would pro-
mote research on issues and technologies of
broad consequence to the ULS. and to devel-
oping countries. This foundation would fund
the U.S. share of multicountry, jointly planned
lines of research. Although it would work ecas-
ily with the more advanced nations, it would
not be limited to them. Its use of the best in
science and technology would apply across
the range of developing countries.

The foundation could be a new semiautono-
mous unit within the renamed and changed
Development Cooperation Agency, or it could
operate parallel to DCA. In either case it would
provide casier access to UL.S. talent and a
healthy balance to the country and regional
programming approach. It would be strongly
allied with those in the DCA invelved in plan-
ning and managing programs of development
cooperation.

There are good reasons to separate out
the research function in this way. They are the
same thatindustry uses when it creates semi-
autonomous research wings. Domestically,
the U.S. government has built up separate
rescarch units such as the National Science
Foundation and the National Institutes of
Health. They follow different operating rules
and priorities than line or action agencies. In




our aevelopment work, we nced some means
of sheltering research from operational pres-
sures. Research is an extremely important
function and at the very core of some pro-
grams across the entire agency. One model
on the international scene is the widely
respected  International Development  Re-
scarch Centre in Canada.

THE COORDINATION
IMPERATIVE

Whatever changes may occur in the
organization and structure of the develop-
ment cooperation agency in \Washington and
in the field, we must improve coordination,
both abroad and at home.

Coordination in the Field

There are the classic problems of coordi-
nation among donors in countries where the
assistance mode prevails. It is not unusual for
ten or fifteen bilateral programs and those of
numerous other organizations and multila-
teral agencies to operate in one country. With
an increasing number of participants in the
process, problems arise. Everyone would
gain from cost-cfficient coordination.

Ideally, the developing country itself will
coordinate these efforts. We should consider
it part of the job to build management capaci-
ties to handle coordination. In somie countrics a
formal coordinating council might do this,
headed and chaired by a high-level local official.
in this way, participating donors can more
casily justify and balance their individual
efforts. Peer pressure could stimulate a higher
quality of work. One could make a good case
for multilateral agencies such as the World
Bank or United Nations Development Pro-
gram (UNDP) to be first among eguals in any
such coordinating council.

\

Whatever the arrangement, the U.S. must
have a clearly delineated active agenda. 1t must
know what it wants to accomplish within the
needs that have been defined and in which it
has a comparative advantage. In specific
fields, the LLS. should agree to provide leader-
ship among donors: indeed, it will be
expected to do so. For example, in certain
areas of environmental concern, in science
and technology. agriculture, advanced train-
ing. and in some aspects of management
training, the LS. might well be asked to take
the lead.

In many developing countries, the LLS.
contribution has diminished when compared
to other bilateral programs and, certainly,
with respect to the World Bank. Therefore, the
LLS. is not in a position to impose coordina-
tion as it may have been in the past, but must
consciously work with others. In more
advanced countries where cooperation for
mutual benefit is the rule, coordination is not
an issue.

Coordination within the U.S.
Government

Coordination among U.S. government
agencics is also a serious tesk. The issues in
development cooperation are becoming far
more complex and are of greater importance
to the U.S. Global issues, such as the environ-
ment, must be addressed in the next decade.
Our interests and effectiveness are not well
served when trade policies operate at cross
purposes from development programs and
when goals to increase agricultural produc-
tivity are countered by subsidized food sales.
Furthermore, we need expanded coordination
because of the involvement of new domestic
actors, such as the Environmental Protection
Agency, the Food and Drug Administration,
and various other agencies.

Some have suggested that the Interna-
tional Development Cooperation Administra-
tion (IDCA) of the late 1970s should be
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revitalized to achieve policy and budget coor-
dination. Others believe its design as an
administrative superagency was flawed and
that some new form of coordinating structure
or pattern would work more effectively.
Because of the many actors on matters per-
taining to developing countries, the State
Department must provide foreign policy guid-
ance; however, the actual coordination of pol-
icy formation and implementation would be
best managed through White House leader-
ship directly, not through a revitalized 1DCA.

