
Sip- i f icaxce  of Report t 
Lester B. Pearson, Chairrcan on on In te rna t iona l  - , 

Development, has s t a t ed  i t s  go22 i n  these terms: 
f'N - A B ; ~ - f i g  

"( to)  inquire i n t o  the his tory of the past  20 years of development 
ass is tance,  . . . evaluate the r e su l t s ,  and . . . make recommendations 
f o r  development assistance i n  the 10 t o  20 years ahead. The Report . . . 
w i l l  propose a philosophy of internat ional  cooperation fo r  development 
which . . . can be accepted by countries both r i c h  and poor, as well 
as  a far-reaching program fo r  action." 

The peerson ~ e p o r t  f u l f i l l s  much of  t h i s  statement of purpose. It 
presents evidence o f  a s u c c e s s M  development his tory,  a new p o l i t i c a l  
perspective fo r  development assis.t;mce i n  they970s and a comprehens ive 
st rate,^ f o r  accelerating the development of the two-thirds of the  world 
t h a t  remains poor which, if swif t ly  implemented, could eliminate t h e  need 
f o r  conc'essional a id  programs by the  end of t h i s  century. 

Th? Pearson Commission Report comes when U.S. foreign a id  i s  on a 
downward trend while the American public increasingly questions the  
accomplishments, purpose and effectiveness of overseas a id .  Concurrently 
other developed countries,  a r t e r  increasing t h e i r  o f f i c i a l  ass is tance by 
more than f i f t y  percent in the s i x t i e s ,  and passing the  United States  in  
t o t a l  flow i n  1969, a re  beginning t o  f a l t e r  in t h e i r  forward momentum. 

The Commissioners propose: 
7 er ,  

--A global p o l i t i c a l  and philosophical approach t o  the problem of 
development i n  a rapidly shrinking world. 

--A grea.tly strengthened internat ional  framework with emphasis on 
enlarged mul t i l a t e ra l  i n s t i t u t ions  which would provide lezdership for  a 
new development partnership between donors and rec ip ien ts  t ha t  
covers b i l a t e r  a1 as well as mul t i la te ra l  programs .- 

- -A  more integrated approach t o  development which comprehends 
t rade ,  investment, aid and self-help measllres. 

--Major changes.in present t rade pol ic ies  
A .  

,--A sharp increase and improvement .in develdpment ass is tance f'unding, 
' 

par t i cu la r ly  from .the Uriited Stztes.  
. . 

C6~m'-ssioned by ~ d b e r t  ~ c ~ & a r a  , i n  ,1963, shor t ly  a f t e r  h i s  a r r i v a l  a t '  
the  World ~ z ~ k , '  t h i s  report  and -ec.tc-mber 'stztement ba  the  Caminittee 
o n  Economic ~ e v c l o ~ ~ t ~ '  on "Assisting Devdogaent h T o w  Incone Colmtries 77' 

. s t r e s s  tha t  t he rz  i s  a c r i s i s  today i n  . the.  aid f i e ld .  LQ essence, the i ssue  
. . i s w n e t h e r  the' develqped eoul~tr ies .  ? d i l l  a l low th5 unprecedented s t r v r c t ~ r e  

. . which ?as beer! b u i i t  up for  cooperat ion t~ deter iorz te  o r ,  whether. they w i l l  
. . r.e7rr;? p r s e n t  trends so t.ilat p_crcg-ress i n  tl;e dlvelopment par tnership ma;{ 

cont ime z~cl gro;.. The lieport ccr;cludes t k z t  "precisely beczuse the  
de-~elosir!g x x n t r i z s  see t h e i r  forwsrd n o c x t u m  thre..-t>ei.,ed by bleak a id  
p r ~ s g c c t s  they f e e l  a growing sense of f r ~ s t r z t i o n  o k i c h  tends t o  embitter 
rel.o.ti tins bzt:.re?r! r ich  a d  ccor . ' I ,  
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The global  development s t ra tegy  proposed by the  Report encompasses 
major, 'areas of sel f -help which the  developing countries themselves must 
undertake. I t s  primary emphasis, however, i s  on the r o l e  of t h e  developed 
countries i n  t rade ,  p r iva te  investment and aid,  and on how to 's t rengthen 
t h e  in s t i t u t i ons  f o r  mu l t i l a t e r a l  assistance and t o  create  a be t t e r ,  

, mul t i l a t e r a l ly  led ,  partnership framework for  the  development e f f o r t .  
. . 

The Report argues t ha t  se l f -susta ining growth a t  a 'reasonably rapid . 

r a t e  i s  a feas ib le  t a rge t  f o r  most ~f the  developing.world by the  end .of . 
two o r  th ree  decades. To achieve this., l a rge '  resources from t h e  wealthier . '  :. - 

. nations w i l l  be indispensable, as iill be b e t t e r  a id .  ' ~ u t  the  developed . . .  

countries can, within the frame~sork of t h e i r  enlightened s e l f  i n t e r e s t  i n ,  a . ' . 

rapidly shrinking world,. j u s t i o  increased development ass is tance t o  achieve 
' t h i s ;  ' ; . .. 

