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These documents should be widely read and discussed (extra copies are provided
for this purpose). Your comments on these papers are welcome at any time, but
at this stage we are most anxious that your energies be concentrated on designiug
and implementing programs that effectively carry out the mandate for it is here
that our real response to the Congressional directives must be found.

There are, of course, other steps to be taken to assure full understanding of the
complexities of the mandate's challenge and our capacity to convey to the Congress--

and ourselves --AlD's success in actually carrying out the job. You will be hearing

from us soon about new training programs, improved data collection and project
documentation systems, as well as additional policy and implementailon guidance

in specific mandate-related areas. (A recent example is "A Practical Agency

Approach to Rural Development'' which many of you received through your regional
Bureaus.} '

We also have a requirement to inform the Congress--and specifically the House
International Relations Committee ({ormerly Foreign Affairs)--on our progress in
implementing the mandate. You have received the first brief report (Ref B).

The full report due next month will complement the FY 1976 Congressional
Presgentation and convey in one place a broad Agency posiiion on mandate issues.
-It will draw upon information coniained in your reactions to the Draft Analysis and
should provide answers to mogt of the questions raised by your messages but not
covered by the attached papers. Do not hesitate to raise with us any issues you
believe have been left uncovered by these several papers and the upcoming report.
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SUMMARY OF
THE CONGRESSIONAL MANDATE: ATIDING THE POOR MAJORITY

1. The poor majority is massive by any measure; it totals over

800 million people by cur definition, or around three-fourths of the total
population of AID-assistcu countries. More than 90% of some countries'
population is in this grcup, while in other better off countries the

proportion is far lower,

2., As an aid to characterizing the poor majority, we use several rcugh
benchmarks of poverty. Fulling short of any cne benchmark is enough

to place an individval in this vast group. Iu interpreting these benchmarks
the need to consider the spirit of the mandate is stressed as precision

will be difficult to achieve for some time,

3. The following benchmarks are described in some detail:

a) Per capita income below $150 per year (1969 prices);

b) Daily diet of less than 2,160 to 2,670 calories (depending on
the country); and .

c) Several health indicators: 1life expectancy at birth of below

55 years, infant mortality over 33 per thousand children

aged 0-1, birthrates over 25 per thousand population, or access to

broadly Jdefincd health services for under 40% of the population.

These indicators are meant to apply to varying proportiocns of ccuntry

poputations, not to ccuntries as a whole.

. Development progress for the poor will require time-consuming systemic

change. Programs most likely to succeed, and which receive highest

-i-




priority emphasis under the Congressicnal mandate and AID policy, are
those involving the active and effective participation of the poor in
all facets of the development process. But participation alone is not
sufficient: seeds, fertilizer, market roads and other capital inputs;
health and training programs and other goods and services; and policies
promoting efficient use of all resources are needed if growth is to

occur, Limiting population expansion remains eritical, Moreover, the

benefits of growth must be shared equitably. While the LDCs carry

the major responsibility for their own development, AID can provide
vital assistance in ways consistent with the spirit of the Congressional

mandate that will help improve the well-being of the poor.

5. But moving the poor majority beyond the poverty benchmarks would be
an extremely expensive and lengthy process even in optimal policy
settings. (Doubling low per capita incomes may require adherence to
demanding development regimens for twenty years or more.) As AID's
resources -- like those of other donors and of the LDCs -- are limited,
it is normally impractical to think of AID-financed programs affecting
directly the entire poor majority in any country, must less moving it
beyond the benchmarks in the near term. While AID-financed programs must
attempt to reaéh larye numbers of voor people, AID's tarcesr Srouy

will of'ten be a limited portion of the poor majority in each country
depending on its economic and social conditions, its capabilities anid
desires, and other considerations which determine the programs yieliing

the most impressive benefits at least cost.

-ii -




6. AID aaaistance focuses on:

.- concentrating on countries vhose deve10pment policies we cen

" support and that can utilize our assistance effectively,

. == concentrating on key sectors (food end nutrition, population .

‘and health, and education) affecting the bagsic well-being of

the poor H

-=- providing Jy‘couzgonents of developmnt packages designed to .
involve and affect broad segments of the poor majority, thns |
multiplying the impact of our assistance; .

-- _Llpporting Beiocted pilot programs testing new approaches with '

potential for affecting many people, thus encouraging the -
experimentation needed to advance the art of development. ..

| 7. Targets for AID-assisted _programs and projecta should reflect unique
local circumstances, but to the greatest degree possible they shoyld be
| cast in terms of their contribution to the long term - 5 to 10-year --
o goals of improving the status of the poor. Working in cooperation 1hrith
the IDCs, targets. should be defined in terms of "output" indicators -
- changes in income, health, etc. == where possible to assure that.;ew -
focus on the relative effoctiveness of alternative programs and tbat _we are
_able to evaluate and assess their impact on development obdectivee. Setting
-targets for programs in rural development, nutrition, population, health
and cducation. iz discussod partiv..ularly in relation to the ultimte
n‘lv).jecti‘ve ol‘ra.isinp the living standards of the poor througli-their v.i |

inoreased par tiupatlon in the development process, ‘

8. Several additional u.,ctul definitious ere included as Appendix C.

44
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THE CONGRESSICNAL MANTATE: AIDTIG THE PCCR MAGCRITY

I. The Conrregssicnal Yanate

Poverty in eveonin: nationc I3 cevare, ant wWe chddl nol osoon cec
it eradicated, jleverthe.=sz, the compinatien of teveloning countr.
adherence to sound ueveiciment rroagrams, expanded Uferts to contain
population growth, and ccnotructive aszistance om the eveloped world
can pay off in improved Livips ctapcards for the voor, while the feveiopines
countries must carry the majcr responsibility ror ‘faelr cwn develcopment,
aid donors can provide critical marsginal resources in support of L€
efforts, Past development 27fcris have preoiuced many enccurasing
results, although it is alsc clear that the outzome has ncv always
involved major improvements cr the mass of people at the tase of
developing economies.

ATD has a mandate 1rcm the Consr-:3s tc help the peocor majerit, in
developing countries raice their living standards beycnd subcistence
levels. AID opromrams are to e - ncentrated op the maier problem areas ol
food and nutritior, populaticn an: health, andi educatiocn and should be

marked by their involvement c¢f the poor in the .levelopment process.

II. Who are the Pcor Majcrit.?

The first step in desizning pregrams involving and benefitting the

3

poor is to determine who the poor majority are. Few cfil

1o
7

ials in

t

developea or :evelopins . untries have spent much time on that questicn,
perhaps feelin;; that ycu inew the poor when wu sec thom .wnt that attention

could more uscfully o te gesirning and implementin.s procrams ror peovle

> who are obviowsly poor by any reascnable ctandard, We are svmpathetic to
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this view, but the need to be sure of our fccus at & time when AID
appropriations are particularly tight regquires that we always have in
mind what we want most to accemplish and rer whem. A c¢loser look at the
characteristics of the poor may suzgest ways of improving the effective-
ness of AID programs.

