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FOREIGN ASSISTANCE MANAGEmiNT PRACTICES AS THEY R-,,['J:TO TME EMPJLYMENT PROBLEMS OF THE l,RCIPIEwT C(JNWfT,i, 

Introduction 

1., Recognizing ourthat efforts to help the developing countries addrstheir unemp-joyment and nd]eremployaent -nroblems have not been as systematicas they might be in concept and .lplmercnu!;ion,i " The AgencyDevelopment (A.T.D.) is ncw engagei1 in 
for Internat *inal.

exainlng ways in cmcons'iderations which fpJoymne-Ltcan better b incorporated inte every step of oir progrwnplanning and implementation process. Our purposeexclusive attention to t~his 
is rot to concentrate 

one objective but "to try to make sure employ..ment considerations ,-re riven the full weight they merit alon,, with otherhigh priori-.;y _bectie in c)ur assistance strategyrecipients, ir. want 'u sure 
for each of -ur aidmake tha' emp loyment conr.ideration-; a.reinto ac(count in: taken(a) oiur advice to aid recipients on overall. e(Cevlopmentstrategy; ib) the selection of tic deve].npmen': gcnis o, which A.I.D.resources arrc to be concentrated; (c) the choice r'f the nrogrmn and projectactivities or,, zssistance will finance; (d) deteminingtechnique for their fin ncing; (e) 

th? ai%, 'opriate 

implementation, 
the j)-oject Jesign; (f) the project(j) our training prograini for citizexio of dev<,lopingcountries, and (e) our research -and evaluation activities. 

2. The re-examination of our progruu manoi<cment cruceduresof view is from this porintstill in process. We e,,xect t]at some c.' the solutions willbecome apparent only through experience a'ad experimentation. This paperis designed only to inform other lenders of our current th-i'nkint, abouttheo- problems -- not to present .Oar purpose is as nch tosolicit ideas of others as to of'e, ",ug:es ons. 

Influence oi' Lenders nn Policies Affocting ,nr~oyentin Develoing 
n.
Countries-


3. The ability of the lender countries to ,'uffect throu(,h the managementof their foreign aid prct.':r s ,he (?mploym.aent situatiooa in deve~op: -1countries is likely to bice mxrginal
atbribute great importa 

-t best cLs the governments concernefialso ee -,o thc snmcne oejective Tbh individualreceiving country must --.ddrirs its employment prebIcm: within the frawework of a so-und developr.ent :'g. supported by its gcnxrr economicpolicies and imkIcmenitation practiccs. For this reason,not the 7 ,.an-expect to achieve mulch of an :.mpant on the e(hp]oy,. ,- O ,mdeveloping ccumtry, ) ,,,fo%if they limit the-.r atkentic) to the iso'.Fteod activ]tyor project proposal. Tnc lenders need also to concr;, themselves withthe place of that activity in the country'3 overall program. 



4. The lenders to make aimportantmay bp able tr contributiAon towf.rdalleviOLticn of employment prob ims y v.: greatertrvo. rLttention "1,employmnenit; ni.ng oither goals i'.n their d:is, u:n:ionn witi LI C w,.rt; abod;their gunarn. .rve1.op.ic)t' policies and pr,<,i:ns, TS lWi(dJlr:; ;Uay ,.xpct
to have grc,.t -infI.,ce with countrio; -. i ar,! t: :,m, (j b't-d 
to :mpTVrCv ..- a of the cnp!o,,aert pL,.; oe(,tW of' the.ir c.irt:iS zt ; but theirefforts m, also serve to increase recognil . .of the seriousness ofemplopren.t apects of Uvwv: ment uw.;ng M She aid re,,ivin countries,.
This i .iiueLca may be enhanc,.i i. the lende' convoy to them the ,nluir.
standing i Nt ju:igy.its thwLht. vWe Q ':AW own .,p 4, nX nce
lender wil.]iin,' 'eqsto 
hc1.p financ: their2 due.op,:nt activities, inclde among indcs or progress aR a".o,;.nt of. heir eml o;ymant policies and
im£!ement ati on Efiforts, 

5. Meetings of' cousu.-' A r.:oups A' l.end*-:.. "Ith hirh-Levej representa
tives of dev,.loping ,untr y present the ,aL, oce':,on to raic issuesrelated to em7,]V;wenU vityin h . context Wf' t.' LrC-. 'eUrq development
program. ii:i.vidual lan"i'.. aware thcof seniitjv ojs of many of the
developi.--- ;untr:ies.s to any senblunce of int:rfer1,ce'i..U their C.)mestic
affairs, may be reluctann to offer sugestios. ai-aberal.y on some ofthe broad po].iay iW,.Q.a , ch affect cmpl oym..t ,hereas internntional 
groups tenu to be less ',ulnrab.l. to sus'icions of their motivec. 

6. The primury r.o.Lnt or attention in thesn multilateral ccnveraationq

should be cri i;he ways in :,ilcb unloymert -um be advrsely a ffeeted by
distortions in foreia. n,:,-,g, ;-iL in,"-st r'rX:S tariif, tax., iage)

and other general 
 ecc,. mic policies ]eavg dishcus.ianor of ,.parat.epro>'t"-, scctor or Wa>r ,'*g.'ad D".ties : theV rt: n t& Vh,

employment situation to 1 ._to.a. 
"t advice .; a group of'lender couhur:ies nay be ton:- streng-.fi the roiti.on of
 
s developi.ng goveIrnent etviag .pLvr.t r
to ',ns in heose direct ons

in the face of surong 
 dc.,stic yolrical oyT).n: .lon. 

Impo tance of Cousi der.j. . gn.r..ioyuenL at 'th ?':i.;c , c, Plansl yn
Process . . . ........ ... .. .. .. _ _ _ _
 

7. Our cxveriene in ;-,hajnninA s . :n' .i,;.. inj cf foreigrq as. istanco
activities n.':i.th den,, .devg couni2.:s 2.-ds us to the con-.i ,:at on thatconsideratio.n. reLct- ve o employmeont .:rectlon (and eth.r:, high priority
goals) .: introd.ceid :tlith,.. -.... f stay 'f 1 cionc ofre activi'tle
for our t n i.a . ,-.a 1or. In this ,y projen. .";n:yrnr. pr-c.osals
can be ex.minca in h., light of ,ioeonomi. i ,s,.c't beforeirrevers: ble com:itments to !i,'_ntsLDC :..T;er ' ", .Lheri-usefulnss in i..s.-ing "t. etin.atc the emp1 o>Imen .ycr,,* ,.pari. araetj.vit,r considered by Jte.Lf, It is qi.te ossA -that the "Arec',emplopreent affects f a specific project may be nalig-"be and yet tha. 

http:n.':i.th
http:developi.ng
http:roiti.on
http:streng-.fi
http:a".o,;.nt
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project, can represent a key element in the nation's overall development

plan which as a whole may be expected 
 to have great impact ,,n the employ
ment picture. 

8. Ii 1972, a review was conducted by the Admnistrator 
of A.I.D. na.3 his top level policy advisors of the u equacy of our contri
bution to b-iping the developing,-cintrues solve the ir employment problems.
It was concluded that ooa" Agency needed tc intensify effortsits to make 
sure employment considerations we-e taken into accou-nt at every stage of'
the plarming and ecxcution of our progran,. As the fi.cst step in translating this policy directive intc action, o)Ux field I".ssions weru.
instructed u'o aria]yze with reprcsentatives cf the ho.,t govrerx-ment during
their periodic disc:ussious of overall prograin strategy the changes needed
in order to add emr).oyment! generation to sp,'cific goals of A.I.D.-tinanced
activities. Tt is sL i too ,,irly to judge to what e.ent this polic, 1w 
directive will induce a].d recip-,..nts to propose shiifts in their development strategy in order to L.Vwgreater we-ight to employ,:ent considerations.
In any event. the overall airect-'on of a ccintr, pro-ram cannot be shifted 
abruptly.
 

9. At the stxne tnie, we also J-naj,' cted our "'.io].d missions to include in
their evaluation of IO rropos.is fur U.S -.
aid I in, ced invest
ments an of howanalysis those proposals reiate to employment
considerations of the paxticular coutries. \4e hav, asked them to explore
how different socio-economic groups ,Ire affected bcth favorably and ad
versely in terms of their access to r,-q .r mo.rt remuncrativ employmentopportunities. In co].lahorsticr with host Ioverimer~ts, eplicit con
siderat:ion wl].l be g:iven to the implications cmJcymeni; rr
genration
of different tecliJques of iWplemenation of ejsc' progrm , activity. When
factor prices are ]istorted, missions are 
asked to con:i'Lder shad.r prices,
especially for foreign excnange,c capital, and Tlbor in the anddesign 
appraisal of projects.
 