. ._ 
. . . . . . In p a 2 t i c u l a r ,  t h e  ' ~ e ~ d r t  i s  thorough in i t s  study o f  t h e  .requirements 

. f o r  an e f f ec t ive  partnership r e l a t i on  between the. r i c h  nations and t h e  poor; . . ,  . . 
' .  , of .the proposition t h a t  t he  growth i-ate .required and f eas ib l e  f o r ' t h e  1970s 
. i s  of "at  l e a s t  s i x  percent"; of the  major 'changes required i n  the. t rade  - .  .. 

po l i c i e s  o f '  t he  developed countries;  and of the  need f o r  o f f i c i a l '  aid t o  . . 
. ' 

. . .  
. . ' increase -- implying more than a dodl i r ig ,  in fac t , '  f o r  the.  .lagging United 

. . Sta tes  by 1975'from the  1968 level: . .  . .  . . 
. . .  . . 8 . .  . . 

. . 
There are ,  howeve'r , no tab le ,  i f  unde'rstandable, omissions from the  

. . 

' .. viewpoirit. of a n :  ~mer ican  Yeader. This in te rna t iona l  report  does not address 
- . . di r .ec t ly  such s t r i c t l y  Auerican questions as how'the .United S t a t e s '  . . 
. '  b i l a t e r a l  aid should be administered;, how t o  i n t e r r e l a t e  o r  separate . . 

administration and funding of assistance fo r  development and fo r  economic. . 

.support .of the. po l i t i ca l -mi l i t a iy  e f f o r t s  i n  such countries as Vietnarg 

. , . . .  . . 
. The Report d ies ,  however, 'provide guidance t o  man$ key 

t roub l ing  U.S . . policy-makers . Thus, t h e  mul t i l a te ra l ly ,  l e d  and broadened ' . . . . . 

, . .p'artnership between donors and recipients  proposed by t h e  Report could go. ' . .  , . 
a long way toward meeting both the  objections of those who claim U.S. a id  
programs can lead t o  "more Vietn&s,I1 and the  'demands of many of - t h e  younger 
generation f o r  a lobal. ra ther  than a narrowly n a t i o n a l i s t i c s r o a c h  t o  +- world '.problems. he Commission ' s e,mphasis 'on the  ' importance pf r e l a t i n g  

A '  . 
development - a s s i s t a k e  d i r e c t l y .  t o  'development goals %d not t o  narrow . ' . . . . 
nat iona l  p o l i t i c a l  objectives , and on grea t ly  increased coordination between 
t h e  mu l t i l a t e r a l  and b i l a t e r a l  e f fo r t s  would, i f  accepted, argue f o r  a 
subst  ant i d l y  strengthened cen t ra l  di rect ion of t he  American pol ic ies  and 
progrms  d i rec ted  t o .  world development'. . ' . .  
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The following are  high points  addressed by the  Pearson Commission 
Report: 

Does Develo~ment Work? 

The analysis  of the  Report supports the  conclusion t h a t  while t he  
record of development i s  mixed , ' i t  i s  f a r  b e t t e r  than generally recognized.  

, 

and b e t t e r  than t-hat of the  present ly  developed countries i n  the  Nineteenth 
Century and f i r s t  ' h a l f  of  t he  Twentieth Century, 

- Developing countr ies  grew a t  an annual average r a t e  of 4.8 
percent between 1950 and 1967, and met t h e  United Nation's 

-.'Development Ijecade goal of 5:0 $erscent per  annuin ' i n  t he  1960s. 
. . This growth was f a s t e r '  than t h a t  of .developed couptrie's i n  t h e  
. 1960s: ' . . .  

, . . . . . 
. . - ~ e s p i t e  burgednine population growth,. incomes per head i n  . . . .  

. . developing nations grew a t  2;O t o '  2.5. percent. per  yea r .  . This. : 
. p e r  cap i t a  inconie growth compares favorably with the  ea r ly  experience . ,. 

.of i ndus t r i a l i zed  couritries. 
, . . . 

8 .  

. . . . 

- I n d u s t r i a l  growth i n  low income countries i n  the  1960s has ,be'en .. 

more rapid than t h a t  i n  t h e  indus t r ia l i zed  countries.  . . . . ' . ' . . . . . . 

- New high y i e ld  wheat &d rice' s e e d i  &re not on lyb r ing ing  an . 
' 

. a g r i c u l t u r a l  revolution t o .  developing countries but encouraging 
. t he  peasant farme'r . t o  be responsive t o  economic oppor tun i t i es .  

. . . . 

- The developing countries have improved t h e i r  knowledge of what 
it takes  t o  b r ing  about economic growth. and of how'to use aid . 

. . ef fec t ive ly .  . 
These r e s u l t s  demonstrate tha t  r e l a t i ve ly  rapid economic development i s  

feas ib le  where t h e  ,developing countries have the w i l l ' and  where external  ' 

help i s  avai lable  i n  me&ingfil amounts. They support t h e  conclusion of t h e  ' 
CED study t h a t  "the i n t e rna l  and external  resources, as well  as t h e  e f f o r t  
and sac r i f i ce ,  t h a t  have been devoted t o  achieving economically and p o l i t i c a l l y  

. -viable soc i e t i e s  have begun t o  bear f r u i t .  The r e s u l t s ,  i n  f a c t ,  have been 
I t r u l y .  impressive . " .- - 
. . -  . 