The poor are, of course, those living below some minimum standard.

To make that starderd operational, the poor majority is characterized in
terms of rough benchmarks of per capita income, health, an: nutrition
status: any person who plainly falls short of minimum level:s for any cf
these indicators is within the poor majority anu may therefore be a
potential beneficiary of AID programs. (We have Llooked for ben~hmarks

that are practicul -- that is, measurable with as much accuracy as possible
in LDCs where data remain scarce and often unrealiable.)

But should these benchmarks be uniform -- the same absolute levels --
for all countries? Or should AID jefine the poor majcriv: in relative
terms (e.g. those in the lower half of the cconomic scale in each IDC)?
The choice between absolute and relative standards is never easy when ths
relatively well-cff are poor by our own standards. While sericus
problems of oversimplification inevitably arise, we use broaily uniform
benchmarks generally comparable throughout AID assisted Li*Cs so poverty
can be assesscd without rerari to political boundaries., These bvenchmarxe
are not intended Lo detine any sharp breakpoint between poverty and
prosperity, between the "have-nots"” and the "haves”™; rather, they try
to inentify peovle who are indisputably poor and clearly amen: the worii's
have-nots.,  The resulting poor majority is indeed a majerity ¢ the

population o' Alt-assistoed countries taken as a whole but the racticn



of a given country's population included in this category will vary. A
relative definition -- e.g., defining the poor to include the bottom
half of the income dictritution in each country -- was rejected

tecause so many in the upper half of countries like Bangladesh or Zaire
would be excluded although they are in fact poorer than many in the lowe:
half of countries like Colombia.

In considering inter-country AID allocations, such a uniform poverty
standard should prove useful, although final decisions will naturally
reflect foreign policy concerns as well as an LDC's resocurces and general
absorptive capacity; in any case, every effort should be made to assure
AID funds benefit that fraction of the recipient country's population

that is poor by AID's benchmark standards.

IITI., Poverty Benchmarks

A, Income
The usual shorthand for minimum living standards is the per capita
income needed to oubtain essential goods and services. We begin here too.*

We have defined the poor mgjority to include anyone in AID's recipient

countries whose income falls below $150 in 1969 prices -- over 800 million

people, or around three-fourths of the total population for these

countries. (Sce Appendix A.)

* The World Bank his defined the poor te include anyone whose per capita
income falls below $50 in 1969 prices -- roughly 650 million people, or
about a Lhird of the tntal LDC population excluding China. We consider
this definition too restrictive because it excludes vast numbers or
poor people who should be cligible for U,S. assistance.
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Taken alone, income benchmarks have serious problems. They are irevitably

arbitrary. Inflation and artificial exchange rates can invalidate
inter-country comparability. Actual income can be difficult to measure.
National averages for per capita income are inappropriate, of course,
since they would place whole countries in or out of the poor majority.
We need more micro-level data, ideally for individuals, that permit
isolating persons in a given country with incomes below $150. But

such data are scarce in 1DCs and expensive to collect, particularly for
the poor whose "income" may consist largely of subsistence output
produced and consumed outside the market economy. We may have to rely
on existing regional income surveys or other surveys on a sub-national

scale; in some cases, "educated guesses" will have to do.

Artificially high prices or the scarcity or virtual absence of scme
basic goods or services may leave an individual unable to translate
modest income into a decent living standard. Using income averages for
any large group of persons can mask uneven distribution of what goods and
services are available, orten to the harm of women, children, or some other
disadvantaged group in whom AID has a particular interest.

Thus, while helpful, income bencnmarks are meant to be usei in spirit
to identify the pon:i wherc greater precision is impractical. To take

account of income benchmark problems, we also include in the vocr majority

S

anyone who lacks minimum acceptable nutrition or health status definec in

rourh terms. X

* When health or nutrition benchmarks can be tefined in terms o an
individual's physical parameters, they avoii some of the precbloms ot
averaging income over groups and of price or exchange rate changes

or artificial levels.



B. Nutrition

Extreme hunger's effects are all too apparent, tut the dividing line
between an adequate and inadequate diet is difficult to fix. A number
of definitions of an "adequate"diet is possible, ranging from one chat
merely avoids faiaine to one meeting recommended levels of all nutrients.
It could be argued that anyone whose diet fails to provide all recommended

nutrients should qualify for the poor majority, but that standard would be

excessively fine-tuned and impractical.

Ignoring other nutrients for the moment, two reasonable
interpretations of "adequacy" could be based on the calories needed
to meet:

a) "maintenance requirements'" defined by FAO as the energy

needed to ensure constant body energy in a non-fasting
subject for a minimum level of activity needed for dressing,
washing, eating, etc. -- but not for demanding physical
labor., Mintenancz requirements average about 1,900-2,000
calories in major LDC regions.

b) ‘'average requiremcnts'" permitting a standard level of

"moderate activity" for adults aged 20-39 and "normal
growth" for children. Average requirements range,
according to the FAO, from about 2,200 to 2,500 calories
in major 1DC rerions and from 2,160 (Indonesia) to °,G70

(Ururuay) in Alh-assisted countries. (Sce Appendix B for the list,)

These averages mask wide variation in actual requirements,
Adequate diet requirements vary with age, sex, size, health status,
occupation, and climatc. Pregnant and lactating women generally

require 300-500 additional calories daily, Sick persons, particularly

children, require additional calories especially when their illnesses
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inhibit absorption of what nutrients they do receive. Those engaged
in active labor need hundreds of calories more as do those living
in cold climates. Thus our estimates of average requirements are
rough, and may vary by as much as 25%.

Bearing in mind that LDC populations can improve their own living

standards only if they can work effectively, the poor mejority is defined

to include anyone who fails to receive the "average requirements "

for each AID-assisted country. The reason for adopting country-specific

criteria rather than a single world-wide figure is that in this case

the FAO has adjusted requirements for the wique conditicns of each

country. As with income, existing surveys of varying comprehensiveness

and quality along with experienced judgments may have to form the basis

for estimates of actual caloric intake where more precise estimates are .
impractical.

Calorie requirements ignore vitamins, minerals, and

especially the protein required for all physical and mental
processes. It is often assumed that diets providing adequate
calories will also assure adeguate quantities of other nutrients.
That hopeful assumption too often proves inaccurate. Higher

protein counts do tend to be associated with higher calorie counts,
but exceptions are rrequent; some staples, like yams and cassava,
provide little protein. Worse, when calories are short, more prctein
is consumed for cnergy, leaving even less for its unigue tasks,
Moreover, protcin quality varies: the several amino acias from
which proteins are built must be supplied in certain provortions

it all are {0 be ulilized fully. When one or more is shert, as

is Creauently the case. the protein is of lower gquality. (In
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such circumstances programs to develop food high in the scarce
component are effective.)