In view of the importance and complex-
ity of development issues, some form of a
council for international development policies
would be appropriate and timely. In such an
effort the White House would appoint the
chairperson: members would be the heads of
the critical agencies invalved in trade, finance,
development cooperation, agricultural sales,
and so on. We would expect the agency prin-
cipally devoted to development, the redefined
Development Cooperation Agency, to be very
active in the council to assure a strong devel-
opment voice. The Office of Management and
Budget would also be important in this proc-
ess to assure that funding recommendations
would follow critical decisicns niade by the
council.

The White House must lead such a council
because only at that level can overarching
national interests be articulated well, providing
both a single voice and the strength to follow
through. But to be effective the council must
have clear policies and, of critical importance,
the active interest of the President. Without
such iinterest, we can expect a continuation of
inadequate coordination.

More c¢ffective coordination between the
Executive Branch and the Congress is also
needed. Within Congress, which plays a criti-
cally important role in development assist-
ance policy, the interest in trade, agriculture,
foreign aid, debt, and science and technology
are spread over a number of committees.

House and Senate leaders should work out
greater cooperation between committee
chairs to coordinate policy guidance and
oversight on these interlinked matters.

An Agenda for Domiestic
Coordination

The LS. greatly influences Third World
development prospects. The greater impact
does not come from government programs of
development assistance. Rather i comes from
non-aid policies - trade, finance, interest
rates, investment rules, patent rulings. We
must, therefore, see these as having both
domestic and global implications and ¢.nse-
quent responsibilities. This is not the place to
analyze and recommend what those policies
should be. But it is appropriate to note the
connection and to argue for greater coordina-
tion among policies. Although they are seen
as domestic, non-aid policies are also inter-
naticnal in their implications.

The LS. agency charged with the main
responsibilities for development should be in a
position to command respect in high-level dis-
cussions of such issues. Policymakers should at
least know when a proposed domestic action
will undermine a Third World development
policy being pursued by the U.S. so that the
issues can be weighed within a broadened
perspective. Interest rates are a clear example
of such an issue. No longer of concern only to
homeowners and business managers holding
variable rate mortgages, fluctuating interest
rates also affect Third World nations in debt
to consortia led by our banks. Federal Reserve
Bank authorities are clearly moving to a more
international view of domestic interest-rate
policy, and this should be encouraged.

Third World nations, including some of
the poorest, have increasingly argued that
improved trade access 1o LS. markets would
permit them to forego development aid. The
American market is the prime goal for many
Third World nations in search of hard cur-




rency. It s important in the 1990s that LS,
trade negotiators listen o those who haold
development policy regponsibilities. NMany
Third World nations depend on US. Teader-
ship o maintain an apen international trad-
ing svstem.

We have singled out onlfv a few among
many domestic policies that stropgly atfect
davelepment progress. Inan increasingly
interdependent world it is harder to identify
purely domestic matters. More and more the
ripple cffects of our domestic policies 1oll
overseas. wWe are judged byoour actions,
rather than by the rhetoric we direct to other
shores. The Voice of America is not a substitule
for America’s voice.

i MULTILATERAL AND
BILATERAL BALANCE

The need ior coordination is one of
many reasons the LLS. muast continue to play
an active and supportive role in the multila-
teral agencics devoted to international devel-
opment cooperation. Given the financial
challenges facing developing cauntries, LS,
interests and those of the Third World are
served well by a strong International None-
tarv Fund and World Bank. These institutions
should continue to finance stabilization and
adjustment programs in the Third World.
These programs must be growth oriented.
\Wherever possible, they should insulate the
most vulnerable groups from bearing the bur-
den of adjustment.

Regional development banks (RDBs) are
a natural outgrowth of the increasing multi-
polarity of the international svstem, The LLS.
should continue to suppe  the enhancement
of both the financial scope and creativity of
these institutions and their institutional
capacitics. The RDBs need to maintain a bal-
ance between using Western financial
resources to expand their operational capaci-
ties, and maintaining their character as
regional organizations.

Rev UN agencies, such as the World
Health Qrganization, the Faed and Agricul-
tural Organization,  International Fund' for
Agricultural Development, the United Nations
Development Program. and the United
Nations  Children’s Fund. also deserve
expanded American support. The increas-
ingly plobal nature of ecanamic and enviran-
mental problems will require effective
multilateral organizations  and cooperative
attitudes by sovereign governments.