10. The A.I.D. progra in CC.o!mbia provides a good iliustration of this
approach. Two major sector Loans support 6evclopPmuit xolicies and programs
oriented touard cmpioyment generation. Discuss:V,n bet-en '.T.D. and

Colombi an officials resulted 
in agreieent to support thc follc,.i-ng activiti:(i) agriculture: small farmers J.o.ecredit ro a-d currency finacing
for labor-intens ve onstruet ion of farm-to-market .-e-ler roads, (2)

iu~ban-regiona : credit 
 od:iium i iu and

medium cities and. financing4 basic ifrastrcure for low incomew urban

housing. These were all activities in which the Colembi 


for smali mni scale .-ustry small 

an Gow.:r;inent

planneO to ku,,adt a significant h-,mt of itz r',ou1'zcs,
o-

Flexibility in the Choice of Assistance ihstrunentc an(d M.:thoTs 

11. Lenders wishing to shift the focas of their aid prc1nr , .,: idiv.;ur].
investmunt projects to cross-sectoral. p-obems such as Ltnemployment, need 

http:rropos.is
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to consider wS! .Li.,cularx e re whehev' their capabilities I'or helping
aid reei.i:nto 00a] with these problems wi.l be improved by rretl,er use 
of loans not t:ed t.o the direct foreign e ch:nge comnponents of projects.
For individual developing courtries, M}ere is not a iecessary relacion
ship between the tot.al unournt of foreign aid that can be efficieity
used and M:e direct fcreign exehange co'pnor ts o large-seal.e projects.
If lenders restrict usne of their auid : the .'ore.gn c..sts of capital

projects "nd if the ,].veco'ping country's arCont neods fAr fore:hn aid
 
exceed the fo'veign cent components of it, investment piojects, a cleirbins tovurd selection of sectors and prooject with ) hi.,,h foreign c,'t

will be introduce., he :esul t will be dk'.ortion of the system of

priorit:,- for projects 
 ,I.ss, gned to vAuin.e national objectfivcs.
I.ncluding .. pans.on on employuent. By pvv",inr incentives t, Pu.y nbroad
when .vai ycreo,,en may cost toheir thele;s ;: Pconom:i..6.;, chi::e of
 
p'ojects, th.eir desi gn, an! their exoe !Jion may be biNo agu ns local
emp].eynen 6. 

12. When an aid :receivirg couwtry is taking action to iobi.Tiize its
domestic r'esour'ces tN On full e"v'e,.t c :aolie ard it is i.-:i
 
these savingcr effir.i nuly, a r.-qireMCnL on the part off th fu.ein
 

h .nlender that col r.y finance all.. iccr'1. ns:nn sf ,elop:mnt projects

may riot be in thy best i.ntcresLo N the develu:png country. J'hu result
 
can be reduction of oAher worthvhile development investments ov inflation 
or some combinati:n of both. The need for local :orency finacig is
 
often pavticula-lv acuo;. t,-o ,,he very 
p-or e.untri es v,,' re it is not
possib.e to rsis.n .- a:e, without redacig the alreedy, low levelo of con
sumption f is .:1irz:ns and the priorit. demands 
 on the available tax
 
resources i'e bremnL..OUs.
 

13. The J.nnder's QVI: ty to conbrilae to solution or employnent
 
prob.ems wny be enahned by re]ective use oif varJ in' ,' forms of aid 
nottied to thc foreign exchangce mnprent o[ peci.tic prc",je mt, Hoever,
while this' shoa.d 7'ccul in greater ew-.nr.munt gene'atigo (uthe:- things
being equril) , the .ffer, ilL n:&;be as gic>., as it ,iight if' other 
biases and lio, xi tc.3 result in ; oanpo:'priately ,.. ,- .,enni'..e
p.'oAScc c je.a'. nnd -el-tion. ' ,-',ev if fxeignn M,' , lende:rs 1'inance 
c;ome ca! costs, .e foreign exch:nnu covertud iMtn local currency
would still ted ".abe used V impoy. cxcessivey c'nipal.-intensive
tecMology i.f t onic p. -. ,.- ".chanie rate, uariff pD'.oy, intere ,.
rates, rtc. ) nf Lt Nv. c.ing Ou..L st,.sidize e:iptal relativi co

labor. Thus, c: .sedwhi1, in. fJru,..ing of local ccsts would he a helplu. 
sep, it is by m = sufficient to ensuo, aubata::tia.ly greater

employient ge'erat.Jr, £rmforeign aid. If the lciuw' .Liiaitdoe:. 

http:ge'erat.Jr
http:aubata::tia.ly


aid to financing foreign exchange costs, 2:en carc mit t to seethat the borrower does not try to incb:4, imports which are availablelocally in order to mJe maximum use of .c!ncossional cssistan,:e. 

14. Lending l.ecniques which direct.- or indirectly provide resoitreesfor local costs of ceveiopmur4; inet,,- iacIude thl.-- following: 

(a) f nanc nr with foreign currency a :portion of tle% ]c. al currencycosts iA'a project or sector; 

(b) fina-nc:i,-- with fore-,rn currency- the .ndirect t re,, . .menits attributable tc project c,,enditures in a,d6 LiLon ;o i:o'cimi,:.ctcomponents of the project (thib is the preferred technique fo:r A.'T. I
programs); 

(c) financing the foreign costs of n numbcr of projects (,',l:Aor unrelated) or a sector of the economy instcead of restr.c-in?, u. 
.. 

aid to the foreiGn cost.- of . sinrgle 1 ow,:'project in order to vnw.,incentives of the borrowver to enlarge u.necessarily the ixnportf comrponeni;
of that one project; 

(d) finaxicin ,. n]. commnondity ..... ,rat..rcquirments to
local currency for Yn,eting -omstic
cost: of he project, secto.r,
overall devclopmcnt progrwas; 

() providing food aid;
 

(f) providing commoditios for food-for-work pjbIA- work. fro,:w's 

(g) debt relief, 

15. Th::so techmniques car, influence emplogru:it in the recipient r,.esin diff,-rent ways. "'he choice between th.:.- *Thpnds not only or, nI!-needsof the :i.nCividuj1 corntry bu!, also cr, 'he conc !.s of %he lerJr w hrespect t.) (a) identifying th,.:e 2Id .oans v.ith e1,ortz of its TTr g (-..and serv-i.c,.s, and (b) for lenders with internaionaJ payents -'cb.the need to minimize the impact of the 
Ine,

ada" Progrm on the belanr:e ,, 

Advatages ,-,f the Different Techniques of Prcvii.rjT Aid from th Pui nt°--T of an7 kmplo-nnr- , inanc I 3-.-77 

16. The 2mpl.- ai.d device for fin-uncing local costs is by dir-,.-. -,-.versiu. of i;h].,nder' s curvrecn into et borroer's currnuy Fc r sonedono:r, ti presents a problem because publi.c support of their a'.J,may be d £pn-!rint on identification ,s -ieof aid l. W eort .2 tbrirgoods and services. Other donors p.refer Ko provder aid 
)'a 

i, ,:.oe: 

http:i:o'cimi,:.ct


rather thwi free foreign e~change because thcy believe this form of 
- aid. best -.protects theiri.balance-of.payments.. orthi srouan,a nnmber 

of donors prcfer nome form of aid giving which links the local currency 
financing with their exports. The extent to which such links reduce the 
value of the aid to the recipient depends in large measure on the 
limitation7 imposed on the use of the foreign currency spent to acquire 
local curenCy. This problem is discussed-in a subsequent section on 
aid tying. The local currenqy generated by the imports of aid-financed 
goods ind services can be budgeted for specific sectors or projects 
t,epcnding on: (1) extent to which the lender believes that this will, 
help improve sectoral performance by improving analysis of problems, in
creasirng internal resource mobilization, facilitating institution building 

policy ehanges, etc., 

to be associated with readily identifiable projects, and (3) the extent
 
to which the lender wishes to monitor the, expenditure of its aid V.znds.
 