Other nutrients are not just desirable, but essential, for
reasonably good nutrition. Iron deficiency anemia debilitates millions.
Vitamin A deficiency blinds hundreds of thousands. A more
comprehensive nutrition measure would include requirements for
protein, vitamins and minerals. As better data become available, we

will expand our nutrition benchmark to include other requirements.

C. Health

"Good health" status is even more difficult to define
than ggod nutrition.* Physicians suggest a person enjoys good
health when he can successfully adapt to his physical, social, and
psychological environment, but how can that be assessed easily?
Many people in today's IDC's suffer frequent hunger, debilitating
disease, attacks of acute illness, or other health problems; by
Western standards, they plainly suffer poor health. But where on
the spectrum of good-to-poor health should one draw the line to
fix an acceptable minimum ? Can one define minimum acceptable
health in terms of practical benchmarks uniform and comparable
amony; countries?

Various health indicators that might be checked fairly
casily on individuals in developed countries, such as weight and

vital signs, obviously cannot be obtained for the poor majicrit;:

*¥ In a sense, ;fvod nutrition is a means to good health.
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scattered throughout LDC's.. There is no practical litmus test for
good health for the individual, much less for minimum acceptable
health. We take a less direct approach, therefore, by including in
the poor majority any person living among & group, varying in size,

where life expectancy at birth, infant mort=lity, fertility, and, more

indirectly, broadly defined health services fail to meet minimum

standards., Again, it bears emphasizing that our health parameters
should be defined not in terms of national averages but in terms of

averages for sub-national groups.

1. Life Expectancy: 55 Years at Birth

Average national life expectancy at birth varies today
from 38 to 75 years, with a midpoint (median)of 54. (It often
exceeds 70 in the developed countries and falls short of 45 in the
poorest nations.) Anyone in that portion of a population within
a country where life expectancy at birth falls below 55 years
is included in the poor mjority. (Available data may be limited

to averages for regions or provinces of a country and may have to

be supplemented by experienced judgments.)

2. Infant Mortality: 33 per Thousand Infants Aged 0-1

Average national infant mortality varies between 11 and
216 deaths pe. thousand infants aged 0-1 years, with a mid-point
of about 113. The characteristic rate above which most of the
world's poor fall is about 33; that rate is taken as another health
benchmark, and we include in the poor majority anyone in that porticn

of the population where infant mortality exceeds 33.




3. Jirth Rate: 25 per Thousand Population

The health of mothers and children is closely related to
the number and spacing of pregnancies under primitive conditions.
Eight children may not be a health problem to a mother in an affluent
society, but toa mother in a developing country facing home delivery

and an absence of pre-natal or post-natal care, to say nothing of

of' food or other shortages, repeated pregnancies represent a clear
health threat. They also threaten her children, both by impairing
her capacity to care for them and by increasing the difficulty of
lactation. There are better demographic measures of average
numbers of pregnancies when data are available, but the most
convenient measure given data scarcity is the birth rate, which
ranges from 10 to over 50 throughout the world. The characteristic
rate above which most of the poor fall is roughly 25 per thousand
population; we take that rate as another hrulth benchmark, and
include in the poor majority anyone living in that porticn of

the population where the birth rate exceeds 25. (It bears
emphasizing that persons living in areas with lower birth rates
may also qualify for U.S. population assistance, which generally
eases the task of improving per capita living standards of the

poor. )

4,  Health Services: Access for Under 60% of Population

The abscnce of better health status data argues for
usirnyt cuch indirect measures as we can devise, Health services --

browuly vet'ined to include public and private curative and preventvive
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medical services, family planning, and nutrition -- all incorporating
eppropriate scientific approaches -- can clearly improve health,
though provision of clean water, environmental sanitetion, and other
measuress may contribute as much to health in some circumstances

(see belew). The absence of such health services permits the

inference that nealth is probably not acceptable. Among the poor

majority, perhaps 85 percent, on the whole, lack convenient and

regular access to minimal maternal and child health services, rudimentary
preventive or curative services, family planning, or adequate nutrition
services. As a conservative approach, the poor majority includes

anyone living in an area where under 60 percent of the population have
such access, on grounds that those people are highly unlikely to enjoy
minimum acceptable health. Again, to determine actual health parameters,
we may have to rely on imperfect existing data instead of .new surveys

when the latter seem toc costly to be practical.

TV. Determining AID's Target Population

A, What do We Seek to Achieve?

Given this immense group of poor from which to choose, how

should AID's target group be determined? AID rescurces are to be

deployed in support of ILDC development plans and programs to help the

nnjority who are poor, not to stimulate GNP indiscriminately

without considering whe will benefit. The Congressional mandate
and AID policy rest on the conviction that it is possible to achieve
signit'icant improvement in the living standards of the poor majority

throwrh programs with low per capita costs.
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But how much can we aim to help accomplish for the individual?

- Should our target be mere maintenance of human life, however
precarious, just beyond bare survival? Given the problems
of feeding today's popula’ion and the prospect of inevitable
and substantial population growth, meeting even this limited
target demands tremendous effort and expense,

- Should the target be a decent living standard -- perhaps
connoting a reasonable amount of protein or rudimentary
education, for example -~ which may be necessary to avoid
severe and prolonged physical or mental impairment? This
level may be attainable only with strict adherence to
demanding policy regimens and the application of resources
which, while modest in per capita terms, still add to large
totals over the next few decades, Ty

- Should the target be even more ambitious, perhaps a2 comfortable :
living standard more akin to our own, which might recognize
a common right to aspire among all people? This would be
attainable, if at all, only through massive economic and

social transformation and vast expenditure of scarce funds.

Determining the suitable goal must, of course, be the
respensibility of the developing countries; nevertheless AID must set
tarrets as well as i’ we are to assess owr own performance.

The benchmarks used to define the poor majority suggest
themselves as targets, Could not AID, in cooperationn with the 12Cs,

aim to Lelp move the poor majority beyond these milestones in the

next idecade or so? Unfortunately, the human and capital resources
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currently available in IDCs, including those supplied by 2id donors,
will not do the job, barring extraordinary technical advances, even
given ideal policies and more equitable distribution of goods and
services to the poor. How much would be needed to accomplish this?
We cannot say with precision, although the price tag for each year
would most likely be a multiple of the IDCs' present gross national
product and the aid donors' share well beyond the realm of possibility.
To suggest how large the job is, with five percent annual growth
in real GNP and two percent annual growth in population, ver capita
income would double only after twenty-five years -- assuming steady
application of needed resources -- and perhaps still fall short of
$150.

Under these circumstances, how can AID's efforts - or even
all foreign aid combined - make a difference to the poor majority?
ATD provides only a fraction - albeit occasionally a large share - of
the foreign resources any IDC uses,and it is the LDC's cwn resources
-- and its own development policies -- that are the nrimary deter-
minants of development progress for its own pecple. Vhenever possible,
therefore, AID support must be part of a develooment approach conducive
to the broad-based systemic change needed to affect the lives ¢f the
voor., Rarriers to :development in the economy, society, and pelitics
of the LC must be identified and a package of coordinatea pclicies
estuavlished to remove or weaken those impediments. (AID's sector
analysic work is a major step in helping LDCs move in this -iirection.) Nect
all rovernments have fully committed themselves to this task, but

AT™'s assistance should support rrograms that vontribute toward

exwpansion ol such 2 broasi-bases view.