The multilateral svstem, in spite of its
dithicultios, remains a major resource ininter-
national development cooperation. A strong
multilateral svstem il not be subject to the
LES. dominance that may have existed in the
past. But it is an essential component of a
alobal assault on serious issues, including
development, that affect all of us.

e the mix of bilateral and multilateral
cHorts, e would stress our comparative advan-
tages. Thus, inour bilateral endeavors we would
avoid doing some things we carrently do not do
well. Inour view, LLS. bilateral cooperation
would only rarely initiate high-cost activities
such as large infrastructure projects or the
creation andfinancing of large social and eco-
nomic projects and programs. We  should
alse, in general, avoid taking the fead in
attempting to leverage changes in macroeco-
nomic policies, although continued involve-
ment in dialogues on these issues s
appropriate. The special circumstances in
sub-Saharan Africa may lead to exceptions to
these guidelines.

One keytoan effective LLS. role in multi-
lateral organizations in the 1990s is upgrad-
ing the coordination system in Washington.
Another is increasing the status within the
personnel system for LS. government
cmployees on loan or assignment to multila-
teral agencies. The positions should attract
top-flight people. Americans 2 these organi-
zations should get full credit, and their service
should contribute importantly to their carcer
advancement.

US. intcrests aml

those of the Third \Worlid
are served well by a strong:
International Monctary
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While supporting a strong multilateral
system, the LS. cannot limit its developmient
cooperation  activitics  to the  multilateral
approach, as some have urged. \We need a
strong bilateral program to assure our inter-
ests and to gain access to op expertise and
capacity within the ULS. that cannot be fully
harnessed in the multilateral system. Both
types of programs serve our interests as we
move toward our three broad goals.

L3 REFORMN! OF FOOD AID

For over thirty vears the ULS. has made
available our agricultural commodities
through food aid. Now amounting to a little
over $1 billion per year, these programs have
a complexity of their own with purposes
ranging from relief to export subsidy.
Although comprising less than 2 percent of
our food exports, this food aid supplies 60
percent of the world's total.

We have learned how to target food aid
to have more educational and nutritional
impact, but a number of basic reforms would
make food aid more effective.

De-emphasize the allocation of food
aid to keep up dollar levels of foreign
aid to selected countries; and
emphasize more the targeting of food
aid to countries where there is a
genuine need for food imports on a
concessional basis.

Increase repayments in local
currency, rather than foreign
exchange. for food aid provided
under loan agreements.

Include policy dialogue toward
attaining food security in large
food-aid programs.

Use food aid to bolster local agencies,
such as NGOs. as a normal process.

If predictions for sub-Saharan Africa
turn out to be true, there will be very large
demands for food aid for that region. We will
need ongoing mechanisms to  assure the
institutional and policy environment for an
effective program there. The increasing
unpredictability of weather patterns might
well create larger food-aid needs clsewhere,
too, in the 1990s.

3 FINANCIAL IMPLICATIONS

Trends in Financial
Contlributions

Palling data confirm that Americans
think of themselves as almost uniquely gen-
erous international citizens. That image was
justificd at the time of the Marshall Plan
(which at today's prices would represent
about §70 billion a year concentratedin aid to
one continent) and into the 1950s when the
LLS. led in providing resources to the Third
World and when we had an explicit policy
fostering multilateral institutions and the
growth of other bilateral donors. This is no
longer the case teday.

By the 1970s the number of other donors
had grown significantly and so had the flow of
private and bank investment. By 1980 private
flows were 50 percent higher than official
fiows ($60.9 bilion versus $42.1 billion),
reflecting the substantial recycling of OPEC
funds. The 1980s have brought many
changes: private flows have shrunk; official
aid has held steady in absolute terms; and the
growth of other OECD donors has made up
for the declines in OPEC aid. The biggest
change is that Japan is replacing the United
States as the largest donor of official development
assistance (ODA).