PoA (2) whether the lender wishes its aid resources
 

17. An important concern that lenders have about. permpitting their aid 
to be used for local curreiicy relates to' the .indamental problem of 
JLngibility. While this problem applies to any kind of development 
assistance, it applies with special force to local cost financing. Local 
cost f.inancing will not result in. a net increase in employment if it 
simply substitiutes for .renoirceswhich would h6.,e otherwise been raised 
doiestically or if it fosters unproductive, low priority activities 
which otherwi.se might .be cut back in order to carry out the project. 
Therefore, lenders need ".3o consider carefu].ly whether the particular 
d-v eloping country has taken reasonable action to increase domestic 
,avings and to utilize them efficiently before agreeing to finance local 
costs of investments. They will also want to examine the overall pattern 
of foreign exchange use in order to judge whether the foreign exchange 
n,(la available or freed by local cost financing will also contribute to 
development objectives. The role of such multilateral fora as consultative 
groups in discissi patterns and trends in government expenditures, public 
savings, and foreign exchange u,e takes on special significance as the 
share of local financing increases.
 

18. For some lenders and. some developing countries, direct purchases of 
the borrower's currency may be the only practical way to finance local 
costs. Such a situation may arise when the donor is not an economic 
sov co of the imports needed by the LDC because of the geographic location 
of the aid receiving country or its traditional pattern of imports. 

.1.9. In thc past, A.I.D. has associated its assistrace with U.S. eroorts
 
by opening up special letters of credit in American banks for use by
 
importers of the aid recipient countries in purchasing a broad list of
 
American products. There is no assurance. of course, that such exports
 
are additional to those which would have taken place if the aid had been
 
made available as free dollars. However, in order to relate loan din
bursement more closely to implementation requirements of Iine particular
 

http:carefu].ly
http:otherwi.se
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loan supported development activity, A.I.D. often purchases the local
 
currency required directly with dollars. A.I.D. expects to authorize
 
during the fiscal year ending June 30, 1973, roughly $150 million out
 
of a total development ].oan . program of about $600 million for the
 
direct purchases of local currencies. Perhaps fou_.fifthr. of this "1.50
 
million vill 1.e for Latin American programs and the remainder will b.
 
in Africa and the Middle East. The high concentration of such financing
 
in Latin America is the result of (1) the high concentration on A.I.D.
 
lending in that continent for agricultral, education, and urban develop
ment projects in whi.,t local costs exceed the foreign exchange components, 
(2) cons:iderations relating to U.S. balance of payments; a much Jaxcer
 
portion of the free dollars speijt for acquisition of Latin Aunerican
 
currency may be expected to be respent for U.S. goods and services, and
 
(3) the special political relationship between Latin America and the
 
Jnited States.
 

Non-Project Aid Financing Genera) Import Requirements of the Developing 
Country
 

20. A developing country may be unable to undertake substantial public 
works projects (such as feeder roads, irrigation ditches, or low-cost 
housing) which will utilize idle workers and abundant domestic resources 
because of severely limited budgetary revenues and concern that deficit 
financing for such projects will result in inflation and indirect 
pressure on the balance of payments. 

21. General commodity import programs, food aid, or debt relief (which 
frees foreign exchange which otherise would have to be spent on debt 
service payments) all serve to cushion the impact of such expenditures 
on the balince of payments. The local currency proceeds of the general 
commodity imports on the surplus agriculture commolities can be budgeted
for these public expenditures. PL 118o cormodities which are mainly foodstfftf 
can be especially valuable in keeping down food prices. 

22. A greater impact on employment may be achieved by financing the
 
flo% of imports tc permit existing plants to operate nearer capacity rather 
than imports to finance expansion of productive capacity. Utilization of 
existing capacity, prticularly industrial, may be held back by a shortage
of fo:'eign exnhange for raw material imports in countries that have reach-I.J. 
a stage where thcy acu able to prow-de domestically capital goods and 
other requirements for new investment while an increasinig volume of mports 
is needed to suotain ceonoic growth. The same situation !ny be brought 
about w;hcn raw material imports might have to be restricted because 
the country is confronted with substantial and inescapable claims on 
availa .le foreign exchange, such as a critical need for food imports
follring a major crop failure or the necessity to meet substantial 
foreign debt service requirements. The role of debt relief operations 



-- 
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in supporting development and employment objectives is apparent in
 
this last sitlation.
 

23. Assurance of adequate assistanuce not tied to thn fore:ipn costs of 
projects cal !,.elp a developing country to adju:;t to devaWur.ion of :iL:;foreign exchar(';o rate and ].:i.berali7ration of its import control. r1ystenm.
The provisicu of non.-project aid in -uch situations can bc an extremoly
important cox.r~ibution to employment to the degree that it helps the
developing country establish realisticmore factor pricing which reduces 
the bias toward capital. intensive investments. 

Package of Mixed Aid Rescirces for Interrelated Projects 

24. A.I.D. is striving to shft its focus away from isolatend projeclts
 
at one extreme -jid p~t.o raf loans at the other 
extreme toward so calledsector loans directed at solution of problems which are obstructing
tne developmental process of the corinf;ry concerned. (A.I.D. is continuing
to provide project and prog:t,,'wi as w,J. as sector loans. See Appendi-)
for pertinent data.) The :,roblems on which we are placing emphasis are
those affecting human welfare, among which employment is (ti.ven a priority
position. Our aim is to concentrate all of ouor aid resouice,,i --. tech
nical assistance, capital resourcer surplus agriculbtral c:o;rnn, itie s,

traiuing and research -- on e'r integrated attack on a lim:''I. rhu'rr

of problums. To help the receiving country identif- its mast criical
 
problems and to develop a bens-ble strategy for addressir, t.em, we rc
 
encouraging recipi ent coutries to undertake 
 coPrIrehensivc nalyses of
the few selected problem ;eis, with the help of U.S. technical advisozt
if desired, Not all the problems selected for such study require the
 
same scope or depth of analysis. Nor are the interest 
wid capabilities

of the different LDCs for conducting such analyses unifon. 1Iowevcr,
 
we try to persuadc. them 
 to make the analyses caprehensive enough to
 
encomnass to the fensible,
extent the resource requirements, manpower,
institutional and policy coniponents. We hope that through such anaysis
the individual receiving cou-try will develop an improved stratogy for
 
addressing its more serious development problems. This strategy sild
 
serve as 
 a guide to decisions on allocations of do.wmeic, as wellforeign aid resource CAlocations. B-y providing paek:c of U.S. aida 
resources to finance a group of interrelated projects which impie.::'nt
the agreed upon strategy, ,.:e hope to develop an aid tcchnique wlich wil
 
be an appropriate and effective means for:
 

bringing policy issues pertalning to a particular prob.,rn 
area to the attention of dec:is ion makers; 

-- identifying interrelated Institutional '.)roblfms within a 
sector of the economiy or those affecting a number ol' sectors; 

evaluating consistency of iWves+.,:,nt prog.is. 
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23. A.I.D. package ].oans for interreliaed projects (sector *.oans) oftencontain a sizeablc local cost componet. The dollars provided for localcost financing may or mf.y not be tied to purchnse of U.S. and LDC goods
and services, depending theon individual country consideratior:s. 

Intermediate Credit Institutions 

24. The most practical technique for lenders to channel. their foreig,nassistance resources to small enterprises, which i:;c postulate tend toemploy more labor-intensive than large businesses, is through localIntermediate Credit institutions (ICs). For adwi nistrative reasons,
it is not feasible for fc2'eign assistance agencies to invest di'ectly
in private ent-rprises un..e ,s they 
 are large scale businesses. Althoughinvesting in the establishment of a ;1oca. credit institution pur se willnot , a!)rantee improvement of employrnem;, lenders cani suc-help intitutions achieve this result (i) by cooperaoiig with Ihem in estol, :ishing

the criteria for their operations which 
will ensurc a broad geog,:,hic
distribution of credit resoLu'ccs, and (2) by encouirL.ing ]eoui.rf tosmall enterprises, such as by stipulat+,ng ceilintrs on the size of pro
ductive units eligible for subloans.
 

25. 
 The types of intermediate credit insti tutions which have been the
beneficiaries of A.I.D. resources are nuierous. hcy include ntional,

regional, and urban development banks, sublending 
for a number ofdifferent sectors (industry, mining, ngriculture, fisheries, home construction, rural electrification, 
 and iourism, inter a.ia), institutionsto improve capital market.q and internetional banks to promote regional

economic in(tegration of neighboring countries.
 