. Why Support the  Developing Countries? 

The Pearson Commission j u s t i f i e d  the need f o r  development ass is tance 
on the  scale  required t o  achieve the  goals of t he  Second Development Decade 
p r h a r i l y  on the  grounds of  enlightened and constructive s e l f - i n t e r e s t  . 
The Commissioners s t r e s s  t h a t  we a r e  increasingly l i v i n g  i n  a "vi l lage world." 
This brings new p o l i t i c a l  and soc i a l  imperatives fo r  t he  countries cf the  
world t o  work together:  development of the  world's resources and increasing , 
world tracle help not only those countries now economically weak but a l so  
those strong and wedthy.  

- .  - - . 7 7 -  

1 



Thus, the  Report i s  addressing all the r i c h  nations.  It does not 
address the  unique and spec ie l  stake which t h e  United S ta tes ,  as t he  world's 
l a rges t  and most powerrul nation t o  whom others look f o r  leadership and 
act ion,  has i n  a strengthening world order. In t h i s  regard, the  immediate 
U.S. i n t e r e s t  i n  an .effect ive economic strategy toward t h e  underdeveloped 
world as a subs t i tu te  for  mi l i t a ry  and securi ty  po l ic ies  i s  enormously 
grea te r  than tha t  of the  Netherlands o r  Canada. 

THE STRATEGY 

The Report presumes tha t  self-help by the  developing countries,  t rade,  
a id  and pr iva te  investment a re  a l l  required i n  the long-term process of 
economic growth. Ehergetic actions a re  required on all of these f ron ts .  

In such comprehensive action the. relationship of r i ch  and poor. countries '  
: . must be s t ructured not i n  terms. of donor-receiver r e l a t i ons , .  but as a . .. 

' partnership. i n  promoting order ly  economic growth. Since growth 6 f '  wbrld 
-markets and t h e  improvement o f  the "global v i l l a g e t  ,&re i n  everyone ' s i n t e r e s t ,  

, . . a genuine 'partnership approach' makes Sense, 
* 

. . 
~ e s c r i b e d  below are the  major components of the  s t ra tegy:  

Does ~evelopment Assistance Have a Goal? 

.To the question of whether internat ional  development has a c l ea r  A d  
tangible  goal, the  Pearson Commi'ssion affirms:. 

. . . . 
. . .  . . . . . .  . , . ' 

 evelo lop merit assi.stance differs .  from other  forms of a i d  i n  t h a t  it 
ought t o  be directed t o  a c l e a r  objective which joins donor and 

, rec ip ien t  in a f i n i t e  enterpr ise  benef ic ia l  t o  both. The primary ' , . , 
purpose of  the  addi t ional  Oevelopment aid recmended.  for  t h e  1970s .. 

. . 
should be . t o  help br ing as many l e s s  developed countries as  possible  

. ' t o  a l e v e l  of  growth o f  a t  l e a s t  s i x  percent. The' experience of  t h e  
1960s demonstrates t ha t ,  with sound pol ic ies  and wisely administered 
.aid, the s i x  percent r a t e  i s  within the reach of  most countries.  
Development aid should be d i r ec t ly  re la ted t o  t h i s  goal." (~mphasis  supplied).  

By growing a t  s i x  percent per year most developing countries could 
achieve self -susta ining growth by no l a t e r  than t h e  end of the  century, 
obviating the  need f o r  fur ther  concessional aid.  To become independent of 

L aid i s  a profoundly f e l t  goal of developing countries. Also, as s t ressed  
by Robert McNamara on September 29, an accelerated r a t e  of  growth i s  
necessary t o  prevent unemplo-jment i n  the  developing countries from ge t t i ng  
out ,of hand i n  t he  1970s. 

P o l i t i c a l  good w i l l  may also be gained from assis tance;  but t he  Report 
goes on t o  s t a t e  qui te  f l a t l y  t hz t  narrow p o l i t i c a l  objectives should not 
underl ie  development ass is tance e f fo r t s .  
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The Roles of T r ~ d e  and Private Investment 

While s t r e s s ing  the indispensable need f o r  r i s i n g  l eve l s  of a id ,  the  
Commission emphasizes t h a t  t rade  i s  the most e f fec t ive  s ing le  component 
of an overa l l  s t ra tegy  f o r  development. Four-fif ths of t he  foreign exchange 
earnings of developing countries comes from trade,  only one-f i f th  from aid 
and investment. It i s  through t rade  t h a t  developing countries w i l l  
ul t imately derive t h e  s t rength t o  grow independently. Consequently, t h e  
Report urges a vigorous expansion i n  world t rade,  increased l i be ra l i za t ion  
of t rade  po l i c i e s  by developed countries, and greater  e f f o r t s  by developing 
countries t o  adopt pc l i c i e s  conducive t o  export expansion. 

