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UNITED STATFS 

INTERNATIONAL DEVELOPMENT COOPEPArlON AGENCY ImA WASHINGTON D C, 20523 

January 1981 

TO THE CONGRESS OF THE UNITED STATES: 

Th i s  i s  t h e  Annual Report on Development Coord inat ion r e p o r t i n g  on t h e  
events  o f  1980. It represents  t h e  cooperat ive  e f f o r t s  o f  t h e  t h i r t e e n  members 
o f  t h e  Development Coord ina t i on  Committee and i s  sent t o  Congress i n  
accordance wi t h  my s t a t u t o r y  mandate. 

Th i s  Report reviews t h e  economic performance and problems o f  T h i r d  World 
c o u n t r i e s  over  t h e  past yea r  and sumnarizes Uni ted Sta tes  a c t i o n s  a f f e c t i n g  
t h e i r  economic development. It a l s o  o u t l i n e s  t h e  economic needs o f  t h e  
deve lop ing na t i ons  and t h e  Uni ted Sta tes  a c t i v i t i e s  t h a t  respond t o  those 
needs, i n  t h e  con tex t  o f  t h e  imperat ives f o r  development cooperat ion over  t he  
next decade. 

Th i s  i s  t h e  l a s t  Report t h a t  I w i l l  submit t o  Congress i n  my c u r r e n t  
p o s i t i o n ,  and I want t o  underscore t h e  key judgments t h a t  r e s u l t  f r a n  my 
experience. 

F i r s t ,  development cooperat ion, i n v o l v i n g  much more than  j u s t  development 
ass i s tance  through loans and grants ,  i s  i n  t h e  c l e a r  n a t i o n a l  i n t e r e s t  o f  t h e  
Uni ted S t a t e s - - i n  economic, p o l i t i c a l ,  and s t r a t e g i c ,  as w e l l  as humani tar ian 
terms. Econanic b e n e f i t s  a r e  d i r e c t l y  measurable i n  increased Un i ted  Sta tes  
t rade  and jobs. P o l l t i c a l  and s t r a t e g i c  b e n e f i t s  a r e  l e s s  q u a n t i f i a b l e ,  but  
no l e s s  rea l .  A t  bottom, development cooperat ion must be t h e  key component o f  
long-term Un i ted  Sta tes  p o l i c i e s  toward t h e  T h i r d  World. Equ i tab le  economic 
development cannot guarantee a  s t a b l e  and peaceful world,  but  i t  i s  s u r e l y  a  
necessary precondi t ion .  I r r e s p e c t i v e  o f  long- term progress i n  development 
cooperat ion, i t  i s  a l s o  c e r t a i n  t h a t  new T h i r d  World p c l i t i c a l  c r isc :  
a f f e c t i n g  t h e  e n t i r e  g l o b e - - l i k e  those t h a t  r e c e n t l y  occur red i n  Afghanistan, 
I r a n ,  and Nicaragua--wi 11 emerge over  t h e  next decade. Development 
cooperat ion-- through a i d ,  t r ade ,  investment,  and o t h e r  means--wi 11 not check 
a l l  such explosions. But i t  w i l l  be f a r  more e f f e c t i v e  than any o t h e r  
means-- including m i l i t a r y  a i d - - i n  i nc reas ing  t h e  chances f o r  t he  Uni ted Sta tes  
t o  exe r t  i t s  l eade rsh ip  i n  p rano t i ng  a  peaceful  and prosper ing world. 

The people o f  t he  developing wor ld  look t o  the  Uni ted Sta tes  f o r  support  
as they work toward economic, p o l i t i c a l ,  and s o c i a l  goals s i m i l a r  t o  those we 
have set  f o r  ourselves. To the  e x t e n t  t h a t  support  i s  f o r t h c a n i  ng, t h e i r  
a b i l i t i e s  t o  undertake d i f f i c u l t  economic adjustments and b u i l d  democratic 
i n s t i t u t i o n s  w i l l  be enhanced. Equa l l y  impor tant ,  t h e  long-term g loba l  
problems of pr imary  concern t o  the  Uni ted Sta tes ,  such as p o l l u t i o n  and 
nuc lea r  p r o l i f e r a t i o n ,  a r e  suscep t i b le  o n l y  t o  i n t e r n a t i o n a l  so lu t i ons .  The 
Uni ted Sta tes  cannot i s o l a t e  i t s e l f  sa fe ly .  The w i l l i n g n e s s  o f  T h i r d  World 
coun t r i es  t o  work c o o p e r a t i v e l y  w i t h  us on these problems depends i n  l a r g e  
p a r t  on t h e i r  pe rcep t i on  o f  our  w i l l i n g n e s s  t o  work w i t h  them on issues o f  
t h e i r  pr imary  concern, t h e i r  development issues. 



Second, t h e  economic problems f a c i n g  T h i r d  Wor ld c o u n t r i e s  a r e  s e r i o u s  i n  
t h e  extreme. Hunger, p o p u l a t i o n  growth,  e n v i  r on~nen ta l  deg rada t i on ,  energy  
gaps, and f i n a n c i n g  needs have reached c r i s i s  p r o p o r t i o n s  i n  t h e  deve lop i ng  
wor ld .  

T h i r d ,  o v e r  t i m e  each o f  t h e s e  c r i s e s  can be  r e s o l v e d  o r  a t  l e a s t  
con ta ined .  S u f f i c i e n t  f o o d  can be grown, t r a n s p o r t e d ,  and d i s t r i b u t e d  t o  f e e d  
t h e  w o r l d ' s  hungry people. Rap id  p o p u l a t i o n  g rowth  can be ha1 ted .  N a t u r a l  
r esou rces  can  be p r o t e c t e d  and p o l l u t i o n  checked. Energy r esou rces  adequate  
t o  meet expanding demand and c o n s e r v a t i o n  t echn iques  necessary  t o  conserve  
energy  s u p p l i e s  can  he developed. F i n a n c i n g  can  he f ound  t o  h e l p  deve lop i ng  
c o u n t r i e s  make t h e  necessary ad jus tments .  I f  each o f  t h e s e  problems i s  
d i v i d e d  i n t o  i t s  component p a r t s  and d e a l t  w i t h  s e p a r a t e l y  and c o n s i s t e n t l y ,  
a1 1  o f  them can  be  handled s u c c e s s f u l l y  o v e r  t ime. 

Fou r t h ,  l l n i  t e d  S t a t e s  economic a s s i s t a n c e  can make i m p o r t a n t  
c o n t r i b u t i o n s  t o  t h e  s o l u t i o n  o f  key  development problems. To do so, o u r  
b i l a t e r a l  a t t e n t i o n  must be focused where t h e  U n i t e d  S t a t e s  has s t r o n g  
compa ra t i ve  a d v a n t a g e s - - p a r t i c u l a r l y  i n  f o o d  and a g r i c u l t u r e ,  energy,  f a m i l y  
p l ann ing ,  and p r i m a r y  h e a l t h  care. A t  t h e  same t ime ,  we must  a l s o  f i r m l y  
suppo r t  t h e  mu1 t i l a t e r a l  i n s t i t u t i o n s ,  p a r t i c u l a r l y  t l i e  Wor ld  Bank, t h e  
r e g i o n a l  development banks, t h e  l l n i  t e d  N a t i o n s  development  agencies,  and t h e  
I n t e r n a t i o n a l  " lnetary Fund. Together ,  t h e s e  b i  1  a t e r a l  and ~ n u l  t i 1  a t e r a l  
e f f o r t s  can  have enorrnous impac t  i n  p romot ing  i n t e r n a t i o n a l  development. 

F i f t h ,  an  o v e r a l l  U n i t e d  S t a t e s  development  s t r a t e g y  must s e t  p r i o r i t i e s  
i n  t h e  c o n t e x t  o f  p o l  i c i e s  conce rn i ng  i n t e r n a t i o n a l  t r a d e ,  i nves tnen t ,  and 
monetary a f f a i r s ,  as we1 1  as mu1 t i  1  a t e r a l  and b i l a t e r a l  ass i s t ance .  Tha t  
a s s i s t a n c e  i s  c r u c i a l ,  b u t  r e s i s t a n c e  t o  p r o t e c t i o n i s t  p ressu res  i n  t r a d e ,  
p romo t i on  o f  sound p r i v a t e  inves tment  i n  development c o u n t r i e s ,  and 
respons iveness  t o  t h e  f i n a n c i a l  concerns o f  t h o s e  c o u n t r i e s  a r e  no l e s s  
i ~ n p o r t d n t .  

S i x t h ,  a  word o f  c a u t i o n .  It i s  t emp t i ng  now, and may b e  i n c r e a s i n g l y  
t e m p t i n g  ove r  t h e  nex t  decade, t o  i g n o r e  t h e  l ong - t e rm  development i s s u e s  
r a i s e d  i n  t h i s  Repor t  i n  f a v o r  o f  t r y i n g  t o  reward c o u n t r i e s  t h a t  seem t o  be 
c u r r e n t  f r i e n d s ,  p a r t i c u l a r l y  f r i e n d s  i n  t h e  East-West con tex t .  Tha t  approach 
s i m p l y  w i l l  no t  work, as i s  amply demonstrated by t h e  h i s t o r y  o f  t h e  l a s t  two 
decades. There a r e  no q u i c k  f i x e s  i n  econornic development, and f e w  problems 
i n  t h e  development c o n t e x t  shoul d  be viewed p r  i m a r i  1 y t h r o u g h  t h e  East-West 
pr ism. Every  development c o u n t r y  wants t o  be, and shou ld  be, cons i de red  i n  
tern is  o f  i t s  own needs and i n t e r e s t s  i n  r e l a t i o n  t o  o u r  own, n o t  as p a r t  o f  
d i s t o r t i n g  East-West o r  Nor th -South  d icho tomies .  Those d i cho tom ies  c r e a t e  
dangerous d i s t o r t i o n s .  



F i n a l l y ,  deve lop i ng  c o u n t r i e s  now seek U n i t e d  S t a t e s  l e a d e r s h i p  on  t h e  
i s s u e s  rev iewed i n  t h i s  Report .  My d i s c u s s i o n s  w i t h  'Third Wor ld l e a d e r s  ove r  
t h e  p a s t  y e a r  conv i nce  me o f  t h a t  f a c t .  The o p p o r t u n i t y  now e x i s t s  t o  p u t  t h e  
U n i t e d  S t a t e s  i n  an unprecedented p o s i t i o n  o f  mutua l  c o n f i d e n c e  and r e s p e c t  
w i t h  'Third World na t i ons .  Reaching t h a t  p o s i t i o n  w i l l  r e q u i r e  t h a t  we 
s t r e n g t h e n  ou r  b i l a t e r a l  and r e g i o n a l  r e l a t i o n s h i p s  and c r e a t e  m u l t i l a t e r a l  
ar rangements and i n s t i t u t i o n s  r espons i ve  t o  T h i r d  b l o r l d  needs. We can do so 
by c o m m i t t i n g  o ~ r r s e l  ves t o  a  p o s i t i v e ,  c o l l a b o r a t i v e  d i  p l onacy  w i t h  t h e  T h i r d  
World. Tha t  d ip lomacy  must s t r i k e  a  ba lance  between s h o r t - t e n  t a c t i c a l  
r e q u i  r e n e n t s  and 1  o n g - t e n  development c o o p e r a t i  on. P ressu res  t o  mortgage t h e  
l a t t e r  t o  t h e  f o rme r  shou ld  be r e s i s t e d ,  f o r  development c o o p e r a t i o n  i s  
e s s e n t i a l  t o  i n u t u a l l y  b e n e f i c i a l  economic and p o l i t i c a l  r e l a t i o n s  between t h e  
U n i t e d  S t a t e s  and t h e  c o u n t r i e s  o f  t h e  T h i r d  World. 

No l e s s  i m p o r t a n t ,  t h e  i n d u s t r i a l  n a t i o n s  o f  t h e  West a l s o  l o o k  t o  t h e  
U n i t e d  S t a t e s  f o r  l e a d e r s h i p  i n  r e s o l v i n g  a  b road  range o f  i n t e r n a t i o n a l  
concerns.  They v i ew  o u r  p o s i t i o n s  on t h e  i s s u e s  r a i s e d  i n  t h i s  Repo r t  as  a  
benchmark o f  o u r  a b i l i t y  t o  p r o v i d e  t h a t  l eade rsh i p .  

The i s s u e  i s  no t  knowing what t o  d o - - i t  i s  whether  t h e  U n i t e d  S t a t e s  vri 11 
e x e r c i  se t h e  necessary  p o l i t i c a l  and economic l eade rsh i p .  Time i s  ou r  
s c a r c e s t  nonrenewable resource .  

I t  has been a  p r i v i l e g e  t o  se r ve  as D i r e c t o r  o f  t h e  I n t e r n a t i o n a l  
Development Coopera t i  on Agency and Chai m a n  o f  t h e  Development Coord i  n a t i o n  
Committee. 

C o r d i a l l y ,  

\ Thomas E h r l i c h  
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I. INTRODUCTION 

US Development Coope ra t i on  i n  1930 

Development c o o p e r a t i o n  tias o c c u r r e d  t h i s  y e a r  i n  a  
s e t t i n g  o f  i n t e r n a t i o n a l  econornic t u r b u l e n c e  dnd p o l i t i c a l  
v o l a t i l  i ty. B o t h  econan ic  and p o l i t i c a l  cond i  t i o n s  have i iade 
1993 a  tough  y e a r  f o r  i n t e r n a t i o n a l  development c o o p e r a t i o n  
e f f o r t s - - w i  tnessed  by t h e  d i  f f i c u l t y  t h e  U n i t e d  S t a t e s  has 
had i n  pass i ng  i t s  annual f o r e i g n  a s s i s t a n c e  l e g i s l a t i o n .  
Recent  even t s  have a l s o  shown, hovrever, t l i d t  g r e a t e r  
development c o o p e r a t i o n  i s  e s s e n t i a l  t o  t h e  economic 
we1 1 -be ing ,  s o c i a l  cohes ion ,  and n a t i o n a l  s e c u r i t y  o f  t h e  
U n i t e d  S t a t e s  as w e l l  as o t h e r  n d t i ~ n s .  

I n  t h e  course  o f  t h e  l a s t  y e a r ,  t h e  l l n i t e d  S t a t e s  has 
t a k e n  a  number o f  s t eps  t o  i n c r e a s e  t h e  e f f e c t i v e n e s s  o f  i t s  
b i l a t e r a l  a i d  program. The 'Jni t ed  S t a t e s  has a l s o  suppor ted  
i m p o r t a n t  new developments i n  t h e  Wor ld Bank and 
I n t e r n a t i o n a l  Monetary Fund t h a t  wi  11 enab le  t h e s e  
i n s t i t u t i o n s  t o  respond more e f f e c t i v e l y  t o  chang ing  w o r l d  
econornic c o n d i t i o n s  and has p a r t i c i p a t e d  i n  v a r i o u s  
i n t e r n a t i o n a l  e f f o r t s  t h a t  have served  t o  s e t  t h e  development  
agenda f o r  t h e  decade o f  t h e  1980s. 11 a d d i t i o n ,  t h e  r e l e a s e  
o f  seve ra l  IM j o r  r e p o r t s  on i n t c r n a t i  ona l  econani  c  
deve l  opment and reso l r rce  problems has p r o v i d e d  t h e  government 
a n  o p p o r t u n i t y  t o  assess t h e  g l o b a l  econo~n ic  s i t u a t i o n  a t  t h e  
c l o s e  o f  t h e  1970s and t o  e x p l o r e  o p t i o n s  f o r  t h e  f u t u r e .  

The chap te r s  o f  t h i s  i nteragency  r e p o r t  d e s c r i b e  i n  some 
d e t a i l  U n i t e d  S t a t e s  aeve lopnent  c o o p e r a t i o n  e f f o r t s  i n  1980. 
T h i s  i n t r o d u c t i o n  h i g h l i g h t s  t h e  ~ i l a j o r  even ts ,  i s s u e s ,  p o l i c y  
i n i t i d t i v e s ,  and accanp l i shments .  I t  a l s o  summarizes t h e  
ma in  x t i v i t i e s  of  t h e  f i r s t  f u l l  y e a r  o f  o p e r a t i o n  of t h e  US 
I n t e r n a t i o n a l  Development Coope ra t i on  Agency ( I D C A ) .  

The G loba l  S e t t i n g  

F o r  b o t h  deve loped and deve lop i ng  c o u n t r i e s ,  1980 was a  
y e a r  o f  s l o g  econo~n ic  gro\.rth, h i g h  i n f l a t i o n ,  and  n ia jo r  
e x t e r n a l  payments imbalances. A near  d o u b l i  rlg o f  o i l  p r i c e s  
i n  1979 was a c e n t r a l  f a c t o r  i n  t h i s  d e t e r i o r a t i n g  w o r l d  
economic s i t u a t i o n .  
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For  t h e  Un i ted  S ta tes  and o t h e r  i n d u s t r i a l  coun t r i es .  
economic growth d e c l i n e d  s i g n i f i c a n t l y  i n  t h e  wake o f  o i l  
p r i c e  i ncreases. The s l  uggi  sh economic performance o f  t h e  
i n d u s t r i a l  econmies  has, i n  t u r n ,  reduced demand f o r  
deve lop ing c o u n t r i e s '  exports.  Th i s  s l u g g i s h  perfonnance, 
a long w i t h  e f f o r t s  t o  f i g h t  i n f l a t i o n  by reduc ing  f e d e r a l  
spending, has i n e v i t a b l y  pressed a g a i n s t  increases i n  
development ass is tance.  

Most o f  the  non-o i l  deve lop ing c o u n t r i e s  weathered t h e  
f i r s t  o i l  shock o f  1973-74, i n  p a r t  by  heavy commercial 
borrowi  ng, b ~ ~ t  t hey  a r e  bad l y  p o s i t i o n e d  f o r  t h e  1980s. On 
average, non-o i l  deve lop ing c o u n t r i e s  now spend almost  h a l f  
t h e i r  expo r t  earn ings  on o i l  impor t s  and debt  s e r v i c i n g  
alone.  P r e l i m i n a r y  es t imates  o f  t h e i r  combined c u r r e n t  
account d e f i c i t  a r e  around $68 b i l l i o n  f o r  1980 (an i nc rease  
f r a n  $28 b i l l i o n  i n  1977, $36 b i l l i o n  i n  1978, and $55 
b i l l i o n  i n  1979). Net p r i v a t e  investment now covers  o n l y  a  
smal l  p o r t i o n  o f  t h e i r  f i n a n c i n g  needs. Fu r the r .  those 
c o ~ l n t r i e s  a b l e  t o  borrow from t h e  p r i v a t e  c a p i t a l  market have 
a l r e a d y  accumulated h i g h  l e v e l s  o f  debt ,  much o f  i t  due over 
t h e  next  few years. 

Poorer coun t r i es ,  which have had t o  r e l y  a lmost  
e x c l ~ ~ s i v e l y  on  o f f i c i a l  f i n a n c i a l  ass is tance,  c o n f r o n t  
i ncreasing c o n s t r a i n t s  on p u b l i c  expendi tures i n  donor 
c o u n t r i e s  a t  t h e  ve ry  t i m e  t h e i r  f i n a n c i n g  needs a r e  r i s i n g  
r a p i d l y .  One c r u c i a l  ques t i on  f o r  bo th  groups o f  deve lop ing 
c o u n t r i e s  i s  whether t hey  w i l l  be a b l e  t o  marshal s u f f i c i e n t  
f i nanci ng--concessional f o r  t h e  poorest ,  non-concessional f o r  
t h e  more advanced--to m a i n t a i n  reasonable growth i n  impor t s  
and p r o d u c t i o n  and c o n t i  nue progress toward t h e  a1 l e v i a t i o n  
o f  widespread pover ty .  

The Need t o  Ad jus t  

Faced w i t h  t h e  bas i c  changes t h a t  have occurred i n  t h e  
wor ld  economy, developed and developi  ng c o u n t r i e s  a1 i ke must 
a d j u s t  t h e i r  economies. I n  t h e  1960s and 1970s, many 
deve lop ing c o u n t r i e s  sought shor t - te rm balance o f  payments 
suppor t  t o  h e l p  i n  d i f f i c u l t  years  when impor ts  exceeded 
expor ts .  Now they  a r e  faced w i t h  t h e  need t o  a d j u s t  t o  major  
s t r u c t u r a l  changes i n  t h e  g loba l  economy. These ad justrnents 
iflust be s u b s t a n t i d l  i n  o rde r  t o  enable developed c o u n t r i e s  t o  
s u s t d i n  even  noder rate r a t e s  o f  g rowth  w i thou t  i n c u r r i n g  
s e r i o u s  payments i ~ n b a l  ances o r  unmanageable e x t e r n a l  debt. 



While ad justinents w i l l  vary f r a n  developing coun t ry  t o  
devel opi ng country,  g rea te r  s e l f  - su f  f i c i  ency i n energy and 
food, sens ib le  impor t  s u b s t i t u t i o n ,  and promot ion of expor ts  
must be t h e  main element o f  s t r u c t u r a l  adjustment programs. 
The process of major adjustments i n  pa t te rns  o f  investment,  
consumption, and t r a d e  w i l l  be as p o l i t i c a l l y  d i f f i c u l t  as i t  
w i l l  be long. 

Devel opment Cooperati on 

Given today 's  e c o n m i c  circumstances, i t  i s  no tab le  t h a t  
a  s t a r t  was made i n  1980 toward ir i iplementing t h e  agreements 
reached a t  t h e  M u l t i l a t e r a l  Trade Nego t ia t i ons  ( t h e  Tokyo 
Round)--rather than  t h e  p r o t e c t i o n i s t  r e t r e a t  t h a t  a1 1  t o o  
o f t e n  accompanies se r ious  recession.  Developi ng coun t r i es  
need cont inued access t o  markets if they a r e  t o  succeed i n  
making adjustments necessary t o  sus ta inab le  growth. Only i f  
they  con t i nue  t o  grow wi 11 developing c o u n t r i e s  remain t h e  
f a s t e s t  growing market f o r  US goods and services.  

Developing na t i ons  a l s o  need i ncreased f i n a n c i a l  
ass i s tance  t o  f a c i l i t a t e  the  d i f f i c u l t  task  o f  balance o f  
payments adjustment. The I n t e r n a t i o n a l  Monetary Fund has a  
c e n t r a l  r o l e  t o  p l a y  i n  p r o v i d i n g  temporary f i n a n c i n g  i n  
support  o f  adjustment. Recent p o l i c y  i n i t i a t i v e s  undertaken 
w i t h  US support have improved t h e  Fund's ahi  li t y  t o  respond 
t o  sho r t -  t o  medi u m t e n  balance o f  payments f i nanc ing  
needs. It w i l l  need a d d i t i o n a l  resources, however, t o  
cont inue p r o v i d i n g  adequate ass i  stance t o  c o u n t r i e s  prepared 
t o  make necessary adjustments. The scheduled quota increases 
which came i n t o  f o r c e  a t  t h e  end o f  1980, and new p lans f o r  
borrowing from var ious sources, a r e  e s s e n t i a l  t o  t h a t  end. 

I n  a d d i t i o n  t o  an increased r o l e  f o r  t h e  IMF, a  
sharpened focus by  deve lop ing and donor c o u n t r i e s  a l i k e  on 
t h e  food and energy sectors  cou ld  nuke an impor tant  
c o n t r i  b u t i  on t o  t h e  process o f  adjustment and t h e  promoti on 
o f  sus ta inab le  growth. An increase i n  food and a g r i c u l t u r a l  
p roduc t i on  cou ld  reverse t h e  c u r r e n t  t r e n d  o f  growi ng 
dependence on food impor t s  i n  deve lop ing c o u n t r i e s  and he1 p  
r a i s e  t h e  incomes o f  t h e  poor. Development o f  indigenous 
energy resources, and b e t t e r  management o f  e x i s t i n g  ones, 
c o u l d  stem t h e  r i s e  o f  deve lop ing c o u n t r i e s '  o i l  impor t  h i l l s  
and ease such eco log i ca l  dangers as excess i ve l y  r a p i d  
d e f o r e s t a t i o n  caused by g r e a t l y  i nc reas ing  use o f  fuelwood by 
t h e  T h i r d  World's r u r a l  poor. 



The Wor ld Bank (IBRD) and t h e  r e g i o n a l  developrnent 
banks f o r  Asia,  A f r i c a ,  and L a t i n  . h e r i c a  a l r e a d y  d i r e c t  
a lmos t  a  t h i r d  o f  t h e i r  l e n d i n g  t o  a g r i c u l t u r a l  and r u r a l  
development e f f o r t s .  P a r t i c i p a n t s  a t  t h e  1990 Ven ice  
Economic Sumnit asked t h e  Wor ld Bank t o  examine t h e  adequacy 
o f  e x i s t i n g  r esou rces  and mechanisms f o r  energy e f f o r t s  i n  
deve lop i ng  c o u n t r i e s  and t o  c o n s i d e r  means f o r  i n c r e a s i n g  t h e  
Wor ld  Bank 's  program i n  t h i s  a rea ,  i n c l u d i n g  t h e  p o s s i b l e  
es tab l i sh rnen t  o f  an  energy a f f i l i a t e  o r  f a c i l i t y .  I n  
a d d i t i o n ,  i n  Yay t h e  L,lorld Bank 's  Execu t i ve  Board approved a  
new s t r u c t u r a l  a d j r ~ s t ~ n e n t  l e n d i n g  program designed t o  
encourage i n d i v i d u a l  deve lop i ng  c o u n t r i e s  t o  unde r t ake  
necessary economic p o l i c y  measures t o  reduce  t h e i  r c u r r e n t  
account  d e f i c i t s  i n  t h e  medium-term t o  s u s t a i n a b l e  l e v e l s .  

As w i t h  t h e  IMF, however, t h e  l J o r l d  Bank needs 
a d d i t i o n a l  r esou rces  i f  i t  i s  t o  expand i t s  l e n d i n g  i n  t hese  
ways w i t h o u t  c u t t i n g  i n t o  o t h e r  v i t a l  a reas  o f  f i n a n c i n g .  It 
i s  e s s e n t i a l  , t h e r e f o r e ,  t h a t  Congress a u t h o r i z e  and 
a p p r o p r i a t e  t h e  US sha re  o f  t h e  s i x t h  r ep l en i shmen t  o f  t h e  
I n t e r n a t i o n a l  Development A s s o c i a t i o n  ( IDA) ,  t h e  " s o f t  l o a n  
wi ndow" o f  t h e  Wor ld Bank, which p r o v i d e s  development  
f i n a n c i n g  t o  t h e  w o r l d ' s  poo res t  c o u n t r i e s .  The U n i t e d  
S t a t e s  must a l s o  approve i t s  share  o f  t h e  genera l  c a p i t a l  
i n c r e a s e  f o r  t h e  w o r l d  Bank as  w e l l  as g i v e  s e r i o u s  a t t e n t i o n  
t o  d i s c u s s i o n s  now underway on  a d d i t i o n a l  means o f  expanding 
t h e  l e n d i n g  c a p a c i t y  o f  t h e  Rank. 

A l t hough  t h e  U n i t e d  S t a t e s  now p r o v i d e s  a  r i s i n g  p o r t i o n  
o f  i t s  development  a s s i s t a n c e  t o  t h e  ~ n u l  t i l a t e r a l  developrnent 
hanks, t h e  b i l a t e r a l  a i d  prograln rernains an e s s e n t i a l  
component o f  IJS economic r e l a t i o n s  w i t h  d e v e l o p i n g  c o u n t r i e s  
and a  v i t a l  i n s t r u m e n t  i n  h e l p i n g  c o u n t r i e s  ach ieve  
development  goa ls .  I n  1983 s t e p s  were t aken  t o  sharpen t h e  
f ocus  o f  US a i d  e f f o r t s  on t h e  p r i o r i t y  problems of  food  and 
energy  and on p o p u l a t i o n  grovrth, wh ich  i s  a  v i t a l  cowpanion 
i ssuc because o f  t h e  l o n g  tern1 p ressures  o f  h i g h  S i  r t h  r a t e s  
on  resources .  Steps were a l s o  t aken  t o  i n c r e a s e  t h e  
e f f e c t i v e n e s s  o f  t h e  b i l a t e r a l  program by f o c u s s i n g  more 
h e a v i l y  o n  c o u n t r i e s  wher? needs a r e  g r e a t e s t  and p r o s p e c t s  
f o r  r e a l  p r o g r e s s  a r e  h i g h e s t ,  and t o  ir i lprove t h e  e v a l u a t i o n  
o f  a i d  p r o j e c t s  and programs. 

111 q u a n t i t a t i v e  te rms,  however, o u r  a i d  performance 
c o n t i n u e s  t o  l ag .  A l t hough  t h e  I l n i t e d  S t a t e s  c o n t i n u e s  t o  
l e a d  i n d u s t r i a l i z e d  n a t i o n s  i g  t h e  t o t a l  anount  o f  a i d  
p rov i ded ,  i n  te rms of  d i d  as a  percen tage  o f  GMP t h e  U n i t e d  
S t a t e s  has s l i p p e d  t o  t h e  rank o f  1 5 t h  o u t  o f  1 7  i n d ~ ~ s t r i a l  



donor count r ies .  F i s c a l  Year 1980 econo~ni c ass i s tance  
programs were funded under a con t i nu ing  r e s o l u t i o n ,  which 
h e l d  fund ing f o r  most programs t o  t i le  same l e v e l s  as i n  1979. 
Another c o n t i  nui  ng r e s o l u t i o n  now governs fund ing f o r  1981. 
Taking account o f  i n f l a t i o n ,  t h i s  means t h a t  UT ass i s tance  
has d e c l i n e d  i n  , r e a l  terms. I t  a l s o  rneans t h a t  US arrearages 
f o r  i n t e r n a t i o n a l l y  nego t ia ted  c o n t r i b u t i o n s  t o  t h e  
1n11l t i  l a t e r a l  development banks have increased. 

The Growi ng Refugee Problem 

For  some coun t r i es ,  p o l i t i c a l  c o n f l i c t  o r  t he  f a i l u r e  t o  
develop ( o r  develop e q u i t a b l y )  has g i ven  r i s e  t o  growing 
ntlrnbers of erni g ran ts  and refugees. For o t h e r  coun t r i es ,  t h e  
f l o w  o f  refugees across t h e i r  borders has added an aweso:ne 
new dimension t o  an a l r ~ a d y  d i f f i c u l t  development process. 
T h i s  past  y e a r  has seen bo th  an i n t e n s i f i c a t i o n  o f  t h e  
re fugee proble!n and stepped up e f f o r t s  by t h e  i n t e r n a t i o n a l  
c o m ~ n ~ ~ n i t y  t o  deal  w i t h  immediate r e l i e f  problems and t h e  
1 onger tenn devel  opment problems r e f l e c t e d  i n and exacerbated 
by growing numbers o f  refugees. Thus, Development Issues 
i nc ludes ,  f o r  t h e  f i r s t  tirne, a separate s e c t i o n  on refugees 
I .  0. ) The refugee problem i s  one o f  a growing number o f  
g loba l  problems, t h a t  a r e  not  l i k e l y  t o  be solved hy n a t i o n a l  
a c t i o n s  a1 one. 

D e f i n i n g  t h e  Challenges o f  t he  E i g h t i e s  

I n  the  course o f  l a s t  year,  t h e  Uni ted S ta tes  reviewed a 
nunber o f  r e p o r t s  t l i sc t lss i  ng a vride a r ray  o f  g l o b a l  proble~ns, 
i nc lud ing  t h e  Brandt Commission Report (Report  o f  t he  
Independent Conimi s s i o n  on I n t e r n a t i o n a l  Development Issues),  
t ' le Report o f  t h e  P r e s i d e n t ' s  Commission on L lor ld  Hunger, and 
Global  2000, a US Govern~nent t ask  f o r c e  r e p o r t  on g loba l  
resources dnd t h e  envi  ranment. 

A c a l l  t o  e l i m i n a t e  widespread pove r t y  i s  a c e n t r a l  
r xanmenda t ion  o f  each o f  these spec ia l  repo r t s .  Each a l s o  
argues f o r  p u t t i n g  r e l a t i o n s  between developed c o u n t r i e s  o f  
t i l e  Nor th  and developing c o u n t r i e s  o f  t h e  Youth on a new 
f o o t i n g - - f o r  bu i  1 d i  ng r e l a t i o n s  on t h e  hasi  s of ~ n u t u a l i  t y  o f  
cotntnitqent and f o r  focussir lg toge the r  on key p r o b l e ~ ~ i s  of 
C ~ I ~ O I I  concern. 

The Flunger Commission Report found t h a t  t h e  p rob le~n  o f  
w o r l d  hunger i s  rlot l i l n i  t ed  t o  i n t e n n i  t t e n t  o r  l o c a l  i zed  
c r i s e s ;  r a t h e r ,  i t  i s  a m a t t e r  o f  c i l r on i c  u n d e r - n u t r i t i o n .  
The s o l u t i o n ,  i t  concludes, l i e s  i n  a t t a c k i n g  wor ld  pove r t y  
and i n  r a i s i n 9  t h e  i ncmies o f  poor people tt iroughout t he  



T h i r d  World. I n  t h e  Commission's words, "a n a t i o n ' s  
n u t r i t i o n a l  needs cannot be e f f e c t i v e l y  addressed i n 
i s o l a t i o n  from broader s o c i a l  and economic programs t h a t  
increase o v e r a l l  p r o d u c t i v i t y  and t h e  incomes o f  t h e  poor." 

The Brandt Comni s s i  on Report, w r i t  t e n  by  promi nent 
i n d i v i d u a l s  froin developed and developing coun t r i es ,  s t resses  
t h a t  i t  i s  i n  t h e  mutual i n t e r e s t  of r i c h  and poor na t i ons  
a l i k e  t o  ac t  c o o p e r a t i v e l y  and a f f i r m a t i v e l y  t o  a c c e l e r a t e  
Th i  r d  World development. The Brandt Cornmi s s i  on Report 
proposes a  f o u r  p a r t  Emergency Program f o r  t h e  f i r s t  f i v e  
years  o f  t h e  decade, i nclud ing:  an i n t e r n a t i o n a l  energy 
s t ra tegy ;  a  g loba l  food program; la rge-sca l  e  resource 
t r a n s f e r s ;  and a  s t a r t  on major  reforms i n  t h e  i n t e r n a t i o n a l  
economic system. The under l y i  ng theme o f  t h e  Brandt Report 
i s  t h a t  a1 1  nat ions c o n f r o n t  a  growing number o f  problems 
t h a t  cannot be solved by  na t i ona l  a c t i o n s  a lone  bu t  r e q u i r e  
g loba l  so lu t i ons .  

Global  2000 p rov ides  s t a r k  evidence o f  t h e  dangers 
f a c i n g  t h e  i n t e r n a t i o n a l  community and i d e n t i f e s  t h e  
r e s o l u t i o n  o f  T h i r d  World problems as a  c r i t i c a l  element i n  
c o n f r o n t i n g  s u c c e s s f u l l y  those dangers. World p o p u l a t i o n  
wi 11 increase by  50 percent  be fo re  t h e  end o f  t h i s  century ,  
r ~ i  t h  90 percent  o f  t h a t  growth i n  developing coun t r i es ,  
un less  concerted a c t i o n  i s  taken. As wor ld  p o p u l a t i o n  grows, 
increased demand w i  11 be placed on t h e  w o r l d ' s  resources and 
t h e  environnent.  Demands f o r  f r e s h  water, f o r  example, a r e  
expected t o  expand by 200 t o  300 percent  w i t h  t h e  g rea tes t  
increases i n  demand occu r r i ng  i n the  developing coun t r i es .  

The o v e r a l l  p i c t u r e  pa in ted by  t h e  Global  2000 Report i s  
one o f :  

-- an i nc reas ing  gap i n  income between t h e  r i c h e s t  and 
poorest  nat ions;  

- -  h ighe r  r e a l  p r i c e s  f o r  food and energy, and a  
degradat ion o f  a g r i c u l t u r a l  land, water,  f o r e s t s ,  and 
o t h e r  n a t u r a l  resources; 

- -  se r ious  env i  rormental  degradat ion,  i n c l  ud i  ng t h e  l o s s  
o f  40 percent  o f  t r o p i c a l  f o r e s t s ;  

-- an increased p o t e n t i a l  f o r  i n t e r n a t i o n a l  c o n f l i c t  
stemming f rom t h e  s c a r i  ty  o f  va r ious  resources. 



Secretary o f  S ta te  i h s k i e  s t ressed t h e  message o f  Global  
2000 i n  addressing a  spec ia l  UN session development l a s t  
@st. He anphasized t h e  need f o r  a l l  na t ions t o  v~ork  
toge the r  " t o  secure our common f u t u r e  on a  f r a g i l e  p l a n e t "  
and po in ted  out  t h a t  Global  2 0 s  i s  not  a  fo recas t  bu t  a  
p r o j e c t  i o n  o f  present  t rends.  The Secretary c a l  l e d  Global  
2000 a  " c h i l l i n g  reminder" t h a t  t h e  f u t u r e  o f  r i c k  and poor 
na t i ons  a l i k e  depends on canmn success i n  t h e  complex o f  
Nor t  h-South r e l a t i o n s .  

Secretarv Yuski e  o u t l i n e d  t h e  tasks  f o r  f o u r  rlrouos o f  
count r ies .  ~ e - c h a l  lenged t h e  i n d u s t r i a l i z e d  count r ies , '  
i n c l u d i n g  t h e  Uni ted States,  t o :  

- -  Reduce t h e i r  r a t e  o f  domestic i n f l a t i o n .  S p i r a l i n g  
p r i c e s  r e s t r a i n  growth and r ~ k e  t h e  wor ld  econany more 
vu lnerab le  and t h e  d i  s t r i b u t i o n  o f  weal th l e s s  f a i r .  

- -  Keep markets open, p a r t i c u l a r l y  t o  products  f r a n  
developing count r ies .  

-- Use energy more e f f i c i e n t l y ,  i ncrease domestic 
p roduc t i  on, spur  t h e  development o f  new energy sources, 
and c u t  r e l i a n c e  on imported o i l .  

-- Increase a i d  t o  t h e  developing na t i ons  d e s p i t e  t h e  need 
f o r  budget r e s t r a i n t  t o  c o n t r o l  i n f l a t i o n .  

- -  Continue t o  accept an increased r o l e  f o r  developing 
c o u n t r i e s  i n  i n t e r n a t i o n a l  economic deci  sion-maki ng -- a 
r o l e  canmensurate w i t h  t h e i r  growing i~npor tance  i n  t h e  
wor ld  economy and t h e i r  w i l l i n [ l ness  t o  share  
i n t e r n a t i o n a l  ob l i ga t i ons .  

- -  Increase t h e  c ~ p a c i  t y  o f  deve lop i  ng c o u n t r i e s  t o  app ly  
sc ience and technology f o r  development and a c c e l e r a t e  
t h e  t r a n s f e r  o f  i n fo rma t ion ,  technology,  p o l l u t i o n  
c o n t r o l  s t r a t e g i e s ,  and o the r  sk i  11s. 



Secretary  :.luski e  suggested t h a t  t h e  o i  1  e x p o r t i n g  
coun t r i es ,  g i ven  t h e  impact t h a t  o i l  p r i c e  increases have had 
on t h e  w o r l d  economy, have a  r e s p o n s i b i l i t y  t o :  

- -  Adopt s t a b l e  o i l  p r i c e  and supply p o l i c i e s  t o  avo id  
f u r t h e r  trauma t o  t h e  i n t e r n a t i o n a l  economy. 

-- Increase a i d  and r e c y c l e  more o f  t h e i r  surpluses 
d i  r e c t l y  t o  deve lop ing nat ions.  

- -  J o i n  w i t h  consuming na t i ons  i n  working f o r  r a t i o n a l  
g l  oba 1  energy a  rrangements. 

The Secre tary  acknowledged t h a t  ex te rna l  ass i s tance  
w i l l  always be a  secondary f a c t o r  i n  t h e  promot ion o f  
development and t h e  ~nanageriient o f  economic problems because 
t h e  rnajor d e t e n ~ ~ i n a n t s  o f  development i n developi  ng coun t r i es  
a r e  i n t e r n a l  - -  t h e  a b i l i t y  t o  use resources e f f e c t i v e l y ,  t o  
encourage innova t ion ,  and t o  share b road ly  t h e  b e n e f i t s  o f  
growth. He went on t o  l i s t  r e s p c n s i h i l i  t i e s  t h a t  t he  
deve lop ing c o u n t r i e s  must shoulder:  

- - 'Jse domestic and ex te rna l  resources e f f i c i e n t l y  and 
f a i r l y ,  w i t h  concen t ra t i on  on such p r i o r i t y  areas as  
energy and food. 

- -  I n t e n s i f y  farni l  y  p lann ing e f f o r t s ;  popu la t i on  growth 
docs more t o  th rea ten  t h e i r  f u t u r e  than any o t h e r  
s i n g l e  fac to r .  N i  ne-tenths o f  t l i c  wor ld ' s  popu la t i on  
increase i n  the  next 20 years ~i 11 be i n  developing 
count r ies .  

--  Accept more r e s p o n s i b i l i t y ,  on a  count ry -by-count ry  
bas is ,  f o r  t h e  comrnon management o f  i n t e r n a t i o n a l  
economic and resource proble~ns. 

- -  Open t h e i r  own economies t o  f r e e  f lows o f  wor ld  t r a d e  
as  devel  opment proceeds. 

The Secre tary  a l s o  urged c e n t r a l l y  p lanned c o u n t r i e s  t o :  

-- Increase t h e i r  ass is tance t o  developing count r ies .  

- - Increase t h e i r  uncond i t ioned purchdses o f  LDC 
products.  

- -  Cooperate i n  i n t e r n a t i o n a l  e f f o r t s  t o  s t a h i  li ze 
cam~~iodi t y  markets. 



S e c r e t a r y  Muski e  concludec! t h a t  accep tance  o f  t hese  
shared r e s p o n s i b i l i t i e s  must form t h e  b a s i s  on wh ich  t h e  
w o r l d  can move f o rwa rd  t owa rd  meet i  ng t h e  c h a l l e n g e  o f  t h e  
e i g h t i e s .  

The l l r l  Spec ia l  Sess ion  on Development d i s cussed  b u t  
f a i l e d  t o  ag ree  on a  round o f  " g l o b a l  n e g o t i a t i o n s "  t o  be 
launched e a r l y  i n  1981. I f  agreed t o ,  t h e s e  n e g o t i a t i o r i s  
wou ld  address  a  w ide  range o f  i n t e r n a t i o n a l  economic i s s u e s  
and c o u l d  o f f e r  one --  t h o u ~ h  no t  t h e  o n l y  - -  o p p o r t u n i t y  
f o r  making c o n c r e t e  p rogress  on p r i o r i t y  problems o f  common 
concern.  So t oo ,  w i l l  a  number o f  o t h e r  i n t e r n a t i o n a l  
meet ings  scheduled f o r  1981, i n c l u d i  ng t h e  Ottawa Sunlmi t i n  
June, a  September UN Conference on Leas t  Developed Coun t r i es ,  
a n  August UN Conference on New and Renewable Energy 
Resources, and perhaps a  summit mee t i ng  o f  heads o f  s t a t e  o f  
abou t  25 developed and deve lop i ng  c o u n t r i e s  ( r e f e r r e d  t o  as  
t h e  "Nor th -South  summit" and f i r s t  proposed i n  t h e  Rrandt  
Canmiss ion Repor t ) .  The o p p o r t u n i t y  f o r  c o l l e c t i v e  problem 
s o l v i n g  t h a t  these  i n t e r n a t i o n a l  meet ings  o f f e r  can he 
r e a l i z e d  o n l y  i f  c o r r n t r i e s  ag ree  t o  commit themselves t o  
s i g n i f i c a n t  a c t i o n  on an agenda o f  p r i o r i t y  i ssues .  Though 
developed and deve lop i ng  c o u n t r i e s  d i s a g r e e  on a  number o f  
p o i n t s ,  G loba l  2000, t h e  B rand t  Commission Repo r t  ,and t h e  
Hunger Commission Repor t ,  a s  w e l l  a s  p r e p a r a t o r y  t a l k s  on 
G loba l  N e g o t i a t i o n s ,  a l l  suggest  t h a t  t h e  i n t e r n a t i o n a l  
canmun i ty  may be moving t owa rd  g r e a t e r  consensus on  some key  
i s sues .  

The U n i t e d  S t a t e s  cannot  a l o n e  ach ieve  success i n  t h e s e  
e f f o r t s .  Nor can i t  a f f o r d  t o  n e g l e c t  t h e  long- te rm,  g l o b a l  
problems t h a t  a f f e c t  o u r  p o l i t i c a l ,  economic, and s o c i a l  
we l l - be i ng .  But t h e  s t r o n g e s t  and r i c h e s t  n a t i o n  i n  t h e  
w o r l d ,  t h e  U n i t e d  S t a t e s  can  p r o v i d e  l e a d e r s h i p  o n  g l o b a l  
problems. The q u a l i t y  o f  i t s  l e a d e r s h i p  and t h e  c l a r i t y  o f  
i t s  p o l i c i e s  w i l l  do much t o  shape t h e  s t r u c t u r e  o f  t h e  
i n t e r n a t i o n a l  s o c i e t y  t h a t  i s  passed on t o  f u t u r e  
gene ra t i ons .  

The I n t e r n a t i o n a l  Development Coope ra t i on  Agency 

To ensure  more e f f e c t i v e  US i n t e r n a t i o n a l  development 
p o l  i c i  es P r e s i d e n t  C a r t e r  proposed, a  nd t h e  Congress 
approved,  t h e  c r e a t i o n  o f  t h e  I n t e r n a t i o n a l  Developrnent 
Coope ra t i on  Agency (IDCA). IDCA p repa res  and p r e s e n t s  t o  t h e  
P r e s i d e n t ,  Congress, and t h e  p u b l i c  a  development a s s i s t a n c e  
budget  i n t e g r a t i n g  t h e  b i l a t e r a l  and m u l t i l a t e r a l  f o r e i g n  



ass i s tance  funds prov ided by t h e  Un i ted  States. IDCA i s  
respons ib le  f o r  development p o l i c y  guidance t o  these 
programs. The IDCA Di  r e c t o r  chai  r s  t h e  Devel opment 
Coord ina t i on  Committee, t h e  in teragency group respons ib le  f o r  
coo rd i  n a t i  ng development p o l i  c i  es and programs wi t h  r e l a t e d  
non-development concerns. I n  a d d i t i o n ,  IDCA i s respons ib le  
f o r  ensur ing t h a t  development goa ls  a r e  taken f u l l y  i n t o  
account i n  Execut ive  Branch decis ion-making on i n t e r n a t i o n a l  
fi nance, i nvest~nent , t rade ,  techno1 ogy, and o t h e r  p o l i c y  
i ssues  a f f e c t i n g  developing count r ies .  

I n  prepar ing t h e  f i r s t  two comprehensive US development 
ass i s tance  budgets, IDCA has emphasized food, f a m i l y  
p lann ing,  and pr imary  h e a l t h  care,  and energy. The 
Mu1 t i  1 a t e r a l  Development Banks have been encouraged t o  
increase t h e i r  ass i s tance  i n  these t h r e e  areas. Th i s  
emphasis r e f l e c t s  t h e  US view t h a t  t h e  most press ing 
development issues f o r  t h e  1980s are:  adjustments t o  
changing wor ld  economic cond i t i ons ,  i nc lud i  ng t h e  h ighe r  c o s t  
o f  energy and t h e  payments imbalance consequently engendered; 
t h e  e l i  mi n a t i o n  o f  hunger, p r i m a r i  l y  through i ncreased food  
p roduc t i on  i n  developing count r ies ;  increased energy 
p roduc t i on  i n  developing coun t r i es ;  a  s i g n i f i c a n t  r e d u c t i o n  
i n t h e  popu la t i on  growth ra te ;  and a  concern f o r  p rese rva t i on  
o f  t h e  g loba l  envi  rorment and resource base. 

IDCA has es tab l i shed  a  budget rev iew  process t o  ensure 
t h a t  scarce development resources a r e  used as e f f e c t i v e l y  as  
poss ib le .  Increased emphasis has been g i ven  i n  t h e  Agency 
f o r  I n t e r n a t i o n a l  Development's (AID 'S)  coun t ry  reviews t o  
each r e c i p i e n t  c o u n t r y ' s  o v e r a l l  p o l i c y  s e t t i n g  and t h e  f u l l  
range o f  ins t ruments  a v a i l a b l e  t o  meet i t s  ex te rna l  resource 
needs--trade, p r i v a t e  investment,  and f i nance  as w e l l  as a id .  
P a r t i c u l a r  e f f o r t s  a r e  be ing made t o  i n t e g r a t e  food a i d  
(PL-480) ass is tance more f u l  l y  i n t o  t h e  t o t a l  US development 
program. 

To ensure c o o r d i n a t i o n  o f  AID a c t i v i t i e s  w i t h  those o f  
t h e  M u l t i l a t e r a l  Development Ranks, IDCA ( w i t h  AID, Sta te ,  
and Treasury) has es tab l i shed  an " e a r l y  warning system" f o r  
proposed MDB loans. Under t h i s  system, IDCA has begun 
r e g u l a r  reviews o f  p o t e n t i a l  loans t o  f i f t e e n  major  
developing coun t ry  borrowers and i n f o n s  AID miss ions ( o r  US 
embassies where t h e r e  i s  no AID m iss ion )  o f  t h e  proposals. 



T h i s  process enables t h e  miss ions (and embassies) t o  spot  and 
r e p o r t  on p o t e n t i a l  problems and p rov ide  c o n s t r u c t i v e  
suggest ions on p r o j e c t  development whi 1  e  p lann ing  f o r  
p r o j e c t s  i s  s t i l l  i n  t h e  e a r l y  stages. The system a l s o  
a s s i s t s  AID i n  p lann ing i t s  coun t ry  programs more e f f e c t i v e l y  
th rough improved coord i  n a t i o n  o f  AID and MDB a c t i v i t i e s .  

The Peace Corps, w h i l e  not  formal l y  i ncorporated w i t h i n  
IDCA, cooperates c l o s e l y  w i t h  IDCA i n  t h e  US f o r e i g n  
ass i s tance  e f f o r t .  Peace Corps' c o l l a b o r a t i v e  e f f o r t s  w i t h  
AID have been expanding, i nc lud i  ng new e f f o r t s  launched i n 
energy conservat ion ,  a l t e r n a t i v e  energy techno log ies ,  and i n 
f o r e s t r y  development and conservat ion.  Peace Corps a l s o  
c o l l a b o r a t e s  w i t h  t h e  m u l t i l a t e r a l  development banks, VN 
organ izat ions,  and p r i v a t e  vo lun ta ry  organ izat ions.  

Recogniz ing t h e  need and p o t e n t i a l  f o r  p r i v a t e  s e c t o r  
i nvolvement i n  'JS development e f f o r t s ,  IDCA e s t a b l i  shed t h e  
Trade and Development Program (TDP) as a  separate u n i t  w i t h i n  
IDCA i n  J u l y  1980. TDP i s  an outgrowth o f  t h e  AID 
Reimbursable Development Program. It funds pre- investment 
s tud ies  b y  US f i r m s  i n  va r ious  areas such as energy. TDP 
a l s o  promotes involvement o f  a  range o f  US agencies i n  
development p r o j e c t s  on a  reimbursable basis. TDP's goa ls  
a r e  t o  promote development, p a r t i c u l a r l y  i n  t h e  more advanced 
deve lop ing coun t r i es ,  t o  i nc rease  p r i v a t e  sec to r  involvement 
i n  t h e  development process, and t o  expand US exports.  I n  
t h i s  way, TDP comple~nents t h e  Overseas P r i v a t e  Investment 
Corpora t ion  (OPIC), another  IDCA component, which operates  as 
a  s e l f - s u s t a i n i n g  government c o r p o r a t i o n  t o  p rov ide  p o l i  t i c a l  
r i s k  insurance, loans, and l oan  guaran t i es  f o r  US p r i v a t e  
i nvestors  i n  developing coun t r i es .  

I n  a d d i t i o n ,  IDCA and AID have noved t h i s  yea r  t o  
enhance, wi t h i n  ex i  s t i n g  o rgan iza t i ona l  s t ruc tu res ,  t h e  
e f fec t i veness  w i t h  which US science and techno logy i s  a p p l i e d  
t o  t h e  prohlems o f  deve lop ing count r ies .  A Science Adv isor  
t o  t h e  AID A d m i n i s t r a t o r  and IDCA D i r e c t o r  has been 
appointed. The Adv isor  w i l l  h e l p  t o  s t rengthen t h e  r o l e  o f  
science and techno logy throughout  a l l  aspects  o f  t h e  US 
b i l a t e r a l  and m u l t i l a t e r a l  ass is tance,  a d v i s e  on p o l i c i e s  
r e l a t e d  t o  sc ience and technology,  m a i n t a i n  l i a i s o n  w i t h  
s c i e n t i f i c  communi t i e s  i n  t h e  Un i ted  Sta tes  and developing 
coun t r i es ,  and encourage US agencies t o  make t h e i r  research 
and development a c t i v i t i e s  more r e l e v a n t  t o  deve lop ing 
c o u n t r i e s '  needs. 



These s teps  i n  development ass i s tance  and i n  o t h e r  areas 
o f  North-South p o l i c y  should c o n t r i b u t e  t o  strengthened US 
r e l a t i o n s  w i t h  t h e  T h i r d  World. That  s e t  o f  r e l a t i o n s  i s  
c e n t r a l  t o  t h e  na t i ona l  s e c u r i t y  i n t e r e s t s  o f  t h e  Un i ted  
S ta tes  and t o  t h e  search f o r  s o l u t i o n s  t o  a  number o f  g l o b a l  
economic problems i nc lud i  ng those  o f  i n f l a t i o n ,  energy, food, 
and rencwed ccorlomi c  growth. 



11.. DEVELOPING COUNTRIES I N  THE WORLD ECONOMY 

1I.A. DEVELOPMENT I N  1980 - A  YEAR OF ADJUSTMENT 

The Impact o f  O i l  P r i c e  Increases 

For  o i  1  impor t i ng  coun t r i es ,  developed and developing . 
1980 was a  y e a r  o f  s low economic growth, h i g h  i n f l a t i o n ,  and 
l a r g e  balance o f  payments d e f i c i t s .  The canmon f a c t o r  i n  
each case was t h e  dramat ic  increase i n  t h e  p r i c e  o f  o i l  over  
t h e  l a s t  two years.  Th i s  i nc rease  has s i g n i f i c a n t l y  a l t e r e d  
t h e  economic envi  ron~nent and has made t h e  achievement o f  
economic growth and s o c i a l  advance by t h e  o i l - i m p o r t i n g  
deve lop ing w o r l d  f a r  more d i f f i c u l t .  I t  has a l s o  increased 
t h e  urgency o f  unde r tak ing  major  economic p o l i c y  re forms and 
adjustments designed t o  adapt t h e  economies o f  these 
c o u n t r i e s  t o  new economic cond i t i ons .  T h i s  process o f  
adjustment was begun i n  1980, and w i l l  be an impor tant  
development i ssue  i n  coming years. 

The average p r i c e  o f  OPEC o i l  increased f rom $14 a  b a r r e l  
a t  t h e  end o f  1978 t o  an average o f  $34 a  b a r r e l  i n  t h e  l a s t  
q u a r t e r  o f  1980. Desp i te  a  s l i g h t  r e d u c t i o n  i n  t h e  ac tua l  
volume o f  o i l  impor ts  by  t h e  non -o i l  e x p o r t i n g  deve lop ing 
c o u n t r i e s , l /  t h e i r  ne t  o i l  impor t  b i l l  increased by $35 
b i l l  i o n  beTween 1978 and 1980, reach ing  a  l e v e l  o f  $67 
b i l l i o n .  I n  c o n t r a s t ,  t h e i r  1973 o i l  impor t  b i l l  was o n l y  $7 
b i l l i o n .  