For LDCs with vast and ever-growing populations, the most
promising development programs are those making a virtue of necessity
by relying on broadly lator-intensive approaches.* It is not
sufficient, however, that the poor simply have opportunity for
employment. They should also participate as much as possible in
the developwent process to help insure program effectiveness and
equitable distribution of resulting benefits. AID should focus on
programs emphasizing a participation strategy that includes the

following broad objectives:

a) development programs should uenefit the poor

primirily -- with the objective of at least narrowing
the relative income gap between rich and poor;
decisions about development programs should be made
in cooperation with the poor to the fullest extent
possible;

development programs require substantial input

from the poor who stand to benefit;

implementing development programs becomes a learning
experience for participants, yielding lasting
improvements in their skills;

participants can improve program performance by
reeding back information to program administrators
directly or indirectly;

participation of and benefits for women are addressed

axplicitly and with a view to improving their conaition.

X While this labor will sometimes be provided in the form of paid
employment on farms, in public works, or in commercial or industrial
establishments, in most LDCs much of the labor of the poor will
be provided in the form of self-employment on small farms or in

cther -nterprises,
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The participation emphasis of the mandate reflects the
Congressional view that AID expenditures should represent not
consumer handouts with temporary though beneficial impact but
investment in people that pays off in increased capacity to produce,

the sine gua non of the developing countries' own efforts to sustain

improvements in living standards.

But AID recognizes that while it is extremely important,
popular participation alone will not move the poor majority ahove
the poverty line. Other inputs ranging from seeds ani fertilizer to dams,
farm-to-market roads, and other essential infrastructure must be
available to complement labor while health, nutrition, and training
programs are needed to strengthen labor's effectiveness. Moreover,
policies insuring access for the poor to these labor-augmenting inputs
and promoting their most efficient use are essential if productive
capacity 1s to be increased. Curtailing population growth is also
extremely important in this process if scarce rescurces are to be
uses well,

No single type of change -- whether in pelities or in
input zupplies -- is likely to be as effective a siimulant to aeveloprent
ac inteprated changes in poth; whole systems will need to be medified

4

it the poor aZre to prosper in the near future. Ir -~irse ccncert
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riin otner acnors, AIDY can support LDC develepment ef
sirectior. by providing scarce resourced, strensthernine instituticons,

ar.: generally cncouragsing policies likely to complement the

rantribution o' the poor and inswure that they reap the “ruiis of

their own labor. For AID to make the maximum contribution *c
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Jjevelopment in widely varying LDC cultural settings, however, will
require increased attention to and understanding of local conditions

and circumstances.

B. Focusing AID Assistance

ATID assistance can be made more effective by further focusing

it as the mandate suggests. We can concentrate on countries committed

to development approaches we can suppcrt and able to use our funds

effectively.

Congress has also directed us to concentrate assistance on

several sectors -~ rural production (and nutrition), population

and health, and education and human resources development, Funding

priorities in FY 1974 and FY 1975 reflect the major concentration
cf AID in these three categories. Having limited our sectors of
emphasis to three, however, does not suggest that we will achieve
in the near term mucn measurable impact on a national or
international scale. While we are attempting to strengthen the
impact of AID assistance beyond the project level, to hold our
programs strictly to that objective would have a chilling effect
on the experimentation we believe essential to improving program
effecctiveness,

We may also limit our role to providing components --

advisors, comaodities, financing, ete. -~ of cextensive secporal

prosrams Hesirned to atfect large numbers of poor people, thus
achievinm a multiplier effect for our aid strongly consistent with

the intent of the Congressional Mandate.
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In some cases, it will be particularly unrealistic for us
to aim at having significant effect on most or all of the poor
majority in a given country; problems may be too intractable, or the
minimum resources required to have such extensive impact may be too
large even when policies permitting their efficient use are in place.

In such cases, we may have a comparative advantage in research and

pilot programs of limited scale, developing nrew approaches with a

low per capita cost that LDCs can afford to replicate on a wider
basis. The demonstration effect of such projects can be powerful
and should be utilized.
Research -- and evaluation of all programs -- is sorely
needed to advance the still-primitive art of development; we know
too little about how development occurs in different economic and
cultural settings, and AID can help fill the gap, often by financing
IDC resecarchers. For example, the Percy Amendment directs the Agency
to work to improve the status of women. Considerable investigation
is needed into what affects the status of women ani what public pregrams
may most effectively and appropriately improve itl
In limitinge our assistance we necessaril:. restrict the number
of people we seek to help in any direct sense; it is generally not
practical (o Lry to aftect evervone in the poor majority who may be
cligible for our aild,
Why shouldd the poor majority incluse more pecple than
can help?  The poor majority is not monclithicy it is constructe.
" persons whose political, economic and cultural conditions vary.
some countries, programs to teonefit primarily only the poorest

the voor, say landless rural latorers, m2y be most effective,
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In others, programs aiming primarily at persons only slichtly less
poor, say farmers with only four or five acres, may be more promising.
Realistically, the poorest in some 4reas may be beyond our capacity
to help significantly because that would require a transformation

of their way of lif'e, which is simply infeasible at present, while
others in the poor majority may be better able to use the marginal
resources we can offer,

Determining the primary beneficiaries of AlD-assisted
programs is difficult given the usual problems of pinpointing direct
and indirect impact. While these problems are real and unavoidable,
it is possible to identify primary beneficiaries consistent with the
spirit of the mandate. Our programs should not, of course, needless-
ly limit who benefits, but it is important to emphasize that
mejor beneficiaries of an AID-assisted program or project should not
be a country's prosperous elite (major merchants, bankers, industrialists

or farmers) even if they should happen to gqualify because or some

health cr diet idiosyncracy under some benchmark as this would contradict

Agency rclicy and the spirit of the Congressional mandate.
In sum, the Agency must focus its attention on the broad
noor maicrity, hut preserve the flexibility needed to program

effectively within that group in each individual case.