26. Most of A.I.D. loans to ICIs are made under a two-step arrangement

whereby loans are extended by A.I.D. to the government concerned and that
government transfers the resoul-ces to a domestic credit institution forrelendiag on harder terms to the end-user in accordance with an agreement
 
with A.I.D.
 

27. In the Spring of 1969, A.!..D. undertook a comprehensive review ofthe effectiveness of intermediate credit ii.stitutionc, most of which weredesigned to Teet the needs of indu-ctcy, to evaluate their effc(tiveness.Findings relevant Uo the current discussior, are sunL:i-rized in the fo].lo',.ii. 
paragraphs. 

28. One major deficiency of industrial ICI operations arises from freouentdistortions structure prices thein the of in markets in which they operate. 

http:fo].lo',.ii
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Since IC~s in making their individual loan decisions necessarily depefnd
 
considerably on expected commercin, profitability of the borrower o
 
determined by market prices, distortion of thre prices by gover'jnvnt
 
policies nr excessive protection. over-valued currency, etc., will dig
tort the %l.cationof INf rer:rurce-. There was general agreement that,
 
these dMUtoiions were often a serious prob3em and that the preferred way
 
of dealin:g with them, Ahere practicable, was through correcting goverta,ent
 
economic policies.
 

29. Beyond this generai, agreement, a definite dichotomy emerged. One 
view hold that iCIs should be guided by harket price signa.s. This view 
appeared to be applied particularly to privarte MIs, which were established 
Qo be profit-making :i.nst itution;. Mhe opposing view '..;as tht where changes
in governent economic pol..cies to eliminate price distortions were not 
practicabl , this situation Aould niot rule out more direct effo.rts at
 
offsetting policies or practices by the ICIs to correct !or excessive pro:
tection, over-valued cychange rateo , etc. This wighL, b,. a; formal w;
 
the general use of shadow price- :r mi h1 simp.i.y provide some knd of
 
pr:irity ranking for certain subsuckeors.
 

30. The interest rWte was widely agreed to be a irequcntly distort:d1 price. 
]utert:est rates held d-wn by laws or regulations were g(.ueiLly thou:,hft 
to be low.er than is warranted in many, if not most, L)Cs, and rate2 
charged by ICIs are often at the low Qnd of the scale. A close.y AeW.ted 
finding was th3.t the availabil1ity of funds for mediutm- tnd long- erm loans 
is generally of much greater importance to the potenial borrower than 
is the interest rate -- the prospecl; of obtaining credit sn meiium-te.rni 
Ureatly outweighs a few percentage points on the ntercy t charged. 

31. The interest rates charge. to ICls supported by A.I.D. generally 
include a subsidy -- and sometimes a large ,one -- to the ICI and/or its 
sub-borrower. It was gey.era.ly areed that a "lower th . markei;" rate 
to C.Ts might be justified to subsiiize certnin kinds of perfo:.n ance. 
There was also, howenor, a videly held view that the amount of suis.uy 
its rationale, and who were its bw> of..ciarWco, all appeared to be le'..; 
fully understood than they should be, and that the providers of such 
suhsidie should know and approve of the purpcse2 served. 

32. Medium- nd :long-teim lending to the smaller borrower3 was found tQ 
be particularly scarce, Fe: re lar Cis mnke many reN,.ly small loa1L" 
end there are very few specializei smaI1 loan IOI. This appears no be 
e.plained by Lhe high costs, adminirurative roquire:e.- ts, and needed 
geographic dispersion which rake very smali-;cale .e;dir.: inappropriate 
for most existing ICls, particularly private ones. HigMer interest rates 
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are appropriate to cover' the higher risks and higher cost:., hut ehn,',i., 
such rates is likely to be politically difficu because they may ;,pp .
 
to discriminate against the smal.l borrowers relative to 
[arpgr ores. 

33. A.I. D. 'h"smade both dollar loans and local currency .oans for CIs. '* 
M~parience indicates that loans in dollars are often not well suited Q. 
the central purposes of the ICI. While it is true that .:rny of there
 
institutios may need foreign exchange as well as 
loc.l currency, spacial
ava:il.ilities of co.mmercial dollars can place the ICI io a positionr cf
 
being v rationer of scarce foreign exchange -- as well as a rati.on r of 
scarce long-term credit. I. furthcr,complication app:licable to A.I.D. 
doifar .oans is that ICTs and the sub-borrowers must deal with t e rin
,:sem
of tied procurrment itcm-by-item.
 

3 I. A simila;r review of small farmer credit programs will be held ,;i;, 
yez_:. Cer,.tain of the tentative conclusions, from the var.ous paper, 
already prepared for this review are relevant tq this discussion.
 

35. 	 Several interest rate patterns are evident. The rate. ar'e ,sn lIy
 
ow, generally in the ran;e of 4 to 1.2% per year. 
 There are instance,:
 
of lo;wcr rates and even cases of zero rates of iNterest. aue w.
 
inflation, the real rates of interest have often been negative. 
 In in
majority of cases, the rates of interest charged are lower khan usu.i.
 
com'nercial bank rates; they are even lower on 
credit specifical.yv d r:,,:c!-i
 
at ;aall fa,ners in many cases. 
 On the other hand, in several instw.,,, 
the rates effectively charged are higher than the nomi.nal rates quoted 
because of various loan fees. 

36. The generally low rates of interest have often been justified 
an
 
the grounds that small farmers have been exploited by lenders who ,h'h"gc: 
exorbitant rates of interest, pay low prices for pro'acts purchased, tn 
ask high prices for inputs sold. It has aio been argu& that t.raditiof,..
 
farmers need special inducements to use high.y productive inputs.
 

37. 1y and large, suc]h views are being challenged both on empiricalJ 
grounds an'! as guides to Wl.icy. Recent research has shown that i, : 
will respond to technological changes that resu.t in positie returns. 
Av;cn ,,here a subsidy is needed, there is a question whether I.ow creoli 

is the most cfficier& delivery method. If low rates of intercst r,,. 
credit institutions to favor large farmers, or j!' tl,e lower rates redlu, 
t):e -.. ount of private funds available for loans, they arp no; wor'ii, 
to the advan-tage of small farmers. It appears that this is often th. ,. 

XMost often from the proceeds of the sale of U.S. agriculture cosmodita:..
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38. If rates of- interest _were increased" .( larger.farnerumi r gi;

felease i'unde from their less productive uses which woul~d become


TIlable f~r sal farmers; (2) lending institutions might find the
 
h:gher rates adequate compensation for the higher cost of servic'ing

sm& farmers ; (3) informal lenders
comnetitive!" 	 might be forced to behave moretal mightmoraY;and () a more realistic price of capita) might

l nco~uage se].ection of more labor-intensive crops and methods.
 

Fcod for Wages - Work Proj cts 

39. 	 During fisca]. year 1972 the United States provided food as partial

fLull payment of wages to approximately .5 million workers and their


!-amilies. All of the workers were engaged in self-help projects dcroigned
to.contribute to overall economic, community and social developmenL.

The value of the commodities shipped w.as $65 million. 
 h'Mse projects
i.e admini:,Lered.by the recipient government in accordance with bilaueral
 

g'1ernmnt-i o-governmen agreements by U.3.
or private voluntary agencies
ini.coopoeration with the host government. 'Typically, about sixty develop.
ing countries participate in this program. 

-,I Public works constructed under this program includc: roads, f.ood 
control, irrigation systems, reforestation, soil conservtion and
 
zreclayniat,on, rural electrification, and schools.
 

41. One of' the mair limitations of food-for-wages public -works as an 
employmert-creating program is that economical.ly useful projects require

effec~ive, c-reful supervision. The more labor-intensive the project,

th greater the need for additional, careful supervision. Another short
coming of this technique is that the host government must provide sizeable 
local.currency outlays to cover the costs of administration and distri
but ion, which may even exceed the value of goods received. For acbninistra
tive and substantive reasons, A.I.D. restricts the portiono of the food 
which may be sold to obtain local currency to the tools needed on spociic
projects. We recognize, however, that in some cases, sale of the food-Ssttffs on the local market to permit :payment of wages all in cash would
be preferable from.the workers' point of view. 

h2. Food-for;-wages public works projects are a relatively short-lived 
sc;'1ce of eplocynment. Hopefully, through on-the-job training and economic 
multiplier effects on the rest of the economy, as well as the creation of
productive infrastructure, these projects will provide additional, lasting=
job opportunities. They also provide "breathing room" for additional 
emplonent and self-emplonent to be created in small-scale industry and 

, : ,,-i;• kP ) ?" _. ,0 
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agricuiture with the help of domestic and foreign private and public 
investment and "Id. 