1 / - 
Country ca tego r ies  a re  those  used by t h e  IMF. O i l - e x p o r t i n g  
c o u n t r i e s  a re  def ined as those whose ( n e t )  o i l  expo r t s  ( a )  
a r e  a t  l e a s t  t w o - t h i r d s  o f  t h e  c o u n t r y ' s  t o t a l  expor ts ,  and 
( b )  a r e  a t  l e a s t  100 m i l l i o n  b a r r e l s  a  year,  i.e. I r a q ,  
Kuwait, Qa ta r ,  Saudi Arabia,  t h e  U n i t e d  Arab Emirates,  
N i g e r i a ,  A l g e r i a ,  and Indonesia.  Thus t h e  ca tegory  "non -o i l  
e x p o r t i n g "  a c t u a l l y  i n c l u d e s  12 deve lop ing c o u n t r i e s  t h a t  do 
expo r t  some o i l  , b u t  l a r g e l y  comprises t h e  m a j o r i t y  o f  
deve lop ing count r ies .  



There has been a  corresponding and almost equal 
d e t e r i o r a t i o n  i n  t h e  balance o f  payments p o s i t i o n  o f  t he  
developing world. I n  1978, t h e  c u r r e n t  account d e f i c i t  o f  
these  countries stood a t  $36 b i l l i o n .  The es t imated d e f i c i t  
f o r  1980 i s  $68 b i l l i o n  (almost i d e n t i c a l  t o  t h e i r  o i l  impor t  
b i l l ) .  The i n d u s t r i a l  c o u n t r i e s  a t  t h e  same t ime a r e  
expected t o  exper ience a  c u r r e n t  account d e f i c i t  on t h e  o rde r  
o f  $50 b i l l i o n  i n  1980, compared w i t h  a  c u r r e n t  account 
surp lus  o f  $33 b i l l i o n  i n  1978. The o i l - e x p o r t i n g  coun t r i es  
a r e  expected t o  have a  c u r r e n t  account su rp lus  o f  around $115 
b i l l i o n ,  which aga in  has r a i s e d  t h e  i ssue  o f  t h e  e f f e c t i v e  
r e c y c l i n g  o f  p a r t  o f  these surp luses t o  t h e  deve lop ing 
coun t r i es .  (See s e c t i o n  I I.C. on I n t e r n a t i o n a l  Finance. ) 

Increased r a t e s  o f  i n f l a t i o n  have a l s o  accompanied t h e  
increase i n  o i l  p r ices .  For  t h e  i n d u s t r i a l  c o u n t r i e s  as a  
group, t h e  r a t e  o f  i n f l a t i o n 2 1  rose  from 7% i n  1978 t o  c l o s e  
t o  12% i n  1980 d e s p i t e  e x t r e i e l y  slow economic growth. For 
t h e  Un i ted  Sta tes ,  t h e  change i n  consumer p r i c e s  was even 
g rea te r ,  i nc reas ing  f rom 7.7% i n  1978 t o  13.7% i n  1980. The 
r a t e  o f  i n f l a t i o n  i n  t h e  non -o i l  developing wor ld  has 
s i m i l a r l y  increased f rom l e s s  than  24% i n  1978 t o  c l o s e  t o  
30% i n  1980. T h i s  reversed a  r a t h e r  s i g n i f i c a n t  r e d u c t i o n  i n  
t h e  p r e v a i l i n g  r a t e  o f  i n f l a t i o n  du r ing  t h e  immediately 
preced i  ng years. 

The increased p r i c e  o f  o i l  amounts t o  a  l o s s  i n  r e a l  
income i n  a1 1  o i l  impor t i ng  count r ies ,  developed and 
developing,  as more danes t i c  resources a r e  needed t o  pay f o r  
t h e  same volume o f  o i l  imports.  Although ex te rna l  borrowing 
o r  use o f  f o re ign  exchange reserves can spread t h e  e f f e c t  
ove r  t ime, t h e  o i l  impor t i ng  c o u n t r i e s  w i l l  e v e n t u a l l y  absorb 
t h e  1  oss. 'The impact has a1 ready been r e f l e c t e d ;  economic 
growth among t h e  i n d u s t r i a l  coun t r i es  dec l i ned  

2 1  Increases i n  weighted average o f  GNP de f l a to rs .  - 



s i g n i f i c a n t l y  a f t e r  the  1979 o i l  p r i c e  increases a f t e r  having 
recovered s t r o n g l y  i n  1976-1978 f r a n  t h e  1974 o i l  p r i c e  
increases. The OECD c o u n t r i e s '  r e a l  growth r a t e  slowed f r a n  
4.9% i n  1978 t o  3.4% i n  1979 and t o  on ly  1% i n  1980. 'The 
downt~ l rn  i n  the United States was p a r t i c u l a r l y  severe. US 
economic growth was on ly  2.3% i n  1979 and a negat ive 1% i n  
1980 (as compared t o  4.4% i n  1978), wh i le  unemployment rose 
f r a n  an average r a t e  o f  5.8% i n  1979 t o  7.6% i n  October 
1980. 

I n  response t o  abnormally h igh  i n f l a t i o n  ra tes,  most 
i n d u s t r i a l  coun t r ies  have i n s t i t u t e d  and maintained t i g h t  
monetary and f i s c a l  p o l i c i e s ,  desp i te  the  ex is tence o f  slow 
economic growth and h i g h  unemployment. These p o l i c i e s ,  which 
a r e  expected t o  be maintained over t h e  foreseeable future,  
h o l d  l i t t l e  promise f o r  a r a p i d  r e t u r n  t o  s t rong OECD growth 
performance. I t  has been est imated t h a t  OECD growth w i l l  
average on ly  2.5% over the  1980-1985 per iod. 

For t h e  non-oi l  developing count r ies ,  t h e  slow growth i n  
t h e  i n d u s t r i a l  coun t r ies  has reduced t h e  demand f o r  t h e i r  
expor ts  and reduced t h e i r  economic growth prospects. The 
growth i n  the  volume o f  OECD imports from a l l  sources, f o r  
example, f e l l  from a r a t e  o f  8.5 percent i n  1979 t o  on ly  1.5 
percent i n  1980. The slow growth o f  the  US economy produced 
an estimated dec l ine  o f  2.5 percent i n  t h e  volume o f  US 
impor ts  f ran  t h e  developing count r ies  i n  1980. 

These f a c t o r s  have had a det r imenta l  impact on t h e  
economic performance o f  the  non-o i l  developing countr ies.  
Growth i n  these coun t r ies  i n  1980 i s  not expected t o  exceed 
4.7%. Th is  i s  a s l i g h t  improvement over t h e  r a t e  achieved i n  
1979, but  i s  be1 ow t h e  5% average achieved i n  t h e  1976-1978 
per iod  and i s  we l l  shor t  o f  the  6% average f o r  t h e  1967-1972 
p r e - o i l  p r i c e  increase period. With a 1980 per  c a p i t a  growth 
o f  l i t t l e  more than 2%, t h i s  performance i s  f a r  from 
sa t i s fac to ry .  More r a p i d  economic growth w i l l  he necessary 
t o  achieve a s i g n i f i c a n t  improvement, dur ing t h e  1980s, i n  
t h e  wel l -be ing o f  those l i v i n g  i n  the  non-oi l  developing 
countr ies.  



These f i g u r e s  o n  average per formance i n  n o n - o i l  
deve l  op i ng  c o u n t r i e s  mask narked  d i f f e r e n c e s  between 
i n d i v i d u a l  deve lop i ng  c o u n t r i e s  n o t  o n l y  i n  t h e i r  p a s t  and 
c u r r e n t  economic p e r f o n a n c e ,  b u t  a l s o  i n  t h e  impact  o f  
e x t e r n a l  f a c t o r s  on t h e i r  economies and t h e  n a t u r e  o f  t h e  
ad jus tmen t  process t h a t  w i l l  be needed. l Jh i l  e  t h e  econol~ i ies 
o f  t h e  low- incane c o u n t r i e s  have been a f f e c t e d  by o i l  p r i c e  
i nc reases ,  t h e  impact  has n o t  been as g r e a t  as i n  t h e  case of 
t h e  m i d d l e - i  ncome d e v e l o p i n g  c o u n t r i e s .  

The economic per fo rmance o f  t h e  1  ow- i ncome deve l  o p i  ng 
c o u n t r i e s  depends h e a v i l y  on  t h e i r  a g r i c u l t d r a l  p roduc t i on .  
gesp i  t e  h i g h e r  o i  1  p r i c e s  and recess i on ,  average economic 
g row th  i n  t hese  c o u n t r i e s  appears t o  have improved 
s i g n i f i c a n t l y  i n  1980 o v e r  t h e  d isma l  r e c o r d  o f  1979, which 
i n c l u d e d  n e g a t i v e  p e r  c a p i t a  growth. The expected 1980 r a t e  
o f  g rowth  i s  c l o s e  t o  4 pe r cen t ,  o r  app rox ima te l y  1.5 p e r c e n t  
i n  p e r  c a p i t a  terms. 3y  compar ison,  t h e  average f o r  t h e s e  
c o u n t r i e s  o v e r  t h e  1970s was s l i g h t l y  l e s s  t h a n  1%. T h i s  
s t r o n g e r  per formance i n  1980 i s ,  however, w e l l  be low t l i c  
average f o r  a1 1  deve lop i ng  c o u n t r i e s  and r e s u l t s  i n  l a r g e  
p a r t  f r om  bumper h a r v e s t s  i n  Bangladesh and I n d i a .  F o r  t h e  
2 5  sub-Saharan A f r i c a n  c o u n t r i e s ,  among t h e  p o o r e s t  and t h e  
s l owes t  g row ing  deve lop i ng  c o u n t r i e s ,  c r o p  f a i l u r e s  c r e a t e d  
by  t h e  c u r r e n t  d r o u g h t  have s e v e r e l y  c u r t a i l e d  t h e i r  a1 ready  
poo r  economic per formance.  

The genera l  economic per fo rmance o f  m idd le - income 
c o u n t r i e s  i n  c o n t r a s t  has been n o r e  d i r e c t l y  a f f e c t e d  by t h e  
o i l  p r i c e  i n c r e a s e  and t h e  g l o b a l  r e c e s s i o n  because o f  t h e i r  
f a r  g r e a t e r  use o f  commercial energy  and h e a v i e r  i n v o l  vement 
i n  t h e  i n t e r n a t i o n a l  economy. These m i d d l e - i  n c m e  c o u n t r i e s  
depend on expanding manufactured e x p o r t s  t o  ea rn  f o r e i g n  
exchange t o  purchase  o i l  and o t h e r  i m p o r t s  and t o  s e r v i c e  
t h e i r  r a p i d l y  i n c r e a s i n g  e x t e r n a l  deb t .  

$31 b i l l i o n  o f  t h e  t o t a l  i n c r e a s e  o f  $35 b i l l i o n  i n  t h e  
d e v e l o p i n g  c o u n t r i e s '  o i l  i m p o r t  b i l l  between 1978 and 1980, 
came from what were t h e n  midd le - income c o u n t r i e s .  



The Process  o f  Ad jus tment  

O i  1  i m p o r t i n g  c o u n t r i e s ,  whether  l ow -o r  middle- income, 
w i l l  r e q u i r e  g r e a t e r  e x p o r t  ea rn i ngs ,  reduced impo r t s ,  and 
a d d i t i o n a l  e x t e r n a l  f i n a n c i n g  t o  pay f o r  t h e  i nc reased  c o s t  
o f  o i l .  To ach ieve  t h e s e  changes, t h e  c o u n t r y  must unde r t ake  
d i f f i c u l t  dornest ic  macroeconomic p o l  i c y  r e f o rms  t o  promote 
r e l a t i v e  p r i c e  s t a b i l i t y  and m a i n t a i n  r e a l i s t i c  f o r e i g n  
exchange r a t e s ,  wh ich  w i l l  f a c i l  i t a t e  expans ion  o f  e x p o r t s  
and r e d u c t i o n  o f  impor ts .  On t h e  supp l y  s i de ,  s i n c e  most 
e x t e r n a l  f i n a n c i a l  suppo r t  must 3e r e p a i d  o u t  o f  f u t u r e  
f o r i e g n  exchange r e c e i p t s ,  a d d i t i o n a l  f i n a n c i n g  shou ld  f u n d  
d i r e c t l y  p r o d u c t i v e  i nves tmen t  p r o j e c t s  t o  a s s i s t  o r  
encourage p o l i c y  r e f o r m  and i nc reases  i n  a  c o u n t r y ' s  
p r o d u c t i v e  c a p a c i t y ,  p a r t i c u l a r l y  f o r  expo r t .  P o l i c y  r e f o rm  
c e n t e r i n g  around t h e  encouragement o f  a p p r o p r i a t e  marke t  
i n c e n t i v e s  f o r  e f f i c i e n t  r e s o u r c e  a1 l o c a t i o n  i s  e s e n t i a l  . An 
e s s e n t i a l  e lement  i n  such i ~ c e n t i v e s  i s  an i n c r e a s e  i n  
domest i c  energy  p r i c e s  t o  r e f l e c t  t h e  r e a l  c o s t s  o f  energy 
and t h u s  encourage c o n s e r v a t i o n  o r  i n c reased  development o f  
domest i c  energy  sources  and l e s s  energy  i n t e n s i v e  processes. 

A second e lement ,  e s p e c i a l l y  f o r  l o w - i  ncome c o u n t r i e s ,  
i s  expans ion  o f  a g r i c u l t u r a l  ou tpu t ,  e s p e c i a l  l y  food.  Such 
expans ion  i s  necessary  b o t h  f o r  l ong - t e rm  development and f o r  
med iun - t e rn  a d j u s t n e n t .  I n  t h e  long- te rm,  i n c r e a s e d  
a g r i c u l t u r a l  and f o o d  o u t p u t  can make s i g n i f i c a n t  
c o n t r i b u t i o n s  t o  r a i s i n g  t h e  i ncones  o f  poo r  peop le  as w e l l  
as i n c r e a s i n g  s u p p l i e s  o f  food. T h i s  i n c reased  income i s  a  
c r i t i c a l  e lement  i n  t h e  s a t i s f a c t i o n  o f  b a s i c  needs. I n  t h e  
medium-term, expans ion  o f  domest i c  f o o d  o u t p u t  can p r o v i d e  
f o r  e f f i c i e n t  s u b s t i t u t i o n  o f  i rnpor ts  and ease, a t  l e a s t  t o  
some e x t e n t ,  f o r e i g n  exchange needs. 

A t h i r d  e lement  i n  ad jus t lnen t  i s  adop t  i o n  o f  t r a d e  
p o l i c i e s  t h a t  encourage e x p o r t  expansion. O f  course,  f o r  
slrch p o l i c i e s  t o  succeed, i t  i s  e s s e n t i a l  t h a t  rnarkets f o r  
deve lop i ng  c o u n t r i e s '  e x p o r t s  r ema in  open and unencumbered by 
a d d i t i o n a l  r e s t r i c t i o n s .  S i m i l a r l y ,  as t h e  deve lop i ng  
c o u n t r i e s  ma tu re  economica l l y ,  t h e y  shou ld  p r o g r e s s i v e l y  
d i s n a n t l e  t h e i r  own impo r t  b a r r i e r s  t o  h e l p  m a i n t a i n  g l o b a l  
:movement t owa rd  an open t r a d e  system. 



The adjustment made by t h e  developing c o u n t r i e s  t o  t h e  
o i l  p r i c e  increases a f t e r  1974 was f a r  b e t t e r  than 
a n t i c i p a t e d  a t  t h e  time. I n  p a r t i c u l a r ,  many o f  t h e  h ighe r  
i ncane developing c o u n t r i e s  borrowed e x t e n s i v e l y  on  t h e  
p r i v a t e  c a p i t a l  market, a t t r a c t e d  f o r e i g n  investment, and 
r a p i d l y  expanded t h e i r  expo r t  ea rn ings - -p r imar i l y  t h e i r  
manufactured expor t s  t o  t h e  developed world. The volume o f  
developing wor ld  expor ts  i n  f a c t  grew by 6% annua l l y  between 
1973 and 1978. A t  t h e  same t ime, o f f i c i a l  f i n a n c i n g ,  b o t h  
concessional and non-concessional , and p r i v a t e  c a p i t a l  
f i n a n c i n g  increased s i g n i f i c a n t l y  from a l e v e l  o f  $24 b i l l i o n  
i n  1973 ($12 b i l l i o n  o f f i c i a l ,  $12 b i l l i o n  p r i v a t e )  t o  $71 
b i l l i o n  i n  1978 (525 b i l l i o n  o f f i c i a l ,  $46 b i l l i o n  p r i va te ) .  

S i g n i f i c a n t  progress has been made i n  d e v i s i n g  
mechanisms t o  support  t h e  adjustment e f f o r t s  o f  deve lop ing 
count r ies .  Changes w i t h i n  t h e  I n t e r n a t i o n a l  Monetary Fund 
(IMF) were a p a r t i c u l a r l y  impor tan t  aspect o f  t h e  pos t  1974 
response by t h e  i n t e r n a t i o n a l  community. Among these changes 
were: an expansion o f  IMF resources; increased access t o  
these resources through e x i s t i n g  f a c i l i t i e s  and t h e  
es tab l ishment  o f  new ins t ruments  such as t h e  T r u s t  Fund f o r  
1 ower-i ncome coun t r i es ;  and t h e  appl i c a t i o n  o f  g r e a t e r  
f l e x i b i l i t y  i n  t h e  IMF's approach t o  s t a b i l i z a t i o n  e f f o r t s .  
These changes g r e a t l y  increased t h e  capac i t y  o f  t h e  IMF t o  
respond t o  developing count ry  balance o f  payments problems, 
i n c l u d i n g  adverse ex te rna l  shocks such as h ighe r  o i l  p r i c e s  
and unforeseen events l i k e  p roduc t i on  and expor t  s h o r t f a l l s .  
S i m i l a r l y  t h e  increased fund ing o f  t h e  World Bank (IBRD) and 
i t s  recen t  ex tens ion o f  s t r u c t u r a l  adjustment l end ing  t o  
se lec ted  developing c o u n t r i e s  i n  support  o f  p o l i c y  refonn, 
o f t e n  i n  con junc t i on  w i t h  t h e  IMF, i s  expected t o  be an 
impor tant  ins t rument  i n  f a c i l i t a t i n g  t h e  adjustment process 
over  t h e  nex t  few years. ( F u r t h e r  d e t a i l  on these changes i s  
presented i n  sect ions 1I.C. and 1V.A.) 

Desp i te  these i n s t i t u t i o n a l  changes and t h e  
corresponding increase i n  t h e  capac i ty  o f  t h e  i n t e r n a t i o n a l  
cmmuni ty t o  respond t o  adjustment problems i n  t h e  developing 
coun t r i es ,  t h e r e  a r e  reasons f o r  concern about t h e i r  
prospects. U n l i k e  t h e  exper ience i n  1974-1980, o i l  p r i c e s  
now a r e  expected t o  cont inue t o  r i s e  i n  r e a l  terms, 
ma in ta in ing  pressure  on t h e  developing c o u n t r i e s '  balance o f  
payments. The World Bank, f o r  example, es t imates  t h a t  o i l  
impor t  cos ts  f o r  non-o i l  developing c o u n t r i e s  w i l l  r i s e  t o  
$124 b i l l i o n  by 1985 i f  OPEC succeeds i n  s low ly  r a i s i n g  t h e  



r e a l  p r i c e  o f  o i l  over  t h e  next  f i v e  years. S i m i l a r l y ,  
developing c o u n t r i e s '  ou ts tand ing ex te rna l  debt and debt 
s e r v i c i n g  ( p u b l i c  and p u b l i c l y  guaranteed) have grown 
enormously s ince  1973, reach ing $280 b i l l i o n  and 542 b i l l i o n  
r e s p e c t i v e l y  a t  t h e  end of 1980. Thus, some banks may be 
reaching t h e i r  perce ived l i m i t s  of exposure i n  these 
coun t r i es  and may be re1 u c t a n t  t o  increase s i g n i f i c a n t l y  
t h e i r  l end ing  t o  i n d i v i d u a l  developing count r ies .  There i s  
a l s o  l i t t l e  expec ta t i on  t h a t  t h e  OPEC c o u n t r i e s  w i l l  
d r a n a t i c a l l y  increase t h e i r  impor ts  from t h e  non-oi l  
developing count r ies ,  as they d i d  i n  t h e  post  1974 
pe r iod - - re f1  e c t i  ng i n  l a r g e  measure t h e  abso rp t i ve  
c o n s t r a i n t s  which many o f  t h e  smal l  OPEC c o u n t r i e s  have 
exper ienced i n  recent  years. F i  nal ly, developing coun t r i es '  
capac i t y  t o  increase expor ts  t o  t h e  developed coun t r i es  a t  
t h e  r a p i d  r a t e  o f  1975-1978 i s  quest ionab le  because o f  
expected s low growth o f  t h e  developed c o u n t r i e s  and increased 
p r o t e c t i o n i s t  sentiment, p a r t i c u l a r l y  toward l a b o r  i n t e n s i v e  
imports.  

For  most low-income developing c o u n t r i e s  t h e  op t i ons  
a r e  extremely l i m i t e d .  Given t h e  economic s t r u c t u r e  
c h a r a c t e r i s t i c  o f  these count r ies ,  t h e  p o t e n t i a l  f o r  
generat ing  a d d i t i o n a l  exports,  p a r t i c u l a r l y  i n  t h e  
manufactur ing sector ,  i s  small.  S i m i l a r l y ,  t h e  p o t e n t i a l  f o r  
f u r t h e r  r e d u c t i o n  i n  imports,  i n c l u d i n g  petroleum, w i thou t  a 
corresponding c u r t a i l m e n t  o f  growth i s  v i r t u a l l y  nonex is ten t  
f o r  many of these count r ies .  Not o n l y  do they import  few if 
any nonessent ia l  goods b u t  they have l i t t l e  capac i t y  f o r  
e f f i c i e n t  import  s u b s t i t u t i o n  i n  t l i e  sho r t  term. T h e i r  
f o r e i g n  exchange reserves a r e  g e n e r a l l y  i n  s h o r t  supply. 
Most o f  these coun t r i es  cannot, and probab ly  should not, 
borrow s i g n i f i c a n t  amounts on t h e  p r i v a t e  c a p i t a l  markets, 
n o r  a re  they l i k e l y  t o  a t t r a c t  s i g n i f i c a n t  f o r e i g n  
i nvestment. 

The IMF i s  an impor tant  p o t e n t i a l  source o f  s h o r t - t o  
mediuln-term ex te rna l  f i n a n c i n g  f lows t o  t h e  low incane 
count r ies .  Over t h e  longer- term, t h e  a v a i l a b i l i t y  o f  
a d d i t i o n a l  concessional ass is tance w i l l  determi ne 
s u b s t a n t i a l l y  t h e  ex ten t  t o  which these c o u n t r i e s  can a d j u s t  
and achieve measurable p o s i t i v e  growth and improvement i n  t h e  
we l fa re  o f  t h e i r  people. 7he World Bank es t imates  t h a t  t h e  
p e r  c a p i t a  growt l i  r a t e  o f  these c o u n t r i e s  w i l l  remain around 
one percent a y e a r  over t h e  1980-1985 per iod,  w i t h  any 
s i g n i f i c a n t  improvsnent i n  t h i s  l e v e l  r e q u i r i n g  not  o n l y  
p o l i c y  reforms i n  these c o u n t r i e s  b u t  a l s o  l a r g e r  than 
p ro jec ted  concessional f l  ows. 



For many o f  t h e  Inore developed m idd le - i  ncorne coun t r i es ,  
funds froin t h e  IMF and World bank, as w e l l  as b i l a t e r a l  
assistance, w i l l  be impor tant  i n  encouraging and f a c i l i t a t i n g  
needed p o l i c y  r e f o n s  and adjustment. Although these reforms 
a re  a  necessary c o n d i t i o n  f o r  sustained progress i n  rnost o f  
these coun t r i es ,  t h e i r  econanic performance over t h e  next  few 
years  w i l l  depend h e a v i l y  on f u t u r e  OPEC p r i c e  ac t ions,  
cont inued access t o  the  p r i v a t e  c a p i t a l  markets, and economic 
growth and t r a d e  p o l i c y  a c t i o n  i n  t h e  developed world. Based 
on c u r r e n t  t rends,  t h e  World Bank has est imated t h a t  t h e  per  
c a p i t a  growth r a t e s  o f  t h e  middle-income c o u n t r i e s  over t h e  
1990-85 p e r i o d  w i l l  reach on ly  2 percent  per year.  Th is  
c o n t r a s t s  t o  t h e  3.1 percent  growth ach.ieved du r ing  t h e  1970s 
and 3.6 percent  achieved du r ing  t h e  1960s. 

Developing coun t r i es  appear t o  be i n c r e a s i n g l y  aware o f  
t h e  need t o  undertake d i f f i c u l t  p o l i c y  changes, and t h e  
i n t e r n a t i o n a l  community appears i n c r e a s i n g l y  aware o f  t h e  
importance o f  a s s i s t i n g  t h e  developing coun t r i es  t o  ad jus t .  
Most o f  t h e  o i l  - impor t i ng  developing c o u n t r i e s  hzve, i n  f a c t ,  
p e n i t t e d  sharp increases i n  t h e i r  domestic p r i c e s  o f  
imported energy. Some developing coun t r i es  have reversed 
prev ious domestic p o l i c i e s  and liow p e m i t  f o r e i g n  e x p l o r a t i o n  
and pa r tne r  p a r t i c i p a t i o n  i n  an e f f o r t  t o  l o c a t e  and increase 
domestic p roduc t i on  o f  o i l .  A few o f  t h e  non-o i l  developing 
coun t r i es  have a l so  attempted t o  s tep up t h e  p roduc t i on  and 
use o f  non -o i l  energy resources, such as an a lcoho l  
p roduc t i on  e f f o r t  i n  B r a z i l  and t h e  development and 
improvement o f  t r a d i t i o n a l  snd renewable energy resources i n  
o t h e r  developing count r ies .  Through these and o t h e r  e f f o r t s  
non-o i l  developing coun t r i es  have been ab le  t o  reduce the  net  
volume o f  imported o i l  i n  recent  years,  w h i l e  ach iev ing 
moderate econmic  growth rates.  Desp i te  t h i s  progress, t h e  
non-o i l  d e w 1  oping coun t r i es  recogn ize t h a t  f u r t h e r  changes 
and adjustments w i l l  have t o  be undertaken, and f o r  t h a t  
increased i n t e r n a t i o n a l  ass is tance w i l l  be needed. 



1I.B. INTERNATIONAL TRADE AND COMMODITY AGREEMENTS 

Recent Trade Per formance i n  Deve lop i ng  C o u n t r i e s  

D u r i n g  1979 t h e  v a l u e  o f  w o r l d  e x p o r t s  i n c reased  by more 
t h a n  26 p e r c e n t  on an annual  b a s i s  and exceeded $1.5 t r i l l i o n  
(Tab le  I I .B . l ) .  T h i s  expans ion  corresponded t o  a  g row th  r a t e  
o f  a p p r o x i m a t e l y  s i x  pe r cen t  p e r  annum i n  volurne. The g row th  
i n  e x p o r t  volume was e s s e n t i a l l y  t h e  same as  t h a t  recorded  i n  
1978, b u t  t h e  g rowth  i n  va l ue  was s h a r p l y  h i g h e r  t h a n  i n  
1978, r e f l e c t i n g  a c c e l e r a t i n g  i n f l a t i o n  i n  t r a d e d  goods, 
e s p e c i a l l y  c rude  o i  1. 

A1 though t h e  non-OPEC deve lop i  ng c o u n t r i e s '  e x p o r t  
e a r n i n g s  grew by  n e a r l y  29 p e r c e n t  i n  1979, i n c r e a s e s  i n  o i l  
p r i c e s  p laced  g r e a t  s t r a i n s  on t h e  e x t e r n a l  accounts  o f  t h e  
o i l  - i m p o r t i n g  deve lop i ng  c o u n t r i e s .  T h e i r  c u r r e n t  account  
d e f i c i t s  reached $55 b i l l i o n  i n  1979, more t h a n  50 p e r c e n t  
h i g h e r  t han  t h e  p r e v i o u s  y e a r ' s  d e f i c i t .  These d e f i c i t s  
amounted t o  4 p e r c e n t  o f  t h e i r  g ross  domest i c  p roduc t ,  
compared t o  l e s s  t h a n  3 p e r c e n t  o n l y  two  y e a r s  ago. I n  1980 
t h e s e  c o u n t r i e s  a r e  expected t o  i n c u r  an  aggrega te  c u r r e n t  
accoun t  d e f i c i t  approach ing  $70 b i  11 ion .  These a d d i t i o n a l  
ba l ance  o f  payment s t r a i n s  a r e  imped ing  t h e  g r o w t h  o f  many 
d e v e l o p i n g  na t i ons .  Even deve l  op i  ng c o u n t r i e s  a b l e  t o  
f i n a n c e  t h e i r  d e f i c i t s  i n  t h e  immediate f u t u r e  u l t i m a t e l y  
w i  11 have t o  d i v e r t  r esou rces  f r om  o t h e r  development e f f o r t s  
t o  pay h i g h e r  b i l l s  f o r  o i l  impor ts .  

The ad jus tmen t  t o  t h e  o i l  shocks o f  t h e  mid-1970s 
demonst ra tes  t h a t  success fu l  s t r u c t u r a l  ad jus tment  and a  
r e t u r n  t o  accep tab le  economic g rowth  r a t e s  i n deve lop i ng  
c o u n t r i e s  depend, among o t h e r  t h i n g s ,  on  s u b s t a n t i a l  
expans ion  and d i v e r s i f i c a t i o n  o f  t h e i r  expor ts .  A  s t r o n g  
e x p o r t  per formance i s  necessary f o r  a  c o u n t r y  t o  rnai n t a i  n  
c r i t i c a l  i m p o r t s  o f  raw m a t e r i a l s ,  c a p i t a l  goods, and 
i n t e r m e d i a t e  i n p u t s  i n  t h e  f a c e  o f  h i g h e r  c o s t s  f o r  energy  
impo r t s .  I t a1 so p rese rves  t h e  c o u n t r y ' s  c r e d i t w o r t h i n e s s  i n  
f i n a n c i a l  marke ts  and i t s  a t t r a c t i v e n e s s  t o  f o r e i g n  
i n v e s t o r s .  I n  l i g h t  o f  these  c i  r cu~ns tances ,  s p e c i a l  e f f o r t s  
must be made by  a1 1  c o u n t r i e s  t o  m a i n t a i n  open marke ts  f o r  
t h e  p roduc t s  o f  deve lop i ng  c o u n t r i e s .  The commitment t o  
f r e e r  t r a d e  i s  p a r t i c u l a r l y  i m p o r t a n t  i n  t h i s  r ound  o f  
ad j us tmen t  because many deve lop i ng  c o u n t r i e s  a r e  e n t e r i n g  t h e  
ad jus tmen t  p e r i o d  wi t h  h i g h  deb t  s e r v i c e  o b l i g a t i o n s  f r om  
p r e v i o u s  b o r r o w i  ng and l o w  p rospec t s  f o r  s u b s t a n t i a l  
i ncreases i n  concess iona l  c a p i t a l  i n f l o w s .  



TABLE II.B.1 

TRADE BETWEEN DEVELOPED AND DEVELOPING COUNTRIES 

EXPORTS AVERAGE ANNUAL GROWTH RATE (2  
(F.O.B. $BILLION) 

1970 1979 1970-1979 1978-1979 

11 
World ~ x p o r t s -  282.2 1502.7 

To Developed Count r ies  222.1 1125.9 
To OPEC 9.3 98.2 
To non-OPEC LDCs 44.6 244.3 

Developed Cnuntry Expor ts  226.9 1095.9 
To Developed Count r ies  174.9 792.4 
To OPEC 7.8 78.9 
To non-OPEC LDCs 32.9 152.9 

OPEC Expor ts  
To Developed Count r ies  
To OPEC 
To non-OPEC LDCs 

Non-OPEC LDC Expor ts  
To Developed Count r ies  
To OPEC 
To non-DPEC LDCs 

SOLIRCE: IMF, D i r e c t i o n  o f  Trade 

1 1  - 
World expo r t  t o t a l s  exclude cen t ra l l y -p lanned  economies. 



The developed coun t r i es  rema i? t h e  c h i e f  market f o r  
expo r t s  o f  deve lop ing count r ies ,  account ing f o r  68.0 percer i t  
o f  non-OPEC devel opi  ng coun t r i es  ' expo r t  i n 1979. The Un i ted  
Sta tes  a lone  p~rrchased 26.5 percent  o f  t h e  non -o i l  developing 
c o u n t r i e s '  t o t a l  expo r t s  l a s t  year. The f a s t e s t  growing 
markets f o r  t h e  developi  ng count r ies ,  however, a r e  i n  t h e  
o t h e r  developing coun t r i es ,  p a r t i c u l a r l y  t h e  members o f  OPEC. 
Over t h e  pa s t  decade, t h e  non-OPEC developi  ng c o u n t r i e s  have 
expanded t h e i r  expor ts  t o  each o t h e r  a t  an average annual 
r a t e  of 22.2 percent  and t o  OPEC a t  34.9 percent.  

Importance of Developing Country Trade t o  t h e  Un i ted  Sta tes  

'The importance o f  t h e  developing c o u n t r i e s  i n  t h e  t rade  
o f  t h e  Un i ted  Sta tes  cont inued t o  increase d u r i n g  1979. 'The 
deve lop ing c o u n t r i e s  p r e s e n t l y  account f o r  40 percent  o f  US 
t rade ,  which i s  g r e a t e r  than US t r a d e  w i t h  Western Europe, 
Japan, A u s t r a l i a ,  Yew Zealand, and South A f r i c a  combined. 
Dur ing t h e  past  y e a r  US expor ts  t o  t h e  non-OPEC deve lop ing 
c o u n t r i e s  expanded by 32.2 percent ,  thereby he lp ing  t o  
cush ion t h e  economic slowdown i n  t h e  US econorny. US impor t s  
f rom these c o u n t r i e s  grew l e s s  r a p i d l y  (24.2 pe rcen t ) ,  
thereby reduc ing our t r a d e  d e f i c i t  w i t t i  them (Tab le  11.8.2) 
Expor ts  t o  C)PEC, on t h e  o t h e r  hand, dec l i ned  by n e a r l y  10 
percent  i n  1979 due t o  a  $2.7 b i l l i o n  drop i n  our expo r t s  t o  
I ran .  Impor ts  from OPEC jumped hy 36.8 percent  primnari ly 
because o f  increases i n  petroletrm pr ices .  

The deve lop ing c o u n t r i e s  a re  impor tan t  markets f o r  US 
expor t s  o f  manufactured goods, p a r t i c u l a r l y  c a p i t a l  goods 
such a s  machinery, c i v i l  a i r c r a f t ,  t r u c k s ,  and buses (Tab le  
11.3.3). IJS expor ts  o f  c a p i t a l  goods t o  t h e  deve lop ing 
c o u n t r i e s  a r e  f o u r  and one h a l f  t imes  g r e a t e r  t h a n  t h e i r  
expo r t s  o f  c a p i t a l  goods t o  t h e  l l n i t e d  Sta tes  arid have been 
growing a t  over 21 percent  annua l l y  throughout t h e  decade. 
The developing coun t r i es  a l s o  a r e  rnajor markets f o r  US 
a g r i c u l t u r a l  goods, h u t  i n  t h a t  s e c t o r  t h e  aggregate t rade  
f lows between t h e  lJni t e d  Sta tes  and deve lop i  ng coun t r i es  a r e  
e s s e n t i a l  l y  balanced. As producers o f  raw mate r ia l s ,  t h e  
deve lop i  ng c o u n t r i e s  run  a  huge s ~ l r p l u s  w i t h  t h e  Un i ted  
S ta tes  i n  i n d u s t r i a l  supp l i es  and ma te r ia l s ,  w i t h  f u e l s  he ing 
t h e  overwhelming i tern. Trade i n  consulner goods a l s o  runs i n  
favor  o f  t h e  deve lop ing coun t r i es ;  they a r e  t h e  major source 
o f  US impor t s  o f  c l o t h i n g ,  l e a t h e r  products,  footwear, t o y s  
and var ious e l e c t r i c a l  household appl iances.  



TABLE 11.8.2 

US EXPORTS 
TO NON-OPEC LDCS 

10.9 

11.1 

11.8 

17.4 

26.0 

28.4 

27.8 

29.3 

36.2 

47.9 

US IMPORTS FROM 
NON-OPEC LDCS 

8.8 

9.5 

12.0 

15.7 

23.8 

22.2 

27.6 

34.5 

40.5 

50.3 

US TRADE WITH DEVELOPING COUNTRIES 
( f  BILLION) 

TRADE BALANCE WITH 
NON-OPEC LDCS 

US EXPORTS 
TO OPEC 

US IMPORTS TRADE BALANCE 
FROM OPEC WITH OPEC 

11 - 
Exports a re  f ree  alongside ship t ransac t ion  values, except p r i o r  t o  1974 when imports a r e  customs values. 

SOURCE: U.S. Department o f  Commerce. US Foreign Trade Annual 1973-79, J u l y  1980 - I n t e r n a t i o n a l  Economic Report o f  the  President (1977) 



TABLE 11.8.3 

US-DEVELOPING COUNTRIES TRADE 
I N  

MANUFACTURES 
( 5  B I L L I O N )  

US EXPORTS US IMPORTS TRADE BALANCE 

SOURCE: U.S. D e p a r t m e n t  o f  Commerce ,  1J.S. T r a d e  w i t h  M a j o r  W o r l d  A r e a s  



Po l  i c y  Developments 

Trade L i b e r a l i z a t i o n  

Imp lemen ta t i on  of t h e  M u l t i l a t e r a l  Trade N e g o t i a t i o n s  
(MTN) agreements began i n  1980. The U n i t e d  S t a t e s  conc luded 
b i l a t e r a l  t a r i f f  agreements w i t h  27 deve lop i ng  c o u n t r i e s ,  
c u t t i n g  US t a r i f f s  on  $15 b i l l i o n  i n  t r a d e  w i t h  t h e  
d e v c l o p i  ng c o u n t r i e s .  I n  a d d i t i o n ,  t a r i f f  concess ions  
n e g o t i a t e d  w i t h  t h e  developed c o u n t r i e s  w i l l  be ex tended 
autorna t i c a l  l y  t o  t h e  deve lop i ng  c o u n t r i e s  i n  accordance w i t h  
t h e  Most-Favored-Flat ion p r i  n c i  p le.  These concess ions  
t y p i c a l l y  w i l l  be implemented o v e r  a n  e i g h t  y e a r  pe r i od .  The 
l e a s t  deve loped c o u n t r i e s ,  however, a r e  e l i g i b l e  immed ia te l y  
f o r  t h e  f u l l  MTN concess ions ,  excep t  i n  s e l e c t e d  s e n s i t i v e  
i terns. T h i s  u n i l a t e r a l  e x t e n s i o n  o f  temporary  d i f f e r e n t i a l  
t r e a t m e n t  f o r  t h e  poo res t  c o u n t r i e s  o f f e r s  a  rnodest 
a d d i t i o n a l  impetus  t o  t h e i r  e x p o r t  expans ion  and 
d i v e r s i f i c a t i o n  e f f o r t s .  C u r r e n t l y  n e a r l y  80% o f  t h e  v a l u e  
o f  US i m p o r t s  f r a n  t h e  l e a s t  deve loped c o u n t r i e s  e n t e r  t h e  
c o u n t r y  du t y - f r ee .  I f  t h e s e  c o u n t r i e s  a r e  t o  t r a n s f o r m  and 
expand t h e i r  t r a d i n g  s e c t o r s  s u b s t a n t i a l l y ,  t h e y  w i l l  
r e q u i  r e ,  among o t h e r  t h i  qgs, add i  t i  ona l  f i nanc i  a1 a s s i  s t ance  
t o  t a k e  advantage o f  new t r a d i n g  o p p o r t u n i t i e s .  



Four codes r e g u l a t i n g  and r e s t r i c t i n g  t h e  use o f  
n o n - t a r i f f  b a r r i e r s  t o  t rade  ( subs id ies  and counterva i  1  i ng 
measures, an t i du~np i  ng du t i es ,  t e c h n i c a l  b a r r i e r s  t o  t rade  o r  
product  standards, and impor t  l i c e n s i n g )  came i n t o  e f f e c t  on 
January 1, 1980. Two more codes (on government purchasing 
and customs v a l u a t i o n )  a r e  due t o  becane e f f e c t i v e  
i n t e r n a t i o n a l l y  on January 1, 1981. The Un i ted  Sta tes  has 
s  t r m g l y  advocated acceptance o f  these codes by devel op i  ng 
count r ies .  The a d d i t i o n a l  d i s c i p l i n e  and t ransparency o f  
na t i ona l  procedures provided by t h e  codes can be p a r t i c u l a r l y  
impor tan t  t o  c o u n t r i e s  t h a t  a r e  t r y i n g  t o  break i n t o  new 
markets. While t h e  c h i e f  b e n e f i t s  o f  t h e  codes f o r  t h e  
developing c o u n t r i e s  l i e  i n  t h e i r  general p rov i s ions ,  most o f  
t h e  codes a l s o  con ta in  p rov i s ions  f o r  t h e  d i f f e r e n t i a l  
t reatment  o f  developing coun t ry  s i g n a t o r i e s ,  11sua1 l y  i n t h e  
form o f  t echn ica l  ass is tance i n  i~np lement ing t h e  codes and 
al lowance f o r  a  more gradual assumption of f u l l  code 
o b l i g a t i o n s  by t h e  developing c o u n t r i e s  s igna to r ies .  
Widespread developing count ry  p a r t i c i p a t i o n  i n  t h e  code 
committees i s  t h e  best  way t o  ensure t h a t  t h e  codes take 
a p p r o p r i a t e  account o f  t he  speci a1 c i rcumstances o f  t h e  
deve lop ing count r ies .  There has been some re luc tance  on t h e  
p a r t  o f  t h e  developing c o u n t r i e s  t o  j o i n  t h e  codes. The i r  
r e 1  uctance de r i ves  f r a n  a  v a r i e t y  o f  fac tors- -concern t h a t  
a d d i t i o n a l  d i s c i p l i n e  rvi 11 h inde r  t h e i r  t rade  expansion, 
d i s s a t i s f a c t i o n  w i t h  t h e  form o r  degree o f  d i f f e r e n t i a l  
t reatment  f o r  developing coun t r i es ,  and hes i  tancy t o  accept 
t h e  codes unless t h e r e  i s  g r e a t e r  Group o f  77 consensus on 
t h e  u t i l i t y  o f  s ign ing  t h e  codes. 

'Three sec to ra l  agreements were a1 so negot ia ted i n  the  
MTN: agreements on t r a d e  i n  c i v i l  a i r c r a f t ,  bovine .neat, and 
d a i r y  products.  As w i t h  t h e  n o n - t a r i f f  measure codes, t h e  
Un i ted  Sta tes  cont inues t o  encourage s t rong developing 
coun t ry  p a r t i c i p a t i o n  i n  these agreements. 

F i n a l l y ,  t h e  i4TN produced a  Framework Agreement t h a t  
prov ides a  f i r m e r  l e g a l  bas i s  f o r  d i f f e r e n t i a l  and more 
favo rab le  t r a d e  t reatment  i n  t r a d e  on beha l f  o f  t h e  
developing count r ies .  The Agreement a1 so g ives expl i c i  t 
r e c o g n i t i o n  t o  t h e  p r i n c i p l e  o f  g raduat ion,  whereby 
i n d i v i d u a l  developing c o u n t r i e s  wi 11 be expected t o  undertake 
g r e a t e r  o b l i g a t i o n s  w i t h i n  t h e  t r a d i n g  system as they develop 
and demonstrate i nc reas ing  i n t e r n a t i o n a l  compet i t iveness.  
These re ferences t o  graduat ion do no t  requ i  r e  t h e  developing 
c o u n t r i e s  t o  undertake s p e c i f i c  o b l i g a t i o n s  accord ing t o  a  
f i x e d  t ime tab le ,  so t h e  e l a b o r a t i o n  of graduat ion p r a c t i c e s  
remains on t h e  agenda f o r  t h e  post-MTN per iod.  Graduat ion 



obv ious l y  i s  i n  t h e  colnrnercial i n t e r e s t s  o f  t h e  Un i ted  
Sta tes ,  b u t  t i m e l y  g radua t i on  on t h e  p a r t  o f  t h e  more 
advanced developing c o u n t r i e s  i s  a l s o  i n  t h e  i n t e r e s t  o f  t h e  
l e a s t  developed c o u n t r i e s  inasmuch as i t  ensures the  
c o n c e n t r a t i o n  o f  p r e f e r e n t i a l  t r e a  t~nent  i n  t r a d e  on those 
w i t h  gred t e s t  need. 

Genera 1  i zed System o f  Preferences 

Duty f r e e  ilS impor ts  froin t h e  deve lop ing c o u n t r i e s  under 
t h e  Genera l ized System o f  Preferences (GSP) amounted t o  $6.3 
b i l l i o n  i n  1979, an  increase o f  more than 20 percent  over  t h e  
p rev ious  year .  Th is  t r ade  va lue represented 12.5% o f  US 
impor t s  f rom t h e  non-OPEC deve lop i  ng coun t r i es .  
Approxi lnately 20 percent  of US impor t s  o f  manufactures f ro in 
b e n e f i c i a r y  deve lop ing c o u n t r i e s  e n t e r  d u t y - f r e e  ~ r n d e r  GSP. 
The major  b e n e f i c i a r i e s  con t i nue  t o  be Tail,van, 
Korea, Hong Kong, Mexico and B r a z i l ,  t h e  sources o f  
t w o - t h i r d s  o f  t h e  value o f  GSP d d t y - f r e e  impor ts  i n  1973. 
T h i s  c o n c e n t r a t i o n  o f  b e n e f i t s  i s  l lnderstandable i n  l i g h t  o f  
t h e  product  composi t i o n  o f  t h e  GSP program, t h e  va ry ing  
a b i l i t i e s  o f  deve lop ing c o u n t r i e s  t o  expo r t ,  and t h e  t r a d e  
p o l i c i e s  pursued by var ious  deve lop ing coun t r i es .  

The GSP l i z t  o f  e l i g i b l e  products  c o n s i s t s  p r i m a r i l y  o f  
t h e  manufactured and se:ni-manufactured goods t h a t  can be 
produceti on an expo r tab le  sca le  by t h e  more advanced 
deve lop ing coun t r i es .  The l i s t  excludes many products  t h a t  
a r e  " s e t i s i t i v e "  d a n e s t i c a l l y ,  b u t  t h a t  t y p i c a l l y  a r e  t h e  most 
impor tan t  manufactures d u r i n g  t h e  e a r l y  stages o f  a  c o u n t r y ' s  
i n d u s t r i a l i z a t i o n  e f f o r t s .  The ? a t t e r n  o f  GSP b e n e f i t s  a l s o  
r e f l e c t s  d i  f f e rences  i n  t h e  economic p o l i c i e s  o f  t h e  
deve lop ing c o u n t r i e s  themsel ves. The major  GSP b e n e f i c i a r i e s  
have Seen models o f  t h e  outward l o o k i n g  development 
s t r a t e g i e s  t h a t  r e l y  h e a v i l y  on i n t e r n a t i o n a l  ? r i c e  s i g n a l s  
t o  determine t h e  e f f i c i e n t  a1 l o c a t i o n  o f  resources. As more 
deve lop ing c o u n t r i e s  make t h e  t r a n s i t i o n  froin impor t  
s u b s t i t u t i o n  t r a d e  regimes t o  outwzrd l o o k i n g  approaches, a  
broader  d i s t r i b u t i o n  o f  GSP b e n e f i t s  can be expected. 

The GSP c o m p e t i t i v e  need formula,  p rov ides  f o r  
g radua t i on  by reinovi ng GSP e l i g i b i l i t y  f rom a  b e n e f i c i a r y  f o r  
those products  i n  which t h e  b e n e f i c i a r y ' s  shipments d u r i n g  
t h e  p rev ious  ca lendar  y e a r  exceeded e i t h e r  501 o f  t o t a l  US 
impor t s  o f  t h a t  i t e m  o r  a  g i ven  d o l l a r  amount, which i n  1979 
was $41.9 m i l l i o n .  I n  1973, $3.9 b i l l i o n  i n  GSP-e l i g i b le  
expo r t s  f r o ~ n  b e n e f i c i a r y  c o u n t r i e s  were excluded f rom 



d u t y - f r e e  t rea tment  because of c o m p e t i t i v e  need c r i t e r i a .  
The p a t t e r n  o f  exc lus ions  has been even more concent ra ted 
t h a n  t h e  p a t t e r n  o f  b e n e f i t s ;  t h e  t o p  f i v e  b e n e f i c i a r i e s  
accounted f o r  75.49: o f  t h e  va lue o f  c o m p e t i t i v e  need 
e x c l u s i o ~ s  i n  1979. 

Several changes i n  t h e  US GSP scheme became e f f e c t i v e  i n  
1980 as  a  r e s u l t  o f  t h e  Trade Agreements Act o f  1979. F i r s t ,  
t h e  OPEC e x c l u s i o n  was m o d i f i e d  t o  p e m i  t t h e  ex tens ion  o f  
GSP t o  mernbers o f  t h e  c a r t e l  t h a t  concluded p r o d u c t - s p e c i f i c  
MTN b i l a t e r a l  t r a d e  agreements w i t h  t h e  Un i ted  Sta tes  by  
January 3, 1980 and t h a t  r e f r a i n e d  froin impeding t h e  supp ly  
of  o i l  t o  t h e  Un i ted  States.  Three c o u n t r i e s  ( Indones ia ,  
Venezuela, and Ecuador) s a t i s f i e d  those c r i t e r i a  and became 
e l i g i b l e  f o r  GSP t rea tmen t  e f f e c t i v e  March 30, 1980. A  
number o f  o t h e r  changes i n  coun t r y  e l i g i b i l i t y  were made a t  
t h e  same t ime; most no tab ly ,  Zimbabwe and Uganda were 
des ignated a s  b e n e f i c i a r i e s ,  and E t h i o p i a  was removed f rom 
t h e  e l i g i b l e  l i s t  because o f  i t s  f a i l u r e  t o  p r o v i d e  prompt 
and adequate compensation f o r  n a t i o n a l i z e d  US-owned proper ty .  
Afghanistan a l s o  was removed f rom GSP e l i g i b i l i t y  a s  p a r t  o f  
t h e  US response t o  t h e  Sov ie t  i n v a s i o n  o f  t h a t  country.  
Second, t h e  Trade Agreements Act g ranted t h e  P res iden t  
d i  s c r e t i  onary a u t h o r i t y  t o  waive t h e  50% c o m p e t i t i v e  need 
l i m i t a t i o n  f o r  p roducts  i n  which t h e  va lue of US impor t s  i n  
1979 d i d  no t  exceed $1 m i l  l i o n .  T h i s  de min imis  c r i t e r i o n  
wi 11 be ad jus ted  a n n u a l l y  t o  r e f l e c t  t h e  growth i n  US nominal 
GNP. Dur ing  t h e  1979 annual p r o d u c t i o n  review, t h e  
de min imis  wa iver  was a p p l i e d  t o  260 i t ems  account ing  f o r  
$32.4 m i l l i o n  i n  1979 imports.  The t h i r d  change i n  GSP a s  a  
r e s u l t  o f  t h e  Trade Agreements Act was an eas ing o f  t h e  
p r o v i s i o n s  t h a t  a l l o w  q u a l i f i e d  reg iona l  econornic groups t o  
be t r e a t e d  as an i n d i v i d u a l  coun t r y  f o r  purposes o f  t h e  GSP. 

Several  new p o l i c i e s  rega rd ing  GSP were announced i n  t h e  
Report  t o  t h e  Congress on t h e  F i r s t  F i v e  Years' Opera t ion  o f  
t h e  US GSP, which was submi t ted  by t h e  P res iden t  on A p r i l  17, 
1980. The most impor tan t  o f  t hese  new p o l i c i e s  was t h e  
i n t r o d u c t i o n  o f  a  more f l e x i b l e  product  e l i g i b i l i t y  p o l i c y  t o  
complement t h e  e x i s t i n g  competi t i v e  need i n  t h e  GSP. The 
P res iden t  announced t h a t  he would use h i s  a u t h o r i t y  t o  
"wi thdraw, suspend, o r  l i m i t  d u t y - f r e e  t rea tment "  t o  remove 
b e n e f i c i a r i e s  f rom e l i  g i  b i  1  i t y  i n  products  where they  a r e  
deemed t o  be c o m p e t i t i v e  i n  wor ld  markets. More 
s p e c i f i c a l l y ,  he  w i l l  extend e l i g i b i l i t y  t o  o r  remove i t  from 
products  on an i n d i v i d u a l  coun t r y  b a s i s  t o  t h e  e x t e n t  t h a t  



doing so would encourage a  wider  d i s t r i b u t i o n  o f  benef i ts .  
Furthermore, spec ia l  e f f o r t s  wi 11 be made d t ~ r i n g  t h e  annual 
product  reviews t o  extend GSP e l i g i b i l i t y  t o  products  o f  
p a r t i c u l a r  i n t e r e s t  t o  t h e  poorer deve lop ing count r ies .  

As a  r e s u l t  o f  t he  1979 product  review, f i s h i n g  r e e l s  
were rernoved from GSP e l i g i b i l i t y ,  and 50 i tetns were added t o  
t h e  l i s t  o f  e l i g i b l e  products. The most impor tant  iterns 
among t h e  l a t t e r ,  i n  terms o f  value o f  b e n e f i c i a r y  expor t s  t o  
t h e  Un i ted  States,  a r e  f r e s h  c u t  f lowers ,  f u r n i t u r e  o f  tinspun 
vegetable f i b e r s  ( o t h e r  than r a t t a n ) ,  temptred g lass ,  and 
f l  uorspar. 

US Trade Act ions A f f e c t i n g  Developing Count r ies  

As t h e  American economy entered i n t o  recess ion a t  t h e  
s t a r t  of 1980, many developing c o u n t r i e s  feared t h a t  t h e  
Uni ted S ta tes  would succumb t o  a  new wave of pro tec t ion ism.  
The reco rd  o f  t rade  a c t i o n s  d u r i n g  f i s c a l  y e a r  1980, however, 
i n d i c a t e s  t h a t  t he re  was not  a  s l i d e  i n t o  p r o t e c t i o n i s m  w i t h  
respect  t o  impor ts  f ran  developing count r ies .  

New safeguards measures were taken on canned ~nushrooms 
and c e r t a i n  cookware. The major  s u p p l i e r s  of mushrooms have 
been Taiwan, Korea and liong Kong. Taiwan, Mexico, and Korea 
have had a  s u b s t a n t i a l  i n t e r e s t  i n  t h e  r e l e v a n t  cookware 
products. I n  bo th  cases, temporary t a r i f f  increases were 
imposed. Orde r l y  Market ing  Arrangements d e r i v i n g  from a  
prev ious safeguard a c t i o n  on c o l o r  t e l e v i s i o n  rece ive rs  f r a n  
Korea dnd Taiwan were renego t ia ted  i n  June 1980 f o r  an 
a d d i t i o n a l  two years. Meanwhile, safeguard a c t i o n s  from 
e a r l i e r  years  remained i n  e f f e c t  on c lo thesp ins ,  h i g h  carbon 
ferrochrorni um, c i t i z e n  bands rad ios ,  and non-rubber footwear. 
The I n t e r n a t i o n a l  Trade Commission (ITC) found t h a t  a  
competing domestic i n d u s t r y  was not  being i n j u r e d  by l e s s  
than f a i r  value sa les  i n  t h e  case o f  f resh c u t  roses,  which 
a r e  supp l i ed  p r i m a r i l y  by I s r a e l  and Colombia. The Pres iden t  
denied re1 i e f  f o r  l e a t h e r  wearing apparel ,  and an attempted 
Congressional o v e r r i d e  was unsuccessful. Count r ies  w i t h  
major i n t e r e s t s  i n  l e a t h e r  wearing apparel  i n c l u d e  Korea, 
Taiwan, Hong Kong, Argent ina , and Uruguay. 