V. Setting AiD Targets

A, General Comments

For cach AID program or pr.-ject, specific tarrers

should be set reflecting unique country circumstances, policies,
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and resources that affect pay-off prospects; these targets should
naturally be set in cooperation with the LDCs concerned. Wherever
possible these targets should be expressed in per capita terms to pernit

measuring progress toward the uniform poverty benchmarks resulting

from joint LDC-AID efforts designed to benefit the poor,

Our ultimate targets include improvements in individual .
income, health, and nutrition -- these are the final ocutputs from
program inputs. It is hard, of course, to predict the impact on
health, for example, of a given program because other things
inevitably influence health; moreover, improving health may
require synergistic combinations of programs (whose combined .
effectiveness exceeds the sum of each program's individual effect).
Ani to further complicate the picture, a given program may affect
income or nutrition as well as health. In setting targets it is
therefore tempting to concentrate on program inputs, such as
innoculations given, which provide useful operational and cost
information. 3But exoressing targets solely in terms c¢f input terms
leaves nc way tc Jjuize the relative effectiveness of different
inputs in achieving the same output. Relative effactiveness may
vary cnormousl., and musl be & prime consideration in program

planning.  llowever «ificuit, strong emphasis should be placei on

retat i presram jnputs Lo outputs.  On occasion, focusing on inputs

mEooe Lhe best we can se in the shert run, but care should be taken

toexplaln ac fully as possible the link with outputs -- i.e.

chanres i the moor ma, ority's auality ¢! Lite. -
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In setting income targets, for example, the Agency should
bear in mind the Congressional directive to benefit m&ny among the poor,

possibly only modestly., A group of primary beneficiaries should

be identified, and consideration should also go to how others may

benefit indirectly, thus multiplying program effectiveness. Rural
production programs are promising means of increasing incomes
(which includes output produced and consumed outside the market).
But programs in nutrition, health, population and education will
also affect income by increasing the capacity Br work, Any programs
effectively stimulating income are likely to involve the systemic
change that lies at the heart of the development process.

What follows is a brief discussion of new emphases
and directicns in furtherance of the mandate that AID programs
may take in the fields of rural production, nutrition, health,
population and education, and how their specii'ic targets may be
established., (More detailed guidance for each sector is in
prepvaration and these pages should not be viewed as a substitute

for them.)

B. Rural Production®™

Some projects to promote rural production have been
successful,but the pay-of{ of future projects can be increased
substantially, For example, stimulating agricultural production

L . . .
throush the "Green Revolution" -- encouraging use of new seeds

Sectim 103 of the FAA -- entitled Food and Nutrition -~- is

broadly interpreted in legislative history to consist of activities
in support of rural production rather than simply agriculture,

with the emphasis on the linkages between agriculture, industry

and marketing.
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and requisite inputs like fertilizer -- has resulted in some areas
in greater supplies of foods for home consumption and for the
market, generally at lower prices especially welcome to the poor
whose income goes first to purchase food. But the poorest of

e
the poor sometimes remain unable to afford food. Geographic

imbalances in food availabilities sometimes persist. Tenant

laborers are sometimes expelled from land whose value in rising,
equipment

especially if capital/is priced artifically low relative to labor.

And even when the food‘reaches the poor, their chronic diseases

may inhibit its efficient use.

We must preserve what works in these programs while
finding ways to remove the obstacles they faced or ameliorate the
problems they caused. The Green Revolution is extremely important,
but it cannot change the rural system alone,

What is needed is a package of rural development programs
involving agriculture, services and industries, infrastructure and
institutions designed to improve home consumption, money income,
nutrition and the health of the poer both airectly and indirectly,
by providing greater access to better technelcegy, improved inputs,
credit, transportation and other goods or services, the scarcity of
vwhich now constrains rural development. Thus, they may encourage
enthusissm and self-confidence, a sense that people @an imprcve
their own iiving coentitions by participating in development ac-
tivities that make sense to them. For cxample, agricultural
programs may proviue access to key goods or services which will
stimulate food output tor home consumption, thus directly improving
nutrition: they may also stimuizte output of marketable rcoas,

both foous ana non-toos, ruesultings in improves incomes uana morve
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indirectly in improved nutrition and health. Which goods or services

"

are most needed will depend on what "outputs" in terms of income
or health or whatever are considered to have priority, how these
may best be achieved considering alternative programs or
policies, and what goods or services are already available.

In rural produaction, AID may often find itself able to
contribute a critical if only marginal component of a development
package financed largely by the IDC and other donors, or we may
find the pilol projects most appropriate. In selecting primary
beneficiaries from the poor majority for our projects, care
should be taken to provide whatever secondary benefits are possible
for others among the poor majority. And some thought should go to
the question of whether any among the poor majority mightbe hurt by a
given program.

With these general guidelines, rural programs can be

designed to affect large numbers of the poor. Specific targets,

however, must be set for specific projects considering starting

conditions, host government resources and policies, and prospects
for payoff. In some cases, it may be necescary to restrict targets
to certain short term achievements (like acreage under new seeds
or innoculations provided) rather than final outputs like improved
income. However, the program should be designed with a view

toward AID's overarching goals of moving the poor beyond the

poverty level and links with those goals should be explained.




C.

Nutrition
Realistic nutrition targ- ; -- major components of diets
or other rough indicators of nutritional status -- may be set only
after determining current nutritional status. It will be recalled
that FAO's average requirements of daily calories per person for
each ILDC are used as benchmarks for helping define the poor majority.
But within a given country, diet requirements will vary from group
to group. Moreover, actual rnrutritional content of food available

to different groups will vary depending on local prcduction,
technology, marketing, and cultural patterns of distribution.

Even within a family, food may be distrituted more by custom than
according to need, with mothers and children suffering shortfalls
that also threaten future generations. Thus, targets for AID-
assisted nutrition or nutrition-related projects should be tailored
to the specific circumstances of each project,

Improved nutritvion may result from programs involving direct
chili-feeding, food-fortification, education on better nutrition
practices like longer lactation or improved weaning foods, or other
neasures in the nutrition field proper; agricultural or .ural
12velopment programs that increase and diversify the supply c¢: food
available or which stimulate agricultural production so rural
incomes rise cnowrh to permit additional foo: purchases; health and
sanitation promrams thut improve the efficiency or Tood utilication
. reducing gastro-cnteric parasites ana mitigating other diseases:

an: education progroms that touch directly or indirectly e¢n nutrition,
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Programs in the nutrition field proper have produced
mixed results; feeding programs are sometimes promising, but may
not reach all the needy, or they may provide too little additional
food to make a difference, or they may stimulate countzr-balancing
changes in distribution of other food. Experience suggests that
involving the poor more actively in nutrition projects may promote
greater understanding of nutrition needs and available {foods that
can pay off, As in other fields, programs with limited budgets

can accomplish far more when designed to meet the basic needs

of the poor, making use of what they themselves can contribute.

The mandate encourage more such programs.

D. Health

Some efforts to improve health in the LDCs have succeeded
dramatically, particularly efforts to eradicate endemic diseases
or improve personal hygiene and sanitation. But funds have also
gone to curative services, which have not generally resulted
in as broad health changes as other measures might have, Too often
developins countries have aimed to establish sophisticated health
services even if they served only a few people. Thus, most of the
poor are still beyond access to any but traditional health
services and without the clean water or rudimentary sanitation
essential to recasonable health. For them, life expectancy remains
low; morbidity and mortality, particularly among the young,

remains very high.
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Increased attqntion is now going to means of modifying
the whole system of policies and condiiions that may account for the
most common threats to health among the poor. An effective package
that an LDC could finance with current resources is possible if
reliance is placed on inexpensive ways (such as upgrading traditional
practitioners) of encouraging the poor to modify their practices now
conducive to ill héalth. Thus the active participation of
potential beneficiaries also emerges as the key-stone of new approaches
to improving health.