Untying of bj _velopment Assistance 

43 . The. primary aruiment foi untying aid funds is to increase the volume
 
of goods and servi c' which .maybe purchased by per nj 1.Ling the recipient
 
to use.c the Hid tJ:e~tis for pcoeureraent fr:om the lowest cost source. If
 
an assi-stance has poi.tt -e effect emp].o,v-ent in the recipient
a ,cn. on 

country, then uting will enm.c.e this effect since real
morc resources 
will be transf r d for the pa'roseq of the poCr-.s for a given dollar 
amoun:.t W ossi, . c e. If an asistance program is Piased againot empl.oy
ment Veneration, then the benefits with respect to this objective may be
 
minimal.
 

4b. .u-te Clenina up of a wide ranfe ,.f procuarement -oitr-es may permit 
seleebion of capitali eq'ipmeutt bbfer adapted to .lah:or-intenciveLechi::.o,,y 
than that avai.allc from the dunor 'ou:,,.'y. ]hAne:its to the recipient 
country wll. obviously be greoer if aid i,u im od fi,-r procuremen t;among 
develc.'d an well no developing< count1riez UntyinR which limits eligible
 
source to the len.er country and devel, gptr1_
countries will ha.]p employ
ment :in the IDC 's to the extent they part:iLpate t souye contr.e . 
The employc.nt efts will be gvocater iC procurement is from 1.abor-inte-nive 
industriec. 

h5. The signif:ic.nce of aid- A_.n as a means of promoting increased expoxts 
from the donor country may be partly illusory. The aid-financed exports
from the donor to the recipient may srbstitute for normal co.maercial 
imports, thus freeing an equivalont anount of these foreign exchange re
sou':es of the developing country to use as it sees fit. To the extent 
that such substitution does take p1n, t~oe adverse consequences of aid-
tying for the recipient country is reduced. The breadth of choices 
among goods pri ucn(ed in the onor coiukrX Ailible for procurement with 
tied crel ipts ALso affects "he ue-ree to which tying decreases the quality
of aidMegre

. , 1_ r te olein of ood the smaller the risk Lhat the. ...~T 
dev ing country m 

,, 

buy with tied aid resources more costly goods. .a 


in order to fully utilize aid credits.
 

4G. The type of f,:reign aid tied also has some bearinr on the extert. 
to which Lying :n0''rsely affects employment. The tying of loans for 
capital projects to p-ou-em ,t in the don.o,' country pr',>,bl.y l.imitc the 
choice a._n g difV ere:it technologies more th.n the tying of loans for 
general Pormrnodity imports (assuming he selection of goods which may be 
purch o..AS the credit is not seve.rely limited). Loans for general 
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conmodity imports probably permit: a higher degree of substitution Po'. 
commercial imports than project loans and thus the LDY is less restricted 
i n its search foi th,: most suitable goods from the cheapest sou'ce. 

h7. The ext ::nt to which tied Pid distorts :ormal import patterns also
 
depends on 
 6he number of countries providing credits to the individual
receiving country. The more sources of forelgL: credits available to
 
the !DC, the greater will be the possibilities for matching procurement

with the most economic source and most
the appropriate technoloLy. 

48. The United States attributes great importance to untying as a means

of improving the effectiveness of foreign aid. As DAC has been 
 inforned,
A. I.D. untied :ts :ve.lopent loans to perimiL procurnmcut in dcvci urx. rig

countries in Le fall 
 of 1970. We believe even this .iLed degree of

uuitying oil] favoraly i.nflucnce employment, an the ]!,A producers

capital goods should Ie able 

of'
 
to supp.y equipment more app:ropriate to the resources en-downents of other LL.- 's than that available from the indus

trially advanced countries. Thus far, however, the volume cf such
 
procurement has been relatively 
 small and tie capital goods component
in:significanit. The effect on employment in source countries has also 
p1robably ue-: fairI.y modat since tMe bhlvk of p,-euoe,.ojj hash ,-en icrsuch relativeLy capital-i ntensivc commoditics as fcrtil.imzc and copper.Total proc'u.c]uent in ,TC',s has reached the love] of about $20 million per
 
year. We expect this procurement to continue on an upward trend an the
recipients become mcre familiar with suppliers 
 in other LDC's. In the

appendix is a table showing the co:-modity composition, the sources, and
 
the destination of this procurement.
 

49. In addition to untying all devolo-ment loans with respect to LDC

pPocureneco. 
 abou; 30 percent of our development loans are used for
purchases of local currencies to finance program activities wiuhin the 
recipient coatries. There are no restrictions on the subsequent use ofthese dollars. (See previous section localon currency financing for 
further discussion. ) 

50. A.I. P. deve]opmental grant funds may be spent only for purchase of 
U.S. goods and services. 

.51. Under ,,ur uppoarting Assistance programs, cash grants, which aretotal.l.y untied in effect, are made in exceptional circwns,uces. Nb.o
curarent of gools and serviees in both developed and developing countries
is also p.rMited with: Suppor'ting Asist:nce funds when justified on a 
case-by-case basis for reasons of expediency. 
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Project .b: I.101 Procedurs and Rcl ated Consileration, 

52. lender.-. , several kinds decisions1 o:ri of under the heaing of p'o;iect
 
execution T r.'ores which have possible implications for employinmen;t
 
generation. L'!ee include choices with respect. to (].) nat;:ionality of
 
desiqrn COnstLGLtfrlt, (2) nationality of construction contractor, (3) size
 
of contracor. and type contractor or
01) of local. (public private).
 
The followin, di.cussion applies mainly to publ.ic construc .,ion activities
 
although mary of the observations apply tu other sectors as Well.
 

53. One of the main conclusions of the discussion is that the implications 
for employment, generation of several of the above-mentioned choices are 
by rIo means clear, and that, in any event, a more irpurtinnt dcterminart 
of einplo3.ren.f, es;eration than the nationality of a contractor, whether 
he is from '-he private or public sector, or perbaps even hib.s size, is the
 
preparation by 
 the lender of instructions for de:gn or scopn,-of-worh. 

(.) Nat icnality of design consul.tant. 

511. It has been arguCd that .cca1 consultants may be iw,re ..'wr.i.l.inx 
with and recommenid. labor-intensive api!roY'ches wwiii ,e foreiJ.j., ,*nsujtA/,n;; 
may not only rc(cc.iwnend capiltal-inteiusj e methods lbut, may appl1y unnecrsar.].y 
rigorous staidards, requiring capital-intensive approache:s. r'ut this
 
relationship miay be difficult to verify in practice. In thie first place,
 
local des.ign firimns are still rare, if not completely absent, in many
 
developing count-ies. Second, it may be difficult to identify what is
 
"foreij.n" and .rhat is "local". Many "local" design 
as well as constiuction 

f.rms are local branches of international firms .where all. but a few top 
managers may be indigenous personnel. Finally, if the professional and 
technical personnel of "local" design firms have training and experience 
in developed countries (as is likely), their reconunendations may lean towar'd 
capital-intensive approaches in any event.
 

55, Thus. the distinction between "foreign" and "local" - particularly
 
in the case of design firms - may be of limited usefulness. It would seem
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more important that the lender ar:ljor recipient government agencymake sure that a labor-intensive apprcach be incorporated in the acoipe.of work .fo the desioi f i.rm assuceto use n, such an appi"oach d]iinijthe implemertation s ,age. At the same time therec- may bei)(jn:ance:where use of' local. engineering talent could, have an important impacton emplovi,.h.;k generation. This is likely where a country has built up
inigenou - .",.nrt overse come neriod of [Ar... An examp.1 e would berice land i.rrigtion engineers in rice pro-ducin. countries such asViei,lhn, Krva, etc. Lenders should considor tapping tW.s kind of talcit 
for other dove.onin countries on a prime or subcontractcca basis depnding

on project requireraentq.
 

5E, Alt.hough A.I.D. has no regulation against the use of lc,!.consul-tants 
 there is a tendency, for the reasons mentincr 
 above, to
use U.S. firils. But the agency is beginninfg to ask d"eci.n totdeliberately develop labor-intensive design features 
(in road construction in Central Plaerica, and possibly in Indonesi.a).
 