The most h i g h l y  p u b l i c i z e d  antidumping case i n v o l v i n g  a  
developing coun t ry  i n  the  past  yea r  was t h a t  o f  tomatoes, 
cucumbers, peppers, eggplant ,  and squash f r a n  Iclexico. The 
Commerce Department te rminated t h e  case a f t e r  a  negat ive  
f i n d i n g  o f  sa les  a t  l e s s  than  f a i r  value, bu t  t h e  p e t i t i o n e r  
i s  cha l l eng ing  t h a t  f i n d i n g  i n  the US Customs Court. The 



ant idumping i n v e s t i g a t i o n  o f  wi r e  na i  1  s  f rom Korea r e s u l t e d  
i n  a  negat ive  i n j u r y  determinat ion.  A  p r e l i m i n a r y  f i n d i n g  o f  
i n j u r y  was made i n  t h e  ant idumping case o f  menthol f rom t h e  
People 's  Republ ic o f  China, b u t  dumping d u t i e s  w i l l  be 
i~nposed o n l y  i f  t h e r e  i s  a  f i n d i n g  o f  sa les  a t  l e s s  t h a n  f a i r  
value and o f  i n j u r y  t o  a  canpet ing domestic i ndus t r y .  

Countervai 1  i ng d u t i e s  were imposed du r ing  f i s c a l  1980 on 
f r e s h  c u t  roses f r a n  I s r a e l ,  c e r t a i n  p i g  i r o n  from B r a z i l ,  
l e a t h e r  shoes and uppers f r a n  I n d i a  and i n d u s t r i a l  f as tene rs  
f rom Ind ia .  A p rev ious  subs id ies  case aga ins t  I nd ian  
t e x t i l e s  was reopened but  r e s u l t e d  i n  a  nega t i ve  subsidy 
f i nd ing .  An a f f i r m a t i v e  subsidy f i n d i n g  was made i n  t h e  case 
o f  c e r t a i n  i ron-metal  cas t i ngs  ( p r i m a r i l y  manhole covers) 
frorn I n d i a ;  an  i n j u r y  f i n d i n g  a l s o  was 
made i n  t h a t  case (an i n j u r y  t e s t  was r e q u i r e d  because t h e  
i t e m  was a  d u t y - f r e e  i tern). There was a  negat ive  i n j u r y  
f i n d i n g  w i t h  regard  t o  t e x t i l e s  from Pakistan;  consequent ly 
no c o u n t e r v a i l i n g  d u t i e s  were imposed. An i n j u r y  t e s t  #as 
r e q u i r e d  because Pak is tan i s  a  s igna to ry  t o  t h e  Subsidles/  
Countervai  1  i ng Du t ies  Code and made a  s a t i s f a c t o r y  cornmi tment 
t o  t h e  Un i ted  Sta tes  regard ing t h e  phase-out o f  i t s  expo r t  
subsidies.  

T e x t i l e s  and apparel  a r e  i tems of  spec ia l  importance i n  
t h e  t r a d e  between developed and devel op i  ng coun t r i es  because 
these products a r e  among t h e  f i r s t  manufactured goods t o  be 
produced by i n d u s t r i a l  i z i  ng developing c o u n t r i e s  and because 
changing canparat ive  advantage i n  these i n d u s t r i e s  poses 
se r ious  adjustment d i f f i c u l t i e s  f o r  developed count r ies .  The 
Uni ted Sta tes  r e l i e s  upon t h e  Mu1 t i  f i  be r  Arrangement (MFA) t o  
ensure t h a t  t h e  expansion o f  devel opi ng c o u n t r i e s  t r a d e  i n  
t e x t i l e s  and apparel  does not  d i s r u p t  s e r i o u s l y  domestic 
i ndus t r y .  The MFA exp i res  on December 31, 1981, and 
cons ide ra t i on  of an app rop r ia te  f o l  low on arrangement i s  
t a k i n g  p lace i n  t h e  GATT T e x t i l e s  Commi t tee .  C u r r e n t l y  t h e  
l l n i  t e d  Sta tes  has b i l a t e r a l  agreements w i t h  21 t e x t i l e  
e x p o r t i n g  coun t r i es ,  i n c l u d i n g  agreements negot ia ted du r ing  
1979-80 w i t h  t h e  Dominican Republic, Costa Rica, S r i  Lanka, 
and t h e  People 's Republ ic o f  China. 

I n t e r n a t i o n a l  Commodity Agreements and t h e  Common Fund 

For  many of t h e  devel op i  ng count r ies ,  t h e  l e v e l  o f  
f o r e i g n  exchange earnings i n  any g iven y e a r  depends p r i m a r i l y  
upon t h e  r e t u r n s  o f  a  s i n g l e  commodity. Sharp f l u c t u a t i o n s  
i n  t h e  p r i c e s  o f  pr imary  canmodi t i e s  a r e  a  con t i nu ing ,  



se r i ous  impediment t o  development p lann ing  and imp1 ementat ion 
i 11 such coun t r i es .  Accordi ngly,  t h e  Un i ted  Nat ions  
Conference on Trade and Development (UNCTAD) launched t h e  
I n t e g r a t e d  Program f o r  Commodities (IPC) t o  cons ide r  reforms 
i n  i n t e r n a t i o n a l  t r a d e  i n  pr imary  colnmodities. The ma jo r  
elements . o f  t h e  IPC's  proposed re forms have been 
i n t e r n a t i o n a l  com~nodi t y  agreements and t h e  Common Fund. 

Agreenent on t h e  Common Fund was reached i n  June 1980, 
and t h e  Un i ted  S ta tes  s igned t h e  A r t i c l e s  o f  Agreement i n  
November 1980. The Fund has been a  major  element i n  t h e  
North-South d ia logue  s ince  1976, and t h e  achievement o f  an 
agreement i s  an impor ta  n t  example o f  North-South coope ra t i  on. 
The Fund w i l l  i n c l u d e  two separate accounts. The F i r s t  
Account, which w i l l  c o n s i s t  o f  up t o  $400 m i l l i o n  i n  d i r e c t  
c o n t r i b u t i o n s  f ro in members, i s  designed t o  f a c i l i t a t e  t h e  
f i n a n c i n g  o f  b u f f e r  s tocks  o r  n a t i o n a l  s tocks  o f  
I n t e r n a t i o n a l  Commodi t y  Agreements (ICAs) assoc ia ted  w i t h  t h e  
Fund. The Second Accounts which i s  t o  be funded by v o l u n t a r y  
c o n t r i b u t i o n s ,  wi 11 f i n a n c e  commodi t y  development measures 
such as m r k e t i n g  ass i s tance  and research and development. 
The Un i ted  S ta tes  does no t  i n t e n d  t o  c o n t r i b u t e  t o  t h e  Second 
Account i n  t h e  fo reseeab le  f u t u r e .  

On January 8, 1380 t h e  Un i ted  S ta tes  s igned t h e  
I n t e r n a t i o n a l  Va tu ra l  2ubber Agreement (INRA) , which was t h e  
f i r s t  commodity agreement nego t i a ted  e n t i  r e l y  under t h e  
I n t e g r a t e d  Program. The INRA, which entered i n t o  f o r c e  
p r o v i s i o n a l l y  on October 23, 1980, w i l l  r e l y  upon a  550,000 
t o n  b u f f e r  s tock  t o  s t a b i l i z e  n a t u r a l  rubber  p r i c e s  w i t h o u t  
d i s r u p t i n g  long- term market t rends.  The Un i ted  S ta tes  Senate 
gave i t s  adv i ce  and consent t o  r a t i f i c a t i o n  o f  t h e  Agreement 
by a  v o t e  o f  90-1 on May 22, 1980, and t h e  Un i ted  S ta tes  
j o i n e d  t h e  Agreement p r o v i s i o n a l l y ,  pending Congressional 
approval  o f  an a p p r o p r i a t i o n  t o  cover  US f i n a n c i a l  
o b l i g a t i o n s  under t h e  Agreement. Based upon i t s  share o f  ne t  
impor t s  o f  n a t u r a l  rubber  d u r i n g  t h e  pas t  t h r e e  years ,  t h e  US 
share  o f  t o t a l  c o n t r i b u t i o n s  f o r  t h e  n a t u r a l  rubber  b u f f e r  
s tock  would be 12.4 percent .  Members a r e  committed t o  
support  a  f i x e d  l e v e l  o f  rubber  stocks,  so t h e  a c t u a l  amount 
o f  each member's c o n t r i b u t i o n  w i l l  depend upon t h e  p r e v a i l i n g  
p r i c e  o f  n a t u r a l  rubber,  s to rage  and i n t e r e s t  cos ts ,  exchange 
r a t e s ,  e tc .  The A d m i n i s t r a t i o n  requested an  a p p r o p r i a t i o n  o f  
$88 m i l  l i o n  t o  cover  t h e  probab le  cos t  o f  US p a r t i c i p a t i o n  i n  
t h e  fund ing o f  t h e  f u l l  b u f f e r  stock. Among t h e  deve lop ing 
c o u n t r i e s  most a f f e c t e d  by t h e  Natura l  Rubber Agreement a r e  
t h e  producing c o u n t r i e s  o f  Malaysia,  Indonesia,  Tha i land,  and 
S r i  Lanka. 



D u r i n g  1980 t h e  U n i t e d  S t a t e s  comp le ted  a c t i o n  on  i t s  
i m p l e m e n t i n g  l e g i s l a t i o n  f o r  t h e  I n t e r n a t i o n a l  Sugar 
Agreement and I n t e r n a t i o n a l  Coffee Agreement. The U n i t e d  
S t a t e s  a l s o  p a r t i c i p a t e d  a c t i v e l y  i n  1980 i n  n e g o t i a t i o n s  
c o n c e r n i n g  new canmodi ty agreements f o r  t i n  and cocoa. The 
F i f t h  I n t e r n a t i o n a l  T i n  Agreement i s  scheduled t o  e x p i r e  i n  
June  1981. Work i s  p r o c e e d i n g  on t h e  e s t a b l i  shrnent o f  a  
successor  agreement, b u t  d i  f f e r e n c e s  p e r s i s t  on t h e  
a p p r o p r i a t e  s i z e  f o r  t h e  Agreement 's  b u f f e r  s t o c k  and on  
s e v e r a l  o t h e r  i ssues .  Agreement was reached  i n  Novelnber 1980 
o n  a new I n t e r n a t i o n a l  Cocoa Agreement. The U n i t e d  S t a t e s ,  
however, d e c l i n e d  t o  a c c e p t  t h e  Agreement p r i m a r i l y  because 
o f  o b j e c t i o n s  t o  t h e  p r i c e  a d j u s t m e n t  mechanism and concern  
a b o u t  t h e  adequacy o f  t h e  f i n a n c i n g  arrangement .  A number o f  
p r o d u c e r s ,  n o t a b l y  t h e  I v o r y  Coast and Togo, were a1 sa u n a b l e  
t o  j o i n  t h e  November consensus. 



1I.C. INTERNATIONAL FINANCE - THE CHALLENGE OF RECYCLING 

As a  r e s u l t  o f  a  125 percent increase i n  t h e  w o r l d  
market  p r i c e  o f  o i l  f rom t h e  end o f  1978 t o  t h e  f i r s t  q u a r t e r  
o f  1980, o i l  e x p o r t i n g  na t i ons  w i l l  r un  a  combined c u r r e n t  
account surp lus  o f  around $115 b i l l i o n  i n  1980. G loba l l y ,  
t h i s  surp lus  has i t s  counterpar t  i n  t h e  impor te rs '  canbi ned 
d e f i c i t s .  Both t h e  i n d u s t r i a l  and t h e  non-o i l  developing 
c o u n t r i e s  have exper ienced d e t e r i o r a t i o n  i n  t h e i r  c u r r e n t  
account p o s i t i o n s ;  however, t h e  hu l k  o f  t h e  o i l  expo r te rs '  
s u r p l u s  has been borne by t h e  non-oi 1  developing count r ies .  

Whi le most non-oi 1  devel opi  ng c o u n t r i e s  general  l y  a r e  
expected t o  have c u r r e n t  account d e f i c i t s ,  t h e  s i z e  o f  t h e i r  
d e f i c i t s  i n  t h e  l a s t  two years  has been abnormal ly l a r g e  
because o f  a  co inc idence o f  dramat ic o i  1  p r i c e  increases,  
r a p i d  increases i n  t h e  p r i c e s  o f  imported manufactured goods, 
i ncreased i n t e r e s t  payments on r a p i d l y  accumulat ing debt, and 
s lower  growth i n  expor ts  t o  t h e  i n d u s t r i a l  economies. The 
l a r g e  d e f i c i t s  i n  t u r n  have been f inanced by  e x c e p t i o n a l l y  
l a r g e  i ncreases i n  bor rowi  ng, n o t  d i r e c t l y  f rom t h e  
o i l  - expo r t i ng  coun t r i es  w i t h  c u r r e n t  account surpluses,  but  
i ndi r e c t l y  th rough i n t e r n a t i o n a l  c a p i t a l  markets and t h e  
f i n a n c i a l  i n s t i t u t i o n s  where t h e  o i l - i m p o r t i n g  c o u n t r i e s  
p lace  most o f  t h e i r  su rp lus  funds. 

'This f i n a n c i a l  r e c y c l i n g  of su rp lus  funds f rom o i l  
expo r te rs  th rough i n t e r n a t i o n a l  c a p i t a l  markets t o  non-o i l  
deve lop ing c o u n t r i e s  has a l lowed t h e  l a t t e r  group t o  achieve 
h i g h e r  l e v e l  s  o f  imports,  i nvestment , and economic growth 
than  o therwise would have been t h e  case. Indeed, d u r i n g  t h e  
p e r i o d  1973-1979, t h e  weighted average pe r  annum growth o f  
r e a l  Gross Domestic Product (GDP) i n  t h e  non-o i l  developing 
w o r l d  was a  r e l a t i v e l y  buoyant 5.2 percent  (compared w i t h  5.9 
percent  i n  t h e  pe r iod  1967-72). However, growth performance 
has been uneven, w i t h  the  low- i  ncome developi  ng c o u n t r i e s  
growing a t  a  r a t e  o f  o n l y  3.8 percent pe r  annum. "Recyc l ing"  
t o  meet t h e  f inanc ing needs o f  t h e  non -o i l  developing 
c o u n t r i e s  represents  t h e  c e n t r a l  chal  lenge o f  t h e  
i n t e r n a t i o n a l  f i n a n c i a l  system a t  t h e  present time. 

Cur rent  Account and F inanc ing Trends 

Since t h e  f o u r - f o l d  increase i n  OPEC o i l  p r i c e s  i n  
October 1973, t h e r e  has been a  sharp d e t e r i o r a t i o n  i n  t h e  
aggregate c u r r e n t  account p o s i t i o n  of t h e  non-oi 1  developi  ng 
coun t r i es ,  and a  r e s u l t i n g  sharp i nc rease  i n  t h e i r  ex te rna l  



f i n a n c i  ng requirements. 'The aggregate c u r r e n t  account 
d e f i c i t  o f  t h e  non-o i l  developing c o u n t r i e s  rose from $11 
b i l l i o n  i n  1973 t o  $46 b i l l i o n  i n  1975, f e l l  back t o  $28 
b i l l i o n  i n  1977, and then reve r ted  t o  a  r i s i n g  t rend ,  
reaching $36 b i l l i o n  i n  1978 and $55 b i l l i o n  i n  1979. 
P re l im ina ry  es t imates f o r  1980 p l a c e  t h e  non-oi 1  developing 
c o u n t r i e s  d e f i c i t  a t  around $68 b i  1  l i o n ,  and t h e  
d e f i c i t  may r i s e  f u r t h e r  i n  1981. 'The increase i n  these 
d e f i c i t s  was most r a p i d  among t h e  more advanced developing 
c o u n t r i e s  which tend t o  have g rea te r  access t o  p r i v a t e  
c a p i t a l  markets -- i n  o t h e r  words, among t h e  c o u n t r i e s  ab le  
t o  borrow h e a v i l y  t o  f i nance  l a r g e  d e f i c i t s  i ns tead  o f  having 
t o  s i g n i f i c a n t l y  reduce imports and thus growth. 

Dur ing t h e  pe r iod  1978-1980, t h e  o i l  impor t  b i  11s o f  
non-o i l  producing developing coun t r i es  accounted f o r  over 35 
percent  o f  t h e  r i s e  i n  t h e i r  t o t a l  d e f i c i t ,  even though t h e  
volume o f  t h e i r  o i l  impor ts  a c t u a l l y  f e l l  du r ing  t h i s  
per iod.  

Whi le t h e  increase i n  o i l  p r i c e s  i s  t h e  s i n g l e  most 
impor tan t  f a c t o r  i n  the  r i s e  i n  t h e  non-o i l  developing 
count ry  d e f i c i t ,  o t h e r  f a c t o r s  were impor tant  as wel l .  Close 
t o  30 percent  o f  t he  r i s e  i n  t h e  c u r r e n t  account d e f i c i t  f o r  
1979-80 can be t raced  t o  d e t e r i o r a t i o n  i n  t h e  ne t  s e r v i c e  
balance, r e s u l t i n g  i n l a r g e  p a r t  from increases i n  i n t e r e s t  
payments on f o r e i g n  debt. 

These d e f i c i t s  were f inanced r a t h e r  e a s i l y  d u r i n g  t h e  
1976-1979 per iod.  I n  f a c t ,  ex te rna l  f i n a n c i n g  was so r e a d i l y  
a v a i l a b l e  t h a t  t h e  non-o i l  developing c o u n t r i e s  were a b l e  t o  
accumulate f o r e i g n  exchange reserves a t  an unprecedented 
ra te .  Also, w i t h  l o a n  demand r e l a t i v e l y  weak i n  t h e  
developed count r ies ,  t h e  borrowi ng terms f o r  ex te rna l  
f i n a n c i n g  from p r i v a t e  sources (espec ia l  l y  commercial banks) 
were q u i t e  favorab le  du r ing  t h i s  per iod,  as measured hy t h e  
l e n g t h  o f  m a t u r i t i e s  and t h e  narrow average spreads over  t h e  
London In terbank O f f e r  Rate (LIBOR). Because o f  t h e  s h i f t  i n  
borrowing from t h e  more concessional o f f i c i a l  sources t o  
p r i v a t e  sources, and a  subsequent r i s e  i n  t h e  LIBOR r a t e  
d u r i n g  1978-1979, t h e  terms o f  o v e r a l l  borrowi ng have now 
hardened considerably. I n  add i t i on ,  f i nanc ing  these huge 
payment imbalances has 1  ed t o  g rea te r  i ncreased i ndebtedness. 
('Table I I . C . l  conta ins  a  summary o f  f i n a n c i n g  f o r  t h e  p e r i o d  
1973-1980). 



TABLE II.C.l 

NON-OIL DEVELOP1 NG COUNTRIES 
FINANCING FOR CURRENT ACCOUNT DEFICITS AND RESERVE ACCUMULATION 

1973 - 1980 
( I N  BILLIONS OF US DOLLARS) 

Current  Account D e f i c i t  (1 )  
Increase i n  O f f i c i a l  Reserves 

To ta l  

F i  nanced by 
Nondebt-creat i  ng f l  o m ,  n e t  9 11 14 19 20 

Net unrequi ted t rans fe rs  rece ived  
by goverments  4 7 8 10 11 

SDR a l l o c a t i o n s ,  v a l u a t i o n  adjustments, 
etc.  (2 )  0 -1 1 2 1 

D i r e c t  Investment, ne t  4 5 5 7 8 

Net ex te rna l  borrowings 
Long-term c a p i t a l  f rom o f f i c i a l  

sources, n e t  ( 3 )  
Long-term c a p i t a l  f rom p r i v a t e  

sources, n e t  
From f i n a n c i a l  i n s t i t u t i o n s  (3 )  
Through bond issues  (3 )  
Through supp l ie rs  c r e d i t s  (3)  
Other sources (4 )  

Use o f  reserve  r e l a t e d  c r e d i t  
f a c i l i t i e s ,  n e t  (5 )  

Other s h o r t  term borrowing, n e t  
Residual e r r o r s  and omissions (6 )  

( 1 )  Net t o t a l  o f  balance of goods, serv ices ,  and p r i v a t e  t rans fe rs ,  as  defined f o r  Balance o f  
Payments Yearbook purposes (wi t h  s ign  reversed). 

( 2 )  F inanc ing  through changes i n  n e t  debt p o s i t i o n s  ( n e t  borrowi ng, l e s s  n e t  accumulat ion - o r  
p l u s  n e t  l i q u i d a t i o n  - o f  o f f i c i a l  reserve  assets) .  

( 3 )  P u b l i c  and p u b l i c l y  guaranteed borrowi ng only. 

(4 )  Inc ludes  e r r o r s  and r e s i d u a l s  t h a t  a r i s e  f rom t h e  mismatching o f  data taken  f rom c r e d i t o r s  
and debtor records. 

(5 )  Comprises use o f  Fund c r e d i t  and s h o r t  term borrowing by monetary a u t h o r i t i e s  f rom o t h e r  
monetary a u t h o r i t i e s .  

(6)  E r r o r s  and m i s s i o n s  i n  repor ted  balance o f  payments statements f o r  i n d i v i d u a l  coun t r ies ,  
p l u s  g o l d  moneti r a t i o n  and minor omissions i n  coverage. 

SOURCE: IMF Annual Report, f o r  1980 



For  t h e  non -o i l  deve lop i ng  c o u n t r i e s ,  r a p i d l y  i n c r e a s i n g  
e x t e r n a l  f i n a n c i n g  came m a i n l y  t h rough  s u b s t a n t i a l  i n c r e a s e s  
i n  bor row ing .  I t a l s o  came t h rough  i nc reased  i n f l o w s  o f  
funds  t h a t  d o  no t  c r e a t e  deb t  ( o f f i c i a l  g ran t s ,  d i r e c t  
p r i v a t e  inves tment ,  and SDR a1 l o c a t i o n s ) .  From 1973-1979, 
( n e t )  nondeb t - c rea t i ng  f i n a n c i n g  i nc reased  f r om  $9 b i l  l i o n  t o  
$19 b i  1  l i o n  w h i l e  ( n e t )  d e b t - c r e a t i n g  f i n a n c i n g  ( n e t  
bo r row ing )  grew f r a n  $12 S i l  l i o n  t o  $47 b i l l i o n .  Thus, t h e  
r e l a t i v e  impo r t ance  o f  nondeb t - c rea t i  ng f i n a n c i n g  i n  t o t a l  
e x t e r n a l  f i n a n c i n g  s l  i pped f r om  44  pe rcen t  i n  1973 t o  29 
p e r c e n t  i n 1979.1/ - 

S h i f t s  i n  t h e  Compos i t ion  o f  (Ne t )  Bo r row ing  

D u r i n g  t h e  decade o f  t h e  1970s, s i g n i f i c a n t  s h i f t s  a l s o  
occu r red  i n  t h e  source  o f  f i n a n c i n g .  Wh i l e  l ong - t e rm  n e t  
bo r row ing  f r om  b o t h  o f f i c i a l  and p r i v a t e  sources c o n t i n u e d  t o  
grow, bo r row ing  f r o m  t h e  l a t t e r  source  grew much more 
r a p i d l y .  I n  1974, n e t  bo r row ing  f r om  o f f i c i a l  and p r i v a t e  
sources  each equa led  about  $9.6 b i l l i o n .  By 1979, n e t  
bo r row i  ng f rom o f f i c i a l  sources  equa led  $15.9 b i  1  l i o n  w h i l e  
n e t  bo r row ing  f r o m  p r i v a t e  solrrces equa led  $26.2 b i  1  l i o n .  

W i t h i n  o f f i c i a l  l e n d i n g ,  t h e r e  has been a  d e c l i n e  i n  t h e  
r a t e  o f  g row th  o f  n e t  bo r row ing  on concess iona l  t e n s  f r om  
c o u n t r i e s  which a r e  Development Ass i s t ance  Commi t t e e  (DAC) 
members. Many o f  t h e  l ow  i ncome non-oi 1  deve lop i  ng c o u n t r i e s  
r e l y  a lmos t  e x c l u s i v e l y  o n  o f f i c i a l  f i n a n c i n g ,  and i t s  
r e l a t i v e l y  s l ow  growth  i n  r e c e n t  y e a r s  has been a  c o n s t r a i n t  
on  t h e  development e f f o r t s  o f  these  c o u n t r i e s .  A t  t h e  same 
t i m e ,  n e t  Sor row ing  f r om  m u l t i l a t e r a l  banks has been 
i n c r e a s i n g  a t  a  r e l a t i v e l y  more r a p i d  r a t e .  Non -o i l  
deve lop i ng  c o u n t r y  deb t  t o  i n t e r n a t i o n a l  i n s t i t u t i o n s  such as 
t h e  Wor ld  Bank grew o v e r  t h e  p e r i o d  o f  1973-79 a t  a  compound 
average annual  r a t e  o f  22 pe rcen t .  Debt t o  f o r e i g n  
governments grew a t  an  average annual r a t e  o f  1 4  percen t .  
And, w i t h i n  t h e  t o t a l  debt  t o  f o r e i g n  governments, 
concess i ona l  deb t  grew by  under  1 3  p e r c e n t  pe r  annum w h i l e  
deb t  a r i s i n g  f r om  o f f i c i a l  e x p o r t  c r e d i t s  grew by ove r  22 
p e r c e n t  pe r  annum. 

1 / - 
Source: 1MF Annual Report  f o r  1980 
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Wi th  r e s p e c t  t o  bo r row i  ng f r o m  p r i v a t e  sources,  t h e r e  
was a  s h i f t  away f r om  p r i v a t e  s u p p l i e r s '  c r e d i t  t owa rd  
b o r r o w i  ng f r o m  p r i v a t e  f i  n a n c i a l  markets.  Net  c a p i t a l  
i n f l o w s  f rom t h e  p r i v a t e  bank ing  system have been by  f a r  t h e  
most huoya n t  e lement  i n non-oi 1  deve l  op i  ng c o u n t r i e s '  
e x t e r n a l  bo r row i  ng ( o f f i c i a l  and p r i v a t e )  t h roughou t  t h e  
decade o f  t h e  1970s. Consequent ly ,  between 1973 and 1979 t h e  
sha re  o f  p u b l i c l y - g u a r a n t e e d  deb t  t o  p r i v a t e  banks r e l a t i v e  
t o  t o t a l  guaranteed non-oi 1  deve l  o p i  ng c o u n t r y  deb t  expanded 
f r o m  17 p e r c e n t  t o  38  pe rcen t ;  p r i v a t e  banks became t h e  
l a r g e s t  s i n g l e  source o f  p u b l i c  and p u b l i c l y  guaran teed  
medi urn-and l ong - t e rm  f i  nanc i  ng t o  non-o i  1  deve l  o p i  ng 
c o u n t r i e s .  

The Ro le  o f  P r i v a t e  Banks i n  Deve lop i ng  Coun t r y  F inance  

The above s t a t i s t i c s  a c t u a l l y  u n d e r s t a t e  t h e  impo r t ance  
o f  p r i v a t e  banks i n f i  nanci  ng r e c e n t  d e v e l o p i  ng c o u n t r y  
d e f i c i t s .  P r i v a t e  banks a r e  t h e  ma in  source  o f  f i n a n c i n g  f o r  
non guaran teed  p r i v a t e  s e c t o r  bo r row i  ng i n t h e  n o n - o i l  
deve lop i ng  c o u n t r i e s .  The banks a r e  t h e  ma in  sou rce  o f  
f i n a n c i n g  f o r  p u b l i c  and p u b l i  c l y -gua ran teed  t r a d e  c r e d i t s  
wh ich  c a r r y  o r i g i n a l  m a t u r i t i e s  o f  l e s s  t h a n  one yea r .  
P r i v a t e  f o r e i g n  bank c l a i m s  ( o f  banks i n s i d e  t h e  r e p o r t i n g  
system o f  t h e  Bank f o r  I n t e r n a t i o n a l  Se t t l emen ts )  on t h e  
n o n - o i l  deve lop i ng  c o u n t r i e s  t o t a l l e d  ove r  $151 b i l l i o n  b y  2/  
t h e  end o f  1979, compared t o  $117 b i l l i o n  a t  t h e  end o f  1978. 

W h i l e  n e t  f i n a n c i a l  f l o w s  f r om  t h e  p r i v a t e  banks have 
been t h e  most  i m p o r t a n t  e lement  i n  t o t a l  n o n - o i l  deve lop i ng  
c o u n t r y  n e t  ho r row i  ng d u r i n g  t h i s  p e r i o d ,  bank 1  end i  ng has 
tended t o  be h i g h l y  concen t ra ted  among r e l a t i v e l y  f ew  
c o u n t r i e s .  Commercial bank c l a i m s  o n  B r a z i  1, Mexico, 
A rgen t i na ,  and South Korea t o g e t h e r  accounted f o r  o v e r  60 
pe rcen t  o f  a1 1  o u t s t a n d i n g  bank c l a i m s  on  n o n - o i l  deve lop i ng  
c o u n t r i e s  a t  t h e  end o f  1979. 

21 Source:  Bank f o r  I n t e r n a t i o n a l  Se t t lements .  T h i s  - 
i n c l u d e s  l oans  o f  a l l  m u t u r i t y  ranges  t h a t  a r e  p u b l i c ,  
p u b l i c l y  guaranteed,  and p r i v a t e  non-guaranteed. 



Ro le  o f  US Banks i n  Lend ing  t o  Deve lop i ng  C o u n t r i e s  

US banks h o l d  about  40% o f  t o t a l  p r i v a t e  bank c l a i m s  on 
n o n - o i l  deve lop i ng  c o u n t r i e s  . They extended o v e r  $11  
b i l l i o n  i n  n e t  new l o a n s  f r om  June 1979 t o  June 1980, a n  
i n c r e a s e  o f  o v e r  20 pe rcen t  i n  l o a n s  ou t s t and ing .  The 
l a r g e s t  f l o w s  d u r i n g  t h i s  p e r i o d  were t o  A rgen t i na ,  Mexico,  
and South Korea ( o v e r  $2 b i l l i o n  each) ,  b u t  B r a z i  1  remains 
t h e  l a r g e s t  bo r rowe r  i n  t e n s  o f  o u t s t a n d i n g  c r e d i t  ($14 
b i l l i o n  a t  t h e  end o f  June 1980). 

Deve lop i ng  Count ry  Recourse t o  I n t e r n a t i o n a l  Bond 
Marke ts  

Bond f i n a n c e  accounts  f o r  a  sma l l  f r a c t i o n  o f  d e v e l o p i n g  
c o u n t r y  e x t e r n a l  f i n a n c i n g  and i s  a v a i l a b l e  t o  o n l y  a  sma l l  
number o f  them s i  nce i n v e s t o r s  p r e f e r  e s t a b l i  shed names and, 
u n l i k e  l a r g e  banks, a r e  n o t  equipped t o  assess c o u n t r y  r i s k .  
D u r i n g  t h e  p e r i o d  1976-1979, n o n - o i l  deve lop i  ng c o u n t r i e s  
i s s u e d  bonds t o t a l  l i n g  $11 b i l l i o n ,  w h i l e  r e s i d e n t s  o f  OECD 
c o u n t r i e s  i s s u e d  o v e r  $98 b i l l i o n .  The t o t a l  r a i s e d  by 
deve lop i ng  c o u n t r i e s  dropped i n  1979 and i s  r u n n i n g  a t  a n  
even l o w e r  l e v e l  i n  1980. I s s u e s  b y  B r a z i  1 ,  h i s t o r i c a l l y  t h e  
p r i  n c i  p a l  d e v e l o l o p i  ng c o u n t r y  bo r rowe r  (a1 ong w i t h  Mexico)  
i n  t h i s  marke t ,  have dropped o f f  sha rp l y .  S i nce  1977, t h e  
n o n - o i l  deve lop i ng  c o u n t r y  share  o f  t h e  w o r l d  bond marke t  has 
d e c l i n e d  i n  eve ry  yea r .  

I m p l i c a t i o n  o f  t h e  S h i f t  i n  F i n a n c i n g  Sources 

The d rama t i c  s h i f t  f rom o f f i c i a l  t o  p r i v a t e  sources  o f  
f i nanc i  ng f o r  t h e  non-o i  1  deve lop i ng  c o u n t r i e s  has r e s u l t e d  
i n  a  c o n s i d e r a b l e  harden ing  o f  t h e  te rms o f  bor row ing ,  i .e., 
s h o r t e r  average  m a t u r i t i e s  and c o n s i d e r a b l y  h i g h e r  i n t e r e s t  
r a t e s .  The h i g h  i n t e r e s t  r a t e s  o f  r e c e n t  y e a r s  a r e  f u l l y  
r e f l e c t e d  i n  new l oans  f rom p r i v a t e  sources. I n  a d d i t i o n ,  a  
l a r g e  share  o f  t h e  o u t s t a n d i n g  s t ock  o f  l o a n s  f r a n  p r i v a t e  
f i n a n c i a l  i n s t i t u t i o n s  i s  s u b j e c t  t o  f l o a t i n g  i n t e r e s t  r a t e s  
t h a t  a r e  l i n k e d  t o  changes i n  t h e  LIBOR. 

The combined e f f e c t  o f  t h e  r a p i d  accumu la t i on  o f  n o n - o i l  
deve lop i ng  c o u n t r y  e x t e r n a l  deb t  and t h e  sharp r e l a t i v e  s h i f t  
t owa rd  r e l i a n c e  on  p r i v a t e  hank f i n a n c e  has g r e a t l y  i n c r e a s e d  
t h e  non-o i  1  deve lop i ng  c o u n t r i e s '  deb t  s e r v i c e  o b l i g a t i o n s .  
T h i s  i s  o n l y  p a r t l y  i l l u s t r a t e d  i n  t h e  290% r i s e  i n  t h e  
nominal  va lue  o f  deve lop i ng  c o u n t r y  agg rega te  deb t  s e r v i c e  
payments between 1973 and 1979, and t h e  a s s o c i a t e d  
app rox ima te l y  29% r i s e  i n  t h e i r  r a t i o  o f  deb t  s e r v i c e  



payments t o  e x p o r t s  of  goods and se r v i ces .  T h i s  i s  because 
t h e  a m o r t i z a t i o n  component o f  deb t  s e r v i c e  o b l i g a t i o n s  f o r  
much o f  t h e  deb t  c o n t r a c t e d  i n  t h e  l a t t e r  p a r t  o f  t h e  1970s 
and i n  1980 has  y e t  t o  show up  i n  s t a t i s t i c s  because o f  g r a c e  
p e r i o d s  on a m o r t i z a t i o n  payments. At t h e  same t ime ,  t h e  
r e l a t i v e l y  r a p i d  expans ion  i n  deve lop i ng  c o u n t r y  e x p o r t s  has 
p reven ted  a  sha rpe r  r i s e  i n  t h e  o v e r a l l  deb t  s e r v i c e  r a t i o .  

Some c o u n t r i e s  have a1 ready  expe r i enced  seve re  problems 
s e r v i c i  ng t h e i r  debt .  I n  1980, s i x  c o u n t r i e s  had recou rse  t o  
deb t  r e l i e f  ar rangements n e g o t i a t e d  w i t h  t h e i r  o f f i c i a l  
c r e d i t o r s .  Severa l  o t h e r s  made arrangements w i t h  p r i v a t e  
banks t o  make t h e i r  deb t  s e r v i c i n g  o b l i g a t i o n s  more 
manageable; s e v e r a l  more were i n  t h e  p rocess  o f  n e g o t i a t i n g  
s i m i l a r  arrangements w i t h  o f f i c i a l  o r  p r i v a t e  c r e d i t o r s .  
Wh i l e  p r i v a t e  banks d o  no t  have l a r g e  exposures i n  a1 1  t h e s e  
c o u n t r i e s ,  t h e  r e c e n t  t r e n d s  d i scou rage  p r i v a t e  banks f rom 
c o n t i n u i n g  t o  expand l e n d i n g  t o  t h e  n o n - o i l  deve lop i ng  
c o u n t r i e s .  

The r e c y c l i  ng p rocess  has been a  l e a d i n g  s u b j e c t  o f  
i n t e r n a t i o n a l  economic d i  scuss ions  d u r i n g  t h e  p a s t  
y e a r  --  most n o t a b l y  i n  t h e  E x e c u t i v e  Boards o f  t h e  
I n t e r n a t i o n a l  Monetary Fund ( IMF) and t h e  Wor ld Bank (IBRD), 
and i n  t h e  Task Fo rce  on  Non-Concessional Flows o f  t h e  
IBRDIIMF Development Committee. These d i s c u s s i o n s  have 
emphasized t h e  impor tance  o f  ad jus tment  e f f o r t s  b y  a l l  o i l  
i m p o r t i n g  c o u n t r i e s  i n  o r d e r  t o  q u i c k l y  r e e s t a b l i s h  a  
s u s t a i  nab le  p a t t e r n  o f  e x t e r n a l  ba lances  and f i  nanc i  ng which 
i s  cons i  s t e n t  w i t h  s a t i s f a c t o r y  economic growth.  I n  
a d d i t i o n ,  a  consensus has been reached on  hav i ng  t h e  IBRD and 
t h e  IMF p l a y  a n  i n c r e a s i n g  r o l e  i n  t h i s  process. 

I n  response,  t h e  IBRD has i n s t i t u t e d  a  n o n - p r o j e c t  
program o f  " S t r u c t u r a l  Ad jus tment  Lendi  ng" and i s  encourag ing  
g r e a t e r  energy  s e l f - s u f f i c i e n c y  among non-o i  1  deve lop i  ng 
c o u n t r i e s  . I n  p a r t i c u l a r ,  t h e  IBRD, which i s  by  f a r  t h e  
1  a r g e s t  pub1 i c  sou rce  o f  suppo r t  f o r  energy development, 
p l a n s  t o  p r o v i d e  $13 b i l l i o n  i n  l oans  f o r  energy p r o j e c t s  
t h rough  i t s  energy  l e n d i n g  program f o r  FY 1981-85 and i s  
e x p l o r i n g  t h e  p o s s i b i l i t y  o f  e s t a b l i s h i n g  a new energy  
a f f i l i a t e  t h a t  wou ld  p r o v i d e  a n  a d d i t i o n a l  $12 b i l l i o n  i n  
l e n d i n g  d u r i n g  t h e  same pe r i od .  The l e n d i n g  a c t i v i t i e s  o f  
t h e  IBRD a r e  desc r i bed  i n  g r e a t e r  d e t a i l  i n  S e c t i o n  1V.A 
below. The f o l l o w i n g  i s  a  d e s c r i p t i o n  of t h e  ad jus tmen t  
f i  nanci  ng r o l e  o f  t h e  IMF. 



R o l e  of t h e  IMF i n  t h e  C u r r e n t  Economic S i t u a t i o n  

W h i l e  p r i v a t e  f i n a n c i a l  i n s t i t u t i o n s  a r e  p r o v i d i n g  t h e  
b u l k  o f  t h e  r e s o u r c e s  and wi 11 c o n t i n u e  t o  u n d e r t a k e  t h e  
m a j o r  r e s p o n s i  h i  1  i ty  f o r  i n t e n e d i  a t e  f i n a n c i n g  between 
b o r r o w e r s  and l e n d e r s ,  t h e y  may n o t  be a b l e  o r  w i l l i n g  t o  do  
t h e  e n t i r e  j o b .  Consequent ly ,  t h e  IMF has t a k e n  t h e  
f o l l o w i n g  measures d u r i n g  t h e  p a s t  y e a r :  

- -  Access t o  IMF r e s o u r c e s  was i n c r e a s e d  s u b s t a n t i a l l y  i n  
r e c o g n i t i o n  o f  l a r g e r  f i n a n c i n g  requ i rements .  I n  
e x c e p t i o n a l  c i  rcumstances, members a r e  now a b l e  t o  
o b t a i n  u p  t o  a  c u m u l a t i v e  t o t a l  o f  600 p e r c e n t  of t h e i r  
n e w l y  i ncreased  quo ta ,  s u b s t a n t i a l  l y  more t h a n  t h e  
amount t h a t  c o u l d  be o b t a i n e d  o n l y  a  few y e a r s  ago. 

The p e r i o d  o f  a d j u s t m e n t  a s s o c i a t e d  w i t h  IMF-suppor ted 
programs was i n c r e a s e d ,  r e f l e c t i n g  t h e  more d i f f i c u l t  
1  o n g e r - t e n  s t r u c t u r a l  changes r e q u i  r e d  b y  t h e  new 
e n e r g y  r e a l i t i e s .  The IMF i s  now p r e p a r e d  t o  e n t e r  
i n t o  s u c c e s s i v e  one y e a r  programs c o v e r i  ng t h r e e  y e a r s ,  
w h i c h  wi 11 f a c i l i t a t e  more g r a d u a l ,  l e s s  d i  s r u p t i  ve, 
and  t h u s  more p o l i t i c a l  l y  a c c e p t a b l e  a d j u s t m e n t  
e f f o r t s .  

-- G r e a t e r  emphasis i s  b e i n g  p l a c e d  on  s l i p p l y  s i d e  
c o n s i d e r a t i o n s ,  p a r t i c u l a r l y  t h e  e x p a n s i o n  o f  s a v i n g s ,  
i n v e s t m e n t ,  e x p o r t s ,  and i m p o r t  s u b s t i t u t i o n  e f f o r t s  
needed t o  a d j u s t  t o  h i g h e r  r e l a t i v e  e n e r g y  c o s t s .  A t  
t h e  same t i m e ,  t h e  Fund w i l l  c o n t i n u e  t o  f o c u s  o n  
macroeconomic demand management p o l i c i e s  i n  i t s  
a d j u s t m e n t  programs. 

An i n t e r e s t  s u b s i d y  i s b e i n g  e s t a b l  i shed f o r  1  ow-i  ncome 
d e v e l o p i n g  c o u n t r i e s  t o  reduce  t h e  c o s t  o f  l o a n s  f r o m  
t h e  Supplementary F i  nanci  ng F a c i l i t y  b y  up t o  t h r e e  
p e r c e n t a g e  p o i n t s .  The s u b s i d y  w i  11 b e  f i n a n c e d  
p r i m a r i l y  f r o m  repayments o f  T r u s t  Fund l o a n s  ( t h e  
T r u s t  Fund w i l l  make i t s  f i n a l  l o a n  d i s b u r s e m e n t s  i n  
J a n u a r y  1981)  p l u s  v o l u n t a r y  c o n t r i b u t i o n s  f r o m  member 
c o u n t r i e s .  

R e f l e c t i n g  t h e s e  new p o l i c i e s ,  t h e  l e v e l  o f  IMF 
f i  nanc i  ng has i n c r e a s e d  s u b s t a n t i a l  ly. Drawi ngs on  t h e  IMF 's  
more c o n d i t i o n a l  r e s o u r c e s  n e a r l y  doub led  f r o m  1979 t o  1980. 
The Fund has s tandby  a r rangements  i n  e f f e c t  w i t h  3 8  
d e v e l o p i n g  c o u n t r i e s  as  o f  September 30, 1980. 



The Debt -Serv ic i  ng Capac i ty  o f  Developing Coun t r i es  
Ass i s ted  by t h e  U n i t e d  S ta tes  

The debt s i  t u t a t i o n s  o f  US a s s i s t e d  deve lop ing c o u n t r i e s  
va ry  g r e a t l y  f rom coun t r y  t o  count ry .  Some a r e  i n  such a  
s t r o n g  payments p o s i t i o n  t h a t  ' t hey  a r e  n e t  c r e d i t o r s  
v i s - a - v i s  t h e  Un i ted  S ta tes  (e.g., Saudi Arab ia) .  The vas t  
m a j o r i t y  o f  deve lop i  ng c o u n t r i e s  a r e   neet ti ng t h e i r  e x t e r n a l  
d e b t - s e r v i c i  ng o b l i g a t i o n s  on schedule. A  few a r e  
expe r ienc ing  severe balance o f  payments d i f f i c u l t i e s  and have 
sought debt r e l i e f .  There a r e  no s imple  i n d i c a t o r s  o f  t he  
d e b t - s e r v i c i n g  c a p a c i t y  o f  a  deve lop ing country.  Some 
c o u n t r i e s  have ve ry  h i g h  r a t i o s  o f  deb t - se rv i ce  payments t o  
expo r t s  - -  above 50 percent  - -  and a r e  considered 
c red i two r thy .  Others w i t h  r e l a t i v e l y  1  ow deb t - se rv i ce  r a t i o s  
have accumulated very  l a r g e  payments ar rears .  I n  genera l ,  
t h e  capac i t y  o f  deve lop ing c o u n t r i e s  t o  s e r v i c e  e x t e r n a l  debt 
i s  growi ng because t h e i r  economies a r e  growing and t h e i r  
expo r t  earn ings  a r e  r i s i n g ;  however, borrowi  ng by these 
c o u n t r i e s  has grown even more r a p i d l y  i n  recen t  years.  
O v e r a l l ,  c u r r e n t  t r ends  suggest t h a t  t h e  o i l - i m p o r t i n g  
deve lop i  ng c o u n t r i e s  wi 11 have g r e a t e r  d i f f i c u l t y  s e r v i c i n g  
e x t e r n a l  debt i n  t h e  f i r s t  h a l f  o f  t h e  1980s than  they  d i d  i n  
t h e  1970s. Th i s  d i f f i c u l t y  may be mani fes ted not  o n l y  i n  
payment i n t e r r u p t i o n s  but  a l s o  i n  s lower r a t e s  o f  econolnic 
growth. 

There i s  no s i n g l e  source o f  comprehensive i n f o r m a t i o n  
about t h e  ex te rna l  indebtedness o f  t h e  non -o i l  deve lop i  ng 
coun t r i es .  The Debtor  Repor t ing  System (DRS) o f  t h e  World 
Bank prov ides  d e t a i l e d  i nformat ion  about medium-term and 
long- term p u b l i c  and p u b l i  c ly-guaranteed ex te rna l  debt f o r  97 
devel  opi ng c o u n t r i  es and es t imates  o f  p r i v a t e  non-guaranteed 
debt f o r  t h e  aggregate deve lop ing wor ld  s i n c e  1970, and f o r  
44 i n d i v i d u a l  developing c o u n t r i e s  s i n c e  1973. The main  
co~nponents o f  deve lop ing coun t r y  debt which a r e  n o t  covered 
i n t h e  DRS and a r e  excluded f rom t h i s  r e p o r t  a n a l y s i s  are:  
( a )  c e r t a i n  m i l i t a r y  debt  which i s  no t  r e p o r t e d  o r  d isc losed;  
(b )  repayment o b l i g a t i o n s  v i s - a - v i s  t h e  IMF which a r e  
excluded f rom most debt  analyses because o f  t h e i  r monetary 
charac ter ;  and ( c )  sho r t - t e rm debt,  b o t h  p u b l i c  and p r i v a t e .  

The amount o f  p u b l i c  and pub l i c l y -gua ran teed  e x t e r n a l  
debt  ( d i  sbursed) w i t h  o r i g i n a l  m a t u r i t i e s  g r e a t e r  t han  one 
yea r  rose f rom $76 b i  1  l i o n  t o  $255 b i l  l i o n  between 1973 and 
1979 f o r  t h e  92 non -o i l  deve lop ing c o u n t r i e s  covered i n  t h e  
DRS. Compounded annual l y ,  t h i s  corresponds t o  an average 
annual r a t e  o f  increase o f  22 percent .  I n  a d d i t i o n ,  



es t imated  p r i v a t e  non-guaranteed debt  r ose  f r o n  $24 b i l l i o n  
t o  $68 b i l l i o n  d u r i n g  t h e  same p e r i o d ,  f o r  an average annual  
r a t e  o f  i n c r e a s e  o f  19 percent .  I n  1979, e l e v e n  n o n - o i l  
d e v c l o p i  ng c o u n t r i e s  t h a t  a r e  m a j o r  e x p o r t e r s  o f  manufac tu res  
accounted f o r  t h e  l a r g e s t  share o f  t o t a l  debt  - -  about  53 
pe rcen t ;  B r a z i l  a l o n e  accounted f o r  20 percent .  (See Table 
I I .C.2) I n  gene ra l ,  t h e  c o u n t r i e s  i n  t h i s  group have t h e  
c a p a c i t y  t o  s e r v i c e  l a r g e  amounts o f  e x t e r n a l  debt .  The 
non-oi 1  d e v c l o p i  ng c o u n t r i e s  w i t h  t h e  l o w e s t  p e r  c a p i t a  
incomes account  f o r  a  r e l a t i v e l y  sma l l  sha re  o f  t o t a l  deb t ;  
however, t h e i r  s t ock  o f  deb t  i s  q u i t e  h i g h  r e l a t i v e  t o  t h e i r  
economic s i z e  and c a p a c i t y  t o  s e r v i c e  debt .  

3 1  
D u r i n g  t h e  p e r i o d  1973-1979, t h e  r a t i o  o f  e x t e r n a l  deb7 

t o  GDP f o r  n o n - o i l  deve lop ing  c o u n t r i e s  r ose  f r a n  18 p e r c e n t  
t o  24 pe rcen t  and t h e  r a t i o  o f  e x t e r n a l  deb t  o u t s t a n d i n g  t o  
e x p o r t s  o f  goods and s e r v i c e s  r o s e  f rom 92 t o  101 percent .  
The l a t t e r  r a t i o  i/ r o s e  p a r t i c u l a r l y  s h a r p l y  f o r  t h e  l o w  
i ncome deve lop ing  c o u n t r i e s ,  f r om 136 pe rcen t  t o  202 p e r c e n t  
d u r i n g  t h e  same pe r i od .  

Du r i ng  t h e  p e r i o d  under  rev iew,  debt  s e r v i c e  payments 
i nc reased  f r om $15 m i l l i o n  t o  $60 m i l l i o n ,  r e p r e s e n t i n g  a  
canpounded average annual g rowth  r a t e  o f  26 pe rcen t  compared 
w i t h  a  21 pe rcen t  annual r a t e  o f  i n c r e a s e  i n  t h e  t o t a l  s t ock  
o f  o u t s t a n d i n g  debt .  Debt s e r v i c e  payments grew f a s t e r  t han  
t h e  s tock  o f  deb t  because o f  t h e  s h i f t  t owa rd  bo r row ing  f r om 
p r i v a t e  sources and t h e  h i g h e r  LIROR r a t e s  on  p r i v a t e  
bo r row ing  t h a t  p r e v a i l e d  i n t h e  l a t t e r  p a r t  o f  t h e  pe r i od .  
The t r e n d  i n  t h e  debt  s e r v i c e  r a t i o ,  t h e  r a t i o  o f  deb t  
s e r v i c e  payments ( p r i n c i p a l  p l u s  i n t e r e s t  on  medium-term and 
l ong - te rm  d e b t )  t o  f o r e i g n  exchange ea rn ings  f rom e x p o r t s  o f  
goods and s e r v i c e s ,  was d i s t i n c t l y  upward f o r  t h e  n o n - o i l  
deve lop i  ng c o u n t r i e s ,  b o t h  f o r  a m o r t i z a t i o n  and i n t e r e s t  
payments. Tab le  II.C.3 provSdes d e b t - s e r v i c e  r a t i o s  f o r  
t h i r t y  o f  t h e  non -o i l  deve lop ing  c o u n t r i e s  t h a t  have t h e  
l a r g e s t  amounts o f  deb ts .  

3 1  - 
I n c l u d e s  p u b l i c ,  p u b l i c l y - g u a r a n t e e d  and p r i v a t e  non- 
guaranteed debt. 

4 1  - 
I n c l u d e s  o n l y  p u b l i c  and p u b l i  c l y -gua ran teed  debt .  



TABLE II.C.2 

MAJOR DEBTOR COUNTRIES AMONG THE NON-OIL DEVELOPING COUNTRIES 

AT THE END OF 1979* 

TOTAL DEBT ( $  b i  1 1 i on) 

Country 

B raz i  1 
Mexico 
Spain 
I n d i a  
Korea 
Yugoslavia 
Argent ina  
I s r a e l  
Turkey 
Egypt 
Pak i s tan  
C h i l e  
Peru 
Greece 
P h i l i p p i n e s  
Morocco 
Po r tuga l  
Za i r e  
I v o r y  Coast 
Tha i land 
Colombia 
Malaysia 
Taiwan 
Tun is ia  

Subgroup 

(M.M.) 
(N.E. ) 
(N.I.) 
(M.M.) 
(M.M.) 
(M.M.) 
(#. M. ) 
(M.M. ) 
(N. I . )  
(N.E.) 
(L  
(N. I . )  
(N.E. ) 
(M.M.) 
(N.I.) 
(N.I.) 
(M.M.) 
( L )  
(N. I . )  
(N.I.) 
(N. I .) 
(N.E.) 
(N.I.) 
(N.E.) 

Medium and long-term p u b l i c  and p r i v a t e  non-guaranteed debt ,  d isbursed f o r  
a1 1 c o u n t r i e s  except f o r  Egypt ( p u b l i c  debt  on ly ) .  Coun t r i es  a r e  l i s t e d  i n  
rank order.  L e t t e r s  i n  parentheses denote t h e  f o l l o w  subgroup w i t h i n  t h e  
non -o i l  LDCS: Net o i l  expor ters  (N.E. ) ;  ma jo r  expo r te rs  o f  manufactures 
(41.M.); l ow  income c o u n t r i e s  (L ) ;  and o t h e r  ne t  o i l  impor te rs  (N. I . )  



TABLE IV.C.3 

MATRIX OF DEBT-SERVICE RATIOS FOR 30 NON-OIL DEVELOPING COUNTRIES, 1979' 

DEBT- 
SERVICE 0 - 10% 11 - 20% 21 - 30% above 31% 

RATIO 

NET OIL MLAYSIA 5% EYGPT 16% BOLIVIA 30% KXICO 71% 
EXPORTERS TRINIDAD TUNISIA 16% 

h TOBAGO 2% 

MAJOR EXPORTERS 
OF MANUFACTURES SINGAPORE 2% ISRAEL 16% ARGENTINA 26% BRAZIL (61%) 

LW l R C V M t  
DEVELOPING 
COUNTRIES 

BANGLADESH 11% BURMA 25% SUDAN 33% 
PAKISTAN 12% 
KENYA 15% 

OTHER NET OIL GHANA 5% COLOMBIA 14% PHILIPPINES 23% COSTA RICA 35% 
EXPORTERS GUATEMALA 5% THAILAND 14% DOMINICAN CHILE 39% 

TAIWAN 4% TURKEY 14% REPUBLIC 23% 

'Debt-service r a t i o  conputed by d i v i d i n g  t o t a l  p u b l i c  and p r i v a t e  n;n-guaranteed debt s e r v i c e  f r a n  
1980 World Debt Tables (IBRD) by sum o f  "merchandise: expor t  f.0.b. and " o t h e r  goods, s e r v i c e s  and 
incane:  c r e d i t "  frm I n t e r n a t i o n a l  F inanc ia l  S t a t i s t i c s ,  Volume 33. No. 12 (IMF). 