In the comparison chosen by Western
donors te gauge their performance, i.e., per-
cent of GNP allocated for official development
assistance, the U.S.. which had been first



Net official development assistance from OECD/DAC countries in 1987

$ Bilhon

Umted States
lapan
France
Germany
ltaly
Netherlands
United Kingdom
Canada
Sweden
Norway
Denmark
Belyium
Austraha
tinland
Swatzerland

Austria
New Zealand

treland

Total DAC [ e

) Inctudimg DOM-TOM (B Eacluding DOM-TOM

As 9 of GNP

Norway
Netherlands
Denmark
Sweden

France

finland -
Belpium
Canada

Germany
Austrahia

italv

lapan
Switzertand
New Zealand
United Kingdom

freland
United States
Austria

Total DAC

Soune Organisation for Feonomic Co-operation and Development. Development Assistance Commutice, 1988 (Based on preliminary reports from member countnes
and subject to modihcaton with later datd Amounts in parentheses have nat been afticially eported 1o the OLCD by the membe, country concetaed )

among the donors, now ranks almost last and
is also outpaced by a number of OPEC
donors.

Trends in official U.S. aid are shown in
the accompanying tables: high growth in the
period 1977-85 with military and security
assistance receiving sharp increases and
development assistance (inciuding P.L.-480
food aid and financing of the multilateral
institutions) becoming a smaller part of the
total. In constant dollars, nonsecurity aid
actually declined over the period.

Zconomic Support Fund (ESF) and mili-
tary aid constitute 60 percent of the total. Of
the total bilateral economic package 49 per-
cent goes to the Miiddle East (mainly Isracl
and Egypt), 7 percent goes to Europe in
exchange for base rights for American forces,
and 6 percent goos to sub-Saharan Africa.

Composition of LLS. foreign aid
appropriations, 1977-3

Percent
100

80 . Military Aid .

. Developiment'Assistance

7778 79 20 81 82 8} 8+ 85 go
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programs. and for humamtarian ad o the Nicaragtan certras
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Composition of LL.S. foreign aid
appropriations, 1977, 1980, 1983, and
1980

vy 1980 1983 (BRI

Millions of current doliars

Developrrent assistance 20487 L7100 4302 1147

Food aid fded 830 1028 12w
Feonomic support tunds 1735 2007 2993 3741
Ailitary ad 2,022 LOR3 5530 o7

Total T} B0l 138 1520

R A

Total LLS. foreign assistance for FY 1988,
estimated obligations

S Billion o
Official bilateral aid

Development assistance 24
Food and 1.3 il
L20n0008 sUpy ot inus 1? i

tsecurity related econaim heip)

Subtotal 7.1 530
Official multilateral aid LA 1
Cumufative subtotal .0 [AERN

Mititary aid 1.8 30

Total S134 100%
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Future ULS. Financing of
Development Cooperation

I the 19905 the nead for funds to sustain
developaiert cooperation cfforts will not diminish.
Private flows are likely to remain weak and
are unlikely to be directed to the poorest
countries. The United States will have to
adjust to its own financial constraints and put
its own economic house in order. Thus it
looks itke tough times abroad and tough
times at home. But budgetary pressures
should not blind us to the need for develop-

ment cooperation or to the benefits, both to
the WS, and the Third World, that are to be
derived from it.

We believe a scenario that works for the
growth of both the Third World and the ULS.
should be possible. Substantial mutual pro-
gress, not gloom and doom, can occur but
will depend on statesmanlike actions on trade
issues, a continuing thaw in East-West rela-
tions, and improved debt management.

Although the immediate tuture will
require level financing and sorting out of pri-
oritiecs and opportunities, our goals are
sufficiently important to our future to justify
increases during the 1990s. 1t would be foolish
to argue that more resowrces go into ill-defined
and poorly exceuted programs. But with sharper
definition of goals and cffective programs to miect
them, we would expect to see a higher priority for
development cooperation in the 1990s.

Currently the ULS. with 36 percent of the
GNP of the OECD nations provides only 2
percent of official development assistance.
The U.S.. which used to provide as much as ?
percent of its GNP for foreign aid, now pro-
vides .19 percent of its GNP. The larger West-
ern European nations previde an average of
42 percent and several key countries, e.g.,
Italy and Japan, arc rapidly increasing their
aid programs. It would be reasonable to con-
sider our fair share to be closer to the middle
of the major Western donors, as measured by
percent of GNP devoted to official develop-
ment assistance, by the mid-1990s. This
would be anincrease of some 80-100 percent
abaove current levels.