(2) Nationality of construction contractor 

57, The di.stincthioo between design and :on- tretl-or: in "mpor!,.nt. Once the design for a project has 
;een determiW.e[ , tho ra,.:: of conl,ruetion methods which a construction cuntractor can use may be limited.
For example, a highway built to handle loaded 5(,'-ton trucL.S may require
a certain design :hich, in Yurn, can be built only in relatively cadtalintensive ways. 
 It is probably generally true Lhat the higher the designstandards, a1 , it established for quality objectives, the lesser the
range of feasible 
cons ructicn mebhods. 
 7hus, it is most ipcrtant from
 
an employent pointstarar&d . view to ensure that a project is not design ed forwhich are not warranted in the engivoeri.n, stage. If appropriatedesign standard's 
are SeL, then the corstruch;lon s ages ,ay.ypermit considerable scope for application cf ].abor-intensive methods.
 

58. Consrtruetion coNtractors are vndoubted]v more plentiful locallythan ccinautnts. Such firms at liely, althnujL not necessarily (for
the reasons ientioned above), to use a greater proportion of localwUCerials an well as more labor-.hnensive methods than foreign construction

firms..
 

59. 
 Lenders might want to consider extendQ6 preferences to ].ocalconstrucuion firms although this raises certain administrative problems.
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The IBRD extends a 15% preference to local contractor:;. This rule,
while sQmple to administer, 
 ignore the wide difference cxistingin some countries between official exch.ngc rates, on th,:: one hand,
and dome-;tic-world price ratios, on the othor. Owing to nee.
regulations in 19"70 .,ich permit procurement from dcvcioning countrie., procurement of engri1neerihg and construc tion servicos underborrower ccntracts financed by A.I.D. is permitted from ,ny eligible

developing country 
 source, including the borrowing country. 

(3) Size of contractor
 

60. L rger contractors in any sector may be more capit!al-intersive
than smaller ones (statistical evidence for munuCacturg; and agriculture
supports this). Lar'gCe fi:ms tend to be in mostthe fuv",r posil..ionn toobtain subsidies on capiuuta_ (iSport Pr.vilces.e, subsidW interest rates,.'re1

etc. ) and they arc proaly more subject to ,mforcemcfl.; of wage lows a,,
other labor l.ogislaioe , as well. There may ,/oo be ,vernin to m]iy.griglarge groups of' lao, which of course would b, more .ikely. in theof labor-Si tensive large firms, par Li' .] ar.y ini public 

case 
construction. 

61. For several reasons, therefore, use of small contractor, il:kely to lead to grc;.ter employnenb generation on a project than use ofone larle contzractor. Lenders should explore various techniques foremploying small contractors. It rLight be feasible to contract variousstages or even tasks in the construction process to smaller firms (forexnple, in road construction: digging, earth moving, grading, ditching,etc. ) or i;o con tract subcomponents of a project to smaller contractors(such as, sr;nents of a road, bridgps, wa.1.kways, etc. ) Use of smallcontractor.- on a large project vould. require the general. or prime contractop' Lo coordinate ane manage Lhe entire project. This kind of
eopertise way be dificuli, to find in some countries. 

62, Use of smal contractors wil. not guarantee significantly moreL.bur-iensive me.hods. Accordingly, ?.t is important that those featuresof the project, W.ich can be constructed effectively in a labor-intensive 
way (such as, ditching, laying culverts, and other tasks in road construction) be specific) to be so constructed in the design instructions.
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63. A.I.D. has no formal limitation on minimumi size of contractor,
but agency practice b.L.sed on prequa.1ification testo tends to favor lafe
firms. Interi .,tional construction fiii :: natura.t'ly tend to be ]arge
amid it is easier to deal with large "Irca] eortt'itI*,:,-s 1,,r 1.r1
onles. 1Ue latter factor also suggent.so~i5.1d(!LtJ.iin of the r'i.m: or,
tractor approach. 

,i) Tbq:c. of locfl contractor (private or )),ub..lic) 

6hi A rel_.ted question concerns the use of public force account 
(tmiporary expansion of' public works departments) v,;. use of privatc
contractors for public construction pi-oje:;es. It is not clemr whether 
one a.fllroa2 is more ]ab'.r-intensive thaan another. Small private con*
tractors, for the reasons mentioned above, may he more labor-intensive

-hir a large publi-: works department.
 

65. One possibility tright be to have the public works department
-..Tvc as the prime or ma' agement contractor and for smaller subcontractors 
-to come f 'om the private sector (this has been tried with so.,e succes:
in thc United States -- in the General Scrv,,rs Adi.iiistratjion of the 
Fedie'al Govcriwi rit I;he Lat, Yok). ctuh t• 
sup))y o!f private ccntractors for some bindcs ,f p,'net- will. be :o
limi-,ed as to require u.e f,-,fpublic force aceou. It. o , 

arid In SDagu ,j " 1:1 ,oiiou l"it: 

fobyi.-.;,,l,
and aval.labJ] i ,v oI ].abe- for work in outlying are:.s may a ' pre:-*udc
pu:.'ate conltrac!.g. MorCeo'err, ir. some c: .ses, coU.d.dcr:b]e ca: wandii..L.J

techi;.cal assistance on the nart of lender, has dr:vcl.ope'd cometent publc
works departments which may be able to effectively mornt labor-irltensilve 
proj :cts. 

Conclusion 

66. Lenders may wish to give more attention to the above-mentioned "spuor.z
of project execution procedures which may result in greater emplo-ment
geneirLtion. Bu~t q.s indicated at the outset of this section, the probable
key factor is tihe scope of work seL 1:,' the lender for the desigrn conrsltrit
which, in tmn., will have important i:;pliea;ions for the methods adopte.d.
by,, the eonstruction contractor. Also, reconizin the object're -..:a su:
, ective obstacle:; to more labor- in t;. ns ive approaceIes (riiscus:<- .bc.)r 
it is importan'-, 1o try to modify the system of incentives af2 ectin..tractors, 'nc-e incentives are 1,oth direct ,.-: an indirect, positive and 
neg.tive, rA -fectr' both lend1er agency personr:l ann :ontractors.
exmiple, zett.:in,. unnecessarily sho't 

For 
t'ime J...ti on the co:struction piod

for a project i:il.1 encourage mere capital-iderive approache-. Conversel-,
basing evaluations on the extent to which labor-intensivc af.te-nstive.'e:, 
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explored or limiLing tho foreign exchange provided for a .erLain pr,,jr.-cf;

will encourag,! more labor-intenvive approachos.
 

ProJ ert and T Lnj ,-zzn Apa.iai:;al, Revie-w, Fvaluat'i.on and Feedb!.tCe 

67. Prt of lle progr-rem~in, and iL-p:lurentaf ion cycle of A.I.D. coni.8lz
of a ;equenc: of project or progrus design fol.lowed by app,.risal,and r.:7iOewin the field and Wnshingtcn, monitoring of imp].uw:.ieitati o-, a.d. evaJ.umnd.on
of rc:.:ults. Although ii i much more difficult to affect an uIready de,".ijedproject at a later stage, this possibility should not be ovurlooked, rd,
in any event, !;rojcct review and evaluation can and should affect the design
of future projects.
 

O6. At A. I.D., employment considerations are now raised during reviewsof proposed projects and prograis in Washington. Tis has led to chanj.es

in existing de:sign in soe.o 
cones 
(for example, increasedl i.Mejtiion to Ulcrcquirements of'nrall and madiun: sca1 firms for a )rogv.u , a:::Ir oca
to technological institu.e:s 
 in Brazil) and to L Tnitmeni t.', :;;Ludiy cn 
intrcv-' la ,r-intensive approachus :1,tu the d,::'.gv u.f i:,,..u prujcc L:

(for example, road construction in CMnral Amneri:n or 
Induo;:cia). 

69. A.[.D. lus duvoted Pubotantial efforts to dcvl.opq: rao h',olg'i.e

for evaluatip; Mts projects and prorTns 
but the task .iptU.irng thoseconcepts it prc Lice in just beginning. A .imaiLed numb,.i. of* r-':ip1.Qt4
projects is no.; 
being selected for an evaluation of their heviefil, inciCd.nree

in terms of employment and access to resources and opporLurities. It is
hoped that such evaluations will beco:re a regulur process and that local

social.scientists will participate in the design and impleme ncation of

such evaluations. Tt is also essential that the results of sucL evalua
tions be sGystematicaily fed back into the implementation and design stages.
 