While t h e  debt s e r v i c e  r a t i o  i s  a  h i g h l y  i m p e r f e c t  
measure o f  a  c o u n t r y ' s  debt  s e r v i c e  hurden, t h i s  upward t r e n d  
i s  a  m a t t e r  o f  concern f o r  two reasons. F i r s t ,  i f  non -o i l  
deve lop ing c o u n t r i e s  expo r t  earn ings  grow r e l a t i v e l y  s l o w l y  
i n  t h e  next  several  yea rs  -- a s  i n d i c a t e d  i n  va r i ous  
p r o j e c t i o n s  - -  debt s e r v i c e  payments wi 11 preempt a  l a r g e r  
share  o f  t h e  f o r e i g n  exchange a v a i l a b l e  t o  t h e  non-o i l  
deve lop i  ng count r ies .  'rhi s  means t h a t  these c o u n t r i e s  wi 11 
have l e s s  f o r e i g n  exchange t o  purchase c a p i t a l  good impor t s  
necessary t o  expand t h e i r  p roduc t i ve  capac i ty .  Second, t h e  
low-income developing coun t r i es ,  which g e n e r a l l y  a r e  l e a s t  
a b l e  t o  bear heavy debt  s e r v i c i  ng burdens, exper ienced t h e  
sharpest  r i s e  i n  t h e i r  aggregate debt s e r v i c e  r a t i o  over  t h e  
1973-1979 p e r i o d  o f  a1 1  non-oi 1  deve lop ing coun t r y  subgroups. 
As a  r e s u l t ,  t h e  low- i  ncome deve lop ing c o u n t r i e s  now have an 
aggregate debt  s e r v i c e  r a t i o  which i s  w e l l  above average f o r  
t h e  non-o i l  deve lop ing count r ies .  - 5/ 

The US Government Stake 

The US Governnent i s  t h e  s i n g l e  l a r g e s t  source o f  c r e d i t  
t o  t h e  deve lop ing coun t r i es ,  a f t e r  t h e  World Bank group. As 
o f  September 30, 1979, 96 deve lop ing c o u n t r i e s  ( b o t h  non -o i l  
and o i l  e x p o r t i n g )  owed t h e  Un i ted  S ta tes  $41.8 b i l l i o n .  
T h i s  indehtedness i s  h i g h l y  concent ra ted i n  seven c o u n t r i e s  
which toge the r  account f o r  more than  h a l f  t h e  t o t a l :  I s r a e l  
($6.1 b i l l i o n ) ,  I n d i a  ($3.4 m i l l i o n ) ;  Egypt ($3 b i l l i o n ) ;  
Pak i s tan  ($2.6 b i l l i o n ) ;  B r a z i l  ($2.3 b i l l i o n ) ,  Turkey ($2.3 
b i l l i o n )  and Indones ia  ($2.2 b i l l i o n ) .  Among t h i s  group o f  
c o u n t r i e s ,  o n l y  Turkey i s  now e x p e r i  enci  ng s e r i o u s  debt  
s e r v i c i n g  problems. 

Debt Reschedul i ng Opera t ions  i n  1980 

Whi le  t h e  vas t  m a j o r i t y  o f  deve lop ing c o u n t r i e s  were 
a b l e  t o  meet t h e i r  ex te rna l  debt s e r v i c e  o b l i g a t i o n s  i n  1980, 
a  smal l  group o f  c o u n t r i e s  were compelled t o  seek debt  r e l i e f  
f rom o f f i c i a l  o r  p r i v a t e  c r e d i t o r s ,  o r  both. I n  responding 

5  / - 
The o t h e r  non -o i l  deve lop ing coun t r y  subgroup t h a t  has an 
above average debt  s e r v i c e  r a t i o  i s  t h e  ne t  o i l  expo r te rs  
whose economic prospects  are,  on t h e  whole, r e l a t i v e l y  
b e t t e r  than t h e  non-o i l  deve lop ing c o u n t r i e s  as  a  group. 



t o  requests, t h e  US Goverrment adhered t o  t h e  d e b t - r e l i e f  
p o l i c y  f o r m a l l y  adopted i n  1978. There a r e  f o u r  key elements 
t o  t h i s  p o l i c y :  (a)  such r e l i e f  i s  an e x t r a o r d i n a r y  measure 
taken  when a  debtor  coun t ry  faces a  s i t u a t i o n  o f  imminent 
d e f a u l t ;  (b)  t he  US Government w i l l  o n l y  p a r t i c i p a t e  i n  debt 
r e l i e f  nego t ia t i ons  a f t e r  t h e  debtor  count ry  has adopted an 
economic s t a b l i  z a t i o n  program--noma1 l y  supported by t h e  
IMF -- t h a t  addresses i t s  under l y ing  problems; ( c )  t he  debt 
reschedul ing  n e g o t i a t i o n s  should be c a r r i e d  ou t  i n  a  
m u l t i l a t e r a l  contex t  t o  ensure e q u i t a b l e  burden-shar ing among 
o f f i c i a l  c r e d i t o r s ;  and ( d )  t he  deb to r  coun t ry  r e c e i v i n g  debt 
r e l i e f  must not  d i s c r i m i n a t e  aga ins t  t h e  Uni ted S ta tes  and 
o t h e r  p a r t i c i p a t i n g  governments i n  f a v o r  o f  o t h e r  ca tego r ies  
o f  c r e d i t o r s .  

Dur ing 1980 t h e  Un i ted  S ta tes  p a r t i c i p a t e d  i n  t h r e e  
m u l t i l a t e r a l  debt reschedul ing  operat ions.  The deb to r  
c o u n t r i e s  i nvo l ved  were S i e r r a  Leone, Turkey, and L i b e r i a .  

The Un i ted  Sta tes  and s i x  o t h e r  o f f i c i a l  c r e d i t o r s  met 
i n  P a r i s  i n  February 1980, t o  cons ider  S i e r r a  Leone's request  
f o r  debt r e l i e f .  The amounts rescheduled by c r e d i t o r s  
i n c l u d e d  a r r e a r s  as o f  J u l y  1, 1979, and c e r t a i n  debt s e r v i c e  
o b l i g a t i o n s  f a l l i n g  due d u r i n g  t h e  p e r i o d  o f  J u l y  1, 1979 t o  
October 31, 1980, t o t a l l i n g  $18.4 m i l l i o n .  I n  a d d i t i o n ,  
c r e d i t o r s  agreed t o  extend t h e  reschedul ing  t o  o b l i g a t i o n s  
f a l l i n g  due d u r i n g  t h e  p e r i o d  Novmber 1, 1980 t o  December 31, 
1981, con t i ngen t  on S i e r r a  Leone's o b t a i n i n g  access t o  
a d d i t i o n a l  INF resources under a  standby arrangement. 

The repayment p e r i o d  f o r  rescheduled p r i  nc i  pa 1  and 
i n t e r e s t  was 12 years,  i n c l u d i n g  a  grace pe r iod  o f  6 years. 
The Un i ted  Sta tes  d i d  not  conclude a  b i l a t e r a l  agreement w i t h  
S i e r r a  Leone because t h e  amount o f  t h e  payments sub jec t  t o  
reschedul ing  f a l l i n g  due i n  each o f  t h e  two c o n s o l i d a t i o n  
pe r iods  was expected t o  be l e s s  than t h e  minimum amount 
e s t a b l i  shed i n t h e  m u l t i l a t e r a l  agreement. 

F o r  t h e  t h i r d  consecut ive year,  Tu rkey ' s  p r i  nc i  pa l  
o f f i c i a l  c r e d i t o r s  met i n  P a r i s  on June 17, 18, and 19, and 
aga in  on J u l y  22 and 23, 1980, t o  cons ider  a  Tu rk i sh  request 
f o r  debt r e l i e f .  The c r e d i t o r s  agreed t o  an unusua l l y  
comprehensive mu1 t i  1 a t e r a l  reschedul ing  agreement. The terms 
o f  t he  reschedul ing  were j u s t i f i e d  by t h e  severe economic and 
f i n a n c i a l  d i f f i c u l t i e s  f a c i n g  t h e  country,  and by  t h e  
fa r - reach i  ng econmi  c  recovery  program undertaken by a  new 
T u r k i s h  government i n  January 1980 and supported by  a n  IMF 



standby agreement approved i n  June 1980. The c r e d i t o r s  
agreed t o  reorgan ize 90 percent  o f  debt se rv i ce  payments 
fa1  li ng due between J u l y  1, 1980 and June 30, 1981. 
Condi t ioned upon Turkey 's  c o n t i  nued implementat ion o f  i t s  
t h r e e  yea r  IMF agreement, t h e  c r e d i t o r s  a l s o  agreed t o  
reschedule on rough ly  s i m i l a r  terms debt  se rv i ce  payments 
f a 1  li ng due between J u l y  1, 1981 and June 30, 1982 and 
between J u l y  1, 1982 and June 30, 1983. The repayment p e r i o d  
on amounts rescheduled i s  10 years,  i nc lud i  ng 5 yea rs  o f  
grace. Arrears,  as  o f  June 30, 1980, on p r i n c i p a l  and 
i n t e r e s t  payments r e l a t i n g  t o  b o t h  sho r t  and l o n g - t e n  debt 
were a l s o  rescheduled. I n  l i g h t  o f  t h e  extreme debt s e r v i c e  
burden, t h e  c r e d i t o r s  a1 so agreed t o  p rov ide  debt r e l i e f  on 
s i m i l a r  terms f o r  c e r t a i n  a r r e a r s  and payments f a l l i n g  due 
under t h e  1978 and 1979 reschedul ing  agreements. 

Representa t ives  o f  t h e  Uni ted S ta tes  and seven o t h e r  
c r e d i t o r s  met i n  P a r i s  (on December 18-19, 1980) t o  nego t ia te  
a  debt  r e l i e f  arrangement w i t h  t h e  Government o f  L i b e r i a .  
The c red i  t o r  c o u n t r i e s  agreed t o  p rov ide  debt re1 i e f  wi t h  
respect  t o  90 percent  o f  t h e  payments o f  p r i n c i p a l  and 
i n t e r e s t  due and unpaid between J u l y  1, 1980 and December 31, 
1981. The amount o f  debt r e l i e f  granted by  t h e  p a r t i c i p a t i n g  
c o u n t r i e s  was about $16 m i l l i o n .  The Government o f  L i b e r i a  
agreed t o  repay t h e  amount i n  n i  ne years  i n c l u d i n g  a  grace 
p e r i o d  o f  f o u r  years. 



1I.D. PRIVATE DIRECT INVESTMENT 

US Investment P o l i c y  

Investment f lows t o  developing c o u n t r i e s  a r e  an 
impor tan t  aspect o f  development p o l i c y  because p r i v a t e  
c a p i t a l  t r a n s f e r s  s u b s t a n t i a l l y  supplement o the r  forms o f  
resource t r a n s f e r .  Moreover, such t r a n s f e r s  can c o n t r i b u t e  
t o  e n t i r e l y  d i f f e r e n t  aspects o f  development than those 
prov ided by o f f i c i a l  a id ,  i n c l u d i n g  expansion o f  i n d u s t r y  and 
employment, technology a c q u i s i t i o n ,  and o t h e r  bene f i t s  
de r i ved  f rom t h e  output  o f  f i n a l  goods and serv ices ,  
p a r t i c u l a r l y  i n t h e  resource, i n d u s t r i a l  , and s e r v i c e  
sectors .  

The fundamental t e n e t  under l y ing  US p o l i c y  i s  t h a t  
i n t e r n a t i o n a l  investment wi 11 general l y  r e s u l t  i n  t h e  most 
e f f i c i e n t  a1 l o c a t i o n  o f  economic resources i f  i t  i s  a1 lowed 
t o  f l o w  accord i  ng t o  market forces.  However, t h e  US 
Government prov ides a p p r o p r i a t e  ass is tance t o  those 
deve lop ing c o u n t r i e s  w ish ing  t o  a t t r a c t  f o r e i g n  d i r e c t  
investment i n  an a t tempt  t o  a s s i s t  them i n  a c c e l e r a t i n g  t h e i r  
development. Assistance i n  t h i s  area i s  prov ided on a  
b i l a t e r a l  bas i s  through t h e  Overseas P r i v a t e  Investment 
Corpo ra t i on  (OPIC) , a US Government co rpo ra t i on ,  and on a  
mu1 t i  l a t e r a l  bas i s  through t h e  I n t e r n a t i o n a l  F i  nance 
Corpora t ion  ( IFC),  a  World Bank a f f i l i a t e .  DPIC prov ides 
p o l i t i c a l  r i s k  insurance and f i n a n c i n g  t o  US i n v e s t o r s  i n  
developing count r ies .  The IFC makes l oan  and e q u i t y  
i nvestments i n  deve lop ing count ry  p r o j e c t s ,  o f t e n  se rv ing  a s  a  
c a t a l y s t  i n secur ing d i ve rse  sources o f  p r o j e c t  f i  nance. 
(More i n f o r m a t i o n  on t h e  IFC and OPIC i s  prov ided i n  sec t i ons  
1V.A and I V . D ,  r espec t i ve l y . )  

US D i r e c t  Investment 

The US p r i v a t e  d i r e c t  investment p o s i t i o n  abroad has 
increased 155 percent  from a t o t a l  o f  $75.5 b i l l i o n  i n  1970 
t o  $192.6 b i  1  l i o n  i n  1979. Investment i n  developing 
c o u n t r i e s  increased f rom $19.2 b i l l i o n  i n  1970 t o  $47.8 
b i l l i o n  i n  1979 (149 pe rcen t )  w h i l e  investment i n  developing 
c o u n t r i e s  increased f rom $51.8 b i l l i o n  t o  $137.9 b i l l i o n  (166 
percent )  over t h e  same per iod.  



I n  1979 e i g h t  deve lop ing c o u n t r i e s  (Argent ina ,  B r a z i l  , 
Mexico, Panama, Peru, Venezuela, Indonesia,  and P h i l i p p i n e s )  
accounted f o r  $23.6 b i l l i o n  o f  d i r e c t  investment i n  
deve lop ing c o u n t r i e s  (62.4 percent ) .  ( T h i s  excludes t a x  
havens i n  t h e  Caribbean.) Investment i n  Argent ina,  B r a z i l  , 
Mexico, and Venezuela accounted f o r  60 percent  o f  US 
investment i n  t h e  manufactur ing s e c t o r  i n  deve lop ing 
coun t r i es .  

Dur ing  t h e  1970-79 pe r i od ,  US investment , exc lud ing  
inves tment  i n  t h e  pet ro leum sec to r ,  grew a t  an average annual 
r a t e  o f  29 percent  i n  deve lop ing c o u n t r i e s  w h i l e  i t  grew a t  a  
r a t e  o f  16 percent  i n  developed coun t r i es .  

The annual growth i n  US d i r e c t  investment abroad has been 
dominated by r e t a i n e d  earn ings  o f  f o r e i g n  a f f i l  i a t e s  r a t h e r  
t h a n  new c a p i t a l  t r a n s f e r s  f rom t h e  Un i ted  States. For  t h e  
1972-78 pe r i od ,  r e t a i n e d  earn ings  f rom a l l  investments 
supp l i ed  ove r  71 percent  o f  t h e  t o t a l  growth; i n  deve lop ing 
c o u n t r i e s ,  r e t a i n e d  earn ings  c o n t r i b u t e d  50 percent  o f  t h e  
t o t a l  growth. 

S ince t h e  r a t e  o f  growth o f  US d i r e c t  investment abroad 
depends on a  combinat ion  o f  domestic and i n t e r n a t i o n a l  
economic and p o l i t i c a l  f a c t o r s ,  f u t u r e  increases a r e  
d i f f i c u l t  t o  p r e d i c t .  Given a  favo rab le  environment, US 
d i r e c t  investment can be expected t o  con t i nue  t o  grow. 

Fo re ign  D i r e c t  Investment by Other  Count r ies  

There have been s i g n i f i c a n t  developments i n  t h e  type,  source, 
and 1  o c a t i o n  o f  i n t e r n a t i o n a l  d i r e c t  investment by o t h e r  
devel  oped c o u n t r i e s  over  t h e  past  decade. 

Other  c o u n t r i e s '  exper iences are  s i m i l a r  t o  t h a t  o f  t h e  
U n i t e d  Sta tes ,  i n  t h a t :  

- -  t h e r e  has been a  r a p i d  increase o f  f o r e i g n  d i r e c t  
investment,  bo th  i n  abso lu te  terms and i n  co~npar ison t o  
o t h e r  economic aggregates; and, 

- -  t h e r e  i s  a  c o n c e n t r a t i o n  o f  f o r e i g n  d i r e c t  investment 
i n  a  r e l a t i v e l y  small number o f  deve lop ing coun t r i es .  



I n  a d d i t i o n ,  Un i ted Sta tes  and developed count ry  
exper ience shows : 

-- changes i n  t h e  forms and f i n a n c i n g  o f  investment (i.e., 
investment f o r  reg iona l  o r  wor ldwide markets r a t h e r  
t h a n  o n l y  l o c a l  markets, raw m a t e r i a l s  processing i n  o r  
near t h e  source country,  and j o i n t  ventures);  

-- a  growing i n t e r e s t  by small and medium s i z e  f i n s  i n  
i n v e s t i n g  abroad; 

--  a  s h i f t  away from investment i n  t h e  e x t r a c t i v e  sec to r  
towards more i nvestment i n  t h e  s e r v i c e  sector ;  and, 

-- i n t e r e s t  i n  new (i.e., non-equ i ty )  modes o f  f o r e i g n  
d i r e c t  investments. 

Some o f  t h e  more advanced o f  t h e  developing c o u n t r i e s  
a r e  p lay ing  an increased r o l e  as s u p p l i e r s  o f  f o r e i g n  d i r e c t  
investment. I n d i a ,  Korea, Mexico, B r a z i l ,  Argent ina,  and t h e  
P h i l  i ppines a re  among t h e  most ac t i ve .  As these and o t h e r  
developing c o u n t r i e s  g a i n  g rea te r  f a m i l i a r i t y  w i t h  overseas 
investment,  a t t i t u d e s  as hosts t o  f o r e i g n  d i r e c t  investment 
cou ld  become more favorable.  

B i l a t e r a l  Investment T r e a t i e s  

I n  response t o  i n t e r e s t  i n  t h e  Congress and t h e  business 
communi ty and i n f l  uenced by t h e  exper ience o f  o t h e r  developed 
coun t r i es ,  t h e  Uni ted Sta tes  has r e c e n t l y  been cons ider ing 
i n i t i a t i n g  a  b i l a t e r a l  investment t r e a t y  program. The focus 
o f  a  b i l a t e r a l  investment t r e a t y  i s  subs tan t i a l  l y  narrower 
than a  t r e a t y  o f  f r i e n d s h i p ,  commerce, and n a v i g a t i o n  (FCN) 
i n  t h a t  t h e  b i l a t e r a l  investment t r e a t y  i s  d i r e c t e d  s o l e l y  a t  
i nvestment matters.  The b i  1  a t e r a l  investment t r e a t y  would be 
o f f e r e d  t o  se lec ted  developing c o u n t r i e s  as a  means t o  
p rov ide  a  more s t a b l e  c l i m a t e  f o r  US p r i v a t e  d i r e c t  
investment. The Uni ted Sta tes  i s  cons ide r ing  beg inn ing an 
a c t i v e  program o f  n e g o t i a t i o n  i n  1981. 



The UN Code o f  Conduct 

The UN Commission on Transnat iona l  Corporat ions,  meet ing 
i n  Lima, Peru i n  1976, agreed t o  g i v e  "h ighes t  p r i o r i t y "  
among i t s  va r ious  tasks  t o  t h e  f o r m u l a t i o n  o f  a  Code o f  
Conduct. For t h i s ,  t h e  Commission es tab l i shed  an 
Intergovernmental  Working Group (IGWG) which began i t s  work 
i n  1977. Since then work on t h e  Code has progressed s low ly ,  
r e f l e c t i n g  t h e  complex i ty  o f  t h e  issues invo lved.  

Dur ing  t h e  f i r s t  h a l f  o f  1980, t h e  IGWG began t h e  ac tua l  
d r a f t i n g  o f  code paragraphs. It completed work on about 25 
p r o v i s i o n s  which e s s e n t i a l l y  concern t h e  a c t i v i t i e s  o f  
t r a n s n a t i o n a l  corpora t ions.  Some p rov i s ions  a r e  h e a v i l y  
c o n t r o v e r s i a l ;  o the rs  a r e  l e s s  so. Agreement eluded the  IGWG 
a l t o g e t h e r  on a  few p rov i s ions ;  and c o n s i d e r a t i o n  o f  
con ten t i ous  paragraphs i n c l u d i n g  t h e  r o l e  o f  home s t a t e s  i n  
p r o t e c t i n g  t h e  i n t e r e s t s  o f  i nves to rs  was s imply defer red.  

As t h e  IGWG c o u l d  not  complete i t s  work on t h e  d r a f t  
Code, t h e  Commission, a t  i t s  s i x t h  session June 23-Ju ly  4 i n  
Mexico C i t y ,  recommended t o  t h e  UN Economic and Soc ia l  
Counci l  (ECOSOC) t h a t  t h e  IGWG be au tho r i zed  t o  h o l d  t h r e e  
more sessions i n  o rde r  t o  complete work on t h e  Code be fo re  
t h e  Commission's seventh session i n  June 1981. The 
Commission a l s o  approved a  r e s o l u t i o n  a f f i r m i n g  t h a t  t h e  code 
should i nc lude ,  i n t e r  a l i a ,  p r o v i s i o n s  r e l a t i n g  t o  t h e  
t reatment  o f  t r a n s n a t i o n a l  corpora t ions,  j u r i s d i c t i o n ,  and 
o t h e r  ma t te rs  (i.e., n a t i o n a l i z a t i o n  and compensation). Th i s  
recommendation i s  s i g n i f i c a n t  i n  t h a t  i t  i s  t h e  f i r s t  t ime 
t h e  Group o f  77 and t h e  Eastern European c o u n t r i e s  have 
agreed t h a t  t h e  code should i n c l u d e  p rov i s ions  on t h e  
t reatment  by host  governments o f  t r a n s n a t i o n a l  corpora t ions.  
ECOSOC adopted bo th  recommendat ions  a t  i t s  second r e g u l a r  
(summer) session. 

The Un i ted  Sta tes  b e l i e v e s  t h a t  t h e  proposed code 
should: 

-- be vo lun ta ry  i n  nature,  though a  broad range o f  
c o n s u l t a t i v e  mechanisms may be poss ib le ;  

--  be a p p r o p r i a t e l y  balanced i n  re fe rence  t o  t h e  
r e s p o n s i b i l i t i e s  o f  governments and f i r m s ;  

- -  no t  d i  scr imate  between o r  m u l t i n a t i o n a l  e n t e r p r i s e s  and 
domestic f i r m s ;  



-- p r o v i d e  t h a t  t r a n s n a t i o n a l  co rpo ra t i ons  be g i v e n  
e q u i t a b l e  t rea tment  i n  accordance w i t h  i n t e r n a t i o n a l  
1 aw; 

-- app l y  t o  a1 1  e n t e r p r i s e s  whether t h e i r  ownership i s  
p r i v a t e ,  government, o r  mixed; and, 

--  be  nego t i a ted  independent ly  o f  t h e  I 1  1  i c i t  Payments 
T r e a t y  i n  r e c o g n i t i o n  o f  t h e  d i f f e r e n t  stages o f  
p repa ra t i on ,  na ture ,  and coverage. 

I n  October, t h e  IGWG met and d r a f t e d  p r o v i s i o n s  c o v e r i n g  
consumer p r o t e c t i o n ,  t h e  environment and i n f o r m a t i o n  
d i s c l o s u r e  t o  t h e  p u b l i c .  



1I.E. NORTH-SOUTH DIALOGUE -- DEFINING AN AGENDA FOR THE 80s 

Background 

The North-South d ia logue i s  a  te rm used t o  desc r ibe  a  
vast  range o f  d iscuss ions and nego t ia t i ons  focused on 
proposal s  made by developed ( t h e  Nor th)  and devel op i  ng ( t h e  
South) c o u n t r i e s  i n  many mu1 t i  l a t e r a l  forums, p r i m a r i l y  
w i t h i n  t h e  Un i ted  Nat ions system. 'rhi s  d ia logue represents  
t h e  main d i p l o m a t i c  process by  which t h e  wor ld  community -- 
r i c h  and poor c o u n t r i e s  a l i k e  -- i s  t r y i n g  t o  adapt t h e  
g loba l  economic system t o  i t s  changing needs and t o  
chal  l e n g i  ng new economic cond i t i ons .  It should be viewed 
aga ins t  t h e  background o f  t h e  work o f  t h e  spec ia l i zed  
m u l t i l a t e r a l  i n s t i t u t i o n s  and t h e  US b i l a t e r a l  r e l a t i o n s h i p  
w i t h  deve lop ing count r ies .  

The d ia logue has a  d i s t i n c t  b i p o l a r  cha rac te r  w i th ,  i n  
essence, t h e  i n d u s t r i a l  c o u n t r i e s  o f  t h e  OECD on one s i d e  and 
deve lop ing c o u n t r i e s  on t h e  other.  (The Sov ie t  Union and i t s  
a l l i e s  have stayed a1 oof ,  responding t o  t h e  developing 
c o u n t r i e s  o n l y  o c c a s i o n a l l y  when they  have seen o p p o r t u n i t i e s  
t o  "score  p o i n t s "  a t  t h e  expense o f  t h e  West w i t h  no c o s t  t o  
themselves. The communist c o u n t r i e s  respond t o  t h e  growi ng 
pressures t o  be more responsive t o  t h e  Summit problems w i t h  
t h e  c l a i m  t h a t  those problems a r e  t h e  r e s u l t  o f  c o l o n i a l i s m  
and c a p i t a l  ism and, t h e r e f o r e ,  a r e  t h e  s o l e  r e s p o n s i b i l i t y  o f  
t h e  West.) 

The South -- t h e  deve lop ing c o u n t r i e s  -- a r e  ex t remely  
d iverse.  They i n c l  ude not  on1 y t h e  w o r l d ' s  poorest  
coun t r i es ,  1  i ke Bangladesh, bu t  a1 so t h e  w o r l d ' s  r i c h e s t ,  t h e  
members o f  t h e  Organ izat ion  o f  Petroleum Expor t i ng  Count r ies  
(OPEC). There a r e  d o c t r i n a i r e  Marx i s t  s t a t e s  l i k e  Cuba and 
t h r i v i n g  bas t i ons  o f  l a i s s e z - f a i r e  economics 1  i k e  Singapore. 
P o l i t i c a l  a l ignments a r e  e q u a l l y  d i ve rse ,  bu t  membership i n  
t h e  Non A l i  gned Movement i s  widespread among t h e  c o u n t r i e s  o f  
t h e  South. The i r  common bond i s  t h e  c o n v i c t i o n  t h a t  t h e i r  
s t r e n g t h  i n  n e g o t i a t i n g  w i t h  t h e  Nor th  l i e s  i n  t h e i r  u n i t y .  
So f a r ,  ClPEC has used t h i s  pe rcep t ion  t o  d e f l e c t  a c t i o n  
aga ins t  i t  by deve lop ing c o u n t r i e s  bad ly  h i t  by  o i l  p r i c e  
increases,  a rgu ing  t h a t  t hey  can w i e l d  t h e i r  " o i l  weapon" f o r  
t h e  b e n e f i t  o f  a1 1  developing count r ies .  Th i s  argument, 
however, i s wearing t h i n .  Recent o i  1  p r i c e  i ncreases have 
f u r t h e r  d imi n ished t h e  development prospects of non-oi 1  



producing developing c o u n t r i e s  b u t  much 1  a r g e r  OPEC coun t ry  
surp luses have not  r e s u l t e d  i n  s u b s t a n t i a l  l y  expanded OPEC 
a s s i  stance. Thus, some non-oi 1  deve lop i  ng c o u n t r i e s  a r e  now 
argu ing,  sometimes openly i n  UN f o r a ,  f o r  g r e a t e r  and more 
open d i scuss ion  o f  energy i ssues as they  r e l a t e  t o  
development. 

The organi  z a t i  onal mechanism t h a t  o rches t ra tes  t h e  u n i t y  
among t h e  deve lop ing c o u n t r i e s  i s  t h e  so c a l l e d  Group o f  
77 - -ac tua l l y  some 115 deve lop ing count r ies .  The Group o f  77 
operates, i n  e f f e c t ,  a s  a  deve lop ing count ry  caucus i n  t h e  1IN 
system. The need t o  ma in ta in  t h i s  u n i t y  o f t e n  leads some 
deve lop ing c o u n t r i e s  i n t o  o p p o s i t i o n  t o  t h e  Un i ted  S ta tes  i n  
m u l t i l a t e r a l  o rgan iza t i ons  d e s p i t e  c l o s e  b i l a t e r a l  
r e l a t i o n s .  

The Nor th  c o n s i s t s  o f  t h e  i n d u s t r i a l  , market economies 
-- a1 1  members o f  t h e  Organ izat ion  f o r  Economic Cooperat ion 
and Development (OECD). Desp i te  t h e i r  srnal l e r  number, t h e i r  
approaches t o  t h e  North-South d ia logue  a r e  o n l y  s l i g h t l y  l e s s  
d i v e r s e  than t h e  developing coun t r i es ,  a l t hough  they share 
common percept ions o f  t h e  need t o  ma in ta in  an open and 
e f f i c i e n t  g loba l  economic system. The Nordic c o u n t r i e s  stand 
ou t  i n  t h e i r  s t rong  d e s i r e  t o  accommodate t h e  a s p i r a t i o n s  o f  
t h e  developing coun t r i es .  Recent ly,  t h e  Un i ted  S ta tes  and 
B r i t a i n  have appeared t o  assume t h e  o t h e r  end o f  t h e  spectrum 
w i t h  r e l a t i v e l y  1  ow l e v e l s  o f  development ass is tance,  t h e i r  
quest ions about t h e  p r a c t i c a l i t y  o f  some Southern proposals,  
and general i n s i s t e n c e  t h a t  any agreements be w e l l  def ined. 
Dur ing most o f  t h e  1970s, t h e  developed c o u n t r i e s  were 
d i s i n c l i n e d  t o  take  a  more c o n f r o n t a t i o n a l  t one  by ope ra t i ng  
a s  a  bloc.  Events o f  t h e  past  few years,  however, have drawn 
t h e  OECD c o u n t r i e s  c l o s e r  toge the r  and made them more w i l l i n g  
t o  present  t h e i r  common views on how t h e  g loba l  system cou ld  
be improved f o r  t h e  mutual b e n e f i t  o f  a1 1. 

C o n f l i c t s  i n  t h e  North-South d ia logue a r i s e  f rom 
fundamental ly  d i f f e r e n t  concept ions o f  t h e  p a r t i c i p a n t s .  The 
developing c o u n t r i e s  a1 lege t h a t  t h e  g loba l  system con ta ins  
bas ic  i n e q u i t i e s  which have perpetuated a  " s t a t e  o f  
dependency." They see t h e  d ia logue  as a  v e h i c l e  t o  c o r r e c t  
those i n e q u i t i e s .  Other demands, i n c l u d i n g  those f o r  f r e e r  
t r a d e  o r  i ncreased development ass is tance,  do no t  i nvol  ve 
systemic change, bu t  pose d i f f i c u l t i e s  f o r  t h e  North,  
e s p e c i a l l y  under c u r r e n t  economic cond i t ions .  



The Un i ted  Sta tes  - -  and, t o  a  g r e a t e r  o r  l e s s e r  ex tent ,  
a l l  o t h e r  OECD c o u n t r i e s  - -  recognizes t h a t  t he re  i s  an ever  
i nc reas ing  interdependence among s t a t e s  w i t h i n  t h e  
i n t e r n a t i o n a l  economic system and t h a t  t h e  economic 
development o f  t h e  developing c o u n t r i e s  strengthens t h a t  
system. The Un i ted  Sta tes  b e l i e v e s  t h a t  na t i ons  o f  t h e  w o r l d  
d e r i v e  g rea t  b e n e f i t s  from p a r t i c i p a t i n g  i n  t h e  system, 
i n c l u d i n g  gains frm t rade ,  access t o  resources and m r k e t s ,  
and t h e  g r e a t e r  p o l i t i c a l  s t a b i l i t y  t h a t  expanded economic 
i n t e r a c t i o n  tends t o  f o s t e r .  The Un i ted  Sta tes  i s  t r y i n g  t o  
use t h e  North-South d ia logue t o  preserve t h e  b e n e f i t s  o f  t h e  
g loba l  system and t o  c o r r e c t  i t s  shortccmi ngs i n  a  way t h a t  
i s  b e n e f i c i a l  t o  a1 1  through a  d e l i b e r a t e l y  considered 
e v a l u a t i o n  o f  t h a t  system. 

Issues 

Issues i n  North-South r e l a t i o n s  a r e  myr iad,  encompassing 
n e a r l y  every  f a c e t  o f  i n t e r n a t i o n a l  r e l a t i o n s .  Given t h e  
d i v e r s i t y  o f  t h e  Group o f  77, i t  i s  d i f f i c u l t  t o  determine 
c l e a r  p r i o r i t i e s  w i t h i n  t h i s  a r r a y  o f  issues. 

The d ia logue can be seen, however, i n  terms o f  two 
broad, bu t  over lapp ing,  themes: t r a d e  and f inance.  W i t h i n  
each area t h e r e  a r e  b o t h  subs tan t i ve  and i n s t i t u t i o n a l  
issues.  The two areas a r e  c l e a r l y  l i n k e d  because f i n a n c i a l  
f l o w s  a r e  sought t o  p rov ide  t h e  payment f o r  impor ts  o f  goods 
and se rv i ces  needed not o n l y  t o  meet t h e  bas i c  humn needs o f  
developing count ry  popu la t ions,  bu t  a1 so t o  p rov ide  an 
impetus t o  development and eventual  s e l f - s u s t a i n i n g  growth. 

Developing c o u n t r i e s  a1 so seek access t o  w o r l d  markets 
f o r  t h e i r  raw m a t e r i a l s  and semi-processed and manufactured 
goods. Commodi t i e s ,  and t h e  spec ia l  problems o f  
s tab i  1  i z a t i o n  o f  commodi t y  markets, have been another major  
ques t i on  i n  t h e  t r a d e  area. A t  i ssue i n  t h e  North-South 
debate on t rade  a r e  demands f o r  a  r e v i s i o n  o f  t h e  r u l e s  o f  
t h e  i n t e r n a t i o n a l  t r a d i n g  system t o  p rov ide  permanent 
p r e f e r e n t i a l  advantage f o r  t h e  developing coun t r i es .  These 
i n c l u d e  t h e  movement o f  i n d u s t r i e s  frm t h e  developed t o  
deve lop ing c o u n t r i e s  i n  o r d e r  t o  acce le ra te  i n d u s t r i a l i z a t i o n  
i n  t h e  T h i r d  World. 



The f i n a n c i n g  theme begins w i t h  t h e  bas ic  d e s i r e  o f  a l l  
deve lop ing coun t r i es  t o  see l a r g e r  t r a n s f e r s  o f  resources 
f r a n  t h e  r i c h  c o u n t r i e s  on favo rab le  terms and w i thou t  
c o n d i t i o n s  regard ing t h e i r  use. T h i s  theme has been g i ven  
g r e a t  praninence by t h e  adverse e f f e c t s  o f  recen t  o i l  p r i c e  
increases. I nvo l ved  a r e  quest ions concern ing concessional 
f i nanc ing ,  o f f i c i a l  non-concessional f lows,  r e c y c l i  ng o f  o i l  
producer surpluses,  balance o f  payments f i n a n c i  ng, debt 
issues,  and p r i v a t e  f i n a n c i n g  i n c l u d i n g  investment. 'The 
deve lop i  ng c o u n t r i e s  seek no t  on1 y developed coun t ry  
canmitments t o  major increases i n  resources, bu t  a l s o  a  
r e s t r u c t u r i  ng o f  t h e  wor ld  monetary system t h a t  would f a v o r  
deve lop ing c o u n t r i e s  i n  both  ope ra t i on  and deci  sion-rnaki ng. 
'They would l i k e  t o  p l a y  a  much l a r g e r  r o l e  i n  t h e  management 
o f  t h e  two key i n t e r n a t i o n a l  f i n a n c i a l  i n s t i t u t i o n s  ( t h e  
I n t e r n a t i o n a l  Monetary Fund and t h e  World Bank) even though 
i n  most i n d i v i d u a l  cases t h e i r  r e l a t i v e  economic importance 
i n  the  w o r l d  economy would not  war rant  it. 

The Un i ted  Sta tes  s t r i v e s  t o  m a i n t a i n  an open, expanding 
non-di sc r im i  na to ry  wor ld  t r a d i n g  system and t o  assure  a  sound 
and s t a b l e  i n t e r n a t i o n a l  monetary system. Together these 
p o l i c i e s  should p rov ide  an environment conducive t o  t h e  r a p i d  
growth and development o f  t h e  developi  ng count r ies .  They a r e  
supplemented, o f  course, by a n  a c t i v e  development ass i s tance  
program f o r  t h e  b e n e f i t  o f  t h e  poorer devel op i  ng count r ies .  

The Un i ted  Sta tes  and o t h e r  Western developed c o u n t r i e s  
v iew t h e  c la ims o f  t h e  deve lop ing c o u n t r i e s  s e r i o u s l y  and 
a c t i v e l y  p a r t i c i p a t e  i n  t h e  d iscuss ions o f  these issues.  They 
do not  accept, however, t h e  argument t h a t  t h e  e x i s t i n g  system 
must be discarded. US p o l i c y  has been t o  t ry t o  move 
n e g o t i a t i o n s  away f rom f r u i t l e s s  debate on t h e  system, and 
focus i ns tead  on s p e c i f i c  i ssues  where progress i n  poss ib le .  

Major Events i n  1980 

Global  Nego t ia t i ons  

A d e t e r i o r a t i n g  wor ld  economy and d issens ion among t h e  
deve lop ing coun t r i es  over energy and o t h e r  i ssues  which 
emerged a t  t h e  Uni ted Nat ions Conference on Trade and 
Development (UNCTAD V )  l e d  them t o  c a l l  f o r  a  round o f  g loba l  
nego t ia t i ons .  A r e s o l u t i o n  c a l l i n g  f o r  these n e g o t i a t i o n s  
was f o r m a l l y  adopted i n  1979 a t  t h e  3 4 t h  Session o f  t h e  
Uni ted Nat ions General Assembly (UNGA) w i t h  t h e  n e g o t i a t i o n s  
t o  be launched by  a  p r e v i o u s l y  planned Spec ia l  Session o f  t h e  
Un i ted  Nat ions scheduled f o r  August 25-September 5, 1980 i n  
New York. 



At t h e  3 4 t h  Session, Sec re ta ry  o f  S t a t e  Cyrus Vance 
s t a t e d  t h a t  t h e  Un i ted  S ta tes  would p a r t i c i p a t e  a c t i v e l y  i n  
t h e  p repa ra to ry  work t o  produce a  p l a n  t o  conduct  such g l o b a l  
n e g o t i a t i o n s  e f f e c t i v e l y .  He noted t h a t  p r i o r i t y  should be 
g i v e n  t o  issues on which concre te  r e s u l t s  were p o s s i h l e  and 
d u p l i c a t i o n  o f  work a1 ready be ing  conducted i n  e x i s t i n g  
i n s t i t u t i o n s  should be avoided. 

Dur ing  t h e  p repa ra to ry  work on g loba l  n e g o t i a t i o n s ,  t h e  
Un i ted  S ta tes  urged focus ing  n e g o t i a t i o n s  i n i t i a l l y  o n  t o p i c s  
o f  immediate concern and where consensus on a c t i o n  seems 
poss ib le .  The Un i ted  S ta tes  suggested an e a r l y  a c t i o n  
program s t r e s s i n g  f o u r  such sub jec t s :  

- -  Ass is tance f o r  e x p l o r a t i o n  and development o f  energy 
resources i n  energy d e f i c i e n t  deve lop ing coun t r i es .  

--  A  wor ldwide t rade  pledge t o  r e s i s t  p r o t e c t i o n i s t  
p ressures  and t o  promote p o s i t i v e  adjustment.  

--  Improved w o r l d  f ood  s e c u r i t y .  

- -  Recyc l ing  o f  payments surpluses.  

The developing c o u n t r i e s  submi t ted  a  l ong  and d e t a i l e d  
agenda cover ing  most t o p i c s  which have been discussed over  
t h e  pas t  years  i n  t h e  North-South arena. Nego t i a t i ons  on t h e  
agenda f o r  g loba l  n e g o t i a t i o n s  a r e  s t i l l  no t  completed. The 
Un i ted  S ta tes  ho lds  s t r o n g l y  t o  t h e  v iew t h a t  a  n e u t r a l l y  
worded agenda prov ides  t h e  bes t  bas i s  f o r  successful 
nego t i a t i ons .  

Problems o f  procedures, n o t  agenda, however, domi nated 
g loba l  n e g o t i a t i o n s  d i scuss ions  a t  t h e  Special  Session. The 
bas i c  i ssue  was concern over  t h e  autonany o f  s p e c i a l i z e d  
agencies such as  t h e  I n t e r n a t i o n a l  Monetary Fund, t h e  World 
Bank, t h e  General Agreement on T a r i f f s  and Trade (GATT), and 
UNCTAD. 'The Un i ted  S ta tes  ho lds  t h a t  i ssues  fa1  l i n g  w i t h i n  
t h e  canpetence o f  speci a1 i z e d  agencies must he d i  scussed 
c a l l i n g  f o r  these n e g o t i a t i o n s  was f o r m a l l y  adopted i n  1979 
a t  t h e  3 4 t h  Sessionwi t h i n  those agencies, n o t  t h e  g l o b a l  
nego t i a t i ons .  Resu l t s  f r a n  such n e g o t i a t i o n s  c o u l d  be 
repo r ted  back t o  t h e  c e n t r a l  body, b u t  t h e  c e n t r a l  body c o u l d  
no t  r e n e g o t i a t e  those r e s u l t s .  No accord on procedura l  
ground r u l e s  has y e t  been achieved. 



A t  t h e  end o f  t h e  Special  Session t h e  Un i ted  States,  
a long w i t h  West Germany and t h e  Un i ted  Kingdom, sought 
s t ronger  assurances rega rd ing  p r o t e c t i o n  o f  t h e  i n t e g r i t y  o f  
t h e  spec ia l i zed  agencies. A number o f  o the r  i n d u s t r i a l i z e d  
na t i ons ,  and some developing ones, agreed w i t h  t h e  Uni ted 
S ta tes  on t h e  subs tan t i ve  issue o f  p r o t e c t i n g  t h e  s p e c i a l i z e d  
f o r a  but  were w i l l i n g  t o  accept more ambiguous procedural  
language and take  a  s t ronger  p o s i t i o n  once subs tan t i ve  
d iscuss ions w i t h i n  t h e  g loba l  nego t ia t i ons  began. The Un i ted  
Sta tes  he ld  t h a t ,  r a t h e r  than deal w i t h  t h e  i s s u e  a  number o f  
t imes next  year,  a  c l e a r  consensus should be obta ined f i r s t  
on t h e  r o l e  t h e  c e n t r a l  body would p l a y  r e l a t i v e  t o  t h e  
spec ia l  i zed agencies. Agreement not  havi ng been reached, t h e  
sub jec t  o f  g loba l  nego t ia t i ons  was c a r r i e d  over  t o  t h e  35 th  
Session o f  t h e  Uni ted Nations, which began September 16. 

The o the r  major  agenda i tem a t  t h e  Special  Session was 
t h e  I n t e r n a t i o n a l  Development S t ra tegy  (IDS) f o r  t h e  1980s. 
The IDS -- 190 paragraphs l ong  -- was accepted by consensus 
a t  t h e  Special Session and was adopted December 5  a t  t h e  
r e g u l a r  sess ion o f  t h e  UN General Assembly (UNGA). The IDS 
i s  in tended t o  p rov ide  gu ide l i nes  on development p r i o r i t i e s  
and i ssues f o r  t h e  wor ld  cmmuni ty du r ing  t h e  1980s, t h e  
T h i r d  Un i ted Nat ions Development Decade. Preparatory  work on 
t h e  IDS was underway f o r  almost two years  b e f o r e  t h e  Special  
Session opened. The Un i ted  Sta tes  sought t o  produce an 
ambi t ious ,  y e t  r e a l i s t i c  document t h a t  addressed g loba l  
economic issues and placed pr imary  r e s p o n s i h i l i  ty f o r  
development on t h e  developing count r ies ,  but  a1 so recognized 
t h e  suppor t ing  r o l e  t h e  developed coun t r i es  must p lay.  The 
devel  opi ng coun t r i es  focused on i ncreas i  ng a i d  f l o w s  and 
o b t a i  n i  ng s t r u c t u r a l  changes i n  t h e  i n t e r n a t i o n a l  e c o n m i c  
system. 

The IDS conta ins  much use fu l  language on s o c i a l  
development; t h e  importance o f  acce lera ted a c t i o n  t o  increase 
food product ion ,  improve n u t r i t i o n  and enhance food s e c u r i t y  
i n deve lop i  ng count r ies ;  t h e  need f o r  non-concessi onal as 
we1 1  as concessional assistance, f rom a1 1  sources, i nc lud i  ng 
o i l  expo r t i ng  developing count r ies ;  and t h e  need t o  
concent ra te  ass i s tance  on t h e  poorest  o f  t h e  deve lop ing 
count r ies .  I t s  rev iew  and appra i sa l  s e c t i o n  c a l l s  f o r  
reviews by t h e  UN reg iona l  commissions o f  t h e  "major  aspects 
o f  development i n t h e  evol  v i  ng development exper iences i n  
t h e i r  regions." T h i s  i s  t h e  c l o s e s t  t h e  developing c o u n t r i e s  
have ever  come t o  p e r m i t t i n g  an i n t e r n a t i o n a l  rev iew  o f  t h e i r  
development and may lead  t o  a  p roduc t i ve  sha r ing  of n a t i o n a l  
development experiences. 



'The document's p r i n c i p a l  weaknesses f rom t h e  US p o i n t  o f  
v iew a r e  t h e  f a i l u r e  t o  g i v e  adequate t rea tment  t o  t h e  
importance o f  energy i n development, an  o v e r l y  amb i t i ous  
growth t a r g e t  (seven percent  per annum) f o r  devel op i  ng 
c o u n t r i e s  i n  t h e  1980s, and donor coun t r y  o f f i c i a l  
development ass i s tance  t a r g e t s  o f  0.7 percent  o f  gross 
n a t i o n a l  product .  I n  t h e  t r a d e  area, t h e  IDS 
demands permanent p r e f e r e n t i a l  t rea tment  f o r  deve lop ing 
c o u n t r i e s  and redeployment o f  i n d u s t r i e s  t o  developing 
c o u n t r i e s  t o  acce le ra te  t h e i r  i n d u s t r i a l i z a t i o n .  Ach iev i  ng 
these IDS goal s  would i nvol  ve g r e a t e r  government i n t e r v e n t i  on 
i n  t h e  market  than t h e  US economic system accepts. IDS 
language a l s o  p laces t h e  burden f o r  i n c r e a s i n g  developing 
c o u n t r i e s  t r a d e  e n t i  r e l y  on t h e  developed coun t r i es .  Dur ing  
t h e  Special  Session, t h e  Un i ted  S ta tes  s igna led i t s  i n t e n t  t o  
rese rve  on t h e  0.7 percent  t a r g e t  as we l l  as some o t h e r  
t r ade ,  t r a n s p o r t a t i o n ,  and monetary paragraphs. These 
r e s e r v a t i o n s  were made du r i ng  f i n a l  c o n s i d e r a t i o n  o f  t h e  IDS 
i n  t h e  t h i r t y - f i f t h  session o f  t h e  Un i ted  Nat ions  General 
Assembly. 

Brandt Commi s s i o n  Report 

The Brandt Commission Report, t h e  r e s u l t  o f  more than 
two yea rs  o f  work by a  group o f  18  prominent i n d i v i d u a l s  from 
developed and developing c o u n t r i e s  and headed by former West 
German Chancel lor ,  W i l l y  Brandt was re leased i n  February 1980 
and has rece ived cons iderab le  p u b l i  c i  ty .  

The r e p o r t  reviews and makes recommendations on a  wide 
range o f  North-South economic issues. The o v e r a l l  message of 
t h e  Report i s  t h a t :  

-- i t  i s  i n  t h e  i n t e r e s t  o f  b o t h  developed and developing 
c o u n t r i e s  t o  work t oge the r  t o  promote development; 

--  a1 1  s t a t e s  have r e s p o n s i b i l i t i e s  t o  c o n t r i b u t e  t o  a  
heal  t h y  g l o b a l  economy; 

--  re forms i n  p o l i c i e s  and i n s t i t u t i o n s  a r e  needed and 
shou ld  be o f  a  s o r t  t h a t  w i l l  make a l l  b e t t e r  o f f ;  

- -  a  se t  o f  p r i o r i t i e s  i s  needed, i f  p rog ress i ve  change 
i s  t o  be achieved i n  a  t i m e l y  fashion.  



The Report makes many s p e c i f i c  recommendati ons, bo th  new 
and o ld ,  w i t h  which t h e  Uni ted Sta tes  can r e a d i l y  agree and 
o the rs  which i t  considers appears u n r e a l i s t i c  o r  
unreasonable. Among t h e  recommendations a r e  t h e  f o l l o w i n g :  

- -  An "Emergency Program f o r  1980-85" which emphasizes 
food, energy, f i n a n c i a l  recyc l i ng ,  and major reforms i n  
t h e  economic systan. 

-- A new approach t o  development f i nanc ing  t h a t  would make 
ass i s tance  un ive rsa l  and a t  l e a s t  p a r t i a l l y  automat ic.  

-- A much l a r g e r  r o l e  f o r  developing c o u n t r i e s  i n  t h e  
management o f  i n t e r n a t i o n a l  f i n a n c i a l  i n s t i  t u t i o n s  such 
as  t h e  IBRD and t h e  IMF. 

-- A North-South summit i n v o l v i n g  leaders  o f  major  
devel  op i  ng and developed s ta tes ,  t h e  o b j e c t i v e  be i  ng t o  
p rov ide  increased p o l i t i c a l  impetus t o  t h e  r e s o l u t i o n  o f  
North-South issues. 

A r e p o r t  on an in teragency rev iew o f  t h e  Brandt 
Commission recanmendations was submit ted t o  P res iden t  C a r t e r  
i n September 1980. 

A u s t r i a  and Mexico have s t r o n g l y  pranoted t h e  Brandt 
Commi ss ion recommendation f o r  h o l d i  ng a North-South summi t 
("mini-summit")  t o  pranote  improved North-South r e l a t i o n s ;  
most developed c o u n t r i e s  and numerous deve lop ing c o u n t r i e s  
have i n d i c a t e d  they  would p a r t i c i p a t e  i n  such a summit. A 
p repa ra to ry  meeting o f  a small number of c o u n t r i e s  took p lace  
November 7 i n  Vienna; a fo l l ow-up  meeting i s  scheduled f o r  
March 1981. I f  a summit takes place, i t  i s  most l i k e l y  t o  
occur i n  June 1981. 

The Un i ted  Sta tes  has not y e t  i n d i c a t e d  whether i t  wi 11 
p a r t i c i p a t e  i n  the  proposed summit. The l i k e l i h o o d  o f  
s i g n i f i c a n t ,  subs tan t i ve  progress wi 11 be a pr ime US 
cons ide ra t i on  i n  making a f i n a l  decison. This,  i n  t u rn ,  w i l l  
depend t o  a l a r g e  degree on t h e  amount of progress made i n  
ongoing North-South d iscuss ions such as g l o b a l  negot ia t ions.  



Prepara t i on  f o r  UN Conference on Least  Developed Count r ies  
(LLDCs) 

At LINCTAD V t h e  Uni ted Sta tes  j o i n e d  t h e  consensus on 
Reso lu t i on  122(v)  which c a l l e d  f o r  a  s i g n i f i c a n t  new 
ass i s tance  e f f o r t :  a  Comprehensi ve New Program o f  Ac t i on  f o r  
t h e  LLDCs c o n s i s t i n g  o f  two phases, an  Immediate Ac t i on  
Program (1979-81) and a  Subs tan t i a l  New Program of A c t i o n  fo r  
t h e  1980s. These programs were f u r t h e r  supported by  a  UN 
General Assembly Reso lu t i on  c a l l i n g  f o r  a  UN Conference on 
t h e  Least  Developed Countr ies,  t o  be h e l d  i n  1981, which 
would adopt and support  t h e  Substant ia l  New Program o f  A c t i o n  
f o r  t h e  1980s. Preparatory  meetings f o r  t h e  Conference took 
p lace  i n  Geneva, February 4-16 and October 9-17. The 
meetings reviewed progress under t h e  Immediate A c t i o n  
Program, determined venue and dates f o r  t h e  Conference 
( P a r i s  - September 1981 ) ,  and a1 so decided on a  number o f  
preparatory  steps. 

The Uni ted Sta tes  supports increased e f f o r t s  t o  a s s i s t  
t h e  l e a s t  developed c o u n t r i e s  and a  successful UN Conference 
on LLDCs. To t h a t  end t h e  Uni ted Sta tes  i s  t r y i n g  t o  ensure 
t h a t  Conference preparat ions a r e  e f f e c t i v e  and r e a l i s t i c .  
The Un i ted  States i s  making i t s  best  e f f o r t s  t o  comply w i t h  
t h e  long range goals and f i n a n c i a l  p o l i c i e s  o u t l i n e d  i n  
Reso lu t i on  122(v) .  I n  l i g h t  o f  t h e  p r e v a i l i n g  economic 
d i f f i c u l t i e s  and t h e  consequent poor chances f o r  
s u b s t a n t i a l l y  increased concessional ass is tance,  t h e  Uni ted 
Sta tes  has s t ressed t h a t  t h e  preparatory  process and t h e  
Conference devote ser ious a t t e n t i o n  t o  rnore e f f e c t i v e  
mobi li z a t i o n  o f  i n te rna l  resources o f  t h e  l e a s t  developed 
c o u n t r i e s  as we1 1  as more e f f i c i e n t  u t i l i z a t i o n  o f  ex te rna l  
assistance. 

UNIDO 111 

The t h i r d  general conference o f  t h e  Uni ted Nat ions 
I n d u s t r i a l  Development Organ izat ion  (UNIDO 111) was h e l d  i n  
January-February 1980. It r e s u l t e d  i n  a  
North-South deadlock when, a f t e r  l eng thy  nego t ia t i ons ,  t h e  
developed c o u n t r i e s  s o l i d l y  r e j e c t e d  t h e  New De lh i  
D e c l a r a t i o n  and P lan o f  Ac t i on  d r a f t e d  by t h e  Group o f  77. 
Desp i te  broad agreement on many po in ts ,  t h e  i n d u s t r i a l  
c o u n t r i e s  cou ld  not  accept several  major components of t h e  
New Del h i  t e x t ,  i nc lud i  ng a  $300 b i  1  l i o n  Global Fund f o r  



I n d u s t r i a l  Development. More fundamentally, t h e  New Delh i  
D e c l a r a t i o n  and P lan  o f  A c t i o n  emphasized i n t e r n a t i o n a l  
measures f o r  i n d u s t r i a l i z a t i o n  and d i d  not  accord na t i ona l  
measures t h e  pr imary p lace  i n  the  i n d u s t r i a l i z a t i o n  s t r a t e g y  
i t  espoused. However, i n several  meetings s ince  llNIDO I 1  I, 
i nc lud i  ng t h e  I n d u s t r i a l  Development Board (IDB) meet ing i n  
Yay and t h e  c u r r e n t  UNGA session, t h e  Un i ted  Sta tes  and o t h e r  
developed coun t r i es  were ab le  t o  i n s u l a t e  UNIDO as an 
o r g a n i z a t i o n  f rom t h e  d i c t a t e s  o f  UNIDO 111. I n  e f f e c t ,  t h e  
Group o f  77 have agreed t o  s ides tep  t h e  New Delh i  Dec la ra t i on  
and P lan o f  A c t i o n  which has no t  been endorsed as a  mandate 
f o r  UNIDO's programs. Instead, w i t h  US support, those areas 
where consensus was poss ib le  i n  New Delh i  have been 
designated p r i o r i t y  areas f o r  UNIDO a c t i v i t i e s  so t h a t  UNIDO 
may con t inue  wi t hou t  undue i n t e r f e r e n c e  from t h e  polemics o f  
t h e  North-South dia logue. 