The reasons (o increase our financing, how-
cver, are based not on what others do, but on the
critical importance of mecting the goals we have
suggested. If proposed new programs and
modes are effective and the nation can see
progress toward economic growth, an impact
on poverty, and environmental improvement,
it will be natural and desirable to provide
increased U.S. funding.
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To accomplish the gradual fumding increase
we reconmmend will require a new agreement
betveen the Exccutive Branclr and the Congress
on the shapce of our future programs of cconomic
cooperation with the Thind \World. The primary
wav of obtaining increases in these programs is
for the President to work for them If they become
important for the President, thev will generally
become important for Congress.

Additional Ways lo Finance
Development Cooperation

The influence of our future programs will be
far greater if we can help to channel the growinig
sources of finance around the world. In the
official community, the new resources are
from Japan and Italy. In addition we should be

actively encouraging the NICs, particularly
South Korea and Taiwan, to commence size-
able programs of economic cooperation. The
(LS. has influence with these nations: we
should use that influence to pursue common
aims on sclected problems and arcas of the
Third World. In addition. there are immwense
new sources of capital surplus in banks in the
Far Fast that could be leveraged to senve
development purposes.

Currently, the LLS.is ovved $73 billion by
Third Wo.ld countrics for past economic and
military aid. Somse of this debt should be
stretched out. Some repavments could be
aceepted i locai currency and devoted to
bilateral development purposces. But the rest
should be used to finance future development
cooperation programs, For many years these
monics did flow into the aid account. so the
precedent exists. Ina sense it is aready-made
endowment.

Our relations with the Third World present

a difficalt dilemma: the contrasting needs of

development progress, on the one hand, and tra-
ditional - sccurity considerations, on the other.
Both are legitimate: but togethicr the wo can con-
fuse goals. Historically, we have called on
bilateral aid appropriations to serve our mili-
tarvssecurity tasks such as those in South
Korea, VVietnam. and more recently, in Central
America. Aid funds also finance payments on
base rights and underpin our approach to
Middle Eastissues. As a result, the majority of
iunding for foreign assistance is based heavily
on political or security needs and definitions
and is mainly directed to advanced develop-
g countries.

Itis now desirable to separate development
coaperation funding and management. Separat-
ing military from development program funds
would clarify the goals of the United States
abroad and for the American public. It would
also make clear that certain trade-offs are
necessary and that paymer s are to be made
for activitics that are very closely tied to ULS.
military nceds. It would help to clarify just
what we are spending, in comparison with

h
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others, to bring about growth, to attack pov-
erty, and to attain other development cooper-
ation purposes.

The clearest case for separation can be
made for Base Rights pavments. There are
now few bases in developing countries (the
Philippines weing a notable exception), bt
expenditures for this purpose are still Eco-
nomic Support Fund allocations. \We should
consider shifting these pavments into the
Defentse Department budget. We should also
initiate discussion on moving at least some of
the payments out of the LS. budget and con-
verting them to 2 burden-sharing arrange-
ment with our NATQ allies and others who
benefit. Itwould also be reasonable to use our
defense budget to pay for any remaining Base
Rights obligations. Qur allics benefit considera-
blv froni the bases we maintain in various parts of
the world. Why should thev not now. at this stage
of new cconomic and commercial realitics, begin
to share the burden of such rental costs?

Qur share of defense expenditures
markedly exceeds that of our \Western fura-
pean partners and lapan. whereas their pro-
portion of development aid is increasing and
ours is diminishing. The balance is disadvan-
tageous to the LLS. \What we are paving for
(defense) is immensely more expensive than
what they are paying for (aid). And, in any
case, the immediate beneficiaries of much of
our defense expenditures are our European
and Far Eastern allies while the beneficiaries
of their aid are often tied to their own political,
cconomic and commercial interests. In addi-
tion, whereas we associate with military lead-
ers, they talk to commercial and civilian
leaders. For our relations with the Third
World, this arrangement costs much and
gains little. Anv new burden sharing arrange-
ment ought to permit ber.efit sharing for the
U.s. as well.