Improving health requires coordinating private and public
programs, including those AID assists, in sanitation and water,
nutrition, family planning, personal hygiene, health services proper,
and economic and social measures too. Bearing in mind that AID-
assisted health programs should be designed to affect many people, if
only modestly, at a low per capita cost, our targets for per capita
improvement must be limited., 1In ten years, assuming current levels
of donor and LDC resources continue to be available and assuming LDC
policies are sufficiently tough-minded and imaginative, it may te
possible to move limited portions of the poor majority bevend these
benchmarks or te move partiaularly disadvantased but large groups a
little closer to the venchmarks., In five years, with the same
assumplion about resource limitations, it will be dirficult e ae nmore

Lhan establish some of the necessary pre-conditiones,
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Exceptions willl occur, of course, particularly in more
advanced countries or in pilot areas where programs can often be
organized more quickly to achieve health improvements sooner.

But broader results will take time. Our short-run goal may be

simply to help establish a service network and other measures needed

to improve health; our'short-run targets may be couched in terms of
program inputs and operation rather than health improvements which

are our ultimate target. A medium run goal may be to change some

health practices, such as encouraging longer lactation; intermediate
targets in terms of such health practice changes may also be appropriate.
But health measures will themselves be designed to meet the ultimate
target of health improvements as soon as pessible and their success

in doing so must be carefully monitored,

E. Population

Increasing the size of the pie by providing more food and
health services is essential to improving per capita living
standards; substantial progress will only be possible if population
growth abates. Thus, reasonable access to safe and effective
family planning; services and information is essential and is a
primary purpose of AID population program funding.

But people may be content with fewer children only if
changes in economic structure remove the advantages many parents
now see in large families and as changes in society open new
options fur women. In “his context, modest improvements in

individual nutrition, health, education and so forth may be required

it substantial improvements in living standards are to become
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realistically feasiblg., Population assistance should also funi
programs needed to explore how currently operating policy measures
and socio-economic conditions influence attitudes on family size,
and what policies might work in conjunction with family planning
services and information to encourage smaller families.

In many cases, AID may be able to plan its programs with
a view to a particular birth rate or fertility target set by the
recipient IDC; in other cases, the target may simply be the implicit
cne of reducinyg birth rates or fertility as much as possible.
In either case, focusing on the need for reducing fertility may
help stimulate guestions as to optimal combinations of services,
motivational campaigns, and other policies that stimulate
participation in family planning -- questions less likely to arise :;
if the target is the more limited one of providing services alone,
While it may be both necessary and desirable to set shorter-run
targets in terms of services supplied, bearing in mind the overall -
target of reducing fertility can stimulate more efficient and |
imaginative programming. Specific targets, whether in demographic
or program terms, can only be set for specific projects depending

on operating conditions.

', Education T3
In a world of plenty, "education" may connote literacy
and wide learning, truth for its own sake as well as a means to
progress,  1In a world of want education must unfortunately of necessity

be somelhing tur more restrictive and practical -- as means

to dmoreving Living standards rather than an eond in itself., AIDD
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defines "minimum practical education" to be that boiy ot knowledae,

attitudes, and skills necessary to effectively contribute tc and

participate in 2 develcoping society and econcmy. E.iucation should

help eguip LDC citizens cope with their most pressing problems --
hunger, ill health, and a lack of more oroductive employment.

Minimum practical education varies with the situations
people face. What is essential to effective participation uiffers
dramatically among and within countries. 1In eaucation, therefore,
AID must take the poor majority as defined through some benchmark
outside education -- such as income or health. Then,working with
some or all of that majority, we can seek to identify education
targets expressed as their i;;}ning needs, and select and try out
the most promising alternative means for meeting those needs,
including both formal and informal programs, in a process entailing
the active participation of the pcor from start to finish.

It bears emphasizing that literacy rates or enrollment
ratios may not be an appropriate target. For some countries,
literacy may be one, though not the only, learning need., Where
resources are very short, where lifestyles severely limit access
to formal education, or under other circumstances, programs to
increase literacy may or may not be the most effective means of

enabling more people to contribute to and participate in

development. Even the UN's worldwide target of "universal primary

education" may be an inappropriate target, at least in some

countries' present circumstances. Meeting the learning needs of
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the poor majority with severely limited resources requires considering

new as well as traditional approaches, particularly those that

~ engage the poor themselves at all stages of the process.

VI. Conclusioh
We close on the note with which we began: the problems of

the poor majority are immense, but AID can and must be of help.
It is AID policy, with the support of the Congressional mandate,
to pursue as an underlying theme the approaches described in
simplified form in this paper. The true test of our success will,
of course, lie in the quality of the projects and programs carried
out in developing countries.

It is on that task that we must continue to expend our

greatest energies.




APPENDIX A

"Fror Mgcrity” in A?l.f.-:‘%ssiste: feuntries, According to Frovorticn of Pepulatiun Receiving Less than $150 per capita
yer vear (139 prices) Liste: v A,.I,0, Eegion and by Contr.bution to "Peor Majority” Populaticn of the Region.*

% of Froulation “Poor Majority”
Total Population Receiving & $150 Population

{milliens) per capita (millions)

Near fast and Jouth Asia

Intia ({he5) $37.Q ary 488.7
mkistan (Incl. sans;lazesh) (66-7) 111.8 =2 #3.5
Zgypt  {HL-5) 23,3 S0 16.6
Turkey (°3) 5.2 .8 15.9
Jri lanka (¢ 3) 12.5 &3 8.5
Tunisia (70) R &2 2.5
tegional Sub-Total 7,7 33% 612.7
Zast Asia
Thailand (62) .7 057 22.6
Korea, 3. {/0) 2.0 B3 1L.4
Philippines (71) 37.1 32 11.9
vietnam, . (Hh) 17.9 Ll 7.9
fepional Sub-Tctal 121.7 -7 56.8
Africa
Sudan  {7?) 18,2 317 12.3
Tanzania (A7) 13,50 w1 12.0
Zenva (9E-2) 0. 9.3
‘naagaseur (0 0) LY B 5.7
rplawi  (V'9) o @ b.3
Chad (58) % 31
Seneral  (G0) el 2.6
Tzhomev  {39) . 2.3
Tvory Coast {70) 3 1.9
Sierra Levne (O8-9) -l 70 1.8
Zambia (39) . 20 .8
Sotswana (71-2) o g .5
japen (68) .3 22 .1
Regional Zub-Tetal 7.7 T 50.7
tatin America
arazil (70) 27,6 Ly L2.1
Colombia (70) 21.1 Lz 8.0
Peru (70-1) 12,6 33 L,8
Zcuader (70) 5.1 70 4,3
Cominican Republic (69) L,3 8 1.6
Chile (48) 9.8 16 1.6
S} Salvador (H9) t 35 L2 1.5
Honduras (67-8) 2.6 s8 1.5
Suatemala (£6) 5.2 22 1.1
Uruguay ((7) 2.9 ez K
Jamaica  (58) 2.0 27 .5
Tosta Rica (71) 1.7 1s .2
fanama (<9) 1.5 16 .2
Juyana  (55-7) .8 28 .2
Regional Sub-Total 168.7 L1g 69.2
ALL RBGIONS (37 countries) 1096.8 72.54 . 795,k