m 

Specif ical ly ,  with respect t o  the developed countries,  t he  Report 
c a l l s  for  a h a l t  t o  the  imposition of quant i ta t ive  r e s t r i c t i ons  on 
manufactured imports, the  removal of exis t ing r e s t r i c t i ons  during the 
1970s, reduction of t a r i f f  b a r r i e r s  on manufactured imports from developing 
countries,  es tabl ishing,  before the  end of 1970, a generalized non-reciprocal 
scheme of preferences. On primary products which a re  not produced i n  
developed countries,  such as  coffee,  cocoa, t ea ,  the  Commission recommends . 
the  elimination of excise and import duties.  On those which are  produced 
i n  indus t r ia l ized  countries,  such as sugar and r i ce ,  t h e  Report urges t h a t  
plans be made t o  assure t h a t  imports from developing c o m t r i e s  receive an 
increasing share of the market. This would require t ha t  all the  major 

' 

developed countries make major changes i n  t h e i r  domestic ag r i cu l tu ra l  
po l ic ies .  

The proposals on t rade  are important recommendations i n  t he  Report 
and possibly t h e  r.ost d i f f i c u l t  t o  implement. For example, one e f f ec t  of 
t h e  Report's recor-endation would be the  dropping during the  1970s of all 
quota r e s t r i c t i ~ r  on import of t e x t i l e s .  As such it runs counter t o  
present Administ1 ion policy.  

The importan, . of  p r iva t e  investment i s  re.cognized and t h e  Commission 
prepared a s e t  of important and constructive recommendations which a f f ec t  
developed and developing a l ike .  The t ex t  a l so  suggests t ha t  consideration 
be given t o  such innovations as a mul t i l a te ra l  investment insurance scheme 
and the eventual creation of a system of internat ional  incorporation of 
companies doing business i n  more than one country. 

How Much Aid? 

L How much a id  w i l l  enable nost  developing countries t o  grow a t  the  
r a t e  of a t  l e a s t  s i x  percent annually and for  the  great  majority t o  become 
independent of the  need fo r  f'urther concessional a id  by the  end of the  

. 

century? Af'ter s t r e s s ing  the  c r i t i c a l l y  important ro les  of t rade and s e l f  
help, the  Pearson Commission concludes t ha t  t o t a l  f inanc ia l  flows, public 
and pr iva te ,  t o  developing countries a t  the  l e v e l  of a t  l e a s t  one percent 
of GNP of the r i c h  countries i s  required by 1975. It i s  joined here by 
t h e  recent endorsement by the Committee for  Economic Development 
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cf 'the one percent t a r g e t  and by a recent study by t h e  United Nations 
Development Planning Committee chaired by Professor Tinbergen of t he  
Netherlands. This i s  the  t a rge t  already approved by the United S ta tes  
and European governments a t  the  1968 meetings of t h e ' u n i t  ed Nations 
conference on Trade and Development (UNCTAD) . The Pearson Commission 
s t a t e s  : 

"We bel ieve tha t  e f f ec t i ve  development support requires  t he  
cont inui ty  which can only be provided by a long-term commitment 
of  ex te rna l  resources. We f ind  it appropriate t h a t  aid-giving 
countries,  which have so often endorsed the one percent t a r g e t ,  
should implement it without equivocation. It expresses the  . 
general magnitude of t he  e f fo r t  in in te rna t iona l  development which 
i s  ca l led  fo r  today." 

I n  absolute amounts t he  one percen t ' t a rge t  e n t a i l s  an increase i n  . . 
t o t a l  resource flows from $12.8 b i l l i o n  i n  1968 t o  $21.,7 b i l l i o n  . i n  1975. ' . .. . 

The U.S. amount would increase from $5 .7 .b i l l ion  t o  $11.1. b i l l i o n .  It is  . 
worth noting t h a t  U.S. 'assist'ance during the  Marshall Plari reached two 
percent of GNP and was a t  t he  one percent l e v e l  as recen t ly  as  ,1961. . 

More Fmportantly, t he  Pearson Commission s e t s  a t a r g e t  fo r  o f f i c i a l  
development ass is tance.  This is new ground al together .  Of f i c i a l  a id ,  
t he  Report points  out ,  meri ts  more a t ten t ion  because it i s  de l i be ra t e ly  
conceived as developnient assistance and can be d i rec ted  toward t h e  most 
important growth' sectors ;  it can be increased and t h e  terms adjusted by 
governments i n  r e l a t i on  t o  development needs; and most important, t he re  i s  . 
a rap id ly  growing need f o r  concessional a id  i f  the  f i nanc i a l  v i a b i l i t y  
o f  developing countries i s  not t o  be jeopardized by dangerously mounting 
debt problems. 

Therefore, t he  Pearson C o d s s i o r ,  recommends t h a t  each aid-giving 
country increase i t s  l e v e l  of o f f i c i a l  ass is tance so t h a t  new flows t o  the  
developing countries ~fould reach 0.70 percent of GNP by 1975, o r  as soon 
the rea f t e r  as  possible  i n  the  decade of the  1970s. The d r a f t  Tinbergen 
Report, by comparison, c a l l s  fo r  0.75 percent.  