Re t roac t i ve  Terms Adjustment 

A t  an UNCTAD Trade and Development Board (TDB) meet ing i n  March 
1978, developed donor coun t r i es  agreed t o  seek t o  adopt measures t o  
a d j u s t  t h e  terms on past  O f f i c i a l  Development Assistance loans i n  
o r d e r  t o  b r i n g  them i n  l i n e  w i t h  t h e  c u r r e n t l y  p r e v a i l i n g  s o f t e r  
terms. Imp1 ernenta t i  on o f  t h i s  Re t roac t i ve  T e n s  o f  Ad justment (RTA) 
proposal has var ied.  Each donor count ry  has t h e  r e s p o n s i b i l i t y  o f  
de tenn in ing  t h e  d i s t r i b u t i o n  and ne t  f lows invo l ved  w i t h i n  t h e  contex t  
o f  i t s  own a i d  po l i cy .  I n  September 1980, t h e  UNCTAD TDB reviewed t h e  
implementa t ion  progress o f  t he  p a r t i c i p a t i n g  c o u n t r i e s  and noted t h a t  
t h e  a c t i o n s  taken by sorne developed donor coun t r i es  regard ing t h e  
i n t e r p r e t a t i o n  and a p p l i c a t i o n  o f  t h e  r e t r o a c t i v e  ad justrnent o f  terms 
met f u l l y  t h e  expecta t ions o f  developing count r ies .  

The Uni ted Sta tes  views RTA as a  development ass is tance 
measure. E f f e c t i v e  October 1, 1978, t h e  US Government 
obtained f rom Congress t h e  a u t h o r i t y  t o  undertake r e t r o a c t i v e  
terms o f  adjustment t o  b e n e f i t  t h e  l e a s t  developed na t i ons  on 
a  case by case basis. Terms adjustment does no t  c o n s t i t u t e  a 
reschedul ing  o f  debt payments o r  a  c a n c e l l a t i o n  o f  a  
c o u n t r y ' s  o b l i g a t i o n  t o  repay i t s  debt t o  t h e  Uni ted States. 
The e f f e c t  i s  an increase i n  t h e  net  f l o w  o f  resources from 
t h e  Uni ted S ta tes  t o  t h e  l e a s t  developed count r ies .  The 
p r e c i s e  amounts o f  RTA, however, a r e  sub jec t  t o  Congressional 
app rop r ia t i ons ;  requests f o r  such a p p r o p r i a t i o n s  thus  f a r  
have not  been approved by Congress. 



111. DEVELOPMENT ASSISTANCE PRIORITIES 

The Un i ted  Sta tes  makes development ass is tance a v a i l a b l e  
th rough a  range o f  b i l a t e r a l  and m u l t i l a t e r a l  programs 
descr ibed i n  Sect ion  I V  o f  t h i s  repo r t ,  " O f f i c i a l  US Support 
f o r  Development ." The f o l l o w i  ng s e c t i o n  does not  desc r ibe  
a l l  US-supported development a c t i v i t i e s  hu t  r a t h e r  d iscusses 
t h e  p r i o r i t y  sec tors  o f  t h e  US b i l a t e r a l  program and t h e  
development issues o f  p a r t i c u l a r  concern t o  t h e  Un i ted  Sta tes  
i n  t h e  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 o  which t h e  Un i ted  Sta tes  
con t r i bu tes .  

The I n t e r n a t i o n a l  Development Cooperat ion Agency g i ves  
p r i o r i t y  a t t e n t i o n  i n  AID'S b i l a t e r a l  development ass is tance 
program t o  food and a g r i c u l t u r e ,  energy, hea l th ,  and 
popu la t ion ;  t h e  Peace Corps focuses i t s  e f f o r t s  s i m i l a r l y .  
These a r e  sectors  where t h e  need i s  c l e a r ;  about which 
devel opi ng count ry  governments a r e  concerned; i n which US 
e f f o r t s  can be p a r t i c u l a r l y  e f f e c t i v e ;  and i n  which success 
i s  c r i t i c a l  t o  any long- term e f f o r t  t o  balance t h e  i n c r e a s i n g  
g loba l  demands f o r  food and energy. Al though t h e  
n u l t i l a t e r a l  development banks and t h e  i n t e r n a t i o n a l  
o rgan iza t i ons  have impor tant  programs i n o t h e r  sectors ,  t h e y  
a l s o  p r o v i d e  cons iderab le  resources i n  these c r i t i c a l  areas. 

Educat ion i s  a l s o  a  c r i t i c a l  development sector .  Many 
o f  t h e  US supported programs i n  food and a g r i c u l t u r e ,  energy, 
h e a l t h ,  and popu la t i on  i nc lude  educat ion components t h a t  
range from teach ing v i l l a g e r s  t o  use e x i s t i n g  o r  new 
techno log ies  t o  advanced t r a i n i n g  f o r  developing coun t ry  
p ro fess iona l  s. The Uni t ed  Sta tes  pioneered , p r i m a r i  1  y  
through AID, i n  emphasizing t h e  importance o f  pr imary  and 
non-formal educat ion i n  developing count r ies .  Today t h e  
n u l t i l a t e r a l  i n s t i t u t i o n s  and t h e  developing coun t r i es  
t hemsel ves devote  l a r g e  resources t o  education. AID 
concent ra tes  on rep1 i cable  educat ion p r o j e c t s  u n l i  k e l y  t o  be 
c a r r i e d  out  by o t h e r  donors and where t h e  Un i ted  Sta tes  has a  
spec ia l  r o l e  t o  p lay .  Such areas i nc lude  systems planning,  
c u r r i c u l u m  reform, non-formal " l i f e  ski  11s" educat ion,  and 
t h e  use o f  technology f o r  mass education. I n  1980 f o r t y  
percent  o f  Peace Corps vo lunteers  worked i n  educat ion 
p r o j e c t s  i n c l u d i n g  vocat iona l  and teacher  t r a i n i n g ,  classroom 
teaching,  l i t e r a c y ,  and non-formal educat ion.  
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Par t  A o f  t h i s  sect ion,  P r i o r i t y  Sectors, descr ibes t h e  
a c t i v i t i e s  o f  t he  m u l t i l a t e r a l  and b i l a t e r a l  programs t o  
which t h e  Un i ted  Sta tes  c o n t r i b u t e s  i n  Food and Agr i cu l tu re ,  
Energy, Health, and Populat ion.  P a r t  B, Cross-Sectoral 
Emphases i n  Development, descr ibes a c t i v i t i e s  i n  f o u r  areas 
o f  special  concern t o  t h e  Uni ted Sta tes  --Women i n  
Development, S c i e n t i f i c  and Technological  Cooperation, 
Cap i ta l  Saving Technology, and Natura l  Resources Management 
and Environnental  Protect ion.  Much o f  t h e  concern i n  these 
f o u r  c ross-sectora l  areas i s  on t h e  focus o f  and methods used 
i n  p r o j e c t s  undertaken i n  t h e  p r i o r i t y  sectors. Thus, t h e  
essays i n  Par t  B o f t e n  r e f e r  t o  ma te r ia l  found i n  t h e  
d iscuss ions o f  t h e  p r i o r i t y  sectors  i n  P a r t  A.. P a r t  C 
descr ibes t h e  e f f o r t s  o f  t h e  b i l a t e r a l  and 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 o  improve e f fec t i veness  o f  development 
ass is tance e f f o r t s  through improved eva luat ion.  

Under ly ing a1 1 US development ass is tance e f f o r t s  i s  t h e  
c e n t r a l  o b j e c t i v e  of enabl i ng developing coun t r i  es t o  meet 
bas ic  human needs o f  t h e i r  c i t i z e n s  on a susta inab le  basis.  
Achi evi  ng t h i s  o b j e c t i v e  r e q u i r e s  acce le ra t i ng  equ i tab le  
economic growth, p a r t i c u l a r l y  i n  ways t h a t  assure t h e  d i r e c t  
p a r t i c i p a t i o n  o f  poor people through i ncreased p roduc t i ve  
employment and income. A cen t ra l  concern o f  t h e  Uni ted 
S ta tes  i n  a l l  sec to rs  i s  t h e  impact on t h e  poor m a j o r i t y  i n  
devel opi  ng count r ies ,  e s p e c i a l l y  t h e  consequences o f  these 
sec to ra l  a c t i v i t i e s  f o r  p roduc t i ve  employment. 



111 .A. PRIORITY SECTORS - 

I I I .A. 1 FOOD AND AGRICULTURE 

Achievement o f  food s e c u r i t y  i s  one o f  t h e  most 
impor tan t  o b j e c t i v e s  f o r  t h e  wor ld  du r ing  t h e  l a s t  two 
decades o f  t h e  Twent ieth Century. Vast pockets of pove r t y  
and severe m a l n u t r i t i o n  have s t imu la ted  increased awareness 
o f  t h e  i n t i m a t e  r e l a t i o n s h i p  between pover ty  and hunger and 
cognizance t h a t  a m e l i o r a t i o n  o f  t h e  f i r s t  can lead t o  the  
s o l u t i o n  o f  t h e  second. Increased emphasis on r u r a l  
development and on h ighe r  a g r i c u l t u r a l  p r o d u c t i v i t y  i s  a 
r e f l e c t i o n  o f  t h e  e f f o r t  t o  t r a n s l a t e  such o b j e c t i v e s  i n t o  
s t r a t e g i e s  f o r  ac t i on .  

Food s e c u r i t y  requ i  res  t h a t  adequate food s u p p l i e s  be 
r e l i a b l y  access ib le  a t  a f f o r d a b l e  p r i c e s  t o  those who r e q u i r e  
them. Such p r i c e s  should n o t  be h ighe r  o r  l ower  than those 
needed t o  s t i m u l a t e  product ion.  Def ined i n  t h i s  way, f ood  
s e c u r i t y  does not  prejudge where p roduc t i on  should t a k e  
place.  It does assume, however, t h a t  e f f i c i e n t  d i  s t r i  b u t i o n  
systems must e x i s t  t h a t  do not  increase u n i t  cos t  beyond 
reason. I n  a s i m i l a r  way, l o c a t i o n  o f  b u f f e r  stocks, used t o  
smooth o u t  seasonal f a c t o r s  o r  t r a n s p o r t  schedules, becomes a 
f u n c t i o n  o f  s torage and t r a n s p o r t  costs.  Purchasi ng power, 
however, must be l oca ted  i n  t h e  hands o f  t h e  consumer who 
needs t h e  food. 

I n  3 l a r g e  number o f  deve lop ing count r ies ,  p a r t i c u l a r l y  
t h e  l e a s t  developed, f ood  p roduc t i on  l e v e l s  a r e  not  adequate 
and i ncane l e v e l s  a r e  not  s u f f i c i e n t  t o  guarantee access t o  
mi nimum food requirements. Th i s  s i t u a t i o n  i m p l i e s  t h a t  
increased supp l i es  be obta ined l o c a l l y  i n  ways which 
s t i m u l a t e  widespread increases i n  incane. Exper ience du r ing  
t h e  1970s shows tha t ,  du r ing  per iods o f  t i g h t  supply and 
r i s i n g  p r i ces ,  low incane c o u n t r i e s  cannot compete f o r  
a v a i l a b l e  food supp l i es  i n  i n t e r n a t i o n a l  markets w i t h o u t  
ou ts ide  help. The i n a b i l i t y  t o  compete f o r  food on t h e  wor ld  
market u s u a l l y  r e s u l t s  i n  ma1 n u t r i t i o n  and sometimes i n  
s t a r v a t i o n .  It i s  i n  these low-income c o u n t r i e s  t h a t  a c t i o n s  
t o  increase food product ion ,  worker p r o d u c t i v i t y  and t h e  
i ncme o f  poor people a r e  most urgent1 y needed t o  a t t a i  n food 
secu r i t y .  For  these count r ies ,  cont inued dependence on a few 
f o r e i g n  supply sources may mean exposure t o  h i g h  r i s k ,  
e s p e c i a l l y  a t  a t ime  when agreement has not  been reached on 
c r e a t i n g  an i n t e r n a t i o n a l  system o f  b u f f e r  stocks t o  
s t a b i l i z e  g r a i n  markets. 



Hunger and m a l n u t r i t i o n  cont inue t o  be severe g loba l  
problems. Food p r i c e s  rose  r a p i d l y  d u r i n g  t h e  f i r s t  h a l f  o f  
t h e  1970s, a t  t h e  same t ime t h a t  popu la t i on  pressures were 
i nc reas ing  t h e  number o f  urban and land less  poor who cou ld  
not  a f f o r d  t o  purchase n u t r i t i o n a l l y  adequate d ie t s .  
Al though i t  i s  not poss ib le  t o  measure t h e  prevalence o f  
ma1 n u t r i t i o n  e x a c t l y ,  t h e  UN Food and A g r i c u l t u r a l  
Organ iza t i on  (FAO) es t imates  t h a t  some 500 m i l  l i o n  people 
s u b s i s t  on l e s s  than adequate d i e t s .  The cos ts  i n  disease, 
s u f f e r i n g ,  and l o s t  economic p r o d u c t i v i t y  a r e  very  high. 

These problems have long been a  major  concern t o  t h e  
American people. Begi nn i  ng i n t h e  1950s, US development 
ass i s tance  programs have provided food a i d  (Food f o r  Peace) 
and ass i s tance  f o r  increased a g r i c u l t u r a l  p r o d u c t i v i t y .  

Dur ing t h e  l a s t  decade, wor ld  a t t e n t i o n  has turned 
i n c r e a s i n g l y  t o  problems o f  hunger, food, and a g r i c u l t u r a l  
p r o d u c t i v i t y .  I n  t h e  m ids t  o f  t h e  1972-74 food c r i ses ,  t h e  
World Food Conference was he ld  i n  Rome i n  1974 t o  deal w i t h  
food issues.  New o rgan iza t i ons  such as t h e  World Food Counci l  
and t h e  I n t e r n a t i o n a l  Fund f o r  A g r i c u l t u r a l  Development 
(IFAD) were created t o  h e l p  implement t h e  Conference's 
recanmendations. M u l t i l a t e r a l  and b i l a t e r a l  food a i d  and 
a g r i c u l t u r a l  ass i s tance  programs have a1 so been increased. 

The World S i t u a t i o n  

I n  t h e  1950s, t h e  developing c o u n t r i e s  (as a  group) were 
v i r t u a l l y  s e l f - s u f f i c i e n t  i n  food, a t  l e a s t  i n  a  market  
sense. I n  t h e  e a r l y  1970s, t h e y  impor ted 15-20 m i l  l i o n  tons, 
one-ha1 f i n  food a i d  prov ided p r i n c i p a l l y  th rough t h e  US Food 
f o r  Peace Program. Dur ing t h e  1970s, t h e  d e f i c i t  grew 
s i g n i f i c a n t l y  w i t h  wide year - to-year  f l u c t u a t i o n s  i n  response 
t o  va ry ing  harvest  l e v e l s  and increased p o p u l a t i o n  and 
i ncane. Desp i te  recent  l a r g e  harvests  i n  some l a r g e  
coun t r i es ,  t h e  long-term food prospects i n  deve lop ing 
c o u n t r i e s  remain uncer ta in .  The wor ldwide r e t u r n  a f t e r  
1974-75 t o  more ample food suppl i e s  masks t h e  imper fec t i ons  
o f  t h e  w o r l d  food system. I n  f a c t ,  c u r r e n t  prospects  
s t r o n g l y  suggest t h a t  i n  1980-81 wor ld  food s tocks w i l l  be 
down t o  l e v e l s  as l o w  a s  those i n  t h e  e a r l y  t o  mid-70s. The 
US Department o f  A g r i c u l t u r e  (USDA) f o r e c a s t s  t h a t  i n  1980-81 
o v e r a l l  g r a i n  s tocks  w i l l  represent  o n l y  e leven percent  o f  
w o r l d  u t i l  i z a t i o n ,  down from f i f t e e n  percent  i n  1978-79. 



The food d e f i c i t  i n  t h e  developing wor ld  i s  p ro jec ted  t o  
r i s e  s u b s t a n t i a l l y  du r ing  t h e  1980s. On t h e  supp ly  s ide,  
p roduc t i on  i s  not  l i k e l y  t o  grow s u b s t a n t i a l l y  f a s t e r  t han  i n  
t h e  past. Resources such as l and  and m t e r  a r e  be ing 
i n c r e a s i n g l y  s t ra ined.  The cos ts  o f  o t h e r  i n p u t s  such as  
f e r t i l i z e r a n d p e s t i c i d e s a r e r i s i n g .  O n t h e d e m a n d s i d e ,  
two f a c t o r s  a r e  a t  work. Popu la t i on  growth has reduced t h e  
p e r  c a p i t a  growth r a t e  o f  food p roduc t i on  t o  l e s s  than one 
percent  on average. A t  t h e  same t ime, many developing 
nat ions,  e s p e c i a l l y  o i l  expo r te rs  and middle-income 
coun t r i es ,  have experienced s i g n i f i c a n t  growth i n  pe r  c a p i t a  
income. A  s u b s t a n t i a l  p o r t i o n  o f  these i n i t i a l  increases i n  
n a t i o n a l  income has gone f o r  t h e  purchase o f  food. 

The USDA has r e c e n t l y  es t imated t h a t  deve lop i  ng 
c o u n t r i e s '  impor t  requirements w i  11 grow by 43 m i  11 i o n  tons 
t o  over  120 m i l  l i o n  tons by 1990, compared t o  impor t s  o f  30 
m i l  l i o n  tons per  y e a r  du r ing  1973-75. Even i f  expor tab le  
food  surp luses can be produced a t  s u f f i c i e n t  l e v e l s  i n  o t h e r  
p a r t s  o f  t h e  wor ld,  most o f  t h e  food d e f i c i t  c o u n t r i e s  a r e  
no t  l i k e l y  t o  have t h e  f o r e i g n  exchange t o  impor t  such l a r g e  
q u a n t i t i e s  on a  commercial basis. I n  f a c t ,  t h e  recent  Global  
2000 Report p r o j e c t s  t h a t  t o t a l  p e r  c a p i t a  food consumption 
wi 11 a c t u a l l y  d e c l i  ne i n  sub-Saharan A f r i c a n  low- i  ncome 
coun t r i es .  

A  major consequence o f  r i s i n g  impor t  demands i s  l i k e l y  
t o  be an increase i n  t h e  r e l a t i v e  p r i c e  o f  foodgra ins  i n  both  
t h e  i n d u s t r i a l i z e d  and developing coun t r i es .  The inc rease  i n  
t h e  value and p r i c e  o f  food impor ts  w i l l  p u t  a d d i t i o n a l  
pressure  on t h e  balance o f  payments p o s i t i o n  o f  many 
devel  opi  ng coun t r i es ,  a f f e c t i n g  o v e r a l l  development 
prospects. 

Count r ies  d i f f e r  w i t h  respect  t o  impor t  capac i ty .  At  one 
end o f  t h e  spectrum, t h e  Organ izat ion  o f  Petroleum Expor t i ng  
Count r ies  (OPEC), and t h e  newly i n d u s t r i a l  i z i  ng c o u n t r i e s  - -  
i n c l u d i n g  South Korea and Taiwan - -  have growing i n d u s t r i a l  
capac i t y  and expor t  earnings. Th i s  group i s  l i k e l y  t o  have 
arnple f o r e i g n  exchange t o  meet i t s  food needs w i  t h  cornmercial 
imports. A t  t h e  o t h e r  end a r e  t h e  low i ncome, food d e f i c i t  
c o u n t r i e s  o f  Asia and A f r i ca .  Th i s  i s  t h e  group where t h e  
long- term out1  ook f o r  meeting t h e  n u t r i t i o n a l  'needs o f  t h e  
popu la t i on  remains ex t remely  poor. 



S i g n i f i c a n t  changes occur red i n  t h e  w o r l d ' s  food and 
a g r i c u l t u r a l  s i t u a t i o n  d u r i n g  t h e  decade o f  t h e  1970s. I n  
t h i s  pe r i od ,  t h e  Un i ted  S ta tes  became even a  more dominant 
s u p p l i e r  i n  i n t e r n a t i o n a l  g r a i n  markets than i t  had been i n  
t h e  1960s. I n  f a c t ,  t h e  Un i ted  S ta tes  became t h e  s u p p l i e r  o f  
l a s t  reso r t .  I n  1979-80, US wheat expor ts  accounted f o r  43 
pe rcen t  o f  t o t a l  w o r l d  wheat exports.  I n  1980-81, t h e  
p r o j e c t e d  41.5 m i l l i o n  tons  o f  wheat t o  be expor ted w i l l  
account f o r  47 percent  o f  t h e  t o t a l .  I n  coarse g r a i n s ,  t h e  
US p o s i t i o n  i s  even more dominant --  US expo r t s  accounted f o r  
72 pe rcen t  o f  t o t a l  expor ts  i n  1979-80. The same market  
share i s  f o recas ted  f o r  1980-81. I n  a d d i t i o n ,  t h e  US has 
provided,  f o r  t h e  past  decade o r  more, ove r  60 percent  o f  
t o t a l  w o r l d  f o o d  a id .  

I n  t h e  1970s, t h e  Sov ie t  Union became a  pr imary  source 
o f  i n s t a b i l i t y  i n  i n t e r n a t i o n a l  g r a i n  markets. Faced w i t h  
l a r g e  v a r i a b i l i t y  i n  c rop l e v e l s  as a  r e s u l t  o f  weather and 
management problems, t h e  Sov ie t  Union has f o l l o w e d  an 
aggress ive  impor t  p o l i c y  t o  s t a b i l i z e  domestic f ood  and feed  
g r a i n s  supply. Th i s  p o l i c y  provoked near panic i n  
i n t e r n a t i o n a l  g r a i n  markets i n  1973-74 when ve ry  l a r g e  
purchases o f  g r a i n  by t h e  Sov ie t  Union doubled t h e  p r i c e  o f  
wheat i n  r e a l  terms. Th is  p r i c e  change had two immediate and 
m u t u a l l y  r e i n f o r c i n g  e f f e c t s .  F i r s t ,  i t  p r i c e d  many poor 
c o u n t r i e s  o u t  o f  t h e  market. Second, because a p p r o p r i a t i o n s  
f o r  US food  a i d  a r e  made i n  terms o f  d o l l a r s ,  t h e  volume o f  
food a i d  which cou ld  be purchased by t h e  US Government was 
s i g n i f i c a n t l y  reduced, p r e c i s e l y  a t  a  t ime when such 
a s s i  stance was most needed by f o o d - d e f i c i  t , low-income 
coun t r i es .  

I n  1974, wheat p r i c e s  i n  r e a l  terms were t h e  h ighes t  
s i n c e  1950. Whi le p r i c e s  had dec l i ned  by one h a l f  f rom 1974 
t o  1977, t h e y  have s t a r t e d  t o  r i s e  aga in  d u r i n g  t h e  l a s t  two 
years.  Not s u r p r i  s i n g l y ,  t h e  Sov ie t  Union has a g a i n  
exper ienced se r i ous  s h o r t f a l l s  i n  cerea l  crops d u r i n g  these 
years.  Corn p r i c e s  have fo l l owed  a  s i m i l a r  p a t t e r n ,  b u t  new 
p r i c e  increases have occurred as  a  r e s u l t  o f  a  se r i ous  
s h o r t f a l l  i n  US co rn  p roduc t i on  d u r i n g  1980. 

Another s i g n i f i c a n t  development d u r i n g  t h e  1970s was t h e  
growing impor tance o f  Chinese cerea l  imports.  Impor ts  have 
grown f rom about  5.2 m i l l i o n  tons  i n  1976-77 t o  about 10.8 
m i l l i o n  tons  i n  1979-80 t o  14.5 m i l l i o n  tons fo recas ted  f o r  
1980-81. E i g h t y - t h r e e  percent  o f  these impor t s  wi 11 be 
wheat. I n  l a t e  1980, China s igned a  b i l a t e r a l  t r a d e  
agreement w i t h  t h e  Un i ted  Sta tes  g i v i n g  China guaranteed 



access t o  purchase  up t o  e i g h t  m i l l i o n  t o n s  o f  g r a i n  p e r  
year .  I n  1975, a  s i m i l a r  agreement, a l s o  f o r  e i g h t  m i l l i o n  
tons ,  had been s igned  w i t h  t h e  S o v i e t  Un ion  i n  o r d e r  t o  
reduce  t h e  e lement  o f  s u r p r i s e  i n  t h a t  c o u n t r y ' s  purchases. 
I n  1979, i n  response t o  t h e  S o v i e t  i n v a s i o n  o f  A fghan i s t an ,  
t h e  IJS Government embargoed a l l  g r a i n  s a l e s  t o  t h e  S o v i e t  
Un ion  above and beyond t h i s  l i m i t .  The embargo a f f e c t e d  t h e  
s a l e  o f  17 m i l l i o n  t ons  o f  g r a i n .  

I n  p a r t  t o  reduce  t h e  p r i c e  u n c e r t a i n t y  produced by t h e  
i ncreased v a r i a b i  1  i ty o f  f o r e i g n  demand, t h e  US Government 
moved i n  1977 t o  e s t a b l i  sh a  domest i c  fanner-owned c e r e a l  
r ese r ve .  Wh i l e  no minimum r e s e r v e  l e v e l  was s p e c i f i e d ,  a  
l e v e l  o f  25 t o  3 0  m i l l i o n  t ons  o f  g r a i n  was planned. As o f  
Oc tober  1980, t h a t  r e s e r v e  con ta i ned  21.5 mi 1  l i o n  t o n s  o f  
g r a i n ,  i n c l u d i n g  a lmos t  s i x  m i l l i o n  t ons  o f  wheat. I n  
a d d i t i o n ,  t h e  US Government pledged, i n  t h e  c o n t e x t  o f  t h e  
Food A id  Convent ion,  a  minimum l e v e l  o f  f o o d  a i d  o f  4.47 
m i l l i o n  t o n s  p e r  year .  I n  December 1980, P r e s i d e n t  C a r t e r  
s i gned  t h e  Food S e c u r i t y  Ac t  t h a t  e s t a b l i s h e d  a  s p e c i a l  
government-owned f o u r  m i l l i o n  t o n  wheat r e s e r v e  t o  be used t o  
suppo r t  t h a t  p ledge.  T h i s  s t ock  w i l l  be a d d i t i o n a l  t o  t h a t  
i n  t h e  farmer-owned reserve .  

Ano ther  development i n  t h e  w o r l d  f o o d  s i t u a t i o n  was 
I n d i a ' s  success i n  a c h i e v i n g  marke t  s e l f - s u f f i c i e n c y  i n  
ce rea l s .  F o r  t h e  p a s t  t h r e e  yea rs ,  I n d i a ,  w i t h  t h e  second 
l a r g e s t  p o p u l a t i o n  on  e a r t h ,  has n o t  had t o  i m p o r t  g ra i ns .  I n  
a d d i t i o n ,  I n d i a  has been a b l e  t o  b u i l d  up a  s i g n i f i c a n t  
b u f f e r  s t o c k  t o  assu re  adequate c e r e a l  s u p p l i e s  and even t o  
r epay  some wheat i t  had r e c e i v e d  as  a  loan.  T h i s  s i t u a t i o n ,  
a r e s u l t  o f  l o n g - t e n  i nves t~nen t s  i n  human and p h y s i c a l  
c a p i t a l  , has been s i g n i f i c a n t l y  a i d e d  by  good weather ;  
none the less ,  i t  has g i v e n  I n d i a  a  g r e a t e r  c a p a c i t y  t o  f a c e  
t h e  e f f e c t s  o f  poor  h a r v e s t  l e v e l s .  Wh i l e  n u t r i t i o n a l  
adequacy has no t  been reached i n  I n d i a ,  t h e  c u r r e n t  s i t u a t i o n  
i s  a  m a j o r  accompl ishment  f o r  a  c o u n t r y  w i t h  i t s  l a r g e  
p o p u l a t i o n  and l o w  i ncome l e v e l s .  

F i n a l l y ,  i t  i s  i m p o r t a n t  t o  no te  t h a t  d u r i n g  t h e  decade, 
m i d d l e - i  n c m e  c o u n t r i e s ,  h i c h  have been e x p e r i e n c i  ng 
r e l a t i v e l y  h i g h  r a t e s  o f  economic growth,  were among t h e  
rnajor  purchasers  o f  f ood  i n  t h e  i n t e r n a t i o n a l  market .  The 
Wor ld  Bank (IBRD) e s t i m a t e s  t h a t  m i d d l e - i  ncome c o u n t r i e s ,  
p a r t i c u l a r l y  t h e  o i l  e xpo r t e r s ,  t ook  abou t  f i f t y  pe rcen t  o f  
t h e  t o t a l  i n c remen ta l  wheat i m p o r t s  f r om  1976 t o  date.  The 
IRRD e s t i m a t e s  t h a t  m i d d l e - i  ncorne c o u n t r i e s  wi 11  account  f o r  
o n e - h a l f  t o  t h r e e - q u a r t e r s  o f  t o t a l  i n c remen ta l  f o o d  i m p o r t s  
t h r o u g h  1985. 



Data f o r  1979 show t h a t  w o r l d  f o o d  p r o d u c t i o n  grew a t  
o n l y  0.8 p e r c e n t  d u r i n g  t h e  y e a r ,  i n  c o n t r a s t  w i t h  a  g r o w t h  
r a t e  o f  4.2 p e r c e n t  reached d u r i n g  t h e  p r e v i o u s  year .  The 
1979 f i g u r e  a l s o  compares u n f a v o r a b l y  w i t t i  t h e  annual  r a t e s  
o f  2.5 and  2.6 p e r c e n t  a c h i e v e d  d u r i n g  1970-74 and  1974-79 
r e s p e c t i v e l y .  

Reg iona l  g r o w t h  r a t e s  ranged f r o m  4.1 p e r c e n t  i n  F lor th  
Amer ica t o  -3.7 p e r c e n t  i n  Oceania. Food p r o d u c t i o n  d e c l i n e d  
i n  t h e  S o v i e t  U n i o n  and E a s t e r n  Europe a t  a  r a t e  o f  -4.7 
p e r c e n t .  I n  t h e  U n i t e d  S t a t e s ,  1979 and 1980 have been y e a r s  
o f  v e r y  h i g h  wheat p r o d u c t i o n .  The 1979 c r o p  reached  a  
r e c o r d  58.3 m i l l i o n  tons ,  w h i l e  t h e  1980 c r o p ,  a t  64.3 
m i l  l i o n  tons ,  r e p r e s e n t e d  an  i n c r e a s e  o f  more t h a n  t e n  
p e r c e n t  o v e r  t h e  y e a r  be fo re .  I n  1980, US p r o d u c t i o n  o f  f o o d  
g r a i n s  (wheat,  r y e ,  a n d  r i c e )  i s  c u r r e n t l y  e s t i m a t e d  a t  a b o u t  
8 1  mi 1  l i o n  tons ,  a  t w e n t y - f i v e  p e r c e n t  i n c r e a s e  o v e r  1979. 
I n  1980, however, p r o d u c t i o n  o f  c o r n  has d e c l i n e d  b y  17 
p e r c e n t .  From t h e  p o i n t  o f  v i e w  o f  t r a d e ,  US g r a i n  e x p o r t s  
a r e  p r o j e c t e d  t o  a c c o u n t  f o r  5 8  p e r c e n t  o f  t h e  w o r l d ' s  t o t a l  
i n  1980-81, up  from 57 p e r c e n t  i n  1979-80, and  53 p e r c e n t  i n  
1978-79. The o n l y  o t h e r  m a j o r  g r a i n  e x p o r t e r s  a r e  Canada, 
A u s t r a l i a ,  A r g e n t i n a ,  and  t h e  European Community. 

Regi  ona 1  Assessment f o r  Devel  o p i  ng C o u n t r i e s  

A f r i c a  

O v e r a l l  f o o d  p r o d u c t i o n  per fo rmance  i n  A f r i c a  remained 
v e r y  poor .  P e r  c a p i t a  p r o d u c t i o n  has d e c l i n e d  s t e a d i l y  o v e r  
t h e  l a s t  two decades. T o t a l  f o o d  p r o d u c t i o n  ( i n c l u d i n g  
l i v e s t o c k )  grew a t  2.1 p e r c e n t  f r a n  1978 t o  1979, 
up  f r o m  a v e r a g e  annual  r a t e s  o f  1.6 p e r c e n t  and  1.1 p e r c e n t  
d u r i n g  1974-79 and  1970  r e s p e c t i v e l y ,  b u t  s t i  11 be low t h e  
p o p u l a t i o n  g r o w t h  r a t e  f o r  t h e  r e g i o n .  

These t r e n d s  canno t  be changed q u i c k l y .  On t h e  s u p p l y  
s i d e ,  A f r i c a  s u f f e r s  f ro ln  i n a d e q u a t e  i n s t i t u t i o n s ,  l a c k  o f  
s k i  1  l e d  human r e s o u r c e s ,  and p o o r  i n f r a s t r u c t u r e .  Food 
p r o d u c t i o n  i s  c o n c e n t r a t e d  i n  t h e  s u b s i s t e n c e  s e c t o r ,  rema ins  
v e r y  t r a d i t i o n a l ,  and  uses  l i t t l e  modern p r o d u c t i o n  
techno logy .  I n  c o n t r a s t ,  t h e  a g r i c u l t ~ i r e  e x p o r t  s e c t o r  i s  a  
l a r g e  u s e r  o f  modern methods. A f r i c a  i s  p r o b a b l y  t h e  o n l y  
r e g i o n  of t h e  w o r l d  where l a b o r  s h o r t a g e s  pose s e r i o u s  
b o t t l e n e c k s ,  e s p e c i a l  l y  a t  c r i t i c a l  t i m e s  d u r i n g  t h e  c r o p  
c y c l e .  I n  a d d i t i o n ,  t h e  A f r i c a n  p h y s i c a l  env i ronment  i s  
f r e q u e n t l y  h o s t i l  e t o  e f f o r t s  t o  i n c r e a s e  f o o d  p r o d u c t i o n :  



d rough t  and d e s e r t i f i c a t i o n  a f f e c t  a  t h i r d  o f  t h e  c o n t i n e n t ;  
l o w  f e r t i l i t y  i s  found  i n  t h e  e x t e n s i v e  savannas; i ncreased 
p o p u l a t i o n  d e n s i t y  has l e d  t o  i nc reased  d e p l e t i o n  o f  s o i l  
r esou rces  r e d u c i n g  t h e  t i m e  l a n d  can be k e p t  o u t  o f  
p roduc t i on .  Not much i s  known about  A f r i c a n  p r o d u c t i o n  
systems and s o c i a l  o r g a n i z a t i o n .  Food p r o d u c t i o n  t echno logy ,  
adap ted  t o  A f r i c a n  c o n d i t i o n s ,  i s no t  r e a d i l y  a v a i l a b l e .  
F i n a l l y ,  A f r i c a n  governments o f t e n  have no t  p l aced  h i g h  
p r i o r i t y  o n  deve lop i  ng t h e i r  f o o d  p r o d u c t i o n  systems, t hus ,  
even t e c h n o l o g i e s  known t o  be l o c a l  l y  e f f e c t i v e  i n  i n c r e a s i n g  
a g r i c u l t u r a l  p r o d u c t i v i t y  f r e q u e n t l y  have no t  been used t o  
t h e i r  f u l l  p o t e n t i a l .  

Obv ious l y ,  per fo rmance l e v e l s  v a r y  w i t h i n  t h e  r eg i on .  
The Sahe l i an  Zone, r u n n i n g  f r om  M a u r i t a n i a  on t h e  A t l a n t i c  t o  
Somal ia  o n  t h e  I n d i a n  Ocean, has s u f f e r e d  seve re  r e d u c t i o n s  
i n  f o o d  and l i v e s t o c k  p r o d u c t i o n  f o r  more t h a n  a  decade. 
C l i m a t i c  c o n d i t i o n s ,  e s p e c i a l  l y  d rought ,  have been a  m a j o r  
f a c t o r .  P o l i t i c a l  upheaval  and war i n  many o f  t h e s e  
c o u n t r i e s  have a1 so been m a j o r  o b s t a c l e s  t o  i n c r e a s i n g  f o o d  
p r o d u c t i o n .  

I n  Sub-Saharan A f r i c a ,  o t h e r  c o u n t r i e s  more f a v o r a b l y  
endowed t h a n  t h e  Sahel i a n  n a t i o n s  have a1 so per fo rmed poo r l y .  
I n  some, l i k e  Uganda and Za i r e ,  p o l i t i c a l  s t r i f e  and poor  
management have l e d  t o  g ross  underuse o f  t h e  p h y s i c a l  
r e s o u r c e  base and t o  waste o f  f i n a n c i a l  resources .  Severa l  
sub-Saharan c o u n t r i e s ,  such as  Kenya, I v o r y  Coast ,  and 
Senegal , have a c h i  eved i ncreases i n p e r  cap i  t a  f ood  
p roduc t i on .  Such i n c r e a s e s  can  be e x p l a i n e d  n o t  o n l y  i n  
t e rms  o f  good weather  and land ,  b u t  a1 so by  a  h i g h e r  degree  
o f  n a t i o n a l  commitment t o  deve lop i ng  t h e i r  a g r i c u l t u r a l  
suppo r t  systems. 

As i a  

Food p r o d u c t i o n  p e r  c a p i t a  i n  As ia  decreased a t  a  r a t e  
o f  -4.3 d u r i n g  1979 a f t e r  f i v e  y e a r s  o f  i n c r e a s i n g  a t  an  
average  annual r a t e  o f  1.1 percen t .  T h i s  se tback  r e s u l t e d  
f r o m  l o w e r  r i c e  c r o p s  caused by d rought .  I n  1980, t h e r e  has 
been more r a i n  and p r o d u c t i o n  i s  expec ted  t o  i nc rease ,  
e s p e c i a l l y  i n  South Asia.  I n d i a  was a b l e  t o  w i t h s t a n d  two 
success i ve  y e a r s  o f  poo r  monsoon w i t h o u t  hav i ng  t o  r e s o r t  t o  
i m p o r t s ,  due t o  e x t e n s i v e  i r r i g a t i o n  systems c o v e r i n g  
t w e n t y - f i v e  pe r cen t  o f  t h e  a rea  i n  c e r e a l s  and b u f f e r  s t o c k s  
o f  c e r e a l s  accumulated d u r i n g  t h e  pas t  f o u r  years .  P a k i s t a n  
and I ndones ia  con t i nued  t o  be e f f i c i e n t  a g r i c u l t u r a l  
e x p o r t e r s  which a1 lowed them t o  i m p o r t ,  r e s p e c t i v e l y ,  t h e  
wheat and r i c e  t h e y  r e q u i r e d .  



Bangladesh i n c r e a s e d  i t s  c e r e a l  p r o d u c t i o n  s i g n i f i c a n t l y  
t h o u g h  i t  w i l l  s t i l l  r e q u i r e  i m p o r t s  o f  abou t  one m i l l i o n  
t o n s  o f  A e a t .  P e r  c a p i t a  f o o d  p r o d u c t i o n  i n  Bangladesh has 
n o t  y e t  reached  t h e  l e v e l s  a t t a i n e d  b e f o r e  independence; 
however, b o t h  t h e  government  and f o r e i g n  donors b e l i e v e  t h a t  
Bangladesh has t h e  r e s o u r c e s  t o  become s e l f - s u f f i c i e n t  i n  
g r a i n  p r o d u c t i o n  i n  t h e  n e x t  t e n  years .  

L a t i n  America 

A c c o r d i n g  t o  FAO, L a t i n  America i n c r e a s e d  i t s  f o o d  
p r o d u c t i o n  a t  a  r a t e  o f  2.7 p e r c e n t  i n  1979, t h u s  m a t c h i n g  
i t s  p o p u l a t i o n  g r o w t h  r a t e .  T h i s  per fo rmance  f o l l o w s  a n  
a v e r a g e  annual  i n c r e a s e  o f  3.8 p e r c e n t  a c h i e v e d  d u r i n g  t h e  
1974-79 p e r i o d .  

A l t h o u g h  L a t i n  America i s  on  t h e  whole a  f o o d  s u r p l u s  
r e g i o n ,  s i g n i f i c a n t  p o c k e t s  o f  m a l n u t r i t i o n  e x i s t  a s  a  r e s u l t  
o f  t h e  skewed d i s t r i b u t i o n  o f  income. B e t t e r  per fo rmance  i n  
p r o d u c t i o n  and f o o d  d i s t r i b u t i o n  c o u l d  be a t t a i n e d  by t h e  
development  o f  m a r k e t i q g ,  c r e d i t ,  and  i n p u t  d e l i v e r y  systems 
d i r e c t e d  a t  t h e  s m a l l  m a r g i n a l  p roducer .  I n  some 
c o u n t r i e s ,  changes i n  l a n d  t e n u r e  systems may w e l l  be a  
necessary  c o n d i t i o n  t o  improved f o o d  consumpt ion  by  t h e  r u r a l  
poor .  

O f  s p e c i a l  s i g n i f i c a n c e  t o  t h e  U n i t e d  S t a t e s  a r e  t h e  
s m a l l  i s l a n d  c o u n t r i e s  o f  t h e  Car ibbean.  Many o f  t h e s e  
c o u n t r i e s  i m p o r t  mos t  o f  t h e  f o o d  t h e y  need. C u r r e n t l y ,  
d e s p i t e  t h e i r  s m a l l  p o p u l a t i o n s ,  t h e y  a b s o r b  more t h a n  16  
p e r c e n t  o f  US a g r i c u l t u r a l  e x p o r t s  t o  L a t i n  America. 

US P o l  i c y  O b j e c t i v e s  

Due t o  r a p i d l y  i n c r e a s i  ng p o p u l a t i o n  and w idespread  
m a l n u t r i t i o n ,  a t t a i n i n g  m in ima l  l e v e l s  o f  f o o d  p r o d u c t i o n  and  
consumpt ion  c o u l d  s p e l l  t h e  d i f f e r e n c e  between s t a r v a t i o n  and  
s u r v i v a l  i n  many d e v e l o p i n g  c o u n t r i e s .  

The US p o l i c y  o b j e c t i v e s  r e g a r d i  ng a g r i c u l t u r e  i n  
d e v e l  o p i  ng c o u n t r i e s  i n c l  ude: 

--  t o  p r o v i d e  t e c h n i c a l  and f i n a n c i a l  a s s i s t a n c e  f o r  
a g r i c u l t u r a l  and f o o d  p r o d u c t i o n  and d i s t r i b u t i o n ;  

- -  t o  a s s i s t  t h e  low-income c o u n t r i e s  i n  m e e t i n g  t h e i r  
f o o d  needs; 



-- t o  a1 l e v i a t e  hunger and m a l n u t r i t i o n  i n  t h e  s h o r t - t o  
medi um-term through food a i d  programs; 

- -  g l o b a l  f o o d  s e c u r i t y .  

Three major  t ypes  o f  a c t i o n s  wi 11 be r e q u i r e d  i n  t h e  
nex t  decade. F i r s t ,  f o o d  p roduc t i on  i n  most deve lop ing 
c o u n t r i e s ,  espec ia l  l y  where hunger i s  most severe, must he 
increased. Second, t h e  earn ings  o f  t h e  poor must be 
increased t o  enable them t o  increase t h e i r  food consumption. 
Th i rd ,  t h e  U n i t e d  S ta tes  must no t  o n l y  m a i n t a i n  i t s  s t a t u s  as 
a  food s u r p l u s  na t i on ,  b u t  a l s o  cont inue t o  p rov ide  t e c h n i c a l  
and f i n a n c i a l  ass i s tance  t o  he lp  t h e  poor c o u n t r i e s  improve 
t h e i r  f ood  p roduc t i on  and d i s t r i b u t i o n .  The Un i ted  S ta tes  
must m a i n t a i n  i t s  c a p a c i t y  t o  p rov ide  food ass i s tance  f o r  
t hose  immedia te ly  th reatened by hunger and m l  n u t r i t i o n .  

Meet ing these  goa ls  r e q u i r e s  a  v a r i e t y  of s p e c i f i c  
commitments b y  b o t h  developed and deve lop ing nat ions .  
Devel op i  ng c o u n t r i e s  must accord h i g h e r  p r i o r i t y  t o  
a g r i c u l t u r e  and food. Three-quarters o f  t h e  poor people i n  
deve lop ing c o u n t r i e s  a r e  engaged i n  a g r i c u l t u r e .  Many 
c o u n t r i e s  must t rans form t h e i r  economic s t r u c t u r e s  t o  pe rm i t  
b roader  access t o  p r o d u c t i v e  resources,  especi  a1 1  y 1  and and 
water.  Such t rans fo rma t ion  i s  l i k e l y  t o  r e q u i r e  more 
p a r t i c i p a t i o n  o f  r u r a l  people i n  l o c a l  dec i s i ons  and t h e  
c o u n t r i e s '  p o l i t i c a l  processes. H igher  p r i o r i t y  must a1 so be 
g i ven  t o  t h e  improvement o f  human resources,  i n s t i t u t i o n s ,  
and techno1 ogi  es r e q u i r e d  t o  achieve h ighe r  a g r i c u l t u r a l  
p r o d u c t i o n  and r u r a l  development. The Un i ted  S ta tes  must 
suppor t  these e f f o r t s .  

Progress w i t h  US Ass is tance Toward Meeti ng Ob jec t i ves  

I n t e r n a t i o n a l  ass i s tance  f o r  a g r i c u l t u r a l  development 
and f o o d  p r o d u c t i o n  has played and cont inues t o  p l a y  a  
c r i t i c a l  r o l e  i n  a s s i s t i n g  developing c o u n t r i e s  i n  meet ing 
t h e i r  f ood  needs. I n  recen t  years,  a  l a r g e  share o f  
b i l a t e r a l  and m u l t i l a t e r a l  ass i s tance  has been o r i e n t e d  
toward t h e  need t o  increase food product ion .  The 
Congressional mandate f o r  "New D i r e c t i o n s "  f o r  AID, t h e  P r - 2 e  
Corps' emphasis on l o c a l  f ood  s e l f - s u f f i c i e n c y ,  t h e  Y r  -:" 
Bank's p o l i c y  o n  Rurdl Development, t h e  p o l i c y  7ni 'cs o f  
t h e  OECD Development Ass is tance Commi t t e ?  (DAT' , lie c r e a t i o n  
and focus  o f  t h e  I n t e r n a t i o n a l  Fund f o r  :qricu;~,r91 
Development (IFAD), and t h e  A c t i o n  Progr,.v c f  t l ~ e  World 
Conference on Ag ra r i an  Reform and Rural 1 1  L ?  opnient a r e  
impor tan t  expressions o f  t h e  g r o ~ ~ :  r ~ g  a w  ; l e ss  o f  such need. 
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The r e l a t i v e  importance o f  a g r i c u l t u r e  i n  b i l a t e r a l  and 
m u l t i l a t e r a l  a i d  a l l o c a t i o n s  has been r i s i n g  i n  recent  years. 
I n  1978, t o t a l  commitments from DAC, OPEC c o u n t r i e s  and 
mu1 t i  l a t e r a l  programs t o  a g r i c u l t u r a l  development i n  
developing coun t r i es  were $7.7 b i  11 ion.  Th i s  represents  
almost a  doub l i ng  i n  r e a l  terms over  t h e  l e v e l  i n  1973. As a  
share o f  DAC b i l a t e r a l  a id ,  ass i s tance  t o  the  a g r i c u l t u r a l  
s e c t o r  doubled i n  t h i s  pe r iod  t o  reach over 16 percent  o f  t h e  
t o t a l  -- t w o - t h i r d s  o f  which went t o  low-income c o u n t r i e s  
(under $400 p e r  c a p i t a  income). I n  1978, m u l t i l a t e r a l  
agencies committed almost two - th i rds  o f  t h e i r  t o t a l  
ass i s tance  t o  food and a g r i c u l t u r e .  

A  cons iderab le  share o f  AID development ass is tance i n  
recen t  years  has been f o r  a g r i c u l t u r e  and r u r a l  development. 
Seven hundred m i l  l i o n  do1 l a r s  were a1 located f o r  food and 
a g r i c u l t u r e  f o r  FY 80, an increase o f  16 percent  from FY 79. 
An a d d i t i o n a l  $152 mi 1  l i o n  was used f o r  a g r i c u l t u r a l  
development programs and p r o j e c t s  from t h e  Econmic  Support 
Fund (ESF). About o n e - t h i r d  o f  t h e  ESF used f o r  a g r i c u l t u r e  
i s  used f o r  t h e  development and d i s t r i b u t i o n  o f  new 
a g r i c u l t u r a l  techno log ies ,  and another one-quarter  i s  used 
f o r  market ing,  s torage,  i n p u t  supply,  and c r e d i t .  The 
remainder i s  spent on r u r a l  i n f r a s t r u c t u r e ,  p lann ing  , and 
support  f o r  l o c a l  i n s t i t u t i o n s .  US b i l a t e r a l  a i d  i n  
a g r i c u l t u r e  i s  f requen t l y  assoc ia ted w i t h  o t h e r  b i l a t e r a l  and 
m u l t i l a t e r a l  sources i n  j o i n t  f i nanc ing  a c t i v i t i e s .  These 
may run frm p a r t i c i  p a t i o n  i n  broad program frameworks, 
(e.g., t h e  Club Sahel) t o  j o i n t  f i n a n c i n g  o f  s p e c i f i c  
p r o j e c t s .  B i l a t e r a l  ass is tance has been channeled through 
d i f f e r e n t  types o f  programs. Food a i d ,  f o r  ins tance,  has been 
a n  impor tan t  component o f  a i d  f l ows  t o  a l l e v i a t e  hunger. I n  
1979, t h e  Uni ted Sta tes  prov ided about 6.0 m i l l i o n  tons o f  
g r a i  n  th rough t h e  PL 480 program, i nc lud i  ng c o n t r i b u t i o n s  t o  
t h e  World Food Program (WFP). Food a i d  commi tments reached 
6.2 m i l l i o n  tons i n  1980, o f  which 5.9 m i l l i o n  were g ra in .  
Other  donors prov ided an a d d i t i o n a l  3.6 m i l l i o n  tons i n  1980. 
Food a i d  has not  o n l y  served t o  f i l l  se r ious  food gaps 
r e s u l t i n g  f rom emergencies b u t  i t  has a l s o  been used t o  
support  o t h e r  development a c t i v i t i e s  such as c o n s t r u c t i o n  o f  
bas i c  r u r a l  i n f r a s t r u c t u r e .  Under T i t l e  11 and t h e  WFP, 
n u t r i t i o n a l  l y  d i  sadvantaged groups rece ive  d i  r e c t  food 
ass i s tance  through school f e e d i  ngs, maternal and c h i  1  d  ca re  
programs, food f o r  work and o the r  a c t i v i t i e s .  Concessional 
food sa les  under T i t l e  I have no t  o n l y  added t o  c o u n t r i e s '  



t o t a l  supp l i es  b u t  have been e x t e n s i v e l y  used t o  s t i m u l a t e  
mobi li z a t i o n  o f  danes t i c  resources f o r  inves tment  i n  
a g r i c u l t u r e .  The new T i t l e  I 1 1  o f  PL 480 was adopted t o  
encourage increased danest ic  resource a1 l o c a t i o n  i n  
deve lop ing c o u n t r i e s  t o  a g r i c u l t u r e .  Ful l y  75 pe rcen t  o f  
T i t l e  I sales  has been d i r e c t e d  t o  t h e  low-income count r ies .  

Other programs have approached t h e  food problem by 
d i r e c t l y  address ing o t h e r  aspects o f  ma1 n u t r i  t i o n .  Several 
donors a r e  p r o v i d i n g  ass i s tance  f o r  n u t r i t i o n  educat ion,  f ood  
f o r t i f i c a t i o n ,  n u t r i t i o n  p lann ing,  and programs designed t o  
a t t a c k  s p e c i f i c  n u t r i e n t  d e f i c i e n c i e s  such a s  l a c k  o f  v i t a m i n  
A, which causes b l indness.  AID i s  t h e  l a r g e s t  b i l a t e r a l  
donor p r o v i d i n g  t e c h n i c a l  ass i s tance  i n  t h e  area o f  improved 
n u t r i t i o n .  The UN system has been working i n  n u t r i t i o n  
s u r v e i l  l ance  and p lann ing,  i nc lud i  ng problems concern ing 
v i t a m i n  A  d e f i c i e n c i e s .  UNICEF and many p r i v a t e  v o l u n t a r y  
o r g a n i z a t i o n s  (PVOs) have been e s p e c i a l l y  a c t i v e  i n  ou t reach 
programs aimed a t  d i  sadvantaged ch i l d ren .  'The World Bank has 
funded some l a r g e  sca le  p r o j e c t s  and has taken t h e  l ead  i n  
a t t emp t ing  t o  i n t e g r a t e  consumption and n u t r i t i o n  
cons ide ra t i ons  i n t o  a g r i c u l t u r a l  p roduc t i on  and r u r a l  
devel  opment p ro jec t s .  

The b u l k  o f  A ID 'S ass i s tance  has gone i n t o  a g r i c u l t u r e  
and r u r a l  development programs. AID, under t h e  New D i r e c t i o n s  
p o l i c y ,  a s  w e l l  as t h e  Peace Corps, has taken a  lead i n  t h i s  
t ype  o f  o r i e n t a t i o n .  AID has r e d i r e c t e d   lost o f  i t s  prograrns 
toward t h e  r u r a l  poor and much a t t e n t i o n  has gone t o  assu r i ng  
t h a t  t h e  a c t i v i t i e s  f inanced a c t u a l l y  he lp  t h e  r u r a l  poor. 

Peace Corps' a g r i c u l t u r e  and r u r a l  development p r o j e c t s  
a  r e  imp1 e~nented by ove r  1,600 vo lunteers  worki  ng i n  43 
c o u n t r i e s  th roughout  A f r i c a ,  Asia,  and L a t i n  America. These 
vo lun tee rs  a s s i s t  poor r u r a l  f a r n i l i  es t o  use t h e i r  human and 
m a t e r i a l  resources Inore e f f i c i e n t l y  i n  an a t tempt  t o  become 
more s e l f - s u f f i c i e n t .  Volunteers p rov ide  t e c h n i c a l  
a s s i s t a n c e  t o  enable t h e  r u r a l  poor  t o  i nc rease  crop,  
l i v e s t o c k ,  and f i s h  product ion ;  engage i n  a g r i c u l t u r a l  
ex tens ion  and educa t i on  programs t o  increase t h e  r u r a l  poo r ' s  
access t o  i n f o r m a t i o n  and new techniques;  and a s s i s t  i n  
b u i  1  d i  ng r u r a l  i n f r a s t r u c t u r e  t o  he1 p  i nc rease  incomes and 
t h e  amount o f  food a v a i l a b l e  f o r  l o c a l  consumption by t h e  
poor. 