< Zountries incluied are the 37 A,I,D,-assisted countries for which inccme distributicn data are reported in Shail Jain, Size

Tigtridution of Inceme: Compilaticn of Zz2+ta, IBRD, Zank Staff Working Paper No. 170, lovember, 1974, Twenty-seven A,1,D,-
assisted countries are not included fcr la:x of inccrme distributicn !ata, (hece are: Afghanistan, Bolivia, Burunii, Cameroon,
Tentral African kepublic, Ethiopia, Gambia, Ghana, Guinea, Haiti, inlcnesia, thmer Fepublic, Laos, Lesotho, Liberia, Mali,
Morocco, ilepal, Nicaragua, lliger, Paraguay, Pwania, Twazilana, Togo, Upver Volia, Yemen Arab Republic and Zajre. But the total
1370 population of these countries was cnly 242 million, ccmparei to 1297 millicn fer the countries included in the table,

The method and sources for the tables are as fcllews, Populnti ‘n! GDP 4ata are for 1970 (converted to 1969 prices in
=11 cases), except for Pakistan, sSierra Leone, Tanzania, Thi.lani, India, Senegel, Judan, South Vietnam, Egypt and Zambia,
where the data refer to 1969, and Botswana (10:&), .nad (1~ ) un: Uahomey (1967). Cates ror the income distribution data

are shown in parentheses next to the ccuntry in the table.

were i :sented in the
Income distribution data in the I1BRD source citei above/fcrm of income spares &ccuring to 20 equal subgrcups of the populaticn.
To calculate the percent of the populaticrn receiving an annual per capita GDP telcw (150 the Income share of a subgroup
was multiplied by the total GDP figure fcr that country. This product was then iivized by the number ol individuals in that
zubgroup or the total population divided by 20. GDP and populaticn refer to the most recent year for which data are
available. Using & $150 as a guide, the -losest 5% interval was located and assuming equal distribution within this
interval, the approximate percentage determined. The order in which countries are rresented within regions was determined
ty the magnitude of the poor majority of the populasticn, column 3.

The source for the populaticn and GDP figures were the UN Statistical Yearbook £3, and the UN Yearbook of Natiopal Accounts
Statistics 1971, V. III respectively GiP zerlator indexes found in Gross llational Product, AID, FM/SRD, May 197L, vere

sed to convert all GDP figures to 1969 prices (EIxceptions: Botswana, Jamaica, ori Lanka, Chad, Dahomey, and Guyana.

3P deflators were taken from an &ppropriate rezicnal table of Africa or latin America in the UN Statistical Yearbook, 1973.

ATD/PEC: April 1975 BEST AVA”_ABLE CO PY

~
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APPENDIX B

AVERACE PER CAPITA DAILY ENERGY REQUIREMENTS

Country Calories Countr Calories
Uruguay 2,670 Dahomey 2,310
Turkey 2,520 Liberia 2,310
Egypt 2,500 Panama 2,310
Cyprus 2,480 Paraguay 2,310
Syrian Arab Rep. 2,480 Sierra Leone 2,310
Chile 2,450 Tanzania 2,310
Afghanistan 2,440 Togo 2,310
Trinidad & Tobago 2,430 Bangladesh 2,300
Yemen Arab Rep. 2,430 El Salvador 2,300
Morocco 2,h20 Ghana 2,300
Bolivia 2,410 Guinea 2,300
Tunisia 2,400 Ecuador 2,290
Brazil 2,390 Guyana 2,280
Upper Volta 2,380 Honduras 2,280
Chad 2,370 Madagascar 2,280
Miuritius 2,370 Dominican Rep. 2,260
Nigeria 2,370 Philippines 2,260
Senegal 2,370 Central African 2,250
Angola 2,360 Rep.

Korea, Rep. 2,360 Costa Rica 2,250
Botswana 2,350 Haiti 2,250
Peru 2,350 Jamaica 2,250
Sudan 2,350 Nicaragua 2,250
Gabon 2,340 Khmer Rep. 2,230
Mali 2,340 Thailand 2,230
Niger 2,340 Laos 2,220
Rwanda 2,340 Sri lanka 2,220
Ethiopia 2,330 Zaire 2,220
Malawi 2,330 India 2,210
Mozambique 2,330 Guatemala 2,200
Pakistan 2,330 Nepal 2,190
Burundi 2,320 Vietnam, Rep. 2,170
Cameroon 2,320 Indonesia 2,160
Colombia 2,320

Ivory Coast 24320

Jordan 2,320

Kenya 2,320

Mauritania 2,320

Somadia 2,320

Zumbia 2,32

vowrce:  Calculated I'rom Annex Table: Population, food supply and demand
for fvod in individual countries; Assessment of the World Food
Situation, Present and Future, Item 8 of the Provisional Agenda,
United Naticns, World Food Conference, November 197k,

AID/PPC: April 1975




Appendix C
[tem 1

Capital Transfers, Capital Intensity and Capital Projects

The three terms ''capital transfer, " "capital intensity, ' and "capital

project' are sometimes used in Congressional or other documents in
ways that svggest confusion as to their meaning. This brief paper
attempts to clarify what AID means by these words.

1) A capital transfer is an international financial transaction involving
the movement of funds from the capital -exporting to the capital-importing
country; the funds can be given as grants, exchanged for debt instruments,
or used to purchase equity positions., Capital transfers thus include
private and oificial long-and short-term purchases of debt, direct foreign
investment, and private and official grants. Accordingly, virtually all
forms of assistance extended by AID to LDCs involve capital transfers.
Such transfers can, inturn, be used by the recipient for purchasing goods
and services from the United States or from other countries. These could
include raw materials, intermediate or capital goods or services such as
those of technicians, engineers, etc. Even though the expenditure under
any specific project may be entirely in local currency and not require direct
procurement from abroad, the capital transfer (in the form of foreign
exchange) is required to buy goods and services in the local market and is
therefore essential to the undertaking of any AID programs in LDCs.

2) A capital development project is the creation, improvement, or expansion
of physical assets or institutions which prcduce goods or services--factories,
land improvement, roads, agricultural research capacity, school systems,
etc.

3) Capital intensity refers to the proportions in which capital is combined
with labor to generate goods and services either in specific projects or at
a more aggregated (national, sectoral, or sub-sector) level.

The adjective "large' is also used in a rather loose way without specifying
large in relation to what. Is a "large'' transfer large in relation to the

GNP of the recipient country, its total imports, its total investment program,
the number of intended beneficiaries, the size of total exter.al assistance to
that country, the AID budget, or what?