7r. M.:eaningful. evl-tion is Thmpos:.:.ible without base-line daa against

which 
 Lo judge tie impact of a project on employment and incomes. Thus,

project desig;n .iould include as intezral parts: (1) 3atheria.n of"basic
1n for-"tion on the emplCynent and income status of target and related
noii-tar" groups and (2) formulation of realistic employment and income 
6oals, by turgU L roup, as an aid to evaluation and possible modification
 
of the project cr design of new projects.
 

Research
 

71. 
 Research in an important tool which a lender has to improve the
employnient, impact of its assistance. 'This includes analytical research at a general level, but of equal and perhaps, at the current state of
 

http:d,::'.gv
http:chanj.es
http:evaJ.umnd.on
http:Fvaluat'i.on
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knowledge, more important, experimental research in the form or idlot
 
projeci, . Uriv(;.r:;ities and a wide range of goverji ci Lva., in,L'ra t :ionai.
 
arid private orgtuiiations are carryinig out analyti(:a.l. resar.'ch on
 
emplnyrent and, developrzent, but lender agencies - and particildrl y those
 
cngaged. in capi tal as well as technical asn-istance - are in a unique
 
position o test operationally the possibilities suggested by theoretical
 
researclh.
 

72. A. I.D. is supporting analytical resea-r.ch on enp.omcnt and develop
ment .0 s.everal major U.S. unive-esitie3 as well as thr~ough the U.S. 
National Academy of Sciences. These projects are identified in the 
backgrnznd paper lprovided by the U.S. Delegation to the D.A.C". 1,eeting 
e the I ,ployment Problum in the Less Developed Cuuntries, Dcceuibcr 6-7, 
1972.* in rddition to the projects mentioned there, a new rescarch 
projec, on "income Distribution, Growth, and Public Pblicy", to be carried 
out by a group of researchers at Princcton Universitly and the Brookings 
Insti tItion, will address several important employr-ioet-related questions 
by extmoiining distributional implications of land reform, public works, 
labor and other policies and prog-'6,ams. 

73. Tiie Agency io supporting several einplo.y lent-rc-:. Led rusearch pro
jects uf a rmore operational natu'e. The fi.r.t, bci;ui, carried out by 
the Ar'oa-c D. Little Company, is ext-]inint ways of rediucing c5;; t in 
civil const_'uction projects, including labor-irtensiec road construction 
in selecte.d countries (Colombia, the Phjilippines, aiIl. one or two other 
c,:,unt, ). second. project is development of small-scale agricultural1n The 
inachi.nery and implement prototypes tat the International R'ce Rcsearch 
Tu. ti f;ute suitable for comercial production by local small-scale 
ma.:,;uf'v..urers and feasible (in terms of- cost and quality) for loca]. small 
farmers. A third project planned to begin in J.973 is to expand and 
improve '.ho capability of the (eorgia Institute of Tcchnolo,[ to extend 
it," sMa.l--scale industry technical a.3;isl;ance experiencc in Georgia and 
Parng iay' to other developing countrierz. 'hi:; will inelude rcse,ach and 
develomen]i;inheci to technical a.sistance. The Ageicy is alsu contem
pl.ntin: c.cing an exper.:,,mental or pilot pro.ject co;nponent to several. 
prop1.-'Cl roadl cc:!.tructlon projects (in Central America -jnd I.ndorsip). 
The plan is to arz< a contractor to test out on a 10 to 20 mile stretch 
of road the ranp- : of intermediate techro].egies sugge:.te, by .iD esar' 
on sub.tituticn cf Tabor for capital equipment in road buiduiri. 'Thse 

n1scude bcth substituting labor-intensive iethods for cap(ital.
~.(?et,;d3 trying to increase the efficienc ofi inherently-ie and 

labor- iv en-i v- methods, 

*×DAC (721) AID Policy Background Paier on J o-.plc-..ertt 2.d Income
 
Dist'i.ution, pp. 20-23, 42.
 

http:sugge:.te
http:resea-r.ch
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Training 

74. Ihii.e the implications of labor-intensive alternativns for lokil] d
 
worker requirements is uncl.ear, it is cIetr 
 from rcsearch aL ,he TI.d)
and elsewhere that the supervisory a:,i manaement requirm..e!Lt- of .Labo-r
initensive i. 'ra.structure construction and operation are grev.Ler thani
 
for capi ltUa-intensive a-Iternatives. 'I''a.ning o' theqe per,-oinel has
 
of, en been ign.ored in donor-financed -pvojects, and serious operational.

problem:: have followed when 
 expatriate personnel, have departed. 'he
 
inCO~yc<'?,%ion of a training componenL t0o 
 develop a full coiji.c'm,-nt of
 
domc. 'ic managelial and technical personnel will be 
 even more essential
 
for labcr,-intensive projecls.
 

75. ~Donors also support developed coutry training of develo'n count~ry 
] ofe8:; iornais and technicians. raining in such fields as crminoeling,
agcricu.tLture, adinistration and education is likely to refluct the 
capital-rich, labor-scarce economic environment of advanced countries 
in its curricula (tCXts, exnmles, exercises, etc.). A.I.D. is cxarminin; 
wars to introduce methodIs .'f design, introduction and apprtd.s:il of
J.abo;.-intensive approaches in su2h training through :short-term couses 
or i,od.ification of ex.stii,'g courses. It also .n.. to. 
ment considerations into the orientation of con.mutLatn and Leclij i. 
assist.ance experts. 



FISCAL Y.FR1972 A.I.D. CO7i,TI S;!  _ OF .SSIST-E A--A2 OTA - - .y 
(Thousandz of oIl 1 ars) 

.-AD
CT/IO-. 

_7ea_ East 
crdSo lt}, Asia 

East Asia 
lctin and- cam-Rgona on 

M TOMI, 

_ASS,: 7SA TOAL 

Develc=.ent Loans
Sxpporting Assistance 

Conin eny F~n 

soL(-tA21T TOTAL 

2t071.550 

0_28*1627.723 

1099,700
457.,702 

,.nti.g- y3,839 

105,800 

L,'0 .- 33.0 0 

, _ _ _ _ _1_,3% 34.000 
:23-.L 0coo 

75,700 32,GO0
95,000 

32 12-dla.196 52,000 

900 

7o,6 

605 86 
.7 
75,3.G0

36 7, 702

175,605 

_ _ _ 175 20 1j 

--

,000 

162800 

t-56 

_ 

" 

9,532 

-

42560' 

6--,

2D1,621 

=74I.AASS ?.4-'E LBCTSDevelipnent Loans 
Technical Assistance 

T0MAL 3: 
320,'096 

853 

88
W,513 

75 

123,550
123,550 

-

811215
79,600 14.4284

70,250 
778 -

173 
-1,750 

_ 
TECiI_.CAL ASSISTA:;CE FBTJECTS TOTAL

Develoz-.ent Leans 
Technical Assistance 
Supporting Assistance 
Fopulation Program 

5%06,975 
4,037 

254,272 
127,499 
120,267 

26.439 
-

23,539 
-

2,899 

9 
36 

80,341 
-

11,134 

152.032 
2,876 

19,155 
115,555 
14,446 

____2.3.9716 
-

55,410 
300 

8,267 

-

-

5 
75,827 
11,644 
83,519 

.ultilateral Technical AssistanceAdministrative Expenses and Other 415,188 
 194,422 

- 220,764 

* Development loans (including A-liace for Progress) authorized, plus obligations of other AID funds on a Programbasis, i.e., 

a, zaciudes 

new obligational authcority plus recbligations.8-326 - ousand for re roursements to AID, by Le-artrnent'/n83 thousand in TA of Defense for grents to "':etnn.funds for Ocean Freight, Vo.luntar-y Relief Agencies aind $3,000 thousczd for Population Progran. a-oproriated especially for that p7.ose, a., sho-.n sere-'ate!yc/ Total includes t19 .,987 thousand f1o.r neic Schools and -:- cpita' s Abroad., ainr ',crriatc'.d es-pecial3yprptose, aznd t4 P26 thousand Sz'ngAssistan e (--ietn-- .,527 thouz_. for-, that . a-c . .sand.--...h nd)ottshomna searateiy. -not
a! Refugee Relief Assistance (Bangade,-h). 
./ .:cludes Self-Help. 
/Includes $300 thousand ]ernat>-aj Relief Effort. 