The IBRD has been a b l e  t o  engage i n  f i n a n c i n g  o f  major  
i n f r a s t r u c t u r a l  work as  w e l l  as t o  increase s t e a d i l y  i t s  
emphasis on t h e  poorest  40 percent  o f  t h e  people. I n  1979, 
t h e  World Bank approved p r o j e c t s  i n  t h i s  ca tegory  amounting 
t o  $1.6 b i l l i o n .  The I n t e r n a t i o n a l  Development Assoc ia t i on  
(IDA), t h e  p a r t  of t h e  World Bank p r o v i d i n g  loans on 
concessional  t e n s  t o  t h e  poorest  developing coun t r i es ,  
f inanced c lose  t o  an a d d i t i o n a l  $1 b i l l i o n  i n  a g r i c u l t u r e  and 
r u r a l  development p r o j e c t s  i n  1979. 'These a c t i v i t i e s  
i ncluded p r o j e c t s  i n research and extension,  area 
development, i r r i g a t i o n  and f l o o d  c o n t r o l ,  and l i v e s t o c k .  

Regional development banks have a1 so been a c t i v e  i n  t h e  
a g r i c u l t u r a l  sector.  I n  L a t i n  America, f o r  i nsta nce, t h e  
Inter-American Development Bank (IDB) has been a  major  source 
o f  f i nanc ing  f o r  r u r a l  i n f r a s t r u c t u r e .  I t s  investments i n  
t r a n s p o r t a t i o n  and e l e c t r i f i c a t i o n ,  f o r  example, have 
prov ided e f f e c t i v e  support t o  count ry  e f f o r t s  i n  a g r i c u l t u r e  
and r u r a l  development. 'The IDB has a l s o  f inanced a  l a r g e  
number o f  r u r a l  development p ro jec ts ,  i nc lud ing  i r r i g a t i o n .  
I n  1978, t h e  IDB loaned $1.9 b i l l i o n  t o  L a t i n  America, 
approx imate ly  22 percent  o f  which went t o  a g r i c u l t u r a l  
p ro jec ts .  An impor tan t  development i s  t h e  emphasis o f  t h e  
IDB on focus ing  a  g r e a t e r  share o f  i t s  programs on t h e  r u r a l  
poor. 

The Asian Development Bank (ADB) has a1 so become a  ma jo r  
source o f  funds f o r  development. I n  1978, i t s  t o t a l  l end ing  
l e v e l  f o r  t h e  y e a r  exceeded $1 b i l l i o n .  One- th i rd  o f  t h i s  
amount, $310 m i l l i o n ,  went t o  t h e  r u r a l  sec tor .  The AD6 has 
emphasized an i n t e g r a t e d  approach t o  r u r a l  development, water 
management, and expansion o f  r u r a l  employment. Fi  she r ies  and 
l i v e s t o c k  have a l s o  rece ived emphasis as a  means o f  improv ing 
n u t r i t i o n a l  standards o f  t h e  people. Since 1968, t h e  ADB has 
f inanced 47 i r r i g a t i o n  and area development p r o j e c t s ,  18 
f i s h e r i e s  p ro jec ts ,  and 7  f e r t i l i z e r  p roduc t i on  a c t i v i t i e s .  

I n  1978, t h e  A f r i c a n  Development Bank and t h e  A f r i c a n  
Development Fund loaned a  t o t a l  o f  $117 m i l l i o n  i n  the  
a g r i c u l t u r a l  sec to r ,  account ing f o r  28 percent  o f  t o t a l  
1  endi ng. P r o j e c t s  whi ch rece ived  f i nanci a1 ass i  stance 
i nc luded  those designed t o  increase food and animal 
product ion ,  especi  a1 l y  i n those c o u n t r i e s  h e a v i l y  dependent 
on food imports.  Loans a l s o  went t o  p r o j e c t s  i n  cash crops, 
i r r i g a t i o n ,  water supply expansion, and i n f r a s t r u c t u r e .  



UN agencies,  p a r t i c u l a r l y  FA0 and t h e  U n i t e d  N a t i o n s  
Devel  opment Program (UNDP) , have a1 so been v e r y  a c t i v e  i n  
p r o v i d i  ng a s s i s t a n c e  f o r  r u r a l  development. FA0 has 
conduc ted  e f f e c t i v e  programs f o r  t h e  r e d u c t i o n  o f  
p o s t - h a r v e s t  losses ,  l o c u s t  c o n t r o l ,  f i s h e r i e s ,  e tc . ,  and 
p r o v i d e s  s t r o n g  l e a d e r s h i p  i n  a g r a r i a n  r e f o r m  and r u r a l  
development, f o o d  s e c u r i t y ,  f o r e s t r y ,  and p r o j e c t  d e s i g n  and 
e v a l u a t i o n .  D u r i n g  t h e  1980-81 budget  c y c l e ,  FA0 w i l l  i n v e s t  
abou t  $850 m i l  l i o n  i n  t hese  programs; $279 m i l l i o n  o f  t h i s  
t o t a l  o r i g i n a t e s  f rom assessed c o n t r i b u t i o n s  w i t h  t h e  ba lance  
r e p r e s e n t i  ng v o l u n t a r y  c o n t r i b u t i o n s  and resou rces  f rom t h e  
UNDP program. 

F i n a l l y ,  t h e  c r e a t i o n  o f  t h e  I n t e r n a t i o n a l  Fund f o r  
A g r i c u l t u r a l  Development (IFAD) marked t h e  i n t e r n a t i o n a l  
canmun i t y ' s  d e c i s i o n  t o  i n i t i a t e  a  program w i t h  t h e  b a s i c  
o b j e c t i v e  o f  a s s i  s t i n g  deve l  o p i  ng c o u n t r i e s  i n  i n c r e a s i  ng 
f o o d  and a g r i c u l t u r a l  p roduc t i on .  IFAD's f o c u s  i s  t h e  sma l l  
f a rme r ,  t h e  l a n d l e s s  and r u r a l  poor. By t h e  end o f  1979, 
IFAD had made commitments t o t a l l i n g  a p p r o x i m a t e l y  $500 
m i l  l i o n  f o r  33  p r o j e c t s  i n  30  c o u n t r i e s .  S e v e n t y - f i v e  
p e r c e n t  o f  t h i s  t o t a l  was a l l o c a t e d  t o  t h e  l e a s t  developed 
c o u n t r i e s  ( t hose  w i t h  p e r  c a p i t a  incomes o f  $300 o r  l e s s ) .  

S t a t u s  o f  M u l t i l a t e r a l  I n i t i a t i v e s  

E f f o r t s  have been underway t o  s t r e n g t h e n  w o r l d  f o o d  
s e c u r i t y .  The mai n  e lements i n c l u d e :  a  more development  
o r i e n t e d  p o l i c y  f o r  i n t e r n a t i o n a l  f o o d  a i d ;  i n c r e a s e d  f o r e i g n  
a s s i s t a n c e  emphasis o n  expanding a g r i c u l t u r e  and f o o d  
p r o d u c t i o n  i n  deve lop i ng  c o u n t r i e s ;  a n  expanded i n f o r m a t i o n  
and e a r l y  warn ing  system w i t h i n  FA0 on  c r o p  p rospec ts ;  
expans ion  o f  f o o d  s t o r a g e  systems i n  deve lop i ng  c o u n t r i e s ;  
t h e  n e g o t i a t i o n  o f  t h e  Food A i d  Convent ion  i n  1980; and 
imp1 e rnen ta t ion  o f  t h e  I n t e r n a t i o n a l  Unde r t ak i ng  f o r  Wor ld 
Food S e c u r i t y  adop ted  by  t h e  1974 Wor ld  Food Conference and 
suppor ted  b y  t h e  U n i t e d  S ta tes .  

I n  1975, d i s c u s s i o n s  o n  t h e  development o f  an  
i n t e r n a t i o n a l  g r a i n  r e s e r v e  system were i n i t i a t e d  by  t h e  
I n t e r n a t i o n a l  Wheat Counci 1  (IWC). I n  Feb rua ry  1979, t h e  
n e g o t i a t i o n s  ended i n  deadlock.  A  Spec ia l  Committee o f  t h e  
IWC began exami n i ng  a n  a l t e r n a t i v e  approach t o  a  wheat 
agreement i n  Oc tober  1979. The approach deve loped by  t h e  
Comrni t t e e  r e t a i n s  t h e  concept  o f  i n t e r n a t i o n a l  c o o r d i  n a t i o n  
o f  n a t i o n a l l y - h e l d  r e s e r v e s  b u t  w i t h o u t  r i g i d ,  a u t o m a t i c  
f e a t u r e s .  Members o f  t h e  Wheat Counc i l  wi 11 d e c i d e  i n  1981 
whether  t o  beg i  n  t h e  p rocess  o f  n e g o t i a t i o n s  o n  t h e  new 
approach. 



I n  1979, t h e  World Food Council  (WFC) proposed t h e  
devel opment o f  Food Sector S t ra teg ies  (FSS) i n devel opi  ng 
count r ies .  The proposal c a l l e d  f o r  donors t o  g ran t  t echn ica l  
and f i n a n c i a l  ass i  stance t o  develop these s t ra teg ies .  The 
proposal was approved. C u r r r e n t l y ,  a lmost twenty FSSs a r e  
under a c t i v e  planning.  The Un i ted  Sta tes  i s  working on plans 
t o  develop food s e c t o r  s t r a t e g i e s  i n  Mal i  and Sudan, and t h e  
goverrunents o f  Canada, Germany, and Belgium, and t h e  World 
Bank and t h e  In ter -Amer ican Development Bank (IDB), have made 
expl  i c i  t commitments t o  o the r  devel op i  ng count r ies .  

I n  November 1980, t h e  Netherlands sponsored a workshop 
on FSSs f o r  A f r i c a  which i nc luded  rep resen ta t i ves  f rom donor 
na t i ons  and twenty A f r i c a n  count r ies .  The main o b j e c t i v e  o f  
t h e  workshop was t o  reach an agreement on t h e  na tu re  and 
s t r u c t u r e  o f  A f r i c a n  FSSs. Another workshop, hosted by Mexico 
and t h e  IDB, i s  planned f o r  February 1981 t o  exp lo re  t h e  need 
and f e a s i b i l i t y  o f  deve lop ing FSSs i n  Central  America and t h e  
Caribbean. Count r ies  a r e  expected t o  request he lp  i n  
developing a food s t ragegy and must make an e x p l i c i t  
canmi tment o f  t h e i r  own personnel t o  p a r t i c i p a t e  i n  
conduct ing t h e  study. 

L a t e  i n  1979, t h e  FA0 and t h e  WFC proposed t h e  
es tab l ishment  o f  a Food Financing F a c i l i t y  (FFF) i n  t h e  IMF 
t o  p r o v i d e  balance o f  payments support  t o  meet except iona l  
v a r i a t i o n s  i n  food impor t  b i l l s  r e s u l t i n g  f rom e i t h e r  c rop 
f a i l u r e s  o r  s i g n i f i c a n t  wor ld  food p r i c e  movements. Such a 
f a c i l i t y  i s  under cons ide ra t i on  by t h e  IMF. Two a l t e r n a t i v e  
methods t o  implement the  proposal have been suggested; (1 )  an 
amended IMF Compensatory F inanc ing Faci li t y  (CFF) ; and ( 2 )  a 
second window t o  t h e  CFF. Under t h e  f i r s t  op t i on ,  a Food 
Financing F a c i l i t y  c o u l d  f i n a n c e  t h e  impor t  o f  about 3 
m i  1 l i o n  tons o f  g r a i n  per  yea r ,  worth about $475 m i  li on 
d o l l a r s  a t  c u r r e n t  pr ices .  Given t h e  c r i t e r i a  proposed f o r  
coun t ry  drawings on t h e  FFF, t h e  f a c i l i t y  would be access ib le  
ma in l y  t o  c o u n t r i e s  c u r r e n t l y  considered high1 y vu lnerab le ,  
e i t h e r  because o f  t h e i r  phys i ca l  environment o r  t h e  canmd i  t y  
s t r u c t u r e  o f  t h e i r  f o r e i g n  trade. The second o p t i o n  would 
a l l o w  f o r  f i n a n c i n g  o f  up t o  18 m i l l i o n  tons o f  g r a i n  impor ts  
wor th  about $2.8 b i l l i o n ,  i f  t h e  most f l e x i b l e  c r i t e r i a  f o r  
drawings were adopted. The IMF s t a f f  has been asked t o  
undertake f u r t h e r  s tudy on t h e  p o s s i b i l i t y  o f  amending t h e  
Compensatory F i  nanci ng F a c i l i t y .  



111. A. 2. ENERGY 

The World S i t u a t i o n  

Development depends on the  a v a i l a b i l i t y  o f  energy a t  
a f f o r d a b l e  p r i c e s  t o  meet minimal  household and i n d u s t r i a l  
needs. Energy i s  e s s e n t i a l  f o r  t h e  modern iza t ion  process and 
f o r  i nc reas ing  p r o d u c t i v i t y .  These development a c t i v i t i e s  
a r e  hampered by t h e  i nc reas ing  cost  o f  energy and i t s  
decreasing a v a i l a b i  1 i ty. Energy problems have become so 
severe t h a t  t h e  development o f  l ow  income coun t r i es  i s  
threatened. I n  some i nstances, energy- re la ted economic 
problems t h r e a t e n  na t i ona l  , reg iona l ,  and p o l i t i c a l  
s t a b i  1 i ty. 

With each OPEC p r i c e  increase and o i l  s ~ ~ p p l y  d i s r u p t i o n ,  
o i l - i m p o r t i  ng developing c o u n t r i e s  a r e  forced t o  choose 
between reduc ing development expendi tures,  c u t t i n g  e s s e n t i a l  
s o c i a l  se rv i ces ,  o r  go i  ng deeper i n t o  debt. The r i s e  i n  
petroleum p r i c e s  i s  a ser ious impediment t o  increased food 
and a g r i c u l t u r a l  p roduct ion ,  p a r t i c u l a r l y  where i ncreases i n  
product  i o n  a r e  dependent on petroleum-based t r a n s p o r t a t i o n ,  
i r r i g a t i o n  systems, and chemical f e r t i l i z e r s .  

Economic growth i n  developing c o u n t r i e s  i s  mucti more 
c l o s e l y  t i e d  t o  increased energy use than i s  t h a t  o f  t h e  
Un i ted  Sta tes  o r  o t h e r  developed count r ies .  Due t o  
i n c r e a s i n g  i n d u s t r i a l i z a t i o n  and u rban iza t i on ,  developing 
c o u n t r i e s  a r e  going through an energy- in tens ive  growth phase 
s i m i l a r  t o  t h a t  experienced i n  the western coun t r i es  p r i o r  t o  
World War 11. 

'The consumption o f  commercial energy i n developing 
c o u n t r i e s  i s  p ro jec ted  t o  r i s e  more than 80 percent  i n  t he  
1980s, compared w i t h  GFIP growth o f  about 70 percent. A t  
p resent ,  developing coun t r i es  account f o r  o n l y  about 13 
percent  o f  t h e  wor ld ' s  use o f  commercial energy; however, t h e  
energy requirements o f  these coun t r i es  a r e  expected t o  r i s e  
t o  17 percent  o f  t h e  wor ld  t o t a l  by 1990. 

The World Bank fo recas ts  t h a t  t h e  o i l  i m p o r t i n g  
developing c o u n t r i e s  (OIDCs) share o f  t o t a l  wor ld  o i  1 
consumption may r i s e  from 15 percent  t o  20 percent  over the  
course o f  t h i s  decade t o  8 m i l l i o n  b a r r e l s  a day o f  o i l  
equi val  en t  (mbdoe). O f  t he  92 o i  1 - impor t i  ng developing 
coun t r i es ,  more than t w o - t h i r d s  depend on impor ts  f o r  more 
than th ree - fou r ths  o f  t h e i r  commercial energy supply. The 
t o t a l  cos t  i s  now runn ing  $70 b i l l i o n  annua l ly ,  about 20 
percent o f  t o t a l  expor t  earnings. 



The LnCs a1 so f a c e  a  second energy  c h a l l e n g e :  t h e  
t r a n s i t i o n  f r o m  heavy dependence on  fuelwood. Yon-commercial  
energy  compr ises  8 5  p e r c e n t  o f  r u r a l  r e q u i r e m e n t s  i n  many 
c o u n t r i e s .  The r e s u l t  o f  i n c r e a s i n g  demand f o r  more f u e l w o o d  
and dung a s  energy  sources  has been d e f o r e s t a t i o n ,  
d e v e g e t a t i o n ,  d e c l i n i n g  w a t e r  t a b l e s ,  s o i l  e r o s i o n ,  s i l t i n g ,  
d e s e r t i f i c a t i o n ,  and f l o o d i n g .  Annual l o s s  o f  f o r e s t  i s  now 
r u n n i n g  25  t o  3 0  m i l l i o n  a c r e s  p e r  y e a r - - a n  a rea  t h e  s i z e  o f  
Pennsy lvan ia .  Moreover ,  h u r n i  ng dung and v e g e t a t i o n  i n  l i e u  
o f  f u e l w o o d  c a r r i e s  h e a l t h  r i s k s  and d e p r i v e s  t h e  s o i l  o f  
enough f e r t i l i z e r  t o  p roduce  2 0  m i l l i o n  t o n s  o f  g r a i n ,  enough 
t o  f e e d  100  m i l l i o n  people.  

O i  1  and Gas 

The Wor ld  Bank e s t i m a t e s  t h a t  o i l  i m p o r t i n g  d e v e l o p i n g  
c o u n t r i e s  have o n l y  a b o u t  2  p e r c e n t  o f  t h e  w o r l d ' s  p roven  o i l  
r e s e r v e s ,  b u t  t h e i r  s h a r e  o f  r e c o v e r a b l e  r e s e r v e s  may b e  1 5  
p e r c e n t .  C u r r e n t 1  y, 20 o i l  i m p o r t i n g  d e v e l o p i n g  c o u n t r i e s  
a r e  p r o d u c i n g  o i l  a t  t h e  r a t e  o f  2 m i l l i o n  b a r r e l s  p e r  day; 
o i l  has been d i s c o v e r e d  i n  f i v e  more c o u n t r i e s  (Benin,  Chad, 
N i g e r ,  I v o r y  Coast,  and  t h e  Sudan) t h a t  a r e  n o t  p r o d u c e r s  a t  
p r e s e n t .  C a p i t a l  i n v e s t m e n t  f o r  f i n a n c i n g  f o r  t h e  
development  o f  a d d i t i o n a l  r e s e r v e s ,  i n c l u d i  ng second phase 
d i s c o v e r i e s ,  o f f s h o r e  e x t e n s i o n s  o f  c o a s t a l  b a s i n s ,  deeper  
d r i  1  li ng, and i n c r e a s e s  i n  r e s e r v e s  f r o m  enhanced r e c o v e r y  
methods, m i g h t  r a i s e  p r o d u c t i o n  f r o m  t h e  p r o b a b l e  p r o j e c t e d  
l e v e l  o f  3.6 m i l l i o n  b a r r e l s  a  day t o  4.8 m i l l i o n  b a r r e l s  a  
day i n  1990. (See T a b l e  I I I . A . l . )  

I n  t h e  p a s t ,  l i t t l e  o i l  predevelopment  a c t i v i t y  has 
o c c u r r e d  i n  d e v e l o p i n g  c o u n t r i e s .  In 1978, 10 p e r c e n t  o f  
g e o p h y s i c a l  a c t i v i t y  o c c u r r e d  i n  o i l  i m p o r t i n g  c o u n t r i e s  and 
o n l y  2  p e r c e n t  o f  o i l  e x p l o r a t o r y  w e l l s  were d r i l l e d  i n  t h e s e  
c o u n t r i e s .  The Wor ld  Bank sugges ts  t h a t  i n v e s t m e n t  
e x p e n d i t u r e s  o n  t h e  o r d e r  o f  $40-60 b i  1  l i o n  i n  1980 do1 l a r s  
wi 11 be r e q u i  r e d  d u r i n g  t h e  decade t o  e n l a r g e  e x p l  o r a t o r y  
e f f o r t s ,  t o  p r o v i d e  a  s t a r t  i n  d e v e l o p i n g  and  t e s t i n g  
t e c h n i q u e s  f o r  e x p l o i t i n g  r e s e r v e s  o f  heavy o i l ,  t a r  sands, 
and o i l  s h a l e ,  and  t o  r e a c h  t h e  l e v e l s  c i t e d  i n  case 2  o f  
T a b l e  I I I . A . l .  T h i s  sum, l a r g e  i n  r e l a t i o n  t o  i n v e s t m e n t  
e x p e n d i t u r e s  i n  r e c e n t  y e a r s ,  i s  a p p r o x i m a t e l y  e q u a l  t o  what  
OIDCs w i l l  spend i n  1980 o n  o i l  i m p o r t s .  



TABLE I I I . A . l  

OIL IMPORTING DEVELOPING COUNTRIES 
ESTIMATED OIL PRODUCTION, 1980-90 ( M i  1 l i o n  bar re ls  a day) 

1980 Case I Case 2 
Estimated ProbabrP Possible 

Producers i n  1980 

No ma  1 

Enhanced Recovery 

Nonproducers i n  1980 

Total  Production 

SOURCE: Energy i n  the Developing Countries, 1980, World Bank s t a f f  estimates. 



Although n a t u r a l  gas i s  one o f  t h e  cheapest energy 
op t i ons  a v a i l a b l e  t o  deve lop ing coun t r i es ,  i t s  use has been 
l i m i t e d  i n  t h e  past  because domestic markets have r a r e l y  been 
l a r g e  enough t o  absorb t h e  h igh  c o s t  o f  b u i l d i n g  p i p e l i n e s  
and d i s t r i b u t i o n  f a c i l i t i e s .  I n  1978, 80 percent  o f  
assoc ia ted gas was f l a r e d  i n  A f r i c a  and 59 percent  i n  Asia 
and t h e  Midd le  East. Governments o f  gas produc ing coun t r i es ,  
conscious o f  w s t i n g  assoc ia ted gas, have i n i t i a t e d  s teps  t o  
e i t h e r  r e i n j e c t  t h e  gas o r  t r e a t  i t  i n  o r d e r  t o  e x t r a c t  
l i q u i f i e d  pet ro leum gas (LPG) and na tu ra l  gas l i q u i d s  (NGL). 
Many deve lop ing c o u n t r i e s  have not ,  however, developed a  gas 
i n d u s t r y  f o r  t h e i r  domestic markets, because they  a r e  t o o  
smal l  t o  j u s t i f y  t h e  l a r g e  investments r e q u i r e d  f o r  
i n f r a s t r u c t u r e .  I n  t h e  c o u n t r i e s  c u r r e n t l y  e x p l o i t i n g  t h e i r  
n a t u r a l  gas, i t  i s  used m a i n l y  f o r  power gene ra t i on  and 
i n d u s t r y  which absorbs a  l a r g e  enough volume t o  j u s t i f y  
c o n s t r u c t i o n  o f  p i p e l i  nes. W i th  a p p r o p r i a t e  i n f r a s t r u c t u r e ,  
n a t u r a l  gas use i n  deve lop ing c o u n t r i e s  might  equal 10-12 
percent  o f  t o t a l  commerci a1 energy consumpti on by 1990. 

Coa 1  

The w o r l d ' s  recoverab le  coal  reserves  a r e  about f i v e  
t imes t h e  s i z e  o f  proven o i l  reserves  (636 b i l l i o n  m e t r i c  
tons  o f  coa l  equ i va len t ) .  Coal p roduc t i on  i n  deve lop ing 
c o u n t r i e s  increased f rom 130 m i l l i o n  tons  t o  160 m i l l i o n  tons  
(5.7 percent  o f  wo r ld  t o t a l )  f rom 1973-78, an  average 
i ncrease o f  4.5 pe rcen t  pe r  year.  Al though 29 developing 
c o u n t r i e s  produce coa l ,  90 percent  i s  p rov ided by n i n e  l a r g e  
producers (Braz i  1  , Colombia, I n d i a ,  Korea, Mexico, Romania, 
Turkey, Vietnam, and Yugoslavia) .  Wi th  acce le ra ted  
i nvestment , coal p roduc t i on  growi ng a  t 6.6 percent  c o u l d  
reach almost  350 m i l  l i o n  tons  by 1990. 

There a r e  va r i ous  c o n s t r a i n t s  on t h e  expansion o f  
deve lop ing c o u n t r i e s '  coal p roduct ion ,  i nc lud i  ng 
t r a n s p o r t a t i o n  S o t t l  enecks, i n s u f f i  c i e n t  investment funds and 
t e c h n i c a l  know-how, and demand u n c e r t a i  n t i r s  rega rd ing  
exports.  Most impor tant  i s  t h e  l ack  o f  d e t a i l e d ,  
h igh -qua l i  ty geo log i ca l  data and o f  v i a b l e  coal  investment 
p r o j e c t s  ready f o r  imp1 ementation. Even where access ib le  
coa l  d e p o s i t s  o f  reasonable q u a l i t y  a r e  a v a i l a b l e ,  l i m i t e d  
domestic ~ n a r k e t s  a r e  a  c o n s t r a i n t  and development of d e p o s i t s  
depends on t h e  a v a i l a b i l i t y  o f  expo r t  markets which a r e  
dominated by e s t a b l i s h e d  expor ters .  I n  a d d i t i o n ,  l ong  l ead  
t imes  a r e  requ i red  i n  t h e  development o f  coal  mines. 



Al though v e r y  l i t t l e  q u a n t i t a t i v e  work has been done on 
t h e  demand s i d e ,  t h e  Wor ld  Bank e s t i m a t e s  t h a t  coa l  
consumpt ion i n  deve lop i ng  c o u n t r i e s  wi 11 r i s e  f rom 193 
m i l l i o n  t o n s  i n  1980 t o  345 m i l l i o n  t o n s  i n  1990. C u r r e n t l y ,  
o v e r  50 deve lop i ng  c o u n t r i e s  consume c o a l ,  b u t  o n l y  15  
consunie more t han  one m i l l i o n  t ons  a  year .  Most o f  t h e  coa l  
consumed i s  used t o  gene ra te  e l e c t r i c i t y ,  a l t h o u g h  coa l  i s  
p a r t i c u l a r l y  s u i t a b l e  f o r  cement p l a n t s ,  p u l p  and paper  
i n d u s t r i e s ,  and t e x t i l e  m i l l s .  

Hydropower 

Hydropower c u r r e n t l y  accoun t s  f o r  4 1  p e r c e n t  o f  t h e  
power g e n e r a t i n g  c a p a c i t y  o f  d e v e l o p i n g  c o u n t r i e s ,  and  can  be 
g r e a t l y  expanded s i n c e  o n l y  10  p e r c e n t  o f  i t s  p o t e n t i a l  has  
been developed. A f r i c a  has o v e r  20  p e r c e n t  o f  t h e  w o r l d ' s  
hydropower resources ,  w i t h  o n l y  abou t  2  p e r c e n t  o f  t h e  
p o t e n t i a l  developed. The co r respond i  ng f i g u r e s  f o r  L a t i n  
America (20  p e r c e n t  o f  w o r l d  p o t e n t i a l )  i s  o n l y  6 p e r c e n t  and 
As ia  (25 p e r c e n t  o f  w o r l d  p o t e n t i a l  ) i s  o n l y  12  pe rcen t .  The 
economics o f  hydropower have become s i g n i f i c a n t l y  more 
a t t r a c t i v e  w i t h  t h e  r a p i d  r i s e  i n  t h e  p r i c e  of f o s s i l  f u e l s .  
A1 though t h e  o p e r a t i  ng c o s t s  o f  hydropower a r e  sma l l  , t h e  
c a p i t a l  c o s t s  a r e  l a r g e ;  hence, hydropower development may b e  
l i m i t e d  b y  t h e  a v a i l a b i l i t y  o f  c a p i t a l  and f o r e i g n  exchange. 
!.lhile t h e  l a c k  o f  b a s i c  h y d r o l o g i c  s t u d i e s  has i n h i b i t e d  
hydropower deve l  opment, t h e  Wor ld Bank p r o j e c t s  t h a t  
a p p r o x i m a t e l y  100 g i g a w a t t s  (gW) of hyd ro  c a p a c i t y  w i l l  be 
added i n  a p p r o x i m a t e l y  60 deve lop i ng  c o u n t r i e s  o v e r  t h e  n e x t  
decade. 

M i  n i - h y d r o  p r o j e c t s  compr i  se abou t  5-10 p e r c e n t  o f  t h e  
w o r l d ' s  t o t a l  hyd ro  resources.  I f  t h e y  can  be connected t o  
t h e  c e n t r a l  g r i d ,  m i n i - h y d r o  p l a n t s  can be used t o  r e p l a c e  
energy s u p p l i e d  by  f u e l  as  w e l l  as  t o  p r o v i d e  a d d i t i o n a l  
capac i t y .  I n  i s o l a t e d  areas,  f o r  sma l l  i n d u s t r y  and v i l l a g e  
e l e c t r i f i c a t i o n  schemes, mi n i - h y d r o  can supplement o r  r e p l a c e  
h i g h  speed d i e s e l s .  

Nuc lea r  

Nuc lea r  power p l a n t s  a r e  c u r r e n t l y  under  c o n s t r u c t i o n  o r  
i n  t h e  p l a n n i n g  s t age  i n  a  few deve lop i ng  c o u n t r i e s .  C u r r e n t  
i n s t a l  l e d  c a p a c i t y  o f  3.4 g i g a w a t t s  (gW), l e s s  t h a n  2  p e r c e n t  
o f  e l e c t r i c i t y  supp l y  i n  deve lop i  ng c o u n t r i e s ,  i s  expected t o  
grow t o  ove r  1 0  gW d u r i n g  t h e  1981-85 pe r i od .  Deve lop i ng  
c o u n t r i e s  l i k e  B r a z i l ,  Pak i s t an ,  I n d i a ,  A rgen t i na ,  Sou th  
Korea,  and Taiwan a1 ready  have access t o  r i u c l ea r  power, and 



Mexico and t h e  P h i l i p p i n e s  a re  a l s o  expected t o  beg in  us ing 
nuc lea r  t o  produce e l e c t r i c i t y  by  t h e  e a r l y  1980s; however, 
rese rva t i ons  about nuc lear  development cont inue t o  e x i s t  
r e f l e c t i n g  , i n t e r a l  i a ,  t h e  problems o f  r a d i o a c t i v e  waste 
d isposa l  , safeguards, and s e c u r i t y .  

Developing c o u n t r i e s  a r e  a t  a r e l a t i v e  disadvantage i n  
nuc lear  power development because o f  shortages i n  c a p i t a l  , 
s k i l l e d  l abo r ,  and management, and t h e  r e l a t i v e l y  l a r g e  s i z e  
o f  canmerc ia l l y  a v a i l a b l e  power p lants .  The r i s i n g  cos t  o f  
safeguards and r e l a t e d  a c t i v i t i e s  makes nuc lear  power a l e s s  
economical l y  a t t r a c t i v e  energy a l t e r n a t i v e .  

Non-Comerci a1 Energy Sources 

I n  sharp c o n t r a s t  w i t h  t h e  i n d u s t r i a l i z e d  economies, 
most devel opi  ng count ri es remai n heavi 1 y dependent on 
t r a d i t i o n a l  non-commerci a1 energy sources such as f i rewood, 
charcoa l ,  and p l a n t  and animal wastes. Although these f u e l s  
a r e  c a l l e d  "non-canmercial" they a r e  i n c r e a s i n g l y  being s o l d  
as  colnmodities i ns tead  o f  be ing gathered by t h e  users. 

I n  rnost coun t r i es ,  t h e  demand f o r  t r a d i t i o n a l  f u e l s  i s  
dani nated by household uses, p r i m a r i l y  cooking. 
Approximately ha1 f o f  t h e  wor ld ' s  popu la t i on  and 
t h r e e - f o u r t h s  o f  those i n  developing c o u n t r i e s  do no t  cook 
w i t h  modern f u e l s  such as gas o r  e l e c t r i c i t y .  Apart  f r a n  use 
o f  fuelwood, and animal and crop res idues f o r  cooking,  a 
v a r i e t y  of  o t h e r  non-commercial energy sources a r e  used i n  
r u r a l  and urban areas. For example, wind energy i s  used i n  
separat ing  g r a i n  from c h a f f ,  d ry ing  meat, and l i f t i n g  water. 
Biomass fue ls  a r e  used i n space heat ing.  So la r  energy i s  
used f o r  c rop dry ing.  Human and animal power a r e  w i d e l y  used 
f o r  water hau l ing ,  t r a n s p o r t ,  harvest ing ,  and i n i t i a l  
processing and t i 1  l i n g .  A host  o f  co t tage  i n d u s t r i e s ,  
smal 1-sca le  and medi um-scale e n t e r p r i s e s  (e.g., b lacksmiths,  
brickmakers, and tobacco d rye rs )  use l a r g e  q u a n t i t i e s  o f  
charcoal  f o r  fue l .  

The non-commercial energy problems o f  developing 
c o u n t r i e s  wi 11 undoubtedly become more acute. Growi ng 
popu la t ions and r i s i n g  p r i c e s  o f  kerosene w i  11 keep demand 
f o r  fuelwood and b i o l o g i c  waste high, f u r t h e r  damaging t h e  
n a t u r a l  ecology and boost ing  fuelwood pr ices .  The obstac les  
t o  t h e  r a p i d  reve rsa l  o f  environmental degradat ion a r e  



formidable.  I n  a d d i t i o n ,  t h e  problems a r e  not  c l e a r l y  
understood, and t h e  f i n a n c i a l  c o s t s  a r e  high; t he re fo re ,  
n a t i o n a l  p lann ing  and i n s t i t u t i o n a l  development a r e  e s s e n t i a l  
t o  p r o v i d e  e f f e c t i v e  land management and fuelwood 
product ion .  

De fo res ta t i on  and d e s e r t i  f i c a t i o n  have o f t e n  r e s u l t e d  
f rom i n d i s c r i m i n a t e  f e l l i n g  o f  t rees.  The demand f o r  fodder  
t o  feed animals, t h e  expansion o f  a g r i c u l t u r a l  land, and t h e  
demand f o r  fuelwood a r e  causing de fo res ta t i on ,  w i t h  severe 
e f f e c t s  on s o i l  q u a l i t y ,  e ros ion,  and water supply. A t  
c u r r e n t  r a t e s  many c o u n t r i e s  may be denuded be fo re  t h e  end o f  
t h e  century.  

The l o s s  o f  s o i l  as a r e s u l t  o f  d e f o r e s t a t i o n  no t  o n l y  
increases t h e  d i f f i c u l t y  o f  r e e s t a b l i s h i n g  f o r e s t  p roduc t i on  
on t h e  a f f e c t e d  areas, bu t  may a l s o  lead t o  problems 
downstream. The eroded s o i l  may be depos i ted i n  r e s e r v o i r s ,  
i r r i g a t i o n  canals, o r  r iverbeds.  I n  addi t i o n ,  s o i l  e ros ion  
leads t o  more i r r e g u l a r  water r u n o f f ,  which decreases useable 
water and increases f l o o d  p o t e n t i a l .  D e s e r t i f i c a t i o n  occurs 
when t h e  vege ta t i on  cover i s  reduced t o  meet forage and f u e l  
needs and when t h e  wind blows away t h e  s o i l .  Fuel s c a r c i t y  
can a l s o  a f f e c t  a g r i c u l t u r a l  p r o d u c t i v i t y  , by f o r c i n g  people 
t o  wi thdraw cow dung and crop res idues from use as f e r t i l i z e r  
and s o i  1 condi ti oners. 

The World Bank has concluded t h a t  a massive 
r e f o r e s t a t i o n  program i s  e s s e n t i a l  and t h a t  a t  l e a s t  125 
m i l l i o n  acres o f  p l a n t i n g  (an area l a r g e r  than C a l i f o r n i a )  i s  
requ i red  du r ing  t h e  next  20 years  t o  ~nee t  demands f o r  
fuelwood and t o  s t a b i l i z e  t h e  t r o p i c a l  f o r e s t  cover. I n  
terms of energy, t h e  b e n e f i t s  o f  such an e f f o r t  would be 
enomlous. At  l e a s t  500 m i l l i o n  persons would be prov ided 
fuelwood on a sus ta inab le  bas is ,  p o t e n t i a l l y  saving more than 
100 b i  1 l i o n  ga l l ons  annual l y  o f  imported commercial f u e l  , 
which a t  today 's  p r i c e s  would cos t  more than $ 7  b i l l i o n .  The 
Dank's p r o j e c t i o n s  imp ly  a p l a n t i n g  requirement o f  6.25 
m i l l i o n  areas annual ly.  The present  p l a n t i n g  r a t e  i s  1.25 
m i l  l i o n  acres per year,  l eav ing  a gap o f  5 m i l l i o n  acres. 
The cos t  o f  f i l l i n g  t h i s  gap w i l l  be 91.5-2.0 b i l l i o n  a 
year. 



New Techno1 o g i  es 

E l e c t r i c i t y  genera ted  f r om  h i g h  tempera tu re  geothermal  
sources can  be s u b s t a n t i a l l y  cheaper  t h a n  e l e c t r i c i t y  f r om  
o i l  o r  f o s s i l  f u e l s .  Geothermal r esou rces  have heen used i n  
c o u n t r i e s  l i k e  New Zealand f o r  i n d u s t r i a l  p rocess  steam, i n  
t h e  US, Japan, I t a l y ,  t h e  P h i l i p p i n e s ,  Mexico, and E l  
Sa l vado r  f o r  e l e c t r i c i t y  gene ra t i on ,  and i n  I c e l a n d  f o r  space 
h e a t i n g  and domest ic  h o t  w a t e r  supply.  Va r i ous  o t h e r  
deve lop i ng  c o u n t r i e s  a r e  be1 i e v e d  t o  have geothermal  
p o t e n t i a l ,  e.g., Venezuela, Costa R ica ,  I n d i a ,  I ndones ia ,  
Tanzania and Burundi .  The Wor ld Bank p r e d i c t s  qeothermal  
c a p a c i t y  i n  deve lop i ng  c o u n t r i e s  a t  2300 megawatts (MW) i n  
1990. 

Energy E f  f i c i  ency 

Deve lop ing  c o u n t r i e s  can  ach ieve  s u b s t a n t i a l  b e n e f i t s  b y  
a  broad program o f  demand management des igned t o  i n c r e a s e  t h e  
e f f i c i e n c y  o f  energy  use. S u b s t a n t i a l  sav ings  c o u l d  be  
ach ieved  by  c u r b i  ng energy  demand g row th  i n  t h e  i n d u s t r i a l  
s e c t o r  t h rough  p l a n n i n g  o f  i n d u s t r i a l  development, t e c h n i c a l  
improvement i n  i n d u s t r i a l  p rocess i ng  , and r e t r o f i t t i n g .  
S i z e a b l e  energy  sav ings  c o u l d  be r e a l i z e d  i n  t r a n s p o r t ,  t h e  
e l e c t r i c  power i n d u s t r y ,  and t h e  household s e c t o r .  
Deve lop i ng  c o u n t r i e s  have t h e  o p p o r t u n i t y  t o  b u i l d  i n  g r e a t e r  
energy  e f f i c i e n c y  a s  t h e y  grow, by  i n c o r p o r a t i  ng t h e  l a t e s t  
t echno log ies .  Tab le  111. A. 2  o f f e r s  Wor ld Bank e s t i m a t e s  o f  
p o t e n t i a l  s a v i  ngs i n  commercial energy  consumpt ion  i n  1990 
w i t h  no change i n  p r o j e c t e d  GNP g row th  r a tes .  

Renewables 

A l t hough  many renewab le  energy  a l t e r n a t i v e s  a r e  no t  
c u r r e n t 1  y a v a i l a b l e  f o r  use, some a1 t e r n a t i  ve energy  sources  
a r e  b o t h  p r a c t i c a l  and economical .  S imp le  s o l a r  dev i ces  
w i t h o u t  f o c u s i n g  c o l l e c t o r s  can  be used f o r  a  v a r i e t y  o f  
purposes. S o l a r  w a t e r  hea te r s  a r e  economical  a1 t e r n a t i  ves 
where peop le  a r e  w i l l i n g  t o  pay f o r  heat .  S o l a r  d r y e r s  can 
be  used t o  reduce l o s s e s  due t o  r o t t i n g ,  i n s e c t s ,  and 
roden t s ,  p r o v i d e d  t h a t  t h e  des i gn  accommdates 1  oca l  
p r o d u c t i o n  and uses l o c a l  rna te r ia .1~ .  S o l a r  w a t e r  
d i s t i l  l a t i o n  i s  a1 so be ing  used i n  v a r i o u s  deve lop i ng  
c o u n t r i e s .  
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TABLE I I I .A.2 
DEVELOPING COUNTRIES: POTENTIAL SAVINGS I N  COMMERCIAL ENERGY CONSUMPTION - 1990 

( M i l  l i o n  b a r r e l s  a day o f  o i l  e q u i v a l e n t )  

RETRO-FITTING INTERFUEL 
/a AND SUBSTITUTIONS 

PROJECTED - PRICING TAXES AND TECHNICAL AND TOTAL 
CONSUMPTION POLICIES REGULATIONS IMPROVEMENTS SCALE ECONOMIES -- PRODUCTION 

(.) Less  t h a n  .05 t h e  u n i t  shown. 

/a Based on "H igh  Case" p r o j e c t i o n s  of GNP and 3 percent  p e r  y e a r  i nc reases  i n  o i l  p r i c e s  a s  i n  World Development Repor t ,  1980: a r a t i o  o f  - 
energy  consumpt ion t o  GNP growth o f  1:l.Z; and a p r i c e  e l a s t i c i t y  o f  energy consumption o f  -0.3 percent .  

/b I n c l u d e s  energy consumed i n  gene ra t i on ,  s t a t i o n  use, l o s s e s  i n  t r a n s m i s s i o n  and d i s t r i b u t i o n .  - 

SOURCE: Energy i n  t h e  Deve lop ing  Country ,  World Bank. August 1980 



The f u e l  r e q u i  rements o f  mechanized v e h i c l e s  a r e  
d i f f i c u l t  t o  meet w i t h  energy  sources o t h e r  t h a n  pe t ro leum.  
A l coho l  f u e l s ,  b o t h  e t h a n o l  and methano l ,  a r e  t h e  most 
promi  s i n g  cand ida tes ;  however, t h e i r  use  wi 11 be l i m i t e d  
u n t i l  t e chno logy  i s  improved f o r  economic p roduc t i on .  
Exper iments  w i t h  f a rm-s i ze  s t i l l s  a r e  be i ng  c a r r i e d  o u t  i n  
S r a z i  1. A1 coho1 i s  s t i l l  c o n s i d e r a b l y  more expens ive  t h a n  
pe t r o l eum f u e l s  and uses l a r g e  amounts o f  raw m a t e r i a l s  wh ich  
may r e q u i  r e  d i v e r t i n g  s c a r c e  l a n d  f r om  o t h e r  a g r i c u l t u r a l  
uses. 

T r a d i t i o n a l  and modern wi n d m i l l s  a r e  wo r t h  c o n s i d e r i n g  
i n  a reas  w i t h  adequate  w ind  and p o o r  r a i n f a l l  such a s  
n o r t h e r n  Mexico, Peru, some n o r t h  and e a s t  A f r i c a n  c o u n t r i e s  
and I n d i a .  Based on exper iments  w i t h  w ind  energy  c o n v e r s i o n  
systems i n  t h e  U.S., t h i s  t echno logy  appears t o  be  
economical  l y  c o m p e t i t i v e  w i t h  o t h e r  sources. U n t i  1  c o s t s  
d e c l i n e  s h a r p l y ,  t h e  use  o f  p h o t o v o l t a i c  c e l l s  i s  l i k e l y  t o  
r ema in  l i m i t e d  t o  s i t u a t i o n s  r e q u i r i n g  sma l l  amounts o f  
e l e c t r i c i t y  ( l e s s  t h a n  6,000 k i  l o w a t t  hou rs  p e r  y e a r )  i n  
remote l o c a t i o n s  where a l t e r n a t i v e s  a r e  ve r y  expens ive .  
Ru ra l  w a t e r  pumping i n  a reas  f a r  f r om  e l e c t r i c a l  g r i d s  may 
o f f e r  such o p p o r t u n i t i e s  f o r  p h o t o v o l t a i c  use  i n  t h e  near  
f u t u r e .  B i ogas  produced f ro in  an ima l ,  p l a n t ,  and human wastes 
can  be used d i r e c t l y  i n  cook i ng  and p r o v i d e  a  by -p roduc t  o f  
r i c h  f e r t i l i z e r .  

US POLICY OBJECTIVES 

The p r i m a r y  US p o l i c y  o b j e c t i v e  r e g a r d i n g  energy  i s  t o  
a s s u r e  adequate  energy  s u p p l y  a t  r easonab le  p r i c e s  t o  suppo r t  
con t i nued  w o r l d  economic growth.  US p o l i c y  a ims a t  
encourag i  ng deve l  o p i  ng c o u n t r i e s  t o  expand t h e i r  own energy  
r esou rces  ( b o t h  non-renewable and renewable)  , w i t h o u t  
i n c r e a s i n g  t h e  r i s k  o f  n u c l e a r  p r o l i f e r a t i o n ,  and t o  a s s i s t  
deve lop i ng  c o u n t r i e s  i n  overcoming e n e r g y - r e l a t e d  c o n s t r a i n t s  
t o  t h e i  r deve l  opment. 

The U n i t e d  S t a t e s  can  p l a y  a n  e f f e c t i v e  l e a d e r s h i p  r o l e  
i n  a s s i s t i n g  deve lop i ng  c o u n t r i e s  i n  t h e i r  e f f o r t s  t o  become 
more s e l f - s u f f i c i e n t  i n  energy. Amer ican t e c h n i c a l  e x p e r t i s e  
i n  energy  i s  enormous. R e l a t i v e l y  modest f i n a n c i a l  
i n ves tmen ts  i n  t h e  energy  s e c t o r  can p rove  b e n e f i c i a l  t o  b o t h  
t h e  US and deve l  op i  ng c o u n t r i e s  by  deve lop i ng  a l t e r n a t i v e  
energy  s u p p l i e s  and i m p r o v i n g  e f f i c i e n c y  o f  use. The l a c k  o f  
s u f f i c i e n t  f i n a n c i  ng, on t e rms  a c c e p t a b l e  t o  b o t h  h o s t  
governments and f o r e i g n  i n v e s t o r s ,  p r o h i b i t s  d e v e l o p i n g  
c o u n t r i e s  f r om  f u l l y  d e v e l o p i n g  t h e i r  energy  p o t e n t i a l .  



Techn ica l  a s s i s t a n c e  i s  a l s o  necessary t o  h e l p  
deve lop i ng  c o u n t r i e s  assess  t h e i r  energy  sources,  uses, 
needs, and o p t i o n s  i n  a  comprehensive way. Few c o u n t r i e s  
have energy  p l ans  o r  p l a n n i n g  capabi 1  i t y ,  n o r  have many 
conducted surveys  o f  energy  da ta  such a s  r u r a l  energy  
p a t t e r n s ,  s o l a r  r a d i a t i o n  d i  s t r i  b u t i o n ,  coa l  reserves ,  o r  t h e  
f u l l  scope o f  t h e i r  w ind  and hydropower p o t e n t i a l .  

PROGRESS I N  US ASSISTANCE TOWARD MEETING OBJECTIVES 

I n  each energy  a r e a  o f  concern  --  fue lwood and f o r e s t r y ,  
new renewable energy,  e f f i c i e n c y ,  f o s s i l  f u e l s ,  and 
hydro-power - -  development i s  c o n s t r a i n e d  by l a c k  o f  b o t h  
t e c h n i c a l  and f i n a n c i a l  resources.  The m i x  o f  needs d i f f e r s  
w i d e l y  a s  does t h e  degree  o f  r e q u i r e d  e x p e r i m e n t a t i o n  and 
demonst ra t ion .  I n  energy, a s  i n  o t h e r  areas,  we l o o k  t o  
m u l t i l a t e r a l  programs as w e l l  a s  t h e  p r i v a t e  s e c t o r  t o  
p r o v i d e  t h e  f i  nanci  ng necessary f o r  l a r g e  c a p i t a l  p r o j e c t s .  
To i n c r e a s e  t h e  r a t e  o f  e x p l o r a t i o n  f o r  o i l  and gas, o f  c o a l  
c o n v e r s i o n  and use, and o f  hydropower gene ra t i on ,  l a r g e  
c a p i t a l  i nputs  a r e  needed; t h e  t e c h n o l o g i e s  a r e  l a r g e l y  
known. Ass i s t ance  i n  t hese  t h r e e  areas,  t h e r e f o r e ,  i s  
p r o v i d e d  p r i m a r i l y  b y  t h e  mu1 t i  l a t e r a l  development banks, 
t h r o u g h  t h e i r  c a t a l y t i c  l e v e r a g i n g  o f  c a p i t a l ,  w i t h  a  
s u p p o r t i n g  r o l e  f o r  o t h e r  donors o f  r e l a t i v e l y  modest 
t e c h n i c a l  a s s i s t a n c e  e f f o r t s .  

I n  energy,  t h e  b i  l a t e r a l  programs s p e c i a l i z e  i n  r e s e a r c h  
and t e c h n i c a l  ass i s t ance .  Concessional  b i l a t e r a l  c a p i t a l  
f i n a n c i n g  i s  genera l  l y  a p p r o p r i a t e  o n l y  where a  l a r g e  degree 
o f  expe r imen ta t i on ,  demons t ra t ion ,  o r  i n s t i t u t i o n - b u i l d i n g  i s  
i n v o l v e d .  The r o l e s  o f  t e c h n i c a l  a s s i s t a n c e  and 
e x p e r i m e n t a t i o n  a r e  g r e a t e s t  i n  i n c r e a s i n g  e f f i c i e n c y  i n  
fue lwood and f o r e s t r y  a c t i v i t i e s ,  i n  energy  p l a n n i n g ,  and i n  
deve lop i ng  and appl  y i  ng a p p r o p r i a t e  new t echno log ies .  I n  
each o f  t hese  areas,  t h e  U n i t e d  S t a t e s  p l a y s  a  l e a d i n g  r o l e .  
A ID 'S  b i l a t e r a l  a s s i s t a n c e  program i n  energy was about  $30 
m i l l i o n  i n  1980. 

AID i s  a l r e a d y  commi t ted  t o  a  m a j o r  t e c h n i c a l  a s s i s t a n c e  
program i n  fue lwood and r e f o r e s t a t i o n ,  i n c l u d i n g  t h e  t e s t i n g  
and demons t ra t i on  o f  new techno1 og i  es, v i  1  l a g e  and community 
wood lo ts ,  t r a i n i n g ,  i n s t i t u t i o n  b u i l d i n g ,  e x p e r i m e n t a t i o n  
w i t h  f a s t  g row ing  spec ies ,  and improved  cookstoves.  I n  1980, 
A ID 'S  budget  f o r  fue lwood programs was $10.7 m i l l i o n .  The 
program i s  expected t o  expand s i g n i f i c a n t l y  a s  new p r o j e c t s  
now be ing  i d e n t i f i e d  a r e  r eady  f o r  f i n a n c i n g .  



AID has been b u i  l d i  ng a n  energy  a s s i s t a n c e  program 
($14.5 mi 1  l i o n  i n  1980)  wh ich  focuses  on  renewable energy,  
and i n s t i t u t i o n  b u i l d i n g  f o r  improved  management o f  a1 1  
energy  resources .  AID i s  wo rk i ng  a t  t h e  f r o n t i e r s  o f  t h i s  
emerging f i e l d ,  and w i l l  f i n a n c e  e x t e n s i v e  t e s t i n g  and 
a d a p t a t i o n  o f  t e c h n o l o g i e s  t o  de te rm ine  t h e i  r c o s t  and 
e f f e c t i v e n e s s  i n  s p e c i f i c  deve lop i ng  c o u n t r y  a p p l i c a t i o n s .  
I n  a d d i t i o n  t o  t e c h n i c a l  concerns,  s p e c i a l  a t t e n t i  on wi 11 be 
g i v e n  t o  econanic,  s o c i a l  , c u l t u r a l  , e n v i  r o m e n t a l  , and 
management i ssues .  

Regard less  o f  t h e i r  r esou rce  base, a1 1  c o u n t r i e s  must 
make g r e a t e r  e f f o r t s  t o  use  energy  more e f f i c i e n t 1  and t o  
i n t e g r a t e  l o n g - r u n  energy  i s s u e s  more comp -T+ e t e  y i n t o  
econany-wide p lann ing .  I n  t h i s  a rea ,  t h e  U n i t e d  S t a t e s  can  
make a  s t r o n g  b i l a t e r a l  c o n t r i b u t i o n  t h rough  t r a i n i n g ,  
c o l  l a b o r a t i v e  p l a n n i n g  , d i  r e c t  t e c h n i c a l  adv i ce ,  and 
se r v i ces .  AID and t h e  Department  o f  Energy a r e  a1 ready 
wo rk i ng  t o g e t h e r  i n  d e s i g n i n g  energy  assessment and p l a n n i n g  
programs t o  a v o i d  d u p l i c a t i o n  o f  e f f o r t .  AID i s  a l s o  
expanding i t s  t e c h n i c a l  a s s i s t a n c e  t a r g e t e d  d i  r e c t l y  a t  
improved energy  e f f i c i e n c y  i n  b o t h  t h e  t r a d i t i o n a l  f u e l s  and 
i n d u s t r i a l  and t r a n s p o r t a t i o n  sec to r s .  

I n  o i l l g a s ,  most deve lop i ng  c o u n t r i e s  have n o t  
p a r t i c i p a t e d  a c t i v e l y  i n  t h e  search  f o r  o r  development o f  
t h e i r  resources.  They l a c k  t r a i n e d  and expe r i enced  manpower 
and adequate knowledge o f  t h e i r  r esou rce  base. A:[D i s  
p r o v i d i n g  t e c h n i c a l  a s s i s t a n c e  t o  address  t hese  problems. A  
new program wi 11 soon b e g i n  t r a i n i n g  deve lop i ng  c o u n t r y  
n a t i o n a l s  i n  e x i s t i n g  US i n s t i t u t i o n s  i n  t e c h n i c a l  f i e l d s  
r e l e v a n t  t o  f o s s i l  f u e l  development. AID s u p p o r t s  g e o l o g i c  
s t u d i e s  i n  a  few c o u n t r i e s  w i t h  a  p r o m i s i n g  ou t l ook .  These 
new i n i t i a t i v e s  w i l l  be conduc ted  i n  c l o s e  c o l l a b o r a t i o n  w i t h  
t h e  Wor ld Bank. I n  1980, AID spent  $4.7 m i l l i o n  on  f o s s i l  
f u e l  programs. 

Rap id  development o f  coal use  i s  c o n s t r a i n e d  i n  p a r t  b y  
a  l a c k  o f  adequate  t e c h n i c a l  e x p e r t i s e ,  p l a n n i n g  c a p a b i l i t y ,  
and d e t a i l e d  g e o l o g i c  data. AID w i  11 conduc t  t r a i n i n g  under  
t h e  p r e v i o u s l y  ment ioned program and wi 11 b e g i n  t e c h n i c a l  
a s s i s t a n c e  i n  p l a n n i n g  i n  seve ra l  c o u n t r i e s .  I n  a d d i t i o n  t h e  
Trade and Development Program (TDP) wi 11 i n c r e a s e  i t s  
i nvo l  vement i n  coa l  b y  p r a n o t i n g  t h e  e x p o r t  o f  US equipment, 
t echno logy ,  and  e x p e r t i s e .  



An i m p o r t a n t  c o n s t r a i n t  t o  a c c e l e r a t e d  i nvestment  i n  
h  d r o  ower i s  i n s u f f i c i e n t  da ta  on hydro  resources .  AID can  t-e p  ay  a n  i m p o r t a n t  r o l e  by c o n d u c t i n g  b a s i c  surveys  and 
he1 p i  ng c o u n t r i e s  f o r m u l a t e  comprehensive r i v e r  b a s i n  
deve l  opment p l ans  i n  o r d e r  t o  gene ra te  a d d i t i o n a l  p r o j e c t s  
f o r  l a r g e - s c a l e  f i n a n c i n g .  I n  a d d i t i o n ,  AID i s  h e l p i n g  t o  
promote low-head, s m a l l - s c a l e  hydropower wh ich  o f f e r s  many 
economic advantages i n  s p e c i f i c  reg ions .  