The largest funding areainwhich confu-
sion persists is the Middle tast where fico-
nomic Support Fund allocations totaling over
$2 billion are provided to Egypt and to Israel.
In order to provide more clarity in this situa-

tion and to provide more focused oversight,
we should consider certain changes. In the
case of Egypt, we might shift to direct budget-
ary support in the same way that isracl
receives its funding. The ULS. contribution to
these two countries should be placed in a
separate account to cover Middle East peace
programs.

There is also a logic to merge remaining
ESE monies into development assistance, as
was dor.e in Africa program funding within
the fast year. If the Middle Fast and Base
Rights programs are separated out, it will be
seen that most of the remaing ESE monies
already are used for development purposes.
The realignment we suggest will clarify and
reinforce this and in the process will enhance
the image and respectability of LS. coopera-
tion — and its effectiveness.

Finally, a varicty of financiai mecha-
nisms need further exploration for possible
use in programs of development cooperation:
use of blocked currencies, debt conversion for
development purposes, loan reflows, lever-
aging the international private and public
sectors. and joint financing. The U.S. Devel-
opment Cooperation Agency should have the
necessary in-house or consuftant talent to
develop these resources. 1t may well be that
additional legislative authority wili be neces-
sarv to take advantage of these possibilities,
¢.g., in establishing intermediarics (such as
local foundations) that can be endowed by
using a variety of funding mechanisms.

These and related steps would provide a
new stability and mandate for LS. programs.
Some of our current programs will gradually
switch to the mutual-gain mode and be
reduced in budget terms. But a basis is
needed for the long-term challenges that exist
in countries still moving more slowly and in
the poorest countries. For such arcas and for
our suppart of the multilateral institutions, we
need a long-term vision and financial struc-
tures to match that vision.




he Next Steps

Many decisions face a new administra-
tion in 1989, \We urge that the new President
clearly enunciate the important priority he
attaches to international cooperation that will
stimulate broad-based growth, attack pov-
erty, and put an end to environmental degra-
dation. In short, we need the President to
champior the vision of the better world we all
hape to pass on to our children.

COINITIATIVES BY THIE
PRESIDENT AND THIE
CONGRIESS

The kevinitiative by a new President will be
his projection of a new global vision. \We would
also urge the announcement of major efforts
by a new Administration on the three urgent
issues discussed in this report: a naw
approach to Third \World debt: steps to
reverse Africa’s cconomic crisis; and a new
priarity for addressing global environmental
problems. These initiatives will send dramatic
and important signals of U.S. leadership. set-
ting a course for the key issues of the 190Qs,

We urge thatin the first vear, the new Presi-
derit put the Thind World on the LLS. political
map. During the vear, the Secretary of State
and other high officials should visit key devel-
oping countries, and toward the end of the
first year. the President should also travel to
leading Third World  states. \We urge that
developing country leaders beinvited  for
carly consultations in \Washington and that
the new Administration meet regularly with
important groups of Third World ambassa-
dars.in all these meetings, it should be made
clear that new levels and forms of partnership
are envisaged.

We know thatin the first months of the
first year, a new LLS. Administration will
select key people and set new directions. It
will be tempted to try to do everything in the
first pincty davs. But the issues are complex,
and many require study and review:. So a new
administration should allow time to evolve

new approaches. And it must pay careful
attention to attracting well qualified people to
lead our development cooperation programs.
Both parties have demonstrated ability to do
so — and also the contrary.

Wewelcome the major review of the Foreign
Assistiniee Act of 1973, as (often) amended, now
undervay in the Committee on Forcign Affairs of
the LS. House of Representatives. Covering 000
closely worded pages. the basic legislative
mandate for our cconomic-aid programs
lacks coherence and direction while at the
same time imposing micromanagement on
the foreign assistance program.

stead of micromanagement, Congress
should move towand broader policy review and a
focus on strategics and results. The changes in
stvle and substance we have recommended
will require greater trust by Congress. \We
urge that creation of that trust be a priority
target of the new Administration and the new
Congress. Current aid legislation should be
examined carefully for such clements that
inhibit the cultivation of a long-term working
relationship in a spirit of confidence. Speci-
fically. Congress could begin by reducing its
notification procedures.

We offer suggestions in this reportin the
hope that they will be useful both to the new
Administration and to the Congressional
studies now undenway. Greater trust s
needed on both sides. A new global vision
and ways to add coherence to basic policies
are needed both in Congress and the new
Administration. But it is up to the new Presi-
dent to set the tone.