In any case, the size of the project is not the relevant criterion; what is
relevant is a) that the project makes efficient use of scare resources and
b) that the benefits flowing from the project accrue largely to the poor.
Some large scale projects meet these two criteria and some small scale
cnes do not,
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The size of a transfer does not signify anything about its impact on the
poor. What groups benefit depends on how the resources financed by the
transfer are used. Assuming that the resources financed by a large and
small transfer were applied equally well to meeting the needs of the poor
the larger transfer would have the greater beneficial impact. Under
these circumstances a $20 million transfer, for instance, should have
twice the impact of a $10 million transfer to the same country.

Implications for AID Programming

1) Capital Transfers. A development assistance program by its very

nature involves capital transfers. As far as AID is concerned, the
appropriate size for a capital transfer (apart from AID budget considerations
and U,S. objectives not related to development) depends on the determination
and capacity of the government of the recipient country to implement policies,
programs, and projects which reach the poor and the magnitude of additional
resources which are needed and can be effectively used for this purpose.

2) Capital Projects. Capital projects can be not only compatible with but
essential to the achievement of poverty alleviation objectives. Capital
projects should therefore, as noted above, be judged individually in terms
of who benefits from them and whether in their creation and subsequent
operation they employ appropriate combinations of capital and labor,

3) Capital Intensity. The mixes of capital and labor should be viewed as

a spectrum running from highly capital intensive to highly labor intensive.
Some sectors or sub-sectors (e. g. petroleum refining) are necessarily very
capital intensive because of the technology involved. In other sectors

(e. g. agriculture or construction) a range of technologies exist or can be
devised. LDCs, with their shortage of capital and abundance of labor,
should concentrate on sectors which are relatively labor-intensive and
within sectors should employ technologies which are as labor intensive

as is compatible with social rate of return criteria (i.e. after correcting
for distorted factor and commodity prices) and with seasonal variation in
the availability of labor. In considering factor intensity it is important that
attention be given not only to the project staff itself but to the effects of its
backward and forward linkages on the demand for capital and labor. For
instance, a project which by itself is rather capital intensive may creatc

a need for inputs which are very labor intensive or produce a project which
is used in very laboer intensive ways. It is necessary, therefore, to look
beyond the project itself and take into account its indirect as well as its
direct employment effects.
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The Role of AID and "Direct Assistance'' to the Poor Majority

AID supports and assists LDC ..gencies in plamiing, financing, implementing,
monitoring and evaluating programs and projects which promote development
activities which primarily and directly deal with the problems of and benefit

the poor majority.

AID may therefore support activities which directly benefit the poor majority
or support through assistance in planning and institution building LDC
agencies that deal directly with the problems of the poor majority. Almost
invariably AID assistance would reach the poor majority not 'directly"
through, for example, U.S, advisors working directly with villagers, but

through:

a) public or private intermediary institutions, and

b) advice leading to change in LDC policies which, in several ways,
might improve benefits to the poor (e, g., policies which influence
the availability of opportunities--including employment--and the
supply and cost of basic goods and services).
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Participation

An approach to development that may be characterized as follows:

1. Decisions concerning the activities to be carried out are made,
preferably, by those benefited (i.e., the poor), or if not, at least with
effective consultation and substantial acceptance by those benefited.

There are examples of participation in decision-making with regard both

to project selection and implementation. At the implementation level,
participation occurs in the analysis and approval of applications for credit
by local cooperatives. This usually involves a "credit and finance"
committee which does most of the work and the members of the Management
Board who give the formal approval and are legally responsible (in well-run
co-ops) for the co-op funds. Examples can be found in Bangladesh

(Comilla Thana), Gambia, Guatemala and Taiwan.

Participation in project selection is illustrated by recent developments in
the program of the National Community Development Service, an autonomous

agency of the Bolivian Government. Local people are hired and trained

as technicians by the NCDS to assist villages establish project committees
to identify projects which are then submitted to the NCDS for financing,
Another example is the rural public works program of the early sixties

in East Pakistan where viilage representatives participated in project
selection at the county (Thana) level.

2. The activity in which they participate is, ideally, a learning experience
for benefited persons, which increases their technical skills and/or their
capacity to organize for common purposes and for greater access to the
benefits of development.

An example would be women, who receive training as midwives in local
infant and child care programs. Through their participation they increase
their knowledge of nutrition, the environmental situation and control of
communicable diseases and also how to involve the local community for
those programs which are community wide. Country examples of such
health and nutrition programs include North East Brazil, Sri Lanka and
Taiwan.

3. [Lconomic benefits are widely and significantly shared by the poor with
the objective of narrowing the relative income gap between rich and poor,
e.g. the co-op which benefits all small farmers or the tvpe of health
improvement program cited in No. 2.
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Country examples include Egypt, South Korea, Sri Lanka and
Taiwan,

4, The poor make 2 significant contribution in effort and resources

to the activities from which they benefit, e.g. through personal savings,
or serving as members (usually without compensation, though expenses

are covered) of local vlanning or project implementation committees, as
in the exampiles given in Nos. 1 and 2 above,

Country examples include Taiwan in particular as well as Egypt and

South Korea. Inthe above mentioned Bolivia National Community Develop-
ment Service program, villages are now expected to cover one-half of the
total cost of projects.

5. The participation and contribution of women should be explicitly taken

irnto account under the above -mentioned considerations, e.g., any of the
above or other examples when the participants are women.,
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Rural Development

We propose the following approach to a definition of rural development.
Rural development covers all sectors of development and all people who
live in farm villages or hamlets and those who live in urban centers whose
economic life depends primarily upon agriculture. In small and medium-
sized countries, rural development by this definition may well cover the
entire country apart from the capital city and seaports and mining towns,
if there are such. Insome countries, major regional cities would also
probably be excluded. Because of variations in population densities and
levels of modernization in the developing world it is impractical to use
community size as a criterion to divide urban centers between those which
are primarily farm-related and those whose economic life is primarily
non-agricultural. Section 103 on food and nutrition assistance may, by the
above definition, cover 98 to 99% of the urban places in the developing world,

Rural development according to Section 103 and its legislative history
consists of those resources to which the rural population, and especially
the poor, need access, both to increase their output and incomes and to
improve the quality of their lives. The output component of rural develop-
ment is most usefully thought of as total rural production rather than
agriculture, and the emphasis in production planning is on the linkages
among agriculture, industry, and marketing (these categories include
associated services and physical infrastructure, such as credit, information,
inputs, processing, roads,. irrigation, etc.). Rural development is viewed
as a process with an important self~sustaining element and therefore one
that requires local people, local resources and local savings to be involved
to their fullest in project design.
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Collaborative Style

An approach to policy, program and project deveiopment characterized
by an inter-active process of consultation, planning and decision-making
between AID and the government of a developing country. This process
assumes a certain measure of congruence of policies and objectives
between AID and the government. The framework of AID policies and
requirements is defined by the FAA of 1973 and other legislative and
administrative determinations.
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