The f o l  l o w i n g  a r e  US sponsored t e c h n i c a l  a s s i s t a n c e  
programs i n  t h e  f i e l d  o f  energy sponsored by t h e  U n i t e d  
S ta tes .  

Department  o f  Energy (DOE) 

b l h i l e  most o f  DOE'S i n t e r n a t i o n a l  a c t i v i t i e s  t o  deve lop  
c o o p e r a t i v e l y  o r  f a c i l i t a t e  t h e  development o f  new energy  
t e c h n o l o g i e s  have been w i t h  i n d u s t r i a l  c o u n t r i e s ,  t h e r e  i s  
i nc reas i  ng r e c o g n i t i o n  o f  t h e  impor tance  o f  wo rk i  ng w i t h  
deve lop i ng  c o u n t r i e s .  DOE has a  number o f  programs, 
i n c l  ud i  ng t h e  Count ry  Energy Assessment program. 

The p r i m a r y  o b j e c t i v e  o f  t h e  Count ry  Energy Assessment 
program i s  t o  coope ra te  w i t h  v a r i o u s  deve lop i ng  and 
i n d u s t r i a l  i z i  ng c o u n t r i e s  t o  he1 p  them s t r e n g t h e n  t h e i r  
energy  p l a n n i n g  capabi li ty. The assessment a c t i v i t y  i s  a  
f u l  l y  c o l l a b o r a t i v e  e f f o r t  c a r r i e d  o u t  by  c o u n t e r p a r t  teams 
o f  t e c h n i c a l  and economic s p e c i a l i s t s  and o t h e r  e x p e r t s  from 
t h e  US and t h e  h o s t  coun t ry .  T h i s  c o l l a b o r a t i v e  approach 
a l l o w s  h o s t  c o u n t r y  p a r t i c i p a n t s  t o  deve lop  improved wo rk i ng  
f a m i l i a r i t y  w i t h  i n f o r m a t i o n  c o l l e c t i o n ,  a n a l y s i s ,  and 
e v a l u a t i o n  methods t h a t  can  be  a p p l i e d  t o  subsequent energy  
p l a n n i n g  a c t i v i t i e s .  

The p roduc t  o f  t h e  comprehensive energy assessment i s  a  
j o i n t  r e p o r t  t h a t  d e s c r i b e s  t h e  assessment p rocess  and s e t s  
f o r t h  t h e  r e s u l t s  o f  t h e  a n a l y s i s .  It i s  n o t  a n  energy  p lan ,  
b u t  r a t h e r  a  t e c h n i c a l  and economic a n a l y s i s  t h a t  p r o v i d e s  
sound i n f o r n ~ a t i o n  and an  a n a l y t i c a l  base f rom which t h e  h o s t  
c o u n t r y  can  c o n t i n u e  t o  deve lop  i t s  own n a t i o n a l  energy 
p lans .  E f f o r t s  a r e  underway t o  ensure  c o n t i n u i n g  suppo r t  f o r  
n a t i o n a l  energy p l a n n i n g  i n  p a r t i c i  p a t i  ng c o u n t r i e s .  

I n  f i s c a l  y e a r  1980, energy  assessments were underway i n  
t h e  Repub l i c  o f  Korea, P o r t u g a l  and Argen t ina .  D i  scuss ions  
a  r e  c u r r e n t 1  y underway r e g a r d i  ng p o s s i b l e  assessments i n  
a d d i t i o n a l  c o u n t r i e s  f o r  1981, i n c l u d i  ng T u n i s i a ,  Greece, and  
Venezuela. Venezuela i s  t h e  f i r s t  OPEC c o u n t r y  



p a r t i c i p a t i n g ,  and t h e  Un i ted  S ta tes  w i l l  be f u l l y  re imbursed 
f o r  DOE'S work. E a r l  i e r  r e p o r t s  have he1 ped p a r t i  c i  p a t i  ng 
c o u n t r i e s  t o  r e f i n e  t h e i r  requests  f o r  ass i s tance  from 
i n t e r n a t i o n a l  f i n a n c i a l  i n s t i t u t i o n s  and t o  i d e n t i f y  ways t o  
b e t t e r  use t h a t  ass is tance.  I n  a d d i t i o n ,  t hese  r e p o r t s  have 
he1 ped e s t a b l i s h  a  framework f o r  p r i o r i t y  assignment o f  
c u r r e n t  resources. 

I n  a d d i t i o n  t o  t h e  Country Energy Assessment program, 
DOE i s  a c t i v e  i n  b i l a t e r a l  t e c h n i c a l  cooperat ion.  DOE and 
Mexico have been coopera t ing  i n j o i n t  resource assessment o f  
a  geothermal f i e l d  and i n  a  coope ra t i ve  s tudy  t o  determine 
t h e  most economical methods t o  develop t h e  r e s e r v o i r .  Th i s  
i s  j u s t  one o f  t h e  approx imate ly  20 areas o f  p o s s i b l e  
coope ra t i on  i d e n t i f i e d  under a  Memorandum o f  Understanding on 
s c i e n t i f i c  and t e c h n o l o g i c a l  cooperat ion.  DOE organ ized two 
AID-funded workshops i n  Braz i  1  t o  acqua in t  government and 
i n d u s t r y  people w i t h  US techno logy i n  coa l  and s o l a r .  The 
workshops and a  $400,000 f o l l o w - o n  f e a s i b i l i t y  s tudy  a r e  
expected t o  l ead  t o  s u b s t a n t i a l  commercial a c t i v i t y .  DOE i s  
a s s i s t i n g  Saudi Arab ia  w i t h  t h e  w o r l d ' s  l a r g e s t  p h o t o v o l t a i c  
power system and o t h e r  types o f  s o l a r  technology. I n  
Venezuela, DOE wi 1  1  undertake research and development 
coope ra t i on  i n  several  t e c h n i c a l  f i e l d s  w i t h  i n i t i a l  emphasis 
on o i l  p roduc t i on  and process ing o f  heavy o i l s .  I s r a e l  
s igned t h r e e  agreements w i t h  DOE i n  1980 p r o v i d i n g  f o r  
coope ra t i on  i n  s o l a r  energy, and I n d i a  i s  working w i t h  DOE i n  
t h e  f i e l d  o f  coa l .  DOE i s  e s t a b l i s h i n g  a  s i s t e r - l a b o r a t o r y  
arrangement between t h e  S o l a r  Energy Research I n s t i t u t e  
(SERI) and t h e  coun te rpa r t  o r g a n i z a t i o n  i n  Korea. DOE i s  
n e g o t i a t i n g  w i t h  Gabon on a  s o l a r  v i l l a g e  demonst ra t ion  t o  be 
managed by t h e  Na t i ona l  Aeronaut ic and Space A d m i n i s t r a t i o n  
(NASA). l J i t h  AID ass is tance,  DOE managed an ex tens i ve  and 
successfu l  symposium on O i l  Shale Development i n  Morocco. I n  
Egypt, DOE manages a  wind p r o j e c t ;  i n  Ma l i ,  i n s t a l l a t i o n  o f  a  
p h o t o v o l t a i c  system; i n  Indonesia a  n a t i o n a l  energy research 
and development l a b o r a t o r y ;  and i n  Sudan, a n  energy p lann ing 
t r a i n i n g  course f o r  o f f i c i a l s .  

Trade and Development Program (TDP) 

TDP f a c i  1  i t a t e s  t h e  t r a n s f e r  o f  US energy techno l  ogy 
th rough g r a n t - f i  nanci ng o f  p r o j e c t  p lann ing serv ices .  Th is  
i s  done l a r g e l y  i n  middle-income and i n d u s t r i a l i z i n g  
c o u n t r i e s  i n  t h e  form of p r e - f e a s i b i  li t y  and f e a s i b i l  i t y  
s tud ies ,  techno logy workshops, and techno l  ogy o r i e n t a t i o n  
v i s i t s  t o  t h e  Un i ted  States. These and o t h e r  programs i n f o r m  
d e c i s i o n  makers and p lanners  i n  deve lop ing c o u n t r i e s  about US 



e x p e r t i s e  i n  energy  r e s e a r c h  and development and i t s  
a  pp l  i cab i  1  i ty t o  t h e i  r development needs. By p romot i  ng t h e  
t r a n s f e r  o f  US t e c h n o l o g i c a l  goods and s e r v i c e s ,  TDP a s s i s t s  
development  e f f o r t s  and i n c r e a s e s  t h e  s a l e  o f  US goods and 
s e r v i c e s  i n  energy  and o t h e r  key  sec to r s .  Energy p r o j e c t s  
have r e c e i v e d  t h e  l a r g e s t  a1 l o c a t i o n  o f  TDP funds. 
Fur thermore ,  TDP has p l aced  i t s  emphasis on newly  
i n d u s t r i a l i z i n g  c o u n t r i e s  wh ich  have been n e g a t i v e l y  a f f e c t e d  
b y  q u a d r u p l i n g  pe t r o l eum p r i ces .  Reducing dependency o n  
i m p o r t e d  pe t ro leum,  t h r o u g h  more t l i e  e f f i c i e n t  energy  use and 
t h e  i d e n t i f i c a t i o n  o f  economical  a l t e r n a t i v e  f u e l s  f o r  
cook i ng ,  f o o d  d r y i n g ,  t r a n s p o r t ,  and o t h e r  i n d u s t r i a l  uses, 
hase been t h e  ma in  f ocus  o f  TDP programs. 

The i n t e n s i v e  r e s e a r c h  and development by DOE and 
e x i s t i n g  p r i v a t e  s e c t o r  e x p e r t s  i n  t h e  a reas  o f  o i l  s h a l e  
e x t r a c t i o n ,  c o a l  g a s i f i c a t i o n  and combus t ion  eng inee r i ng ,  
hydropower, and u l t r a  h i g h  v o l t a g e  t r ansm iss i on ,  e t c .  have 
p l ayed  a  l a r g e  r o l e  i n  TDP programs. Through them, TDP has 
been a b l e  t o  a s s i s t  a  number o f  c o u n t r i e s  i n  mee t i ng  t h e i r  
r a p i d l y  g row ing  energy  demand a t  l o w e r  c o s t  and w i t h  reduced 
burden  on  l i m i t e d  f o r e i g n  exchange. A t  t h e  same t ime ,  TDP i s  
a l s o  wo rk i ng  i n  o i l  e x p o r t i n g  c o u n t r i e s  such as  Q a t a r ,  wh ich  
a n t i c i  pa te  e a r l y  d e p l e t i o n  o f  t h e i r  pe t r o l eum rese rves ,  
a s s i s t i n g  them t o  deve lop  n a t u r a l  gas d e p o s i t s  and t o  improve 
secondary o i l  recovery.  TDP has conduc ted  o i l  s h a l e  
c o l  1  oqui  a  i n  Morocco exami n i  ng t h e  geo logy ,  known reserves ,  
env i r onmen ta l  impac t ,  and p o l i t i c a l ,  economic, and f i n a n c i a l  
c o s t s  o f  d e v e l o p i n g  t h e s e  v a s t  resources .  

I n  B r a z i l ,  TDP i s  c u r r e n t l y  a s s i s t i n g  i n  a  t h r e e  phased 
program t o  i d e n t i f y  p r o j e c t s  dnd e s t a b l i s h  t e c h n i c a l  
s p e c i f i c a t i o n s  i n  medi urn-BTU c o a l  g a s i f i c a t i o n ,  c o n v e r s i o n  o f  
o i l - f i r e d  u t i l i t i e s  t o  f l u i d i z e d - b e d  c o a l  combust ion,  and 
a p p l y  s o l a r  energy  f o r  c r o p  d r y i n g  and i n d u s t r i a l  p rocess  
heat .  'TDP has been a s s i s t i n g  t h e  e l e c t r i c i t y  g e n e r a t i o n  
a u t h o r i t y  o f  Tha i l and  i n  d e s i g n i n g  a  number o f  l a r g e  
c o a l - f i r e d  g e n e r a t i n g  p l a n t s  and a s s o c i a t e d  t r a n s m i s s i o n  
1 i nes f o r  t h e  Bangkok g r i d .  

I n  a d d i t i o n  t o  f u n d i n g  and t e c h n i c a l  ass i s t ance ,  TDP 
a l s o  a r ranges  t e c h n i c a l  t r a i n i n g  programs i n  energy  and 
r e l a t e d  f i e l d s .  These prograrns a r e  des igned t o  a s s i s t  
t e c h n i c i a n s  and m i d d l e  managers i n  s t r e n g t h e n i n g  t h e  
a d m i n i s t r a t i o n  o f  u t i l i t i e s  and p u b l i c  works m i n i s t r i e s  
charged w i t h  managi ng energy  prograrns i n deve l  op i  ng 
c o u n t r i e s .  



Overseas P r i  va te  I nves tmen t  C o r p o r a t i o n  (OPIC) 

I n  1977, OPIC i n a u g u r a t e d  a program u t i l i z i n g  i t s  
p o l i t i c a l  r i s k  i n s u r a n c e  and a l l - r i s k  l o a n  gua ran t y  
a u t h o r i t i e s  t o  c a t a l y z e  i nc reased  e x p l o r a t i o n  f o r  and 
p r o d u c t i o n  o f  hydrocarbon  resou rces  b y  t h e  US p r i v a t e  s e c t o r  
i n  t h e  deve lop i ng  na t i ons .  OPIC i s  c u r r e n t l y  expand ing  t h e s e  
a c t i v i t i e s  i n  response t o  growi  ng i n t e r e s t  b y  p r i v a t e  US 
i n v e s t o r s .  To da te ,  OPIC has i s s u e d  11 p o l i t i c a l  r i s k  
i n s u r a n c e  c o n t r a c t s  o n  p r i m a r y  pe t r o l eum p r o j e c t s ,  6 o f  them 
i s s u e d  i n  FY 80. OPIC has more t h a n  8 0  r e g i s t r a t i o n s  f o r  
more t h a n  30  companies i n  about  30 c o u n t r i e s .  OPIC, t o g e t h e r  
w i t h  o t h e r s ,  has devo ted  c o n s i d e r a b l e  e f f o r t  i n  t h e  
development  o f  seve ra l  geothermal  power g e n e r a t i o n  p r o j e c t s  
i n  As i a  and w i l l  c o n t i n u e  t h e s e  e f f o r t s  t o  deve lop  
geo therma l ,  s o l a r  and o t h e r  forms o f  energy  i n  t h e  d e v e l o p i n g  
c o u n t r i e s .  

Peace Corps 

The Peace Corps i s  f o c u s s i  ng e x p l i c i t l y  o n  energy  
r e l a t e d  programs t h r o u g h  j o i n t  e f f o r t s  w i t h  AID. A $1.55 
m i l l i o n  g r a n t  f rom AID, awarded i n  1979, i s  s u p p o r t i n g  a 
t h r e e - y e a r  program focused on  v i l l a g e  l e v e l  energy. 

The goal  o f  t h i s  energy  program i s  t o  a s s i s t  d e v e l o p i n g  
c o u n t r i e s  i n  i d e n t i f y i  ng needs and imp lemen t i ng  a l t e r n a t i v e /  
renewable energy  programs a t  t h e  community l e v e l ,  and t o  
deve lop  t h e  i n -coun t r y  capab i  1 i ty t o  c o n t i n u e  t h e s e  programs. 
There  a r e  t h r e e  ma in  components o f  t h i s  program: a n  energy  
survey ,  programming a c t i v i t i e s  ( t e c h n i c a l  a s s i s t a n c e ) ,  and 
t r a i n i n g  programs. By t h e  end o f  t h e  AID g r a n t ,  t h e  program 
wi 1 1 have : 

- -  deve loped a n  energy  su r vey  methodology and i nst rument  
t o  be used b y  h o s t  c o u n t r y  n a t i o n a l s  t o  measure energy  
r esou rces ,  needs and p o t e n t i a l  i n r u r a l  v i  1 lages ;  

--  implemented t h e  su r vey  ( b y  Peace Corps and o t h e r  h o s t  
c o u n t r y  p a r t i c i p a n t s )  i n  r u r a l  a reas  i n  a number o f  
c o u n t r i e s ;  

-- deve loped and imp1 emented energy  t echno logy  p r o j e c t s  i n 
r u r a l  v i l  l ages  i n  15-20 c o u n t r i e s  b y  complement ing and 
b u i l d i n g  upon survey  a c t i v i t i e s ,  and o t h e r  programming 
e f f o r t s ;  and 



-- deve loped and implemented i n t e n s i v e ,  t e c h n i c a l ,  
s k i  1 1 - t r a i n e d  modules a p p r o p r i a t e  f o r  Peace Corps, 
o t h e r  development agencies,  and h o s t  c o u n t r y  use i n  a 
r ange  o f  renewable energy  t echno log ies .  

O v e r a l l ,  t h e  program f o s t e r s  a f i e l d - b a s e d  wo rk i ng  
r e l a t i o n s h i p  between h o s t  c o u n t r y  agenc ies  and i n t e r n a t i o n a l  
development  o r g a n i z a t i o n s  - -  i n  t h i s  case, Peace Corps, AID, 
and o t h e r  donors who become i n v o l v e d .  Hos t  c o u n t r y  
commitment t o  a l t e r n a t i v e  energy  development  i s  demons t ra ted  
t h r o u g h  o r g a n i z a t i o n a l  suppor t ,  wo rk i ng  w i t h  c o u n t e r p a r t s  on 
d a t a  c o l l e c t i o n  and energy  and f o r e s t r y  p r o j e c t s ,  and t h e  
suppo r t  and i nvo l vemen t  i n  programming and t r a i n i n g  e f f o r t s .  

The second program i s  a $1.2 mi 1 l i o n ,  t h r e e - y e a r  program 
which s t a r t e d  i n  l a t e  FY 80, and focuses  on t h e  c r i t i c a l  r o l e  
o f  f o r e s t  r esou rces  as a renewable energy  source. AID wi 11  
s u p p l y  r esou rces  t o  enhance Peace Corps' p r o f e s s i o n a l ,  
t e c h n i c a l ,  programming, and backs topp ing  c a p a b i l i t y ,  w h i l e  
Peace Corps w i l l  r e c r u i t ,  t r a i n ,  and p l a c e  f o r e s t r y  
v o l u n t e e r s  i n  c o l l a b o r a t i v e  p r o j e c t  s e t t i n g s  i n  up t o  6 Peace 
Corps-AID c o u n t r i e s .  Goals o f  t h i s  e f f o r t  i n c l u d e :  

--  Develop, demonstrate,  and make a v a i l a b l e  f o r  f u t u r e  
t r a n s f e r  a range o f  t r o p i c a l  r e f o r e s t a t i o n  techn iques ,  
l o c a l l y  developed f o r  l o c a l  needs. 

-- P r o v i d e  personne l  adequa te l y  p repared  and c o m ~ i t t e d  t o  
engage i n  community e x t e n s i o n  work and who a r e  
knowledgeable about  a p p r o p r i a t e  p r o p a g a t i o n  and 
s i l  v i c u l  t u r e  techn iques .  

- -  P r o v i d e  seed money i n  amounts a p p r o p r i a t e  t o  t h e  t a s k s  
a t  hand and a v a i l a b l e  w i t h  r easonab le  r a p i d i t y  and 
f l e x i b i l i t y .  

-- Demonstrate a community-based p r o j e c t  d e s i g n  approach 
wh i ch  t a k e s  i n t o  accoun t  t h e  v a r i a b i l i t y  o f  l o c a l  
p o l i t i c a l ,  c u l t u r a l  and b i o l o g i c a l  envi ronments.  

- -  P r o v i d e  t r a i n i n g  methods and c u r r i c u l a  based on  a d u l t  
l e a r n i n g  t echn iques  t o  be t e s t e d ,  r e f i n e d ,  and 
even tua l  l y  t r a n s f e r r e d  f o r  h o s t  c o u n t r y  use beyond t h e  
scope o f  t h e  p i l o t  p r o j e c t .  



The development of s t r a t e g i e s  and energy techno l  ogy 
t r a i n i n g  programs has had an impact on vo lunteers  working i n  
o t h e r  types o f  a c t i v i t i e s .  Peace Corps vo lunteers  have used 
h y d r a u l i c  rams i n  h e a l t h  programs, w a t e r / s a n i t a t i o n  p r o j e c t s ,  
and a g r i c u l t u r a l  schemes t o  pump water where none was pumped 
before ,  o r  t o  s u b s t i t u t e  a  renewable energy technology f o r  a  
c u r r e n t  pumpi ng dev ice  t h a t  uses petroleum f u e l .  Volunteers 
i n  h e a l t h  p r o j e c t s  have been t r a i n e d  t o  b u i l d  mud stoves,  
which reduce acc iden ts  from contac t  w i t h  open f i r e s  and eye 
diseases f rom smoke, i n a d d i t i o n  t o  conserving f i rewood. 
Both educat ion and vocat iona l  teachers have i ncorporated 
renewable energy techno l  og i  es ( f  ue l -conserv i  ng stoves,  
charcoal  r e t o r t s ,  s o l a r  water heaters,  v i l l a g e  woodlots, 
e tc . )  i n t o  e x i s t i n g  school a c t i v i t i e s  and/or in t roduced them 
i nto  t h e i r  communities as secondary a c t i v i t i e s  t o  t h e i r  
o r i g i  nal assignments. 

Mu1 t i  1 a t e r a l  Development Banks 

The m u l t i l a t e r a l  development banks p rov ide  t h e  l a r g e s t  
amount o f  f i n a n c i a l  ass i s tance  f o r  energy pro jec ts .  The MDBs 
a r e  a c t i v e  i n  energy i n  t h r e e  ways: 

-- fund ing p r o j e c t s  i n  power generat ion;  

- -  a s s i s t i n g  developing c o u n t r i e s  i n  i n c r e a s i  ng t h e i r  
p roduc t i on  o f  f o s s i l  f ue l s ;  and 

-- s t a r t i n g  programs i n  renewable energy, p a r t i c u l a r l y  
f i rewood. 

The MDBs have long supported p r o j e c t s  i n  power 
genera t i on  which s t i l l  represent  a  major  p r o p o r t i o n  o f  MDB 
energy programs; 65% o f  planned IRRD lend ing  i n  the  energy 
s e c t o r  i n  1979-83 i s  expected t o  be i n  power generat ion;  
a lmost a l l  reg iona l  MDB energy p r o j e c t s  a r e  i n  t h i s  area. 

The MDB r o l e  i n  power generat ion  r e f l e c t s  t h e i r  
comparative advantage i n  being a b l e  t o  p rov ide  t h e  
subs tan t i a l  amounts o f  c a p i t a l  requ i red  by p r o j e c t s  o f  t h i s  
k ind.  



The World Bank est imates t h a t  t h e  t o t a l  investment 
needed f o r  an expanded energy program i n  t h e  o i l  impor t i ng  
developing coun t r i es  i s  $450 t o  $500 b i  1  l i o n  ( i n  1980 
d o l l a r s )  over the  next decade. The f i nanc ing  of such a  
program w i l l  make heavy demands on domestic savings and 
ex te rna l  c a p i t a l .  The Bank w i l l  lend a t  l e a s t  $13 b i l l i o n  
over  t h e  f i v e  y e a r  p e r i o d  (F i sca l  Years 1981-85) b u t  under 
t h e  expanded program t o  be funded by t h e  proposed energy 
a f f i l i a t e ,  i t  would spend an a d d i t i o n a l  $12 b i l l i o n .  Current 
1  endi ng and des i rab le  l end i  ng l e v e l s  a re  out1 i ned i n Table 
III.A.3, Although the  proposed energy a f f i l i a t e  i s  s t i l l  i n  
t h e  planning phase, t h e  Bank be l i eves  t h a t  t h e  "des i rab le "  
l e v e l  i s  bo th  f e a s i b l e  and necessary t o  meet the  energy needs 
o f  developing countr ies.  

The World Bank, under c u r r e n t  programs, w i  11 lend almost 
$4 b i l l i o n  f o r  o i l  and gas development (up t o  $8 b i l l i o n  i f  
t h e  des i rab le  program i s  approved) d u r i n g  FY 1981-85. I n  
pre-development work, t h e  Bank's ob jec t i ves  a r e  t o  acce le ra te  
e x p l o r a t i o n  where present l e v e l s  a r e  inadequate and t o  he lp  
prepare techn ica l  data t o  permi t  dec is ions on e x p l o r a t i o n  
p o s s i b i l i t i e s  w h i l e  maximizing p a r t i c i p a t i o n  by p r i v a t e  
companies. I n  a d d i t i o n ,  i t  plans t o  support o i l  and gas 
product ion by maximizi ng t h e  techn ica l ,  i n s t i t u t i o n a l  and 
p o l i c y  support associated w i t h  i t s  f inanc ing,  and by 
a s s i s t i n g  na t iona l  o i l  companies i n  t h e  des ign and 
implementat ion o f  adequate sec to r  p o l i c i e s .  The World Bank 
w i l l  lend $150 m i l l i o n  du r ing  t h e  same p e r i o d  f o r  r e f i n e r y  
cons t ruc t i on .  

I n  coal  and l i g n i t e ,  t h e  Bank wi 11 l e d  $840 m i  1  l i o n  over 
t h e  FY 1981-85 per iod.  The Bank w i l l  rev iew e x i s t i n g  
geo log ica l  repor t s  o f  coal  resources, f i nance  bas ic  
e x p l o r a t i o n  programs, prov ide techn ica l  assistance, f inance 
f e a s i b i l i t y  studies,  f i nance  s tud ies  t o  i d e n t i f y  prospects 
f o r  increased use o f  coal  and coal  mining and f inance 
t r a n s p o r t a t i o n  p ro jec ts .  

The World Bank wi 11 lend $200 m i l  l i o n  i n  FY 81-85 f o r  
a l coho l  p roduc t ion  b u t  w i t h  t h e  r e a l i z a t i o n  t h a t  such 
programs must be approached w i t h  caut ion.  I n  a d d i t i o n  t h e  
Bank plans t o  i nco rpo ra te  renewable technolog ies  where 
poss ib le  i n  smal l -scale decen t ra l i zed  generat ing f a c i l i t i e s ;  
b iogas and s o l a r  components i n  r u r a l  development p r o j e c t s  t o  
meet household and community needs; t h e  use o f  biomass t o  



Table 111. A. 3 

CURRENT AN0 DESIRABLE WORLD BIWK ENERGY LENDING PROGRAM. 
FY 1981-85 

(Mi l  l i o n  current US Do l l a r s )  

DESIRABLE 

PROJECT 
- 

LENDIK; LENDING PROJECT 
PROGRAM COST PROGRAM COST 

Coal and L i g n i t e  f- 
a 

840 4,270 2,000 7,350 

O i l  L Gas 

Predevel opment 1,020 2,610 2,410 5,850 
011 Devel opnent b 1.755 5,900 3.320 12,150 
t as  Development 

Fuel wood 
A1 coho1 

E l e c t r i c  Power 7,590 37,950 

I n d u s t r i a l  Retro- 
f i t t i n g  0 0 - 

TOTAL 13.190 /d 57,330 

Bank Share o f  Total 
Pro jec t  Cost (percent)  

Includes coal gas i f i ca t i on  projects.  
Includes heavy o i l  p ro jec ts .  

c Includes methanol. t Does not provide f o r  any lead ing t o  China. 

MITE: On conplet ion, t he  p ro j ec t s  1ncluded i n  the  Current Lending Program are  estimated t o  - 
produce ( o r  i n  t he  case o f  e l e c t r i c  power and i n d u s t r i a l  r e t r o f i t t i n g  projects,  t o  save) 
energy equivalent t o  1.62 m i l l i o n  ba r re l s  o f  011 per  day (mbdw) or  5.3 percent o f  the  
developing count r ies '  projected energy consunption i n  1990. The corresponding estimates 
f o r  t h e  Desirable Lending Program a re  2.9 &doe and 9.5%. respect ive ly .  Ref iner ies ,  which 
add subs tan t i a l l y  t o  the  value o f  petroleum p ro j ec t s  but not t o  energy output o r  savings, 
a r e  excluded frm t h e  ca lcu la t ion .  



meet i n - p l a n t  needs and i n d u s t r i a l  and a g r o i n d u s t r i a l  
p r o j e c t s ;  and t h e  p roduc t i on  o f  equipment t o  harness renewal 
energy. The bank Bank w i  11 cons ide r  l e n d i n g  on a  l i m i t e d  
b a s i s  f o r  s y n t h e t i c  f u e l s  i n c l u d i n g  methanol f rom n a t u r a l  gas 
and coal  g a s i f i c a t i o n .  

The Un i ted  S ta tes  has a c t i v e l y  encouraged t h e  
development banks t o  become more i n v o l v e d  i n  t h e  areas o f  
f o r e s t r y  and renewable energy and t h e  World Bank has played a  
l e a d i n g  r o l e .  It i s  beg inn ing  t o  i n c l u d e  fuelwood as  an 
i nteg ra l  p a r t  o f  r u r a l  development p r o j e c t s  and i s  
cons ide r i ng  a  l e n d i  ng program t h a t  would suppor t  p l a n t i  ng 
t r e e s  on 2.5 m i l  l i o n  ac res  over  f i v e  yea rs  i n  49 coun t r i es .  
Whi le  t h i s  i s  a  modest o b j e c t i v e  when compared t o  t h e  need, a  
doub l i ng  o f  t h e  l e n d i n g  now planned f o r  such a c t i v i t i e s  - -  
f rom t h e  $425 m i l l i o n  o r g i n a l l y  planned f o r  FY 1981-85 t o  
approx imate ly  51.1 b i  1  l i o n  -- wi 11 be requ i red .  

E l e c t r i c  power remains t h e  Rank's l a r g e s t  l e n d i  ng 
program i n  energy, reach ing $7.6 m i l  l i o n  d u r i n g  t h e  FY 1981- 
85 per iod .  About 25 percent  o f  t h i s  l e n d i n g  wi 11 go f o r  
hydropower development . 

The reg iona l  MDBs have devoted cons iderab le  a t t e n t i o n  t o  
t h e  energy sec tor .  As o f  May 31, 1980, In ter -Amer ican 
Develo ment Bank (IDB) f i n a n c i n g  t o  t h i s  s e c t o r  t o t a l l e d  
$4.06 b i l l i o n  c l o s e  t o  25 percent  o f  t o t a l  l e n d i n g )  o f  -+ 
which 92.5 percent  was a1 l oca ted  t o  t h e  e l e c t r i c i t y  
( i n c l u d i  ng h y d r o e l e c t r i c i t y )  subsector ,  6.7 percent  went t o  
t h e  gas subsector ,  and t h e  remainder ( l e s s  than  one percent )  
went t o  o i l  r e l a t e d  a c t i v i t i e s .  The $396 m i l  l i o n  energy 
s e c t o r  l e n d i  ng i n 1979 amounted t o  19 percent  o f  t h e  t o t a l  
IDB p o r t f o l i o  f o r  t h a t  year.  IDB management i s now i n t h e  
f i n a l  s tage o f  p repar ing  a  proposed ope ra t i ng  p o l i c y  f o r  t h e  
energy sector .  I n  a d d i t i o n  t o  c o n t i  nued c o n s i d e r a t i o n  o f  
e l e c t r i c  power (especi  a1 l y  h y d r o e l e c t r i c i t y )  p r o j e c t s ,  t h e  
p o l i c y  w i l l  address nonconvent ional  energy p r o j e c t s  as w e l l  
as  t h e  a d v i s a b i l i t y  o f  s tepp ing up o i l  e x p l o r a t i o n  and 
e x p l o i t a t i o n .  

Du r i  ng t h e  1968-79 pe r i od ,  t h e  As ian Development Bank 
(ADB) approved $1580.9 m i l  l i o n  i n  energy s e c t o r  loans. Th is  
represented 23.8 percent  o f  a l l  Bank l oans  f o r  t h a t  per iod .  
O f  t h i s  amount, 58 percent  was f o r  t h e  development o f  energy 
resources  and 42 percent  f o r  improved u t i l i z a t i o n  o f  energy 
supp ly  f a c i l i t i e s .  Dur ing  1979, Bank l e n d i n g  t o  t h e  energy 
s e c t o r  amounted t o  $325 m i l  l i o n  f o r  10 p r o j e c t s ,  w h i l e  
t e c h n i c a l  a s s i  s tance g r a n t s  t o t a l  l e d  $2.5 mi 1  l i o n  f o r  s i x  
p r o j e c t s .  The main t h r u s t  o f  energy s e c t o r  l e n d i n g  has been 



d i r e c t e d  t o w a r d s  t h e  development  o f  i n d i g e n o u s  resources .  
Hydropower has r e c e i v e d  t h e  l a r g e s t  p o r t i o n  o f  Bank 
a s s i s t a n c e  w i t h  n a t u r a l  gas, l i g n i t e  c o a l  and geothermal  
r e c e v i n g  a  s u b s t a n t i a l  s h a r e  o f  Bank fund ing .  I n  t h e  case  o f  
pe t ro leum,  t h e  Bank b e l i e v e s  i t  can  b e s t  a s s i s t  c o u n t r i e s  
t h r o u g h  p r o j e c t s  aimed a t  u t i l i z a t i o n  o f  d i s c o v e r e d  r e s e r v e s  
by  f i n a n c i n g  such downstream a c t i v i t i e s  a s  d i s t r i b u t i o n  and 
r e f i n i n g  o p e r a t i o n s .  The Bank i s  p r e s e n t l y  u n d e r t a k i n g  a  
r e g i o n a l  energy  s t u d y  t o  assess t h e  energy  needs o f  t h e  
r e g i o n ,  t h e  a v a i  1  a b i  1  i ty  o f  e n e r g y  r e s o u r c e s ,  p r e s e n t  and 
p o t e n t i a l  s u p p l y  o p t i o n s  and p o t e n t i a l  demand management 
o p p o r t u n i t i e s ,  and t h e  c a p a b i l i t i e s  o f  t h e  energy  s e c t o r  
i n s t i t u t i o n s .  

I n  1979, t h e  A f r i c a n  Development Bank (AfDB) energy  
s e c t o r  l e n d i n g  amounted t o  $18.1 m i l l i o n .  Two l o a n s  were 
made: one l o a n  went  t o  Egyp t  f o r  r u r a l  e l e c t r i c i f i c a t i o n ,  
and t h e  o t h e r  went t o  Guinea-Bissau f o r  r e h a h i  1  i t a t i o n  and 
e x t e n s i o n  o f  a n  e l e c t r i f i c a t i o n  network t o  r u r a l  c e n t e r s .  

I n t e r n a t i o n a l  O r g a n i z a t i o n s  

The U n i t e d  N a t i o n s  and i t s  a g e n c i e s  have become 
i n c r e a s i n g l y  i n v o l v e d  i n  energy  a c t i v i t i e s ,  w i t h  emphasis on  
e d u c a t i o n ,  r e s e a r c h ,  and  f i n a n c i a l  and t e c h n i c a l  a s s i s t a n c e .  
F o r  example, t h e  D i v i s i o n  o f  N a t u r a l  Resources and Energy 
p r o v i d e s  a s s i s t a n c e  i n  f o r m u l a t i n g  n a t i o n a l  e n e r g y  p o l i c i e s  
and s t r e n g t h e n i n g  n a t i o n a l  energy  i n s t i  t u t i o n s .  The UN 
Development Program (UNDP) p r o v i d e s  t e c h n i c a l  a i d  i n  
p e t r o l e u m  e x p l o r a t i o n ,  s u p p o r t  f o r  r e s e a r c h  and  development  
r e l a t e d  t o  c o a l  l i q u i  f i c a t i o n  p r o j e c t s ,  and  a s s i s t a n c e  i n  
p r o m o t i  ng r e g i o n a l  c o o p e r a t i o n  i n  energy  a c t i v i t i e s .  The 
Food and A g r i c u l t u r a l  O r g a n i z a t i o n  (FAO) i s  d o i n g  v a l u a b l e  
work i n  wood f u e l s ,  f o r e s t r y  management and biomass 
p r o d u c t i o n .  E s t i m a t e d  UN system a1 l o c a t i o n s  ( e x c l u d i  ng t h e  
Wor ld  Bank and IDA) f o r  energy  a c t i v i t i e s  i n  t h e  p e r i o d  
1978-81 a r e  a p p r o x i m a t e l y  $105 m i l  l i o n .  A  m a j o r  UN e n e r g y  
i n i t i a t i v e  s t r o n g l y  s u p p o r t e d  by  t h e  U n i t e d  S t a t e s  i s  t h e  UN 
Confe rence  on New and  Renewable Sources o f  Energy i n  August,  
1981, wh ich  a ims a t  i m p l e m e n t i n g  measures t o  p e r m i t  t h e  
development  and use o f  t h e s e  sources  o f  energy.  A  p r i m a r y  
o b j e c t i v e  o f  t h i s  c o n f e r e n c e  i s  t o  encourage t h e  a d o p t i o n  o f  
a l t e r n a t i v e  energy  sources  w h i c h  a r e  economical  l y  sound and 
s u s t a i n a b l e .  
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Hemispher i c  C o o p e r a t i  on 

A number o f  p r o p o s a l s  have r e c e n t l y  s u r f a c e d  t o  promote 
hen i  s p h e r i c  coopera t . ion  i n  energy.  The one t h e  US has 
f o l l o w e d  w i t h  t h e  most  i n t e r e s t  i s  t h e  Venezuelan 
I n t e r - A m e r i c a n  Energy Program ( IAEP). The IAEP c o n c e p t  was 
i n t r o d u c e d  by Energy M i n i  s t e r  Cal d e r o n  t o  he1 p w e s t e r n  
h e n i s p h e r e  c o u n t r i e s  improve  t h e i r  energy  p o s i t i o n  by  
r e d u c i  ng o i l  i m p o r t s ,  d e v e l o p i n g  i n d i g e n o u s  and a1 t e r n a t i v e  
sources  o f  e n e r g y  and  i m p r o v i n g  t h e i r  energy  p l a n n i n g .  

The p r o p o s a l  i s  s t i l l  u n d e r  c o n s i d e r a t i o n  b y  L a t i n  
Amer ican governments. US and Canadian p a r t i c i p a t i o n  i n  t h e  
program has n o t  been de te rmined .  

B r a n d t  Commi s s i o n  

The Rrand t  Commission c a l l s  f o r  an accommodation between 
o i l  p r o d u c i n g  and consuming c o u n t r i e s  t o  e n s u r e  a n  o r d e r l y  
t r a n s i t i o n  f r o m  h i g h  dependence o n  i n c r e a s i n g l y  s c a r c e  
non-renewable e n e r g y  sources.  P r i c e s  r e f 1  e c t i  ng l o n g - t e r m  
s c a r c i  t i e s  w i t h  p r e d i c t a b l e  and g r a d u a l  i n c r e a s e s  wou ld  p l a y  
a n  i m p o r t a n t  r o l e  i n  t h e  w o r l d  economy. S p e c i a l  
ar rangements,  i n c l u d i n g  f i n a n c i a l  a s s i s t a n c e ,  a r e  necessary  
t o  e n s u r e  s u p p l i e s  o f  o i l  t o  t h e  p o o r e r  d e v e l o p i n g  c o u n t r i e s .  
F i n a n c i n g  o f  e x p l o r a t i o n  and development  must  be i n c r e a s e d  
and i n c l u d e  t h e  development  o f  renewab le  energy  sources.  
R i g o r o u s  c o n s e r v a t i o n  and an  i n t e r n a t i o n a l  e n e r g y  s t r a t e g y  
a r e  e s s e n t i a l  a s p e c t s  o f  a n  o r d e r l y  t r a n s i t i o n .  

The Rrand t  Commission a l s o  c a l l s  f o r  a g l o b a l  energy  
r e s e a r c h  c e n t e r  t o  be c r e a t e d  u n d e r  U N  ausp ices ,  t o  
c o o r d i n a t e  i n f o r m a t i o n  and p r o j e c t i o n s  and t o  s u p p o r t  
r e s e a r c h  on  new e n e r g y  resources .  



The Wor ld S i t u a t i o n  

H e a l t h  problems i n  deve lop i ng  c o u n t r i e s  c o n t i  nue t o  
impede development ,  e s p e c i a l l y  among t h e  most  d isadvantaged 
groups. L i f e  expec tancy  a t  b i r t h  i n  deve lop i ng  c o u n t r i e s  i s  
5 1  y e a r s ,  f a r  s h o r t  o f  t h a t  i n  t h e  wes te rn  wor ld .  M a l a r i a  
p lagues  a t  l e a s t  200 m i l  l i o n  peop le  t h roughou t  t h e  deve lop i ng  
wo r l d ,  and e s t i m a t e s  o f  t h e  p o p u l a t i o n  i n f e c t e d  w i t h  
s c h i  s t osom ias i  s  r ange  f r om  200 t o  300 m i l  l i o n .  

Those who s u f f e r  most a r e  young c h i l d r e n  and t h e i r  
mothers.  F i f t e e n  pe rcen t  o f  a l l  i n f a n t s  b o r n  i n  t h e  
deve l  o p i  ng w o r l d  d i  e  b e f o r e  t h e y  r each  t h e i r  f i r s t  b i r t h d a y ,  
and 30  p e r c e n t  d i e  b e f o r e  age f i v e .  The m a j o r  causes o f  
m o r t a l i t y  and  m o r b i d i t y  among t h e s e  v u l n e r a b l e  g roups  a r e  n o t  
e x o t i c  t r o p i c a l  d i  seases, h u t  common d i a r r h e a s  and 
r e s p i r a t o r y  a i l m e n t s  comp l i ca ted  by  m a l n u t r i t i o n  and t h e  
deb i  l i t a t i n g  e f f e c t s  o f  f r e q u e n t ,  c l o s e l y  spaced 
pregnancies.  

Many o b s t a c l e s  p reven t  peop le  i n  deve lop i ng  c o u n t r i e s  
f r o m  e n j o y i n g  t h e  h e a l t h  t a k e n  f o r  g ran ted  i n  more developed 
n a t i o n s :  i nadequa te  and e r r a t i c  ha r ves t s ,  p o o r  ma rke t i ng ,  
and i nadequa te  s t o rage  t h a t  c o n t r i b u t e  t o  f ood  shor tages ;  
p o o r  f o o d  p r e p a r a t i o n  and e a t i n g  h a b i t s ;  env i ronments  
i n f e s t e d  w i t h  d i s e a s e  v e c t o r s ;  p o l l u t e d  wa te r  and poo r  
s a n i t a r y  c o n d i t i o n s  t h a t  f a c i  1  i t a t e  t h e  t r a n s m i s s i o n  o f  
d i sease ;  h i g h  f e r t i l i t y  t h a t  weakens mothers  and c h i l d r e n ;  
i g n o r a n c e  o f  t h e  causes o f  poor  h e a l t h  and t h e  means t o  
improve  i t ; inadequa te  and i n e q u i t a b l e  d i s t r i b u t i o n  o f  h e a l t h  
s e r v i c e s ;  and p o v e r t y  t h a t  1  eaves peop le  unab le  t o  purchase  
t h e  h e a l t h - r e l a t e d  goods and s e r v i c e s  t h a t  a r e  a v a i l a b l e .  

US P o l i c y  O b j e c t i v e s  

Imp rov i  ng t h e  heal t h  o f  t h e  poo res t  peop le  i n deve lop i ng  
c o u n t r i e s  i s  a  fundamental p a r t  o f  t h e  h u m a n i t a r i a n  and 
development  programs o f  t h e  U n i t e d  S ta tes .  I n  a d d i t i o n  t o  
m e e t i n g  h u m a n i t a r i a n  goa l s ,  h e a l t h  programs a r e  a  p i v o t a l  
p a r t  o f  a  comprehensive development s t r a t e g y  because o f  t h e i r  
impo r t ance  t o  p e o p l e ' s  a b i l i t y  t o  l e a r n  and work t o  t h e i r  
f u l l  p o t e n t i a l .  



The U n i t e d  S t a t e s  has endorsed many i n te rna  t i o n a l  
i n i t i a t i v e s  t o  improve h e a l t h  i n  deve lop i ng  c o u n t r i e s .  
Foremost among t h e s e  i s  t h e  UN sponsored goa l  o f  " H e a l t h  f o r  
A l l  i n  t h e  Year 2000". The U n i t e d  S t a t e s  a1 so suppo r t  t h e  UN 
" I n t e r n a t i o n a l  D r i  n k i  ng Water and S a n i t a t i o n  Decade." 
U n d e r l y i n g  US suppo r t  f o r  t h e s e  i n i t i a t i v e s  i s  t h e  b e l i e f  
t h a t  t h e  p r i n c i p a l  h e a l t h  problems o f  t h e  poo r  i n  d e v e l o p i n g  
c o u n t r i e s  can  be a1 l e v i a t e d  t h r o u g h  comb ina t i ons  o f :  

- - " p r i m a r y  h e a l t h  care" ,  a  b a s i c  package o f  p r e v e n t i v e  
and c u r a t i v e  i n f o r m a t i o n  and s e r v i c e s  addressed t o  t h e  
most c r u c i a l  h e a l t h  needs; 

--  conven ien t ,  c l ean ,  and s a f e  w a t e r  and s a n i t a t i o n  
s e r v i c e s ;  

-- s p e c i a l  d i sease  c o n t r o l  programs (e.g. f o r  m a l a r i a )  
where necessary  and p r a c t i c a l  ; 

- -  h e a l t h  p l a n n i n g  t o  d i s t r i b u t e  resources  r a t i o n a l l y  and 
e q u i t a b l y ;  

- -  c o o r d i n a t e d  programs i n  o t h e r  s e c t o r s ,  such a s  
a g r i c u l t u r e  and educa t i on ,  t o  enhance t h e i r  h e a l t h  
b e n e f i t s .  

The U n i t e d  S t a t e s  has been a  l e a d i n g  donor  i n  h e a l t h  i n  
deve lop i ng  c o u n t r i e s .  I t  c o n t r i b u t e s  t o  e f f o r t s  t o  improve 
h e a l t h  i n  deve lop i ng  c o u n t r i e s  t h rough  a  number o f  
m u l t i l a t e r a l  agenc ies  - -  such a s  t h e  Wor ld Bank, U n i t e d  
N a t i o n s  C h i l d r e n ' s  Fund (UNICEF), and t h e  Wor ld H e a l t h  
O r g a n i z a t i o n  (WHO) --  t h a t  suppo r t  h e a l t h  programs i n  
deve l  o p i  ng c o u n t r i e s .  I n  add i  t i  on, US a s s i  s t ance  i n h e a l t h  
i s  p r o v i d e d  d i r e c t l y  t o  deve lop i ng  c o u n t r i e s  A I D  funds  h e a l t h  
programs i n  a l l  o f  t h e  k e y  a reas ,  on  b o t h  a  p i l o t  and 
comprehensive l e v e l .  US h e a l t h  p r o f e s s i o n a l s  p r o v i d e  
t e c h n i c a l  a s s i s t a n c e  and a d m i n i s t r a t i v e  suppo r t  t o  h e a l t h  
programs i n  deve l  o p i  ng c o u n t r i e s  on  a  con t i nuous  b a s i s  
t h r o u g h  t h e  Agency's r e s i d e n t  f i e l d  m iss ions .  Through AID, 
t h e  U n i t e d  S t a t e s  i s  c u r r e n t l y  a s s i s t i n g  dozens o f  d e v e l o p i n g  
c o u n t r i e s  t o  implement p r i m a r y  h e a l t h  c a r e  programs. IJS 
h e a l t h  e x p e r t s  p a r t i c i p a t e  i n  t h e  d e s i g n  and imp lemen ta t i on  
o f  t h e s e  programs, and a r e  concerned no t  j u s t  w i t h  t h e  
s h o r t - t e r m  goal o f  a v e r t i n g  deaths,  h u t  t h e  l o n g e r - t e r m  
o b j e c t i v e  o f  i n s t i t u t i o n a l i z i n g  h e a l t h  c a r e  systems t h a t  a r e  
s e l f - s u s t a i n i n g  and e f f e c t i v e l y  meet t h e  h e a l t h  needs o f  t h e  
poor .  The Peace Corps sponsors hundreds o f  v o l u n t e e r s  who 



work i n  community l e v e l  h e a l t h  and w a t e r  s u p p l y  and  
s a n i t a t i o n  programs. F i n a l  ly, t h r o u g h  AID, t h e  US Government 
p r o v i d e s  suppo r t  t o  many p r i v a t e  v o l u n t a r y  o r g a n i z a t i o n s  t h a t  
a s s i s t  d e v e l o p i n g  c o u n t r i e s  i n  deve lop i ng  p r i m a r y  h e a l t h  c a r e  
s e r v i c e s ,  wa te r  supp l y  and  s a n i t a t i o n ,  and d i  sease c o n t r o l  
programs. 

P r ima ry  H e a l t h  Care 

P r ima ry  h e a l t h  c a r e  (PHC) i s  t h e  t o p  p r i o r i t y  o f  t h e  US 
Government i n  t h e  h e a l t h  sec to r .  The US emphasis o n  p r i m a r y  
h e a l t h  c a r e  i s s u e s  r ecogn i zes  t h a t  u rban  o r i e n t e d ,  h o s p i t a l  
based h e a l t h  c a r e  i s  c o s t l y  and i n a p p r o p r i a t e  f o r  many o f  t h e  
h e a l t h  problems t h a t  t a k e  a  m a j o r  t o 1  1  i n  d e v e l o p i n g  
c o u n t r i e s .  L i kew i se ,  t h e  Western h e a l t h  c a r e  model which 
r e l i e s  on  p h y s i c i a n  based care ,  i s  i n f e a s i b l e  and i m p r a c t i c a l  
i n  many d e v e l o p i n g  coun t r i es .  By r e l y i  ng on a c t i v e  community 
i n vo l vemen t  and l o c a l l y  t r a i n e d  and based a u x i l l i a r y  h e a l t h  
c a r e  workers,  p r i m a r y  h e a l t h  c a r e  p r o v i d e s  a  r e l e v a n t ,  
a f f o r d a b l e ,  and e f f e c t i v e  a l t e r n a t i v e .  The p r i m a r y  h e a l t h  
c a r e  approach was endorsed by v i r t u a l l y  a l l  n a t i o n s  a t  t h e  
WHO and UNICEF sponsored con fe rences  on p r i m a r y  
h e a l t h  c a r e  a t  Alma Ata,  USSR i n  1978. A  subsequent  US 
i n i t i a t e d  r e s o l u t i o n  o f  t h e  UN General Assembly endorsed t h e  
c o n c l u s i o n s  o f  t h e  Alma Ata  con fe rence  and asked member 
n a t i o n s  t o  address h e a l t h  as  a n  i n t e g r a l  p a r t  o f  t h e i r  
deve l  opment. 

H e a l t h  p romo t i on  and d i  sease p r e v e n t i o n  a r e  m a j o r  
t h r u s t s  o f  p r i m a r y  h e a l t h  care.  Comprehensive p r i m a r y  h e a l t h  
c a r e  genera l  l y  i n c l u d e s :  ma te rna l  and c h i l d  care ;  n u t r i t i o n  
s u r v e i l  l a n c e  and i n f o r m a t i o n ;  f a m i l y  p l a n n i n g  i n f o m a t i o n  and 
s e r v i c e s ;  b a s i c  med ic ines  (such as  o r a l  r e h y d r a t i o n  and eye 
o i n t m e n t s )  and f i r s t  a i d ;  management o f  s imp le  r e s p i r a t o r y  
a i l m e n t s ,  d i a r r h e a l  d iseases ,  and  s k i n  i n f e c t i o n s .  Many o f  
t h e s e  s e r v i c e s  can  be p r o v i d e d  by w e l l  t r a i n e d  
p a r a p r o f e s s i o n a l  workers  w i t h  as l i t t l e  as  s i x  y e a r s  o f  b a s i c  
educa t ion .  These h e a l t h  workers  a r e  u s u a l l y  s e l e c t e d  f r o m  
t h e  communi t ies t h e y  se r ve  and r e c e i v e  s u p p o r t  f r o m  upper 
l e v e l  h e a l t h  personne l ,  who p r o v i d e  m a t e r i a l s ,  s u p e r v i s i o n ,  
and sources  f o r  r e f e r r a l .  'The p r i o r i t y  accorded  b y  t h e  
U n i t e d  S t a t e s  t o  p r i m a r y  h e a l t h  c a r e  i s  r e f l e c t e d  i n  t h e  
i nc reas i  ng p r o p o r t i o n  o f  t h e  f unds  t h a t  AID devo tes  t o  t h e  
h e a l t h  s e c t o r ;  i n  1980, AID spent  $54 m i l l i o n  on p r i m a r y  
h e a l t h  care.  A lso ,  a p p r o x i m a t e l y  15-20 p e r c e n t  o f  Peace 
Corps v o l u n t e e r s  were i n v o l v e d  d i  r e c t l y  and  i nd i  r e c t l  y i s  
such e f f o r t s .  
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Many o f  t h e  m u l t i l a t e r a l  o r g a n i z a t i o n s  t h a t  r e c e i v e  
suppo r t  f rom t h e  U n i t e d  S t a t e s  a r e  c u r r e n t l y  r e s h a p i n g  t h e i r  
programs t o  p l a c e  g r e a t e r  emphasis on  p r i m a r y  h e a l t h  care.  
The new H e a l t h  Sec to r  P o l i c y  o f  t h e  Wor ld  Bank s t r o n g l y  
endorses Bank suppo r t  f o r  programs i n  t h i s  area. WHO i s  
p l a y i n g  a n  a c t i v e  r o l e  i n  assess i ng  t h e  r esou rce  r equ i r emen ts  
t o  meet t h e  goa l  o f  " H e a l t h  f o r  A l l "  and  w i l l  h e l p  c o o r d i n a t e  
t h e  c o n t r i b u t i o n s  o f  v a r i o u s  donors. UNICEF i s  c u r r e n t 1  y 
r e v i e w i n g  i t s  a c t i v i t i e s  r e l a t e d  t o  p r i m a r y  h e a l t h  ca re ,  and  
i s  l i k e l y  t o  l e n d  g r e a t e r  suppo r t  t o  i t  i n  t h e  f u t u re .  The 
U n i t e d  S t a t e s  w i l l  augment i t s  b i l a t e r a l  s u p p o r t  b y  f und ing  
p r i m a r y  h e a l t h  c a r e  t h r o u g h  t hese  o r g a n i z a t i o n s .  Ano ther  
m a j o r  impetus  wi  1  1  come f rom US suppo r t  o f  non-governmental 
o r g a n i z a t i o n s  t o  he1 p  them deve lop  t h e i r  c a p a c i t y  t o  c a r r y  
o u t  p r i m a r y  h e a l t h  c a r e  programs i n  deve lop i ng  c o u n t r i e s .  