A t  present t he  U. S. ranks seventh i n  the percentage of  GNP devoted ' 

t d  o f f i c i a l  a i d  with 0.38 percent. To reach the 0.70 t a r g e t  by 1975 would 
require ,  according t o  t h e  Report, an average annual r a t e  of increase  of 
t h i r t e e n  percent i n  U.S. aid over the  1968 leve l ,  an increase r a t e  not 

A markedly d i f f e r en t  from the  11.4 percent annual growth achieved between 
1956 and 1961. Unfortunately, the problem i s  more d i f f i c u l t  than it f i r s t  
seems: on t he  bas i s  of decisions already taken, U. S. ass is tance w i l l  
decline s igr i i f icant ly  i n  1969 and 1970 below 1968 l eve l s  while near ly  a 
b i l l i o n  doll .ars of the  present annual flow o f  U.S. ass is tance i s  i n  t he  
form o f  food a i d  f o r  which the  demand i s  decreasing i n  Asia. 



The U.S. holds t he  key a s  to  whether a i d  w i l l  be provided i n  anything 
- approaching t he  amounts s a i d  t o  be required by t h e  Commission. For i f  t h e  

United S ta tes ,  the  weal th ies t  country i n  t h e  world, with a g rea te r  production 
capaci ty  than Europe and Japan together,  f a i l s  t o  provide i t s  share,  t h e  
prospects a re  dim indeed t h a t  the o the r  countries w i l l  provide t h e i r  share .  

partners hi^ f o r  Develo~ment 

To implement these  ideas  the  Commission makes t h r ee  major recommendations. 
First, t h a t  s t rengthening t h e  mu l t i l a t e r a i  agencies would make more 
e f f ec t i ve  b i l a t e r a l  a i d  because it would permit i n t e rna t i ona l  organizat ions  
t o  p lay a l a r g e r  r o l e  i n  assessing performance and i n  coordinating a i d  
s t r a t egy  a t  the  country l e v e l .  Hence, it recomends t h a t  a i d  flows through 
m u l t i l a t e r a l  organizat ions  expand by 1975 from eleven t o  twenty percent  o f  
the  t o t a l  flow of  o f f i c i a l  development ass is tance .  

Second, t h e  Comiss ion comends t h e  t rend  i n  t h e  1960s t o  e s t a b l i s h  
machinery such a s  consor t i a  and consul ta t ive  groups under t h e  chairmanship 
o f  such i n t e rna t i ona l  organizations as  t h e  World Bank and t h e  OECD, through 
which donors and r ec ip i en t s  can e f f ec t i ve ly  talk together  about development. 
It c a l l s  f o r  t h e  expanded use of such groups and makes important recommendations 
f o r  increas ing t h e i r  ef fect iveness .  The Report suggests a more ac t i ve  and 
e f f ec t i ve  l eadersh ip  r o l e  by mu l t i l a t e r a l  i n s t i t u t i o n s  and broadening these  
groups t o  include more than one r ec ip i en t  in the  machinery f o r  monitoring and 
repor t ing performance by both the r ec ip i en t s  and t h e  donors. Ef fec t ive  
machinery o f  t h i s  type represents  a major innovation i n  a id  r e l a t i o n s ,  
embodying t h e  r i g h t  of rec ip ien t s  t o  monitor donors, in terposing s eve ra l  
donors and, poss ibly ,  s eve r a l  r ec ip ien t s  between t h e  p r i nc ipa l s  of  b i l a t e r a l  
prcgrams, and recognizing t h a t  the a id  r e l a t i oc sh ip  must be a two-way s t r e e t  
and t h a t  i n t e rna t i ona l  organizations comprising developed and developing 
countr ies  can perform a unique leadership  ro l e .  

Finally, t h e  Commission notes t h a t  t he r e  is  a l a c k ' o f  i n t e rna t i ona l  
coordination- o f  t h e  a d e  , a id ,  investment and m p e t  a ry  components o f  t h e  
a id  r e l a t i onsh ip  and no f o c r p o i n t  f o r  g lobal  programs t o  determine o v e r a l l  
a i d  requirements and t he  qua l i ty -of  perforkmce.  Hence, t h e  Report 
recomends t h a t  a meeting be held i n  1970 of appropriate l eaders  of i n t e r n a t i o n a l  
organizations,  r eg iona l  banks, major b i l a t e r a l  donors, and a i d  represen ta t ives  
of developing countr ies  t o  discuss t h e  creat ion o f  impoved machinery f o r  
coordination. The Report i s  disp-ppointing in t h i s  important a r ea  i n  t h a t  
it co r r ec t l y  i d e n t i f i e s  a major need but  dces not  go beyond recommending a 
procedure by which t h e  problem can be discussed. 

L 

New Metnods o f  Aid Financing ElEST AVAILABLE DOCLl!4E?.iT 
The Commission recomends very s i z ab l e  increases  i n  both  m u l t i l a t e r a l  

and b i l a t e r a l  a i d  by 1975, without suggesting how b i l a t e r a l  a i d  funds might 
be more r ead i l y  provided. In fac t ,  by noting t h e  need f o r  countr ies  l i k e  t h e  
Uni ted 'S ta tes  t o  replace  r e l a t i v e l y  more popular focd a id  with general  purpose 
a i d  and t o  provide funding on a mult iyear ra the r  t h v l  an vlnual  b a s i s ,  
it nay r z s u l t  i n  even add i t iona l  hurdles f o r  b i l a t e r a l  funding. 