STATUIS ' LOAN -1I'1I !}D ]:P JC(,E.\N'.I' .' C.M Tj.,,i-, i,('],J. J) ( c):j 'J'I)X, 

AS OF DEC,;MIW:ER 31, . ' 2: J-,Y '2;E''INAPT)O. (.'O)N'.PRV 

($ M:Llo ) 

Dest :ination Cr, untry 	 Offshor. CumIntntive 

Ind .a 
 4.0 
Indonesia 9.31
 
Turkey 

13.1 

Colombia 0.6 
Costa Rica 
 0.1
 
Dominican Republic 	 * 
El Salvador 	 0.1 

Paraguay 0.3
 
Uruguay 1.3
 

2.4
 

Gh ana 0 .7 
Morocco 
 0.5
 
Nigeria 10.8
 
Tunisia 0.2 

12.2
 

TOTAL 	 27,,7 

Transactions total less than $50,000
 

TABLE 2
 
IPTERREGIONAL UNIT, -.
.:1I1 

AS OF 12-31-72 

($000) 

Destination Source Region
 
Reqion Asia I.atin America Africa Tot-i.
 

ASIA 	 10,515 271 2,354 13,140
 

LATIN AMERICA - 2,426 	 - 2,426 

AFRICA 	 1 355 339 12, 186 
22,007 3,052 2,693 27,752 

1j/
 



Jr , 2/26/
 

oNSHfoR-OFFSHOE: ' :.M1 . 13V"

Com,,odety 

Code Comnodity Description 

65 Textile Yarn, Fabrics & Prods. 


56 F,rtlli.cr;, MIfd. 

7. Mchincry Non-Electric 


68 Non-Ferrous 
 Metals 

33 Petroleum & Petroleum Prods. 


73 Transport xquipment 

(? .Rubber lMl, n.e.c. 


72 1ec1Lric Mbech. 
 &Appliancs 

51 Chemical Elements & Compounds 

67 
 Iron & Stecl 

69 ,alnufacturod Metal, n.e.c. 

55 Essential. OI: 


59 Chemical Mt.tcrial & Prod. 


66 N! 
 cruI .nt., 


"7 €:rude Fcrt-li.r 8: Mineral, 


89 
 Mise. M'd., Articles 


64 Papur, Paperboard & Mfr. 


58 PIt;tics, Celuloi.r; & Artificial 
Res:i ns 

81 Sanitation ]'u.ibnp, Heating

Lighting Yixtures 


24 Wood. Lu.;Iber & Cork 


8 MWtai Ores & Scraps 

86 Prof-Scinntif: .Tnstrumeis 

26 ']LXtjje l'ibrs Not Manioractured 

("I C, iA l. 1'reparat.i ons 

61 l,cualer Mfg. & Fur Skins 

98 AMD Admiistrativo (Incl. Ship.) 

SUP-ToTM 

ALL OTIH:;R CO-R.1ODI'rI] ES 

TOTA T. 

Total Cure. Offshore Percent Percent 
Expend. Onshore _.t')00 Onshore Offshore 
32,503 
 2,484 10,019 36.2 
 19.9 80.1
 
7,339 
 753 6,586 23.7 10.3 89.7 

87,356 85,046 2,310 8.3 97. 4 2.6 
17,112 14,953 2,159 7.8 87.4 12.6 
20,184 18,525 1,659 6.0 
 93.8 
 8.2
 
62,656 62,100 556 2.1 99.1i 0.9 
2,480 1,966 5!- 1.9 79.3 20.7 

21,289 20,837 452 1.6 97.9 2.1 
21,668 21,211.1 427 1.6 98.o 2.0 
26,638 26,357 281 
 1.O 939.9 
 1.1
 

3,733 3,505 
 228 0.8 93;.9 6.1 
501706 205 0.7 71.0 29.0 

8,003 7,798 205 0.7 97.4 2.6 
2,335 2,207 347 0.5 93.8 6.2 
2,150 2,031 119 0.4 9)1.5 5.5 

56P
651 89 0.3 86.3 13.7 

10,119 10,068 51 0.? 99.5 
 0.5 

6,989 6,941 118 0.2 99,3 0:7 

113151 38 0.1 74.8 25.2 
90 53 37 0.1 58.9 41.1 

2,173 2,136 37 0.1 98.2 1.8
 
2,735 2,699 98.736 0.1 
 1.3
 

917 898 19 0.1 97.9 2.1
 

32,541 32,536 5 * 99.9
 

7 
 2 5 * 28.6 71.4 

2.811 23,14 h .. 520 5 5 93.9 6.1 

377, 528 3119,776 27,752 100.0 92.6 7.14 
55,702 55,70P" 

1133.230 11O5, '8 27,752 

• 'o'e., of la ta: C/FlI). Commodity ]l:.orm:iLijonl 3,ytelnn 

l'w w1 tion:: tota] ],.:;:: than (.1; not s1o;,,i. 

http:F,rtlli.cr
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oNSHOr-OFSHOE P :1U,,-prArA'
im J oF12/31/12 

($000) 
Commodity 
Code 
 Commodity DencriioO_n 


65 Textile Yarn, Fabrics & Prods. 

56 Fertilizers, 
 tfd. 


I]. Machinery Non-Electric 


68 Non-Ferrous Metals 


33 Petroleum & Petroleum Prods. 


73 Transport Equipment 


62 IRbbcr Mrg, n.e.c. 


72 E.lectric Mach. & Appliancea 

51 Chemical Elements & Compounds 

67 Iron & Steel 

69 Manufactured Metals, n.e.c. 

55 ]"ssential.Oils 

59 (mioni Matrial & Prod. 

66 No,et&i.e Mdner-al H. 

27 Crude Fert;Ujzer & Minerals 

89 Misc. Mfd., Articles 

64 Papcr, Papcrboard & Mfft. 

58 Pj.CtIcS, CelulojsR o inr & Artificial 

81 Sanitat.iollLlghtjuj 1ltmbnp,iite Heating 

2) Wood. Luiber & Cork 

21 Nf'tnl Ores & Scraps 

(6 ]of-Se J(,-d:if.J Tnstrlunient 5 

26(-Tetile 17")L:;Ic ot MarnuLfctiared 

"'l C,:.a. Ic ,iwat'on. 

L'-0.1icr Mfrg. & Fur Sins 

(0 AID Athiiistratji, (111c1. SI1P. ) 
SU-VI'AT. 

Total Crn. Offshore

Expend. Perceolt PercentOnshore I.-(---, Onshore Offshore
 

12,503 
 2,484 10,019 36.2 19.9 80.1 
7,339 
 753 6,586 23.7 10.3 
 89.7
 

87,356 85,046 
 2,310 8.3 97.A 2.6
 
17,112 111,953 2,159 
 7.8 87.4 12.6
 
20,184 
 18,525 1,659 6.0 91.8 8.2
 
62,656 
 62,100 
 556 2.1 
 99.1 
 0.9
 
2,480 
 1,966 
 514 
 1.9 79.3 
 20.7
 

21,289 
 20,837 
 452 1.6 
 97.9 
 2.1
 
21,668 21,241 427 
 1.6 98.0 2.0
 
26,638 26,357 
 281 1.0 98.9 1.1 
3,733 3,505 228 
 0.8 9.'9 6.1 

706 501 
 205 
 0.7 71.0 29.0 
8,003 7,798 205 0.7 97.4 
 2.6
 
2,3514 
 2,207 
 117 0.5 
 93.8 
 6.2 
2,150 2,031 119 0.4 914.5 5.5
 
651 562 89 
 0.3 86.3 13.7 

10,119 20,068 51 0.2 99.5 0.5
 

6,989 6,91. 48 0.2 99.3 0 7
 

151 
 1.13 "38 0.1 
 741.8 
 25.2
 

90 53 37 0.1 58.9 4i.i
 
2,173 
 2,136 
 37 0.1 98.2 1.8
 
2,735 2,699 
 36 0.1 98.7 1.3
 
917 
 898 
 19 0.1 97.9 2.1
 

32,541 32,536' 
 5 * 99.9 * 

7 2 5 28.6 71.4
 

24,0811 23,1i 
 1. 520 5.5 93.9 6.1 
377,528 349,776 27,752 100.0 92.6 7.11
 

ALL OT'L'I[,l CO:..MO])'l'S 55.702 7
 

TOTA TPC 433,230 )105,11'18 -27,752 

:',~re, {;
r f D:1 C/FT D. Comijc.l ;y I for:a ~ oi .yn .crd:, 
T'i'rn::, .. tol'astolfa] ] :e than 0..; ho' eI.oo, 

61 