T BUILDING A NEW
CONSINSUS

\We believe the policies and programs
suggested in this report can help regain
broader public support. Current programs of
LS. -Third World economic cooperation are
considered special interest matters of public

AT

i

B president <

& e President shond
champion the vision of the

better warld we all hope to

pass on Lo our children.

gn

Hhe changes in style
and substance we frave
reconpmended will require
greater trust hy

Congress. g

39




A %& mericans must be

cducated to the changed
world of the 19905 and

bevomd. a

policy. Few suppurt the totality of the pro-
gram. But there is support from  specific
groups and interested parties for each section
or carmark. \What is frequently lost is the
whole picture. in truth, we need both broad
general support and special interest support.
Both could be invigorated by the broad vision
we have proposed, based on the global legacy
we all wish to leave to future generations.

To start the process of building a new con-
sensus, there is absolutely no substitute for an
active White Housce. Silence is the wrong signal.
These issucs require an active President and sup-
port from the White House communications
infrastructure.

Bevond this, Americans must be edu-
cated to the changed world of the 1990s and
beyond. There is a rebirth of dynamic efforts
in public schools and among citizen groups to
ioster more understanding of emerging global
challenges and opportunitics. But the pace of
change from insular to broader perceptions
must accelerate. Here our needs for a more
competitive society and one that acts as a
good global citizen merge around educational
issues of geography, language. arca studies,
and study of international issucs.

We cannot quickly and cheaply refur-
bish school and adult education about the
world and our nation's role in it. Our country
must invest in cnlarging the base of public
knowledge over a considerable number of
vears with special efforts over the next decade
to make up for past lapses. These are tasks
and challenges for local school leaders as well
as state and federal officials and agencies.

A number of citizen groups have been
expanding nonformal education on these
important issues. \We urge major sectors of
American society (business, labor, civic
groups) to consider strategies in their councils
to educate their constituencies on these
issues. Federal support can also be helpful. A
small USAID grant program currently sup-

ports this kind of education. It is miniscule in
comparison to the size and complexity of our
country and in comparison to similar pro-
grams among our \Western allies. Expanding
it ten-fold would still make it no more than a
footnote in the program, but would be a very
wise investment. Other agencies that can be
supportive also must rethink their roles.

I this report we have explored serious
problems and opportunities facing the ULS. in
its cconomic relationships with the Third
World. We have stressed  broad-based
growth, lessening of poverty, and improve-
ment of the environment. \We have urged a
new cooperative stance. \We believe that inter-
dependence means that their poverty and our
poverty are linked with the demonstrated fact that
their growth and development are ours as well.
Their environmental crisis is our environmental
crisis. Finding a sustainable cnvironment for
them provides one for us.

Some will object to this formulation,
saving work cither for poverty alleviation or
for vour awn gain, but don’t mix the two.
What does their condition of life mean to us?
To that we reply by paraphrasing a statement
made by the religious sage Hillel some 2000
years ago:

If we are not for ourselves and our peo-
ples, who are we?

But if we are not for other peoples, what
are we!?

Amdif not novy, when?




Publications

Fach of the cooperating mstitubons and organizations commis-
sioned research papers on the aspects of cooperation with the Third
World onwhich it is most expert. Those paperswill be published under
the ausprees of the individual orgamizatnens and insttutions.

In addiion. Michigan State University directly commisstaned
papers from a number of ather leading authorities. These papers are
histed below,

Those who wish information regarding publication plans ard the
availanility of individual papers are encouraged o contact the Center
for Advanced Study of Internatsonal Development, Michigan State Uni-
versity, 3o Berkey Hall, Fast Lansimg, Michigan 48824-110 Tefe-
phone: 517-335-3925.
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Chandler. William UL (Senior Researcher, Waorldwateh Institute).
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“Development Cooperation: A Public Commitment”
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Alternative Mades of Cooperation!

shear, David tSenior Vice President. International Management and
Development Group, Ltda “LLS Delivery Systems for interna-
tonal Cooperation and Development to the Year 20007

\Weihe, Ted (Executive Director, LLS. Qverseas Cooperative Develop-
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