With respect  t o  t he  IDA and the  FTorld Bank, t h e  Commission recommends 
t h a t  t h e  next replenishnent of  IDA cover a f ive-year period,  1971-75, r a t h e r  
than t h e  three-year  period o f  current replenis'rment. For t h e  longer run t h e  
Report suggests t he  p o s s i b i l i t y  of l i n k i n g  IDAto  t h e  repayments of  i n t e r e s t  
on b i l a t e r a l  loans  and f o r  t h e  goverments o f  developed count r i es  t o  



- make avai lable  t o  IDA, d i r e c t l y  o r  i nd i r ec t l y ,  p a r t  of t h e  Special  Drawing 
Rights (SDRS) which they a r e  a l l o t t e d  i n  the  IMF. Depending on the  percentage 
used: these  devices could provide IDA with funding of between $1-2 b i l l i o n  
annuidly . 

Another a l t e rna t ive  i s  proposed f o r  i n t e r e s t  reflows from b i l a t e r a l  
loans.  This would use a portion of  the  i n t e r e s t  reflows t o  subsidize 
World Bank loans,  During 1965-67 i n t e r e s t  rece ip t s  by DAC members on 
o f f i c i a l  b i l a t e r a l  loans averaged $500 mill ion a year and t h i s  amount w i l l  . ' 

continue t o  increase  in the next decade. 

Final ly ,  t h e r e  i s  a proposal t h a t  debt r e l i e f  would be recognized as 
a form of  a id  and t h a t  both developed and mu l t i l a t e r a l  i n s t i t u t i o n s  face up 
t o  t he  need f o r  adjustment of  the . debt . burden of many of  t he  LDCs. 

Improving Aid' s  Effectiveness 

' To make a i d  i t s e l f  more e f fec t ive ,  t he   omm mission makes number of ' 

spec i f i c  suggestions including: . . 

1. Easing terms of  development lending so  t h a t  debt repayment 
does not undercut development (recommends 2 percent,  current 
U.S, average 3.5 percent);  

2. Gradually untying a id  i n  progressive s teps ,  c ap i t a l i z ing  on 
t h e  advent o f  the  SDRs, and beginning immediately by 
permit t ing t h e  poor countries t o  use a id  fbnds f o r  purchases 
from each other ;  

3. Increasing t h e  mount o f  a id  used f o r  o v e r a l l  support o f  
na t i ona l  development programs, as  opposed t o  p ro jec t  a id .  
 e elates primarily t o  in te rna t iona l  and non-U. S . donors) ; 

4. Coordinating more c lose ly  technical  ass is tance with c a p i t a l  
flows.  e elates primarily t o  in te rna t iona l  and non-U.S. 
donors ) ; 

5. Increasing the  scale  of ,  and t h e  e f f o r t  t o  adapt, s c i e n t i f i c  
and technica l  research so t ha t  ass is tance can more s p e c i f i c a l l y  
meet needs of  the  developing countries (as ,  f o r  example, was 
done in recent years f o r  the  Green   evolution) . 

# 

There are  many other  Commission recommendations f o r  improving the  
effect iveness  o f  development aid which are not spec i f i ca l l y  labeled as such 
by the  Conmission but which would have t ha t  r e su l t .  W t i y e a r  appropriations 
and automatic devices fo r  funding mu l t i l a t e r a l  i n s t i t u t i o n s  would be of  g rea t  
value. Procedures =e recommended f o r  improving the  career  opportuni t ies  
f o r  those engaged i n  in te rna t iona l  development. As has of ten been sa id ,  t en-  - 

blems a r e  not r ead i ly  susceptible t o  solut ions  by two-ye= people 
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Population 

, 
,The problems o f  population were a lso covered i n  depth i n  the  Report, 

bu t  $eparately. The Commission does s t r e s s  t h a t  aid-givers cannot be 
i n d i f f e r e n t  t o  population performance, implying t h a t  t he  assessment of  
development performance should include progress toward population control .  
But t h i s  i s sue  was not i n t e g r a l  t o  the  main flow of t h e  Report and was 
more o f  a warning overlying t h e  e n t i r e  s t ra tegy.  

Relevance t o  t he  American P o l i t i c a l  Scene 

Overall,  these  recouucendations, and many others  l i s t e d  i n  the  summary 
of recommendations, o r  sprinkled throughout the  t e x t ,  provide a wide range 
of  p o s s i b i l i t i e s  f o r  improving the  amount and the  qua l i t y  of ass i s tance  for  
development. They provide means fo r  doing t h i s  which a re  intended t o  reduce 
t h e  p o l i t i c a l  s t r e s se s  and s t r a i n s  i n  the  r e l a t i ons  between r i c h  and poor 
na t ions .  

The emphasis i s  on t h e  concept of partnership.  The Report i s  an ou t l i ne  - 
of a.new philosophy of in te rna t iona l  co~pe ra t i on ,  together  with a program 

' of act ion.  

fn other  words, t he  Commission r e a l i s t i c a l l y  takes cognizance of  t h e  
increas ing  d i s t r u s t  of t he  p o l i t i c a l  entanglements which can go along with 
b i l a t e r a l  a id  and t h e  growing des i r e  f o r  a worldwide cooperative framework 
for  the  development e f f o r t .  On the  other  hand, it recognizes the  ind ispensab i l i ty  
of l a r g e  continuing flows through b i l a t e r a l  aid channels i f  su f f i c i en t  a i d  
resources a r e  t o  be provided. 

The t h r u s t  f o r  strengthening m u l t i l a t e r a l  i n s t i t u t i o n s ,  t he  m u l t i l a t e r a l l y  
led partnership framework i n  which b i l a t e r a l  programs would f i t ,  and t h e  
arguments behind it, f i t s  wel l  in to  t h e  current American mood of  r e s t r a i n t  
i n  foreign a f f a i r s .  As noted e a r l i e r ,  there  i s  increasing concern t h a t  
fo re ign  a id  leads  t o  b i l a t e r a l  p o l i t i c a l  t roubles  and p o l i t i c a l - m i l i t a r y  
commitments. A t  the  same time, because of  t he  experience o f  t he  Vietnam 
W a r ,  President Nixon i s  a r t i cu l a t i ng  a new pol icy approach t o  the  developing 
c o - p t r i e s  which combines e f fec t ive  l eve l s  of ass is tance and support f o r  
t h e i r  independence and development aspira t ions ,  with a more detached p o l i t i c a l -  
m i l i t a r y  re la t ionsh ip .  This approach of l e s s  intimate,  l e s s  deeply entangled 
support  f o r  these  countr ies ,  has s t ruck a favorable chord of response 

I throughout the  country. 

Against t h i s  background, increased emphasis on mult i la tera l ism and 
multi lateral  leadership seems t o  of fe r  answers t o  many of  t h i s  na t ion ' s  current  
p o l i t i c a l  s e n s i t i v i t i e s .  It would permit t he  U.S. t o  review the  po l i c i e s  
and prac t ices  of  developing countries at arms length and with t h e  presence 
o f  o ther  powers ac t ing  a s  a buffer .  The genius of the  concept o f  i n t e r n a t i o n d  
par tnership i n  development i s  t ha t  it could become the  mechanism by which t h e  
U.S. c m  increase  i t s  support of.poor countries i n  t h e i r  quest f o r  advancement 
while reducing the  r i s k s  o f  American entanglement i n  t h e i r  p o l i t i c a l  a f f a i r s .  
such arrangements, i f  f u l l y  accepted, a l so  would have t he  importan$ e f f e c t  
o f  separat ing a id  f o r  development from support f o r  other purposes. Equally 



important, t h i s  framework would a l so  ease p o l i t i c a l  pressure on governments 
of developing countr ies  by groups r e s e n t w  of outs ide  pressures on 
domestic po l i c i e s .  

Congress could be seen t o  be an obstacle t o  sharply increased programs 
under m u l t i l a t e r a l  leadership.  But t he  Commission believes t h e  improved 
machinery of t h e  type it suggests, together with new, object ive  techniques 
for  assessment of  development performance, would enable countries t o  support 
the  increasingly e f f i c i e n t  mu l t i l a t e r a l  programs while improving and 
expanding b i l a t e r a l  programs. 

In e f f e c t  t h i s  means wider d i s t r ibu t ion  of  m d s  i n  the  case of 
mu l t i l a t e r a l  ass i s tance .  For U.S, b i l a t e r a l  development a id ,  it can mean, 
outs ide  of  Latin America, an even narrower concentration on a few countries 
i n  which t he  United S ta tes  has a par t i cu la r ly  great  i n t e r e s t .  

The recommendations on pr iva te  investment, i f  ca r r ied  out ,  would 
s ign i f i can t ly  idprove the climate f o r  increased investment flows. This 
in tu rn  would increase  the  commitments of pr ivate  persons throughout t he  
r i c h  countr ies  t o  t he  commercial v i a b i l i t y  and growth of  t he  economies of 
t he  developing nations.  . . .  

The t r ade  recommendations are generally sound, but t h e  Commission 
c l e a r l y  acknowledged the  major p o l i t i c a l  obstacles in t h e  r i c h  countries 
t o  quick change i n  t h i s  area. The present policy t rends  i n  the  r i c h  
countries a re  r a t h e r  in the  d i rec t ion  of  increased protectionism, p a r t i c u l a r l y  
against  a g r i c u l t u r a l  imports, and against  the  manufactured products of 
low-wage countr ies ,  Can t h i s  new protectionism be res t ra ined? The Commission 
c a l l s  f o r  an immediate s t a n d s t i l l .  As for  the  r e a l i t y  of  ex i s t i ng  t r ade  
r e s t r i c t i o n s ,  t he  Commission recognizes tha t  they cannot be a l t e r ed  overnight 
and c a l l s  f o r  t h e i r  abo l i t ion  i n  the  1970s, 

Whether American government o f f i c i a l s  can gain l e g i s l a t i v e  au thor i ty  a t  
an e a r l y  da te  f o r  such a controvers ia l  proposal as s i gn i f i can t  t a r i f f  
preferences f o r  developing nations is a r e a l  question. Whether the  o ther  
major t rad ing  nat ions  a re  ye t  ready t o  open t h e i r  markets widely i s  even 
more doubtful, 

But all o f  these  r e s t r a i n t s ,  these  p o l i t i c a l  r e a l i t i e s ,  point  up t he  
urgent need t o  f i nd  ways t o  increase the flow of o f f i c i a l  ass is tance,  t o  
f i n d  new devices f o r  generating increased k d s .  On these  matters,  t h e  

A Commission was a t  i t s  bes t  with respect t o  the  m u l t i l a t e r a l  i n s t i t u t i o n s ,  
providing a l is t  of automatic devices and incentives f o r  stepping up the  
new flow of resources.  It had l i t t l e  specif ic  t o  suggest with respect  t o  
t he  eighty percent of the  funds s t i l l  expected t o  flow through b i l a t e r a l  
channels under an increasingly mul t i l a te ra l  "umbrella" o r  framework. 

Overall,  t h e  Commission provides j u s t i f i c a t i on  f o r  i t s  proposals i n  
reasoned, but e s s e n t i a l l y  dispassionate language. I t s  tone seems designed 
t o  reach out t o  profess ional  policy mzkers, bankers, sophis t icated i n t e rna t iona l  
bus.inessmen. The sense of urgency, of in jus t ice ,  of impending c r i s i s  if 

1 



" - act ion i s  not soon taken -- these things a r e s e t  fo r th  i n  low key. For 
t h e  wider world audience, t he  urgency i n  the next year o r  two w i l l  have 
t o  be explained more f u l l y  by others. But i f  su f f i c i en t ly  strong public 
a t t en t ion  can be focused on these problems, the  Report does provide a 
new reasoned base f o r  future  p o l i t i c a l  decisions. 

CONCLUSION 

The Report i s  a conservative approach t o  a r ad ica l  goal: t h a t  is,  a 
world-wide development e f f o r t  designed within a generation t o  achieve. 
self-sustaining growth fo r  a great majority of t he  developing countries,  
and t o  produce a vast  expansion i n  world trade which would benefi t  all. 
This means an integrated approach t o  development, use of in te rna t iona l  
development machinery, strengthened mul t i la te ra l  i n s t i t u t ions  fo r  world 
cooperation and _put t ing b i l a t e r a l  programs in to  a mul t i l a t e ra l  harness. 
For the  f i r s t  time, a comprehensive enough assessment has been made of t h e  
experience of t h e  past  twenty years t o  permit the  develcpment of t he  out l ine  
of  a r e a l i s t i c  plan spanning a generaticn. 

The Report i s  e s sen t i a l ly  conservative i n  t h a t  it proposes: 

-Gradually increased fhnding over a five-year period, although 
ser ious shortages ex is t  today. 

-Trade pol icy changes by increments, s t a r t i n g  from a s t a n d s t i l l  
on quant i ta t ive  quotas t o  a gradual abol i t ion of ex is t ing  quotas 
i n  t h e  1970s. 

-Off ic ia l  aid a t  a .7 percent of GNP ra ther  than the  .75 t a rge t  of 
t h e  Tinbergen Report; and a percentage of  GNP t h a t  i s  not only 
s i ~ i f i c a n t l y  lower than o f f i c i a l  aid flows fo r  a number of t he  
pas t  twenty years but one t h a t  is  now being met by z considerable 
number o f  developed nations. 

-An ingenious mix of  increased mult i la teral-bi la teral ism and increased 
partnership between donors and recipients ,  but not t he  rad ica l ,  
wholesale s h i r t  from b i l a t e r a l  t o  mul t i l a t e ra l  funding ca l led  f o r  
by many. 

-Loans with reduced terms ra ther  than the  massive grants of t h e  
I Marshall Plan. 

While conservat%ve in approach, t rying t o  accommodate the  p o l i t i c a l  
r e a l i t i e s  i n  the  r i ch  and poor countries, the  Report imaginatively presents 
a global  s t ra tegy  which would ewe  the  p o l i t i c a l  s t r a i n s  between the r i c h  
and poor, reduce the  r i sks  of  b i l a t e r a l  p o l i t i c a l  entanglements and ye t  
improve s ign i f i can t ly  the  administration of aid,  b i l a t e r a l  and mul t i la te ra l .  



The Commissioners can be said  t o  be r ad i ca l  only i n  t he  goal of 
world,progress i n  t h i s  century which they s e t .  The developed countries 
of t he  world have been prepared t o  make a subs tan t ia l  s t a r t  toward t h i s  
goal 'and t o  pay l i p  service  t o  the goal i t s e l f ,  under t h e  pressures of 
t h e  cold war and the des i r e  t o  a s s i s t  former colonies. As the  l a t t e r  have 
cooled, the developed countries increasingly need t o  face t he  question 
of  whether the  goal of world progress mer'its the  appropriations and pol icy 
changes required f o r  the pa t t e rn  of world progress which t he  Commissioners 
demonstrate i s  possible.  This i s  t he  key issue which confronts the Peterson 
Task Force and, ul t imately ,  President Nixon and Congress i n  t he  year ahead. 