P r i m a r y  h e a l t h  c a r e  w i l l  rema in  t h e  t o p  p r i o r i t y  o f  US 
a s s i s t a n c e  i n  t h e  h e a l t h  sec to r .  A g r e a t e r  p r o p o r t i o n  o f  US 
a s s i s t a n c e  -- b i l a t e r a l  a s s i s t a n c e  a s  we1 1  as  a i d  channe led  
t h r o u g h  m u l t i l a t e r a l  agenc ies  -- w i l l  go t o  p r i m a r y  h e a l t h  
care .  As expe r i ence  i s  ga ined ,  t h e  U n i t e d  S t a t e s  wi 11 s h i f t  
i t s  a t t e n t i o n  f r om  t h e  suppo r t  o f  sma l l  s c a l e  programs t o  t h e  
suppo r t  o f  r e g i o n a l  and n a t i o n a l  programs. The U n i t e d  S t a t e s  
wi 11  c o n t i n u e  t o  h e l p  deve lop  i n n o v a t i v e  h e a l t h  d e l i  v e r y  
mecllani sms, b u t  wi  11  g i v e  more emphasis t o  t h e  f o l  l ow i  ng 
"second g e n e r a t i o n  p r i m a r y  h e a l t h  c a r e  i ssues": t r a i n i n g  
programs a p p r o p r i a t e  f o r  communi ty h e a l t h  workers;  s u p p l y  and 
management problems impedi  ng e f f e c t i  ve d e l i  v e r y  o f  s e r v i c e s ;  
m a i n t a i n i n g  a  p r e v e n t i v e  focus  on  p r i m a r y  h e a l t h  care;  
r e o r i e n t i n g  h o s p i t a l  and p h y s i c i a n  cen te red  systems t o  
p r o v i d e  adequate s u p e r v i s i o n  and r e f e r r a l  ; seek i  ng 
a l t e r n a t i v e  f i n a n c i n g  mechanisms t h a t  enab le  deve lop i ng  
c o u n t r i e s  t o  s u s t a i n  p r i m a r i l y  h e a l t h  c a r e  programs 
i ndependen t l y ,  w h i l e  p l a c i n g  a  r e a l i s t i c  burden on t h e  
government and consumer a1 i ke .  

Water Supp ly  and S a n i t a t i o n  

Two- th i  r d s  o f  t h e  w o r l d ' s  p o p u l a t i o n  l a c k  access  t o  
adequate  q u a n t i t i e s  o f  s a f e  wa te r ,  w h i l e  o n l y  a  q u ~ r t e r  have 
access t o  s a n i t a r y  waste d i  sposal.  The s t a t i s t i c s  among t h e  
p o o r e s t  g roups  i n  deve lop i ng  c o u n t r i e s ,  t h e  t a r g e t t e d  
r e c i  p i  e n t s  o f  US development a s s i  s tance ,  a r e  s t i  11  worse. 



The U n i t e d  S t a t e s  suppo r t s  t h e  goa l  o f  t h e  I n t e r n a t i o n a l  
D r i n k i n g  Water and S a n i t a t i o n  Decade t o  b r i n g  s a f e  w a t e r  and 
adequate  s a n i t a t i o n  t o  t h e  w o r l d ' s  p o p u l a t i o n  by 1990. The 
U n i t e d  S t a t e s  w i l l  c o n t i n u e  t o  f i n a n c e  programs t o  i n c r e a s e  
access  t o  domest i c  wa te r  s u p p l i e s  and s a n i t a t i o n  i n  
d e v e l o p i  ng c o u n t r i e s .  Di r e c t  a s s i s t a n c e  wi 11 be p r o v i d e d  
t h r o u g h  AID and t h e  Peace Corps, b o t h  o f  wh ich  p r o v i d e  
t e c h n i c a l  a s s i s t a n c e  b y  expe r i enced  t e c h n i c i a n s  based i n  a  
number o f  d e v e l o p i n g  c o u n t r i e s .  The U n i t e d  S t a t e s  wi 11 a l s o  
c o n t r i b u t e  toward  achievement  o f  t h e  goa l  o f  t h e  Decade by  
f u n d i n g  p r i v a t e  v o l u n t a r y  o r g a n i z a t i o n s  wo rk i ng  i n  t h i s  area. 
US c o n t r i b u t i o n s  t o  m u l t i l a t e r a l  o r g a n i z a t i o n s ,  p r i n c i p a l l y  
t h e  Wor ld  Bank and t h e  U n i t e d  N a t i o n s  group, i n c l u d i n g  t h e  
U n i t e d  N a t i o n s  Development Program (UNDP), w i l l  a c t  as  t h e  
m a j o r  channe ls  o f  US Government f i n a n c i n g  o f  w a t e r  supp l y  and  
s a n i t a t i o n  a c t i v i t i e s .  

The Wor ld  Bank i s  t h e  m a j o r  donor  i n  t h e  f i e l d  o f  wa te r  
s u p p l y  and s a n i t a t i o n .  I t s  suppo r t  f o r  wa te r  s u p p l y  and  
s a n i t a t i o n  reaches a lmos t  one b i l l i o n  d o l l a r s  a  yea r .  The 
Wor ld  Bank has t r a d i t i o n a l l y  focussed on l a r g e ,  u rban  
programs t h a t  have r e q u i  r e d  s u b s t a n t i a l  c a p i t a l  i nvestments,  
b u t  i t  i s  c u r r e n t l y  l o o k i n g  more c l o s e l y  a t  r u r a l  areas. 
IJNDP w i  11  c o o r d i n a t e  t h e  Water Decade e f f o r t s  a t  t h e  c o u n t r y  
1  eve1 , match ing  deve lop i ng  c o u n t r i e s  needs w i t h  a v a i l a b l e  
dono r  r esou rces ,  and encourag ing  n a t i o n a l  wa te r  s t r a t e g i e s  
t h a t  wi 11 p l a c e  sepa ra te  a c t i v i t i e s  funded by  d i v e r s e  donor  
o r g a n i z a t i o n s  i n  a  comprehensive framework. UNICEF w i l l  
c o n t i n u e  t o  suppor t  sma l l  w a t e r  p r o j e c t s ,  p a r t i c u l a r l y  i n  
i s o l a t e d  r u r a l  a reas  i n  deve lop i ng  c o u n t r i e s ,  a  d i f f i c u l t  
t a s k  a t  wh i ch  UNICEF has been e x t r e m e l y  success fu l .  

The U n i t e d  S t a t e s  w i l l  c o n t i n u e  t o  focus on t h e  r u r a l  
poo r  i n  t h e  deve lop i ng  wor ld.  P r i o r i t y  w i  11 be g i v e n  t o  
w a t e r  s u p p l y  and s a n i t a t i o n  systems t h a t  can be e a s i l y  
ope ra ted  and m a i n t a i n e d  by  l o c a l  communi t ies and a r e  
a f f o r d a b l e  by t h e  communi t ies t h e y  a r e  des igned t o  serve. I n  
s h o r t ,  community p a r t i c i p a t i o n  w i l l  be a  k e y  e lement  i n  
ex tended access t o  w a t e r  s u p p l y  and s a n i t a t i o n  systems. 

Through b i l a t e r a l  development a s s i  s t ance  programs, t h e  
U n i t e d  S t a t e s  w i l l  p r o v i d e  improved wa te r  s u p p l y  and  
s a n i t a t i o n  p r i n c i p a l  l y  t o  r u r a l  communi t ies i n  d e v e l o p i n g  
c o u n t r i e s .  US b i  l a t e r a l  programs wi 11  f o c u s  on: b u i  1  d i  ng 
t h e  c a p a c i t y  o f  r e g i o n a l  and n a t i o n a l  i n s t i t u t i o n s  t o  p l a n ,  
c o n s t r u c t ,  and m a i n t a i n  w a t e r  supp l y  and  s a n i t a t i o n  sys tans ;  
t r a i n i n g  l o c a l  personne l  t o  m a i n t a i n  and r e p a i r  t h e  systems; 



t h e  c o n s t r u c t i o n  and r e h a b i l i t a t i o n  o f  l o w  c o s t  water  and 
s a n i t a t i o n  systems; hygiene educat ion;  promot i  on o f  1  oca l  
manufacture o f  pumps and o t h e r  devices; and app l i ed  research 
t o  i d e n t i f y  t h e  most c o s t - e f f e c t i v e  techno log ies  and program 
designs. Care w i l l  be taken t o  i n s u r e  c o o r d i n a t i o n  w i t h  t h e  
World Bank and o t h e r  donors. Improved water  supp ly  and 
s a n i t a t i o n  systems w i  11 be i nco rpo ra ted ,  wherever poss ib le ,  
i n t o  comprehensive pr imary h e a l t h  care  programs, t o  achieve a  
maximum e f f e c t  on m o r t a l i t y  and m o r b i d i t y  r a t e s  among i n f a n t s  
and young ch i l d ren .  

D i  sea se Cont ro l  

Cmmunicable disease problems f a r  exceed t h e  capac i t y  o f  
i ndi vidua 1  deve lop ing c o u n t r i e s  o r  donor agencies t o  deal 
wi t h  them. Di sease c o n t r o l  endeavors o f t e n  i nvol  ve 
successful  coordi  n a t i o n  among var ious donors, an approach 
s t r o n g l y  favored by t h e  Un i ted  States. 

The Un i ted  Sta tes  endorses the  i n c l u s i o n  o f  d isease 
c o n t r o l  e f f o r t s  as an i n t e g r a l  p a r t  o f  p r imary  h e a l t h  care; 
however, i n  s p e c i f i c  cases, c h a r a c t e r i s t i c s  o f  t he  i n d i v i d u a l  
coun t ry  o r  t h e  disease o f t e n  requ i  r e  separate c o n t r o l  
programs. Nherever poss ib le ,  bas i c  immunizations a r e  
prov ided a s  p a r t  o f  a  comprehensive pr imary  h e a l t h  c a r e  
program hu t  where safe, p r a c t i c a l ,  and cos t  e f f e c t i v e  
techno log ies  e x i s t ,  campaigns aga ins t  d iseases such as 
ma la r ia  a r e  needed. 

The World Hea l th  Organ izat ion  has been a  l eader  i n  
f o r g i n g  i n t e r n a t i o n a l  c o l l a b o r a t i o n  i n  t h e  f i g h t  aga ins t  
communicable d i  seases i n  developi  ng count r ies .  Fo r  example, 
WHO i s  c u r r e n t l y  coo rd i  n a t i  ng i n t e r n a t i  onal e f f o r t s ,  
( i n c l u d i n g  US c o n t r i b u t i o n s ) ,  t o  c o n t r o l  a  s e r i e s  o f  d iseases 
t h a t  exact  a  heavy t o l l  i n  developing count r ies .  The Uni ted 
Sta tes  has s t e a d i l y  supported t h i s  "T rop ica l  Disease Con t ro l "  
e f f o r t  which w i l l  enable developing c o u n t r i e s  t o  b u i l d  t h e i r  
c a p a b i l i t y  t o  launch research and f i e l d  programs. I n  FY 1980 
t h e  US con t r i bu ted  $14 m i l  l i o n  t o  t h i s  program. 

I n  a d d i t i o n  t o  i t s  support  f o r  WHO-sponsored e f f o r t s  
i nc lud i  ng those mentioned above and t h e  successful  campaign 
t o  e r a d i c a t e  smallpox, t h e  Uni ted Sta tes  - -  w i t h  t h e  
ass i s tance  o f  t he  Center f o r  Disease Cont ro l  and var ious US 
u n i v e r s i t i e s  - -  has p a r t i c i p a t e d  i n  programs f o r  c o n t r o l  o f  
s p e c i f i c  diseases i n  l a r g e  reg ions o f  A f r i c a  as w e l l  as i n  
o t h e r  deve lop ing count r ies .  IJS fund ing f o r  research i n  



mala r i a  and sch i s tosomias i s  has 1  ed t o  seve ra l  breakthroughs 
t h a t  may e v e n t u a l l y  y i e l d  sa fe  and e f f e c t i v e  measures a t  low 
c o s t  f o r  c o n t r o l  li ng t h e  spread o f  these d e b i l i t a t i n g  
diseases. The A f r i c a  Bureau c o n t r i b u t e d  $1 m i l l i o n  t o  t h e  
Onchocerciasis Con t ro l  Program (OCP) i n  1980. T h i s  i s  a  
m u l t i l a t e r a l  donor program w i t h  WHO as t h e  execut ing  agent. 
F i n a l l y ,  t h e  Un i ted  S ta tes  suppor ts  t h e  des ign o f  a c t i v i t i e s ,  
i n o t h e r  sec tors ,  such as i r r i g a t i o n  schemes, t o  d i  scourage 
t h e  t ransmiss ion  o f  diseases. 

Hea l th  P l a n n i n g  

Care fu l  p lann ing  and a t t e n t i o n  t o  management i ssues  i s  
c r i t i c a l  t o  successfu l  o f  h e a l t h  e f f o r t s  i n  deve lop ing 
coun t r i es .  Scarce resources must be a1 l o c a t e d  e f f i c i e n t l y  
and e q u i t a b l y  t o  improve t h e  h e a l t h  o f  t h e  popu la t i ons  most 
i n need. 

The World Hea l th  Organ i za t i on  has p layed an a c t i v e  r o l e  
i n  a s s i s t i n g  deve lop ing c o u n t r i e s  i n  f o r m u l a t i n g  c o u n t r y  
h e a l t h  p lans  t h a t  e s t a b l i s h  s p e c i f i c  goals and p r i o r i t i e s  i n  
t h e  h e a l t h  sec tor .  The Un i ted  States,  th rough AID, i s  
complementing t h e  a c t i v i t i e s  o f  WHO by suppo r t i ng  t h e  
development o f  h e a l t h  p lann ing and management c a p a b i l i t i e s  i n  
t h e  developing c o u n t r i e s  themselves. 'The Un i ted  S ta tes  wi 11 
c o n t r i b u t e  t h e  h e a l t h  p lann ing  and management e x p e r t i s e  o f  
t h e  p r i v a t e  sec tors ,  i n c l u d i n g  u n i v e r s i t i e s ,  t o  improve o f  
h e a l t h  p lann ing  and management s k i  11s i n  deve lop ing 
coun t r i es .  



III.A.4. POPULATION 

The World S i t u a t i o n  

One o f  t h e  ma jo r  problems o f  our t ime i s  popu la t i on  
growth. Even a l l o w i n g  f o r  cont inued moderate slowdown i n  t h e  
r a t e  o f  growth, t h e  w o r l d  p o p u l a t i o n  i s  expected t o  exceed 
s i x  b i l l i o n  by t h e  yea r  2000. Th is  increase i s  equal t o  t h e  
e n t i r e  wor ld  popu la t i on  i n  1930. N ine ty  percent o f  t h i s  
growth wi 11 occur i n  low i ncome devel opi  ng count r ies .  Wi th  
present  t rends,  t h e  t w o - c h i l d  f a m i l y  w i  11 not  occur wor ldwide 
u n t i l  t h e  y e a r  2020, w h i l e  the  w o r l d ' s  popu la t i on  wi 11 not  
s t a b l i z e  u n t i l  t h e  year  2090. A t  t h a t  t ime, t h e  w o r l d  
popu la t i on  w i l l  be 1 0  b i l l i o n ,  a s  compared t o  today ' s  4.4 
b i l l i o n .  Rapid i n d u s t r i a l i z a t i o n  and u rban iza t i on ,  r i s i n g  
economic expecta t ions,  and popu la t i on  growth t h r e a t e n  t o  
exhaust t h e  e a r t h ' s  resources and environment. The increase 
i n  popu la t i on  p laces c o n s t r a i n t s  on t h e  improvement o f  l i v i n g  
standards everywhere. I n  t h e  developing coun t r i es ,  i t  
f r u s t r a t e s  e f f o r t s  t o  end pover ty ,  d i  sease, ma1 n u t r i  t i o n ,  and 
degradat ion t h a t  a r e  widespread among a t  l e a s t  a  q u a r t e r  o f  
t h e  w o r l d ' s  people - -  a  b i l l i o n  human beings. L ikewise,  i t  
con f ron ts  t h e i r  p o l i t i c a l  leaders  w i t h  d i f f i c u l t  i f  n o t  
imposs ib le  tasks  and u n f u l f i l l a b l e  expectat ions.  

Yet compared t o  o the r  problems t o  which popu la t i on  
growth g i v e s  r i se--such as hunger and d i  sease, d e f o r e s t a t i o n  
and d e s e r t i f i c a t i o n ,  and p o l i t i c a l  i n s t a b i l i  t y - -popu la t i on  
growth i s  a  f a i r l y  t r a c t a b l e  problem. Subs tan t i a l  progress 
has been made i n  s lowing popu la t i on  growth i n  recent  years. 
Moreover, t h e r e  i s growi ng evidence from var ious developed 
and developing coun t r i es  t h a t  f e r t i l i t y  can be reduced by 
determi ned e f f o r t s  t o  p rov ide  f a m i l y  p lann ing se rv i ces  and 
i n f o r m a t i o n  i n  con junc t i on  w i t h  e f f o r t s  t o  b u i l d  community 
and f a m i l y  support  f o r  f a m i l y  planning. Improving t h e  s o c i a l  
and economic s t a t u s  o f  women i s  p a r t i c u l a r l y  impor tant .  

Dur ing t h e  l a s t  decade, understandi  ng o f  t he  seriousness 
o f  t h e  popu la t i on  problem has grown, and many developing 
c o u n t r i e s  have begun t o  address popu la t i on  issues. Indeed, 
f o r  t h e  f i r s t  t ime, developing count ry  gove rmen t  requests  
f o r  popu la t i on  ass is tance now s u b s t a n t i a l l y  exceed t h e  
e x i  s t i n g  c o n t r i b u t i o n s  o f  popu la t i on  donors. The UN World 
Popu la t i on  Conference i n  1974, t h e  Conference on Pr imary 
Hea l th  Care i n  1978, and t h e  I n t e r n a t i o n a l  Women's 
Conferences i n  1975 and 1980 a l l  c a l l e d  f o r  p r o v i s i o n  o f  
f am i l y  p lann ing serv ices  and i n f o r m a t i o n  t o  a l l  couples, a s  
does t h e  new I n t e r n a t i o n a l  Development Strategy.  



Safe, e f f e c t i v e  f a m i l y  p l a n n i n g  a l s o  improves ma te rna l  
and c h i l d  hea l t h .  The p r i n c i p a l  t h r e a t s  t o  h e a l t h  i n  
deve lop i ng  c o u n t r i e s  a r e  ma1 n u t r i  t i o n  and common d i a r r h e a l  
and r e s p i r a t o r y  i n f e c t i o n s ,  p a r t i c u l a r l y  among young 
c h i 1  dren. Contaminated w a t e r  and poo r  s a n i t a t i o n  t r a n s m i t  
many d i a r r h e a l  and r e s p i r a t o r y  i n f e c t i o n s .  These t h r e a t s  a r e  
g rea t1  y exacerba ted  by c l o s e 1  y spaced b i  r t h s ,  wh ich  
d e b i l i t a t e  mothers and t h e i r  i n f a n t s  and t h u s  i n h i b i t  
r e s i s t a n c e  t o  i n f e c t i o n .  M o r t a l i t y  f r om  canp l  i c a t i o n s  w i t h  
pregnancy, c h i l d b i r t h ,  and a b o r t i o n  i s  a l s o  v e r y  h i g h  i n  
deve l  op i  ng c o u n t r i e s .  

The d o u b l i n g  o f  f a m i l y  p l a n n i n g  p r a c t i c e  i n  deve lop i ng  
c o u n t r i e s ,  o u t s i d e  China, by  1990 i s  an  a c h i e v a b l e  goa l .  I f  
t h i s  occur red ,  b i r t h  r a t e s  c o u l d  d rop  f rom t h e  c u r r e n t  35  p e r  
thousand t o  about  28 p e r  thousand. As a  r e s u l t ,  t h e  
p o p u l a t i o n  o f  t hese  c o u n t r i e s  would reach  a p p r o x i m a t e l y  4 
b i l l i o n  by  t h e  y e a r  2020, i n s t e a d  o f  t h e  c u r r e n t l y  p r o j e c t e d  
5  b i l l i o n .  It i s  a l s o  p o s s i b l e  t o  a im a t  imp rov i ng  b a s i c  
p r i m a r y  h e a l t h  care ,  p a r t i c u l a r l y  i n  materna l  and c h i l d  
hea l t h .  IDCA has r o u g h l y  e s t i m a t e d  t h e  e x p e n d i t u r e s  on 
" p o p u l a t i o n "  needed t o  do t h i s  - -  assuming o t h e r  development 
p o l i c i e s  a r e  conduc ive  t o  s m a l l e r  f a m i l i e s  and assuming 
"adequate"  e x p e n d i t u r e s  f o r  o t h e r  complementary h e a l t h  
programs a r e  made a v a i l a b l e .  

A t  t h e  p resen t  t ime,  t o t a l  spending f o r  " p o p u l a t i o n "  i s  
a p p r o x i m a t e l y  $1 b i  1  l i o n .  T h i s  i n c l u d e s  about  $550 m i l  l i o n  
by deve lop i ng  c o u n t r i e s  and about  $450 m i l l i o n  f r om  
i n t e r n a t i o n a l  donors. Wh i l e  $350 m i l  l i o n  comes f r om  t h e  
Development Ass i s t ance  Committee (DAC) o f  t h e  O r g a n i z a t i o n  
f o r  Economic Coope ra t i on  and Development donors  (OECD) , t h i s  
i s  o n l y  2  pe r cen t  o f  DAC O f f i c i a l  Development Ass is tance .  O f  
t h i s  t h e  U n i t e d  S t a t e s  s u p p l i e s  about  h a l f .  A t  t h i s  l e v e l  o f  
spend ing  o n l y  abou t  o n e - f i  f t h  t o  one -qua r t e r  o f  t h e  coup1 es 
o f  r e p r o d u c t i v e  age p r a c t i c e  f a m i l y  p l ann ing ,  11 and b i r t h  
r a t e s  i n  t h e  deve lop i ng  c o u n t r i e s  ( o u t s i d e  Ch ina)  a r e  r o u g h l y  
35  p e r  thousand. To reduce  b i r t h  r a t e s  t o  25-28 p e r  thousand 

lJ These d a t a  do n o t  i n c l u d e  reduced f e r t i l i t y  r e s u l t i n g  f r om  
b r e a s t f e e d i  ng o r  a b o r t i o n  ( o f t e n  il l e g a l  and dange ro~ l s ) .  
Source:  P o p u l a t i o n  Reference Bureau, u s i  ng UN, U n i t e d  
S t a t e s  Bureau o f  Census, and o t h e r  data.  



( s t i l l  f a r  f rom a norm o f  two c h i l d r e n ) ,  IDCA has concluded 
t h a t  fami ly  p lann ing p r a c t i c e  must a t  l e a s t  double. Th i s  
means t h a t  a t  l e a s t  one-ha l f  o f  a l l  couples o f  rep roduc t i ve  
age must have access t o  safe,  e f f e c t i v e ,  and a f f o r d a b l e  
fam i l y  p lann ing serv ices ,  and they must be mo t i va ted  t o  use 
them. A doub l i  ng o f  popu la t i qn  resources b y  1985 i s  t h e  
minimum necessary t o  achieve doub l i  ng o f  f a m i l y  p lann ing 
p r a c t i c e  by 1990. Th is  task  would r e q u i r e  about 92 b i  1  l i o n  
i n  t o t a l  spending ( r e a l  d o l l a r s )  i n c l u d i n g  a t  l e a s t  $1 
b i l  l i o n  i n  assistance. Doubl i  ng resources wi 11 achieve a  
doub l ing  o f  f a m i l y  p lann ing p r a c t i c e  o n l y  i f  programs a r e  
made more e f f e c t i v e  and i f  people a r e  mot ivated.  Prograrns 
have a1 ready reached some o f  t h e  "eas ie r "  acceptors,  though 
many o t h e r  programs have becane more cos t  e f f e c t i v e  as they 
have expanded. On balance, t h e  marginal  cos t  per  acceptor  may 
r i s e ,  but  modestly. 

These e f f o r t s  t o  expand fam i l y  p lann ing and bas ic  h e a l t h  
se rv i ces  wi 11 requ i  r e  a  concerted i nterna t i  onal e f f o r t  
supported by UNFPA, WHO, UNICEF, t h e  World Bank, coun t ry  
donors, and t h e  concerned developing count r ies .  Such e f f o r t s  
would be cons i s ten t  w i t h  t h e  recen t  d e c l a r a t i o n  o f  t h e  
I n t e r n a t i o n a l  Par l iamentar ians '  Conference sponsored by t h e  
UN Fund f o r  Popu la t i on  A c t i v i t i e s  (UNFPA), t h e  UN Conference 
on Pr imary Hea l th  Care, and t h e  UN Mid-Decade Conference on 
Women. 

US Pol  i c y  Ob jec t i  ves 

Given t h e  urgency o f  popu la t i on  pressure  and r e l a t e d  
h e a l t h  needs i n  developing coun t r i es  and growi ng deve lop ing 
coun t ry  requests  f o r  ass is tance,  US development e f f o r t s  have 
t h e  f o l l o w i  ng goals:  

-- extend h i g h  q u a l i t y  f a m i l y  p lann ing programs, maternal 
and c h i l d  h e a l t h  serv ices ,  and in format ion;  

- -  promote prograrns t h a t  b u i l d  m o t i v a t i o n  f o r  sma l le r  and 
h e a l t h i e r  f a m i l i e s  p a r t i c u l a r l y  b y  improv ing t h e  s o c i a l  
and economic s t a t u s  o f  women and g i v i n g  p o s i t i v e  
i n c e n t i v e s  t o  couples t h a t  l i m i t  t h e i r  f a m i l y  s ize ;  

- -  s t rengthen p o l i t i c a l  w i l l  by c l a r i f y i  r ~ g  t h e  ex ten t  and 
ser iousness o f  t h e  popu la t i on  problem on bo th  t h e  
n a t i o n a l  and community l eve l s .  



This  US commitment t o  addressing popu la t i on  problems i s  
longstand i  ng. US a c t i v i t i e s  i n  t h e  f i e l d  o f  i n t e r n a t i o n a l  
popu la t i on  a r e  coord inated by t h e  Nat iona l  Secu r i t y  Counci 1  
(NSC) Ad Hoc Group on Popu la t i on  P o l i c y ,  es tab l i shed  i n  1974 
and now c o n s i s t i n g  o f  19 agencies. The NSC Group i s  cha i red  
by t h e  Ass i s tan t  Secre tary  o f  S t a t e  f o r  Oceans, I n t e r n a t i o n a l  
Environmental, and S c i e n t i f i c  A f f a i r s  (OES), w i t h  working 
sessions cha i red  by t h e  S t a t e  Department's Coord inator  f o r  
Popu la t i on  A f f a i r s .  IDCA prov ides t h e  p r i n c i  pal  vo ice  on 
development ass i s tance  w h i l e  S t a t e ' s  r o l e  emphasizes t h a t  
popu la t i on  i s  a  c e n t r a l  and fa r - reach ing  concern o f  US 
f o r e i g n  po l  i cy. 

US e f f o r t s  t o  address popu la t i on  i n c l u d e  development 
ass i s tance  but  go f a r  beyond t h a t .  The Uni ted Sta tes  has 
sought t o  keep t h e  popu la t i on  problem i n  t h e  f o r e f r o n t  o f  t h e  
w o r l d ' s  agenda as a  m a t t e r  o f  u rgent  g l o b a l  p r i  o r i t y - - i  n  
o rde r  t o  develop a  s t rong and sustained i n t e r n a t i o n a l  
consensus capable o f  suppor t ing  and i n f l u e n c i n g  na t i ona l  
leaders  i n  t h e i r  approach t o  popu la t i on  issues. The Uni ted 
S ta tes  has pressed f o r  increased a t t e n t i o n  t o  popu la t i on  i n  
t h e  1IN I n t e r n a t i o n a l  Development Strategy,  a t  t h e  Economic 
Summit, a t  DECD and DAC meetings, and a t  t h e  UN Mid-Decade 
Conference on Women. 

Progress w i t h  US Assistance Toward Meeting Ob jec t i ves  

As discussed i n  t h e  l a s t  y e a r ' s  Development Issues 
Report, world-wide popu la t i on  ass is tance has been inc reas ing  
ove r  t h e  pas t  decade; DAC ass i s tance  reached $346 m i l  l i o n  i n  
1979 ( t h e  l a t e s t  a v a i l a b l e  data).  But t h i s  s t i l l  represents  
o n l y  about two percent  o f  t h e  t o t a l  DAC development 
ass i s tance  o f  c l o s e  t o  $15 b i l l i o n . 2 1  - Major donors i n c l u d e  
o n l y  about h a l f  t h e  DAC count r ies ,  n o t a b l y  t h e  Un i ted  Sta tes  
($185 m i l l i o n )  and Sweden ($28 m i l l i o n ) .  Germany, Japan, t h e  
Netherlands, Norway, and t h e  Uni ted Kingdom each prov ide over 
$10 m i l l i o n  annua l ly .  

I - 
It i s  understood t h a t  much o f  t h e  o t h e r  98% he lps  t o  
i ncrease m o t i v a t i o n  t o  use fami 1  y  planning services.  



Ten y e a r s  ago t h e  U n i t e d  S t a t e s  s u p p l i e d  about  8 0  
p e r c e n t  o f  a l l  p o p u l a t i o n  a s s i s t a n c e  f rom DAC c o u n t r i e s .  The 
DAC c o n t r i b u t i o n s  f i n a n c e  b i l a t e r a l  ass i s t ance ,  p r i v a t e  
o r g a n i z a t i o n s ,  and UNFPA. Beyond t h i s ,  t h e  Wor ld  Bank 
p r o v i d e s  ano the r  $100 m i l  l i o n  i n  p o p u l a t i o n  ass i s t ance .  The 
F o r d  and Rocke fe l  l e r  Foundat ions  add modest amounts f rom 
t h e i r  own resources .  Recen t l y ,  a f t e r  m a j o r  g row th  i n  
Japanese, Norwegian, and Swedish a s s i s t a n c e  and moderate 
i n c r e a s e s  f rom o t h e r  b i l a t e r a l  donors, t h e  US sha re  dropped 
t o  abou t  h a l f .  The U n i t e d  S t a t e s  remains,  however, t h e  
1  ead i  ng c o n t r i b u t o r  t o  UNFPA ( supp l  y i  ng abou t  o n e - f o u r t h  o f  
i t s  budge t )  and t o  o t h e r  m a j o r  p r i v a t e  o r g a n i z a t i o n s  i n  t h i s  
f i e l d  ( I n t e r n a t i o n a l  Planned Paren thood Foundat ion ,  ( IPPF) , 
F a m i l y  P l ann ing  I n t e r - n a t i o n a l  Ass i s t ance  (FPIA),  P a t h f i n d e r  
Fund, and A s s o c i a t i o n  f o r  V o l u n t a r y  S t e r i  1  i z a t i o n  (AVS). 

I n  1980 IDCA began a  m a j o r  e f f o r t  t o  s o r t  ou t  t h e  
compa ra t i ve  advantages o f  donors  i n  p o p u l a t i o n  a s s i s t a n c e  t o  
i n s u r e  t h a t  a v a i l a b l e  r esou rces  a r e  used e f f e c t i v e l y .  The 
work p l a n  i n c l u d e d :  assess i ng  c o u n t r i e s '  e f f o r t s  t o  dea l  
w i t h  p o p u l a t i o n  p ressures ;  e s t i m a t i n g  t h e i r  r e q u i  rements f o r  
a s s i s t a n c e  r e l a t e d  t o  p o p u l a t i o n ;  and r e v i e w i n g  t h e  programs 
o f  t h e  v a r i o u s  development agenc ies  ( n o t a b l y  UNFPA, t h e  MDBs, 
and AID) t o  de te rmine  t h e i r  compara t i ve  s t r e n g t h s  i n  
a s s i s t a n c e  r e l a t e d  t o  p o p u l a t i o n .  

IDCA began t o  examine e f f o r t s  i n  t h e  f o l l o w i n g  f i e l d s :  
c o l l e c t i o n  o f  b a s i c  p o p u l a t i o n  data;  p o p u l a t i o n  dynamics 
( i .e.,  a n a l y s i s  o f  demographic da ta ,  consequences f o r  
development  and p o p u l a t i o n  growth,  and resea rch  on f e r t i  1  i ty 
d e t e m i  nan t s ) ;  communicat ion and educa t ion ;  b i omed i ca l  
r esea rch  i n  c o n t r a c e p t i  ve methods; o p e r a t i o n s  r esea rch  and 
e v a l u a t i o n ;  and impac t  o f  US development programs on  
f e r t i l i t y .  

Wh i l e  IDCA needs more i n f o r m a t i o n  t h a n  i s  r e a d i l y  
a v a i l a b l e  on UNFPA and t h e  Wor ld Bank, c e r t a i n  views on  t h e  
s t r e n g t h s  o f  t h e  US b i  l a t e r a l  program v i  s -a -v i  s  t h e s e  o t h e r  
o r g a n i z a t i o n s  d o  emerge. 



AID'S Popu la t i on  Ass is tance 

I n  1980 AID concent ra ted i t s  popu la t i on  ass is tance,  5185 
m i l  l i o n  ( a t  t h e  c o n t i n u i n g  r e s o l u t i o n  l e v e l  ) ,  on t h e  
improvement and ex tens ion  o f  fami 1  y  p lann ing  serv ices .  Host 
governnents '  f a m i l y  p lann ing programs were supported i n  such 
c o u n t r i e s  as Indonesia,  t h e  P h i l  i pp i  nes, and Thai land.  These 
programs f e a t u r e d  f a m i l y  p lann ing  out reach se rv i ces ,  o f t e n  i n  
c o n j u n c t i o n  w i t h  bas i c  h e a l t h  serv ices ,  i n  r u r a l  as  w e l l  a s  
urban areas. I n  many c o u n t r i e s  o f  L a t i n  America, A f r i c a ,  
Asia,  and t h e  Near East, AID prov ided over  $45 m i l l i o n  i n  
ass i s tance  th rough popu la t i on  i n t e r m e d i a r i e s  such as t h e  
I n t e r n a t i o n a l  Planned Parenthood Foundat ion and t h e  
Popu la t i on  Counci 1. A:[D's f a m i l y  p lann ing  d e l i  very  systems 
were designed t o  be cos t  e f f e c t i v e  and t o  concen t ra te  on t h e  
problems o f  reach ing remote r u r a l  areas. 

AID a l s o  supported programs designed t o  do t h e  
f o l l o w i n g :  

- -  expand support  f o r  b iomedical  research t o  develop b e t t e r  
f a m i l y  p lann ing  methods and b e t t e r  ways o f  assessing 
those  methods i n  t h e  f i e l d ;  

--  expand e f f o r t s  t o  i d e n t i f y  t h e  combinat ions o f  f a m i l y  
p l a n n i  ng and devel opment programs t h a t  work bes t  and 
most i nexpens i ve l y  t o  reduce b i r t h  r a t e s ,  th rough:  ( 1 )  
"ope ra t i ons  research"  -- c o n t r o l l e d  exper iments t o  
assess d i  f f e r e ~ i t  f a m i l y  p lann ing  program approaches: 
( 2 )  research and a n a l y s i s  o f  economic and s o c i a l  
p o l i c i e s  and f a m i l y  p lann ing  programs as  they  a f f e c t  
f e r t i  1  i t y ;  ( 3 )  t r i a l  programs i nvo l  v i  ng commerci a1 
r e t a i l  sa les  o f  con t racep t i ves  and medic i  nes th rough t h e  
p r i v a t e  sec tor ;  ( 4 )  expanded e f f o r t s  t o  t ry  o u t  a c t u a l  
combi na t i ons  o f  development and fami 1  y  p lann i  ng 
programs, espec ia l  l y  a t  t h e  v i  1  l a g e  l e v e l  and focus ing  
p a r t i c u l a r l y  on women's educat ion  and employment 
o p p o r t u n i t i e s ;  and ( 5 )  "development b e n e f i t s "  f o r  people 
who l i m i t  f a m i l y  s ize .  



The U n i t e d  N a t i o n s  Fund f o r  P o p u l a t i o n  A c t i v i t i e s  
-(UNFPA) 

The U n i t e d  N a t i o n s  Fund f o r  P o p u l a t i o n  A c t i v i t i e s  
(1INFPA)is t h e  m a j o r  m u l t i l a t e r a l  o r g a n i z a t i o n  a c t i v e  i n  
p o p u l a t i o n .  It s u p p o r t s  programs i n  o v e r  120  c o u n t r i e s  w i t h  
a n  annual  budge t  approach ing  $140 m i l l i o n .  LINFPA i s  t h e  most  
p o l i t i c a l l y  a c c e p t a b l e  d o n o r  t o  some d e v e l o p i n g  c o u n t r i e s  and 
o f f e r s  g r e a t  f l e x i b i l i t y  i n  programming. T h i s  i s  i m p o r t a n t  
i n  d e v e l o p i n g  c o u n t r i e s  where b i l a t e r a l  a s s i s t a n c e  f o r  
p o p u l a t i o n  rema ins  low. S i n c e  such c o u n t r i e s  t e n d  t o  b e  
t h o s e  a t  a  r e l a t i v e l y  " e a r l y "  s t a g e  o f  f a m i l y  p l a n n i n g ,  LINFPA 
has a  l a r g e  r o l e  i n  t h e  development o f  p o p u l a t i o n  p o l i c y ,  
i n f o r m a t i o n ,  and demographic data.  It i s  a l s o  commi t ted  t o  
s u p p o r t i n g  f a m i l y  p l a n n i n g  s e r v i c e s  whenever p o s s i b l e  and 
a l l o c a t e s  a  l a r g e  and i n c r e a s i n g  s h a r e  o f  i t s  budge t  f o r  t h i s  
purpose. 

Wor ld  Bank 

The Wor ld  Bank p r o v i d e s  p o p u l a t i o n  a s s i s t a n c e  a t  a n  
annua l  l e v e l  o f  a p p r o x i m a t e l y  $100 m i l  l i o n .  H i s t o r i c a l l y ,  
t h e  Bank has focused  on p r o v i d i n g  c l i n i c s  and o t h e r  
i n f r a s t r u c t u r e ,  p a r t i c u l a r l y  i n  Asia.  A t  t h e  p r e s e n t  t i rne,  
i t  i s  expand ing  i t s  g e o g r a p h i c  and s u b s t a n t i v e  focus.  

R e g i o n a l  Banks 

A l t h o u g h  t h e  r e g i o n a l  development  banks have y e t  t o  
p r o v i d e  any s u b s t a n t i a l  p o p u l a t i o n  a s s i s t a n c e ,  t h e  A s i a n  
Devel opment Bank has a c q u i  r e d  s t a f f  w i t h  e x p e r t i  se  i n  
p o p u l a t i o n  programs i n  o r d e r  t o  expand i t s  a c t i v i t i e s .  The 
I n t e r - A m e r i c a n  Devel  opment Bank has expressed a n  i n t e r e s t  i n  
d o i n g  more i n  t h e  f i e l d  o f  p o p u l a t i o n .  

Peace Corps 

The Peace Corps has c o n c e n t r a t e d  v o l u n t e e r  e f f o r t s  i n  
t h e  development  o f  comprehensive p r o j e c t s  i n  p r i m a r y  h e a l t h  
ca re .  A p p r o x i m a t e l y  5000 h e a l t h  v o l u n t e e r s  work i n  community 
based p r o j e c t s  t h a t  i n t e g r a t e  f a m i l y  p l a n n i n g  , e d u c a t i o n ,  
n u t r i t i o n ,  mate rna l  and c h i l d  ca re ,  s a n i t a t i o n ,  and  h e a l t h  
e d u c a t i o n .  Because v o l u n t e e r s  work a t  t h e  g r a s s - r o o t s  l e v e l ,  
t h e y  have a  un ique  o p p o r t u n i t y  t o  he1 p  v i  1  l a g e r s  examine 
h e a l t h  c o n d i t i o n s  t h a t  encompass a l l  a s p e c t s  o f  f a m i l y  and  
canmun i ty  l i f e .  



I n  t h e  f u t u r e ,  t h e  Peace Corps p lans t o  exp lo re  new 
i n i t i a t i v e s  and t o  s t rengthen p r o j e c t s  i n  f a m i l y  p lann ing 
educat ion as p a r t  o f  t h e i r  p r imary  h e a l t h  ca re  focus. 

Sta tus  o f  I n t e r n a t i o n a l  I n i t i a t i v e s  

The Un i ted  States,  o t h e r  donors, and llNFPA have 
expressed i n t e r e s t  i n  he ighten ing a t t e n t i o n  on t h e  popu la t i on  
problem through d i  plomat i c  channels and through i ncreased 
program assistance. Assi stance f rom o the r  c o u n t r i e s  has 
grown from about $90 m i l l i o n  i n  1975 t o  about $150 m i l l i o n  i n  
1980. Several donors have i n d i c a t e d  i n t e r e s t  i n .  doing more. 
Moreover, t h e  Venice Economic ' S u m i  t Communiqu6, t h e  IDS 
r e s o l u t i o n s  f r a n  t h e  1980 1IN Conference on Women, and o t h e r  
major  i n t e r n a t i o n a l  statements have s t ressed t h e  need t o  
focus more a t t e n t i o n  on the  popu la t i on  problem. While t h i s  
problem w i l l  r e q u i r e  c a r e f u l  a t t e n t i o n  on f i n a n c i a l ,  medical ,  
and c u l t u r a l  aspects o f  popu la t i on  p o l i c y ,  t h e  cha l lenge i s  
t o  a c t  now and se ize  t h e  oppor tun i t y  t o  prevent t h e  ser ious,  
i f  not  t r a g i c ,  impact o f  popu la t i on  growth on t h e  s o c i a l  and 
economic development o f  developing count r ies .  



1II .B.  CROSS SECTORAL EMPHASES I N  DEVELOPMENT ASSISTANCE 

I I I .B. l .  WOMEN I N  DEVELOPMENT 

US P o l i c y  Ob jec t i ves  

The "Percy Amendment", added t o  t h e  Fore ign Assistance 
Act i n  1973, d i r e c t s  t h a t  American a i d  be admin is tered t o  
i n i t i a t e  and s t rengthen programs, p r o j e c t s ,  and a c t i v i t i e s  t o  
i n t e g r a t e  women more f u l l y  i n t o  t h e  development process. 

S p e c i f i c  a t t e n t i o n  t o  t h e  r o l e  o f  women i s  impor tant  t o  
sound development p lann ing because women c o n s t i t u t e  ha1 f o f  
t h e  p o t e n t i a l l y  p roduc t i ve  l a b o r  fo rce ;  t hey  do much of t h e  
ac tua l  work of development a l ready;  and they  have even 
g r e a t e r  r e s p o n s i b i l i t i e s  f o r  feed ing and c a r i n g  f o r  t h e i r  
f a m i l i e s  as  more and more men m i g r a t e  t o  urban areas, w i t h  
income remi t tances t o  t h e i r  f a m i l i e s  u n c e r t a i n  a t  best. An 
es t imated one- th i rd  o f  a l l  poor households i n  developing 
c o u n t r i e s  a r e  now headed by women. 

The exper ience o f  women i n  development shows t r a g i c  
paradoxes. Al though women work i n  any count ry ,  l i t t l e  
a t t e n t i o n  has gone t o  i nc reas ing  t h e  p r o d u c t i v i t y  o f  t h i s  
h a l f  o f  t h e  popu la t ion .  Al though women o f t e n  grow most o f  
t h e  domestic food supply,  they,  a long w i t h  t h e i r  c h i l d r e n ,  
a r e  general l y  t h e  most severe ly  ma1 nourished. A1 though women 
a r e  t h e  p r i n c i p a l  teachers  o f  c h i l d r e n ,  female il l i t e r a c y  
r a t e s  u s u a l l y  f a r  exceed those o f  men. 

As more exper ience i s  gained f rom observ ing wonien i n  
development p r o j e c t s ,  severa l  key p o i n t s  emerge: 

--  #omen a r e  o f t e n  viewed by development planners 
p r i m a r i l y  a s  wives and mothers and thus  "nonessen t ia l "  
t o  t h e  development process. The Un i ted  S ta tes  has 
encouraged t h a t  women be seen as c o n t r i b u t o r s  t o  as  
we1 1  as b e n e f i c i a r i e s  o f  development. 

--  Wi th  women doing so much o f  t h e  food product ion ,  many 
a g r i c u l t u r a l  development programs have f a l l e n  sho r t  o f  
t h e i r  p o t e n t i a l  because they  f a i l e d  t o  g i v e  rnuch 
a t t e n t i o n  t o  women. 



-- I n  t h e  "modern sec to r " ,  women work l o n g e r  hours than men 
but  a r e  u s u a l l y  pa id  much less.  S ince development 
p r o j e c t s  o f t e n  push more a c t i v i t i e s  i n t o  t h e  modern 
sec to r ,  such p r o j e c t s  should h e l p  increase t h e  
p r o d u c t i v i t y  and w e l f a r e  o f  women. Th is  r e q u i r e s  
i ncreas i  ng access t o  p r o d u c t i v e  resources,  improv ing 
technology,  and i n c r e a s i n g  educat iona l  and voca t i ona l  
t r a i n i n g  o p p o r t u n i t i e s  f o r  women. 

S p e c i f i c a l l y  t h e  U.S. p o l i c y  o b j e c t i v e s  i n  regard  t o  
women i n  development i nc lude :  

-- improv i  ng t h e  i ncome and e c o n m i  c  p r o d u c t i  v i  ty o f  
women ; 

-- i n c r e a s i n g  educa t i on  and t r a i n i n g  o p p o r t u n i t i e s  f o r  
women; and 

--  i n p r o v i n g  t h e  phys i ca l  w e l l  being and s o c i a l  s t a t u s  o f  
women by encouraging t h e i r  p a r t i c i p a t i o n  i n  t h e  des ign 
and implementa t ion  o f  development programs and p ro jec t s .  

Major  Developments i n  1980 

The Women i n  Development O f f i c e  

S ince 1975 t h e  ~ n a i n  v e h i c l e  f o r  implement ing t h e  Percy 
Amendment has been t h e  AID Women i n  Development O f f i c e  (WID). 
T h i s  o f f i c e  prov ides  guidance on women i n  development issues,  
develops model programs and p r o j e c t s  f o r  women i n  coope ra t i on  
w i t h  miss ions  and o t h e r  p a r t s  o f  AID, p rov ides  t e c h n i c a l  
ass i s tance  t o  miss ions ,  suppor ts  i n t e r n a t i o n a l  and deve lop ing 
coun t r y  women's o rgan i za t i ons  t h a t  engage i n  development 
p r o j e c t s ,  and ma in ta ins  a  resource c e n t e r  f o r  women i n  
devel opment m a t e r i a l  s. 

Dur ing  1980 t h e  WID o f f i c e  prov ided t e c h n i c a l  ass i s tance  
t o  many AID miss ions  i n  t h e  f i e l d .  A t  t h e  same t ime,  t h e  
c e n t r a l  and reg iona l  bureaus o f  AID strengthened t h e i r  WID 
a c t i v i t i e s  by  e s t a b l i s h i n g  committees and task  f o r c e s  on WID, 
conduct ing  p o r t f o l i o  reviews, and h o l d i n g  t r a i n i n g  sessions 
f o r  m iss ion  and Washington s t a f f .  I n  June 1980, t h e  
A d m i n i s t r a t o r  sent  a  cab le  t o  miss ions  ask ing  them t o  rev iew  
t h e i r  women i n  development a c t i v i t i e s  and t o  choose a  s e t  o f  
op t i ons  t o  s t reng then  them. These op t i ons  i nc luded :  working 
more a c t i v e l y  w i t h  hos t  governments t o  promote women's 
p a r t i c i p a t i o n  i n  development a c t i v i t i e s ;  des ign ing women's 



components f o r  e x i s t i n g  and new p r o j e c t s  t h a t  would emphasize 
i ncane genera t i on  and employment a c t i v i t i e s  f o r  women; and 
p r o v i d i n g  i ncreased ass is tance t o  women's organ izat ions.  
A d d i t i o n a l  t e c h n i c a l  suppor t  was o f f e r e d  t o  miss ions t o  h e l p  
them c a r r y  o u t  t h i s  program. 

A  t r a c k i n g  system o f  annua l l y  updated miss ion r e p o r t s  on 
women i n development p r o j e c t s  and budgets i s mai n t a i  ned. 
Eva luat ions o f  se lec ted programs were c a r r i e d  o u t  i n  1980. 

Types o f  P r o j e c t s  

To s u c c e s s f u l l y  i n t e g r a t e  women i n t o  t h e  development 
process, "women-speci f i c "  p r o j e c t s  and p r o j e c t s  i n c o r p o r a t i n g  
"women's components" a r e  necessary. AID i s  c u r r e n t l y  us ing 
t h i s  two t r a c k  system. 

"Women's component" p r o j e c t s  a r e  o f t e n  t h e  eas ies t  way 
t o  t e s t  new techno log ies  (such as  new cookstove designs o r  
s o l a r  pumps) and h e a l t h  and educat ion d e l i  very systems. 
These p r o j e c t s  prov ide women i n  developing c o u n t r i e s  w i t h  
techn ica l  s k i l l s  and t h e  resources needed t o  t ry  o u t  new 
techniques.  "Women-speci f i  c"  p r o j e c t s  general  l y  p rov ide  
u s e f u l  models f o r  i nc reas ing  women's p a r t i c i p a t i o n  through 
women's organ izat ions.  Examples o f  "women-speci f i c "  p r o j e c t s  
e x i s t  i n  a  number o f  sec tors :  

- -  c r a f t  coopera t i ve  i n  B o l i v i a  and Lesotho; 

- -  women's smal l  en te rp r i se ,  t e c h n i c a l  ass i s tance  and and 
c r e d i t  programs i n  Barbados, Peru, Ghana, Bangladesh 
and Costa Rica; 

-- vocat iona l  t r a i n i n g  p r o j e c t s  i n  t h e  Dominican 
Republ i c, 

Morocco and t h e  P h i l i p p i n e s ;  

-- c r e d i t  and smal l  fa rmer  assoc ia t i ons  i n  Costa Rica, 
B o l i v i a ,  Peru, Guatemala, Paraguay, Ecuador and Kenya; 

-- i ntermediate technology p r o j e c t s  (which should r e c e i v e  
more a t t e n t i o n  than  they have thus f a r )  c u r r e n t l y  
underway i n L a t i n  America Cape Verde, and Upper Vo l ta .  



Since male m i g r a t i o n  t o  urban areas has l e f t  women w i t h  
even more a g r i c u l t u r a l  r e s p o n s i b i l i t i e s ,  AID i s  g i v i n g  major  
a t t e n t i  on t o  women i n  a g r i c u l t u r e ,  r u r a l  development, and 
r e s e t t l  w e n t  p r o j e c t s .  An AID r u r a l  development p r o j e c t  i n  
Jamaica i nc ludes  a  "women's component" -- spec ia l  t r a i n i n g  
programs f o r  a g r i c u l t u r a l  ex tens ion  teams and ass i s tance  w i t h  
vegetab le  c u l t i v a t i o n  on fami l y  p l o t s .  P r o j e c t s  
i n c o r p o r a t i  ng women's components i n  B o l i  v i a ,  Panama, 
Paraguay, Egypt and t h e  P h i l i p p i n e s ,  a r e  improv ing women's 
p r o d u c t i v i t y  i n  l i v e s t o c k  p roduc t i on  and c rop  c u l t i v a t i o n .  
Whi le  p r o j e c t s  designed t o  s t reng then  women's r o l e s  i n  
market ing  and f o o d  s torage and process ing a r e  s t i l l  ve ry  
l i m i t e d ,  t h e y  a r e  growing. U n f o r t u n a t e l y ,  t h e  r o l e  o f  women 
i n  a g r i c u l t u r e  i s  s t i l l  no t  a  p a r t  o f  convent iona l  
development t h i n k i n g .  To remedy t h i s ,  t h e  Women i n  
Development o f f i c e  c o n t r i b u t e d  a  s e r i e s  o f  background papers 
t o  t h e  FA0 conference on r u r a l  development i n  1979 and 
prepared a  seminar f o r  t h e  BIFAD Board on women i n  food 
p roduc t i on  i n  October, 1980. A  s i m i l a r  a c t i v i t y  was 
sponsored by t h e  Development Support Bureau f o r  
r e p r e s e n t a t i v e s  f rom T i t l e  X I1  u n i v e r s i t i e s .  These seminars 
es tab l i shed  t h e  b a s i s  f o r  a  coope ra t i ve  e f f o r t  between t h e  
WID O f f i c e  and BTFAD t o  i n t e g r a t e  women i n t o  research 
p r o j e c t s ,  t o  develop a  research agenda, and t o  u t i l i z e  women 
w i t h  development e x p e r t i s e  i n  t h e  T i t l e  X I 1  c o n t r a c t i n g  
process. 

The second most impor tan t  ca tegory  o f  women's component 
p r o j e c t s  i s  voca t i ona l  and p r o f e s s i o n a l  t r a i n i n g .  Women now 
j o i n  i n  p a r t i c i p a n t  t r a i n i n g  programs i n  U.S. u n i v e r s i t i e s  t o  
i nc rease  LDC i n s t i t u t i o n a l  capac i t y .  The most recen t  da ta  i n  
AID suggests t h a t  women account f o r  15% o f  those who r e c e i v e  
such t r a i n i n g .  

Two-th i  r d s  o f  t h e  women's colnponent p r o j e c t s  repo r ted  by 
miss ions  a r e  i n  h e a l t h  and f a m i l y  p lanning.  P r o j e c t s  which 
o n l y  d e l i v e r  s e r v i c e s  t o  women a r e  not  viewed as  "women i n  
development" p r o j e c t s  because t h e y  do no t  i nc rease  women's 
i nco~ne and earn ing s k i  11s o r  reduce t h e  burden o f  women's 
l a b o r ,  a l t hough  they  c l e a r l y  p rov ide  major  h e a l t h  b e n e f i t s  t o  
women. Moreover, these h e a l t h  and f a m i l y  p lann ing  p r o j e c t s  
o f t e n  t r a i n  women i n  a  wide range o f  h e a l t h  s k i l l s  and 
i ncrease t h e i r  ernpl oyment p o t e n t i a l .  C r e a t i v e  h e a l t h  and 
fami 1  y  p lann i  ng p r o j e c t s  a1 so o f t e n  i nc l  ude o t h e r  a c t i v i t i e s  
such as management and l eade rsh ip  sk i1  l s ,  c h i l d  c a r e  and 
a g r i c u l t u r a l  ex tens ion.  



Research and data a r e  e s s e n t i a l  t o  guide p o l i c y  
f o r m u l a t i o n  and t o  show which a r e  t h e  most e f f e c t i v e  and 
1 east  cost1 y approaches. Development planners have long 
argued t h a t  progrirmming f o r  women i s  made d i f f i c u l t  by t h e  
l a c k  o f  accura te  data. But w i t h  t h e  World F e r t i l i t y  Survey 
and t h e  recent  W I D  Data P r o j e c t  a t  t h e  Bureau o f  t h e  Census 
( j o i n t l y  sponsored by t h e  Women i n  Devel opment O f f i c e  and t h e  
O f f i c e  o f  Popu la t i on ) ,  AID i s  accumulat ing t h e  
coun t ry  s p e c i f i c  data needed f o r  coun t ry  s t r a t e g y  statements 
and p ro jec ts .  The a v a i l a b i l i t y  o f  data tapes w i l l  s t i m u l a t e  
a new wave o f  research i n  u n i v e r s i t y  and development 
communities o u t s i d e  o f  AID. E f f o r t s  a r e  c u r r e n t l y  be ing made 
t o  d i  saggregate data by sex, a change which would have a 
broad e f f e c t  on AID a c t i v i t i e s .  

A number o f  missions,  s p e c i f i c a l l y  those i n  Ecuador, 
Paraguay and S r i  Lanka, have done " s t a t u s  o f  women" s t u d i e s  
t o  compi le data on women i n  those count r ies .  Two s tud ies ,  
one i n  Nepal and another i n  Maur i tan ia ,  have g i ven  AID t h e  
k i n d  o f  data on t ime  use, market a c t i v i t i e s ,  and female 
p a r t i c i p a t i o n  i n a g r i c u l t u r a l  p roduc t i on  and household 
decis ion-making needed t o  improve p r o j e c t  p lanning.  Dur ing 
1980 t h e  WID O f f i c e  sponsored s p e c i f i c  s t u d i e s  which prov ided 
use fu l  p r o j e c t  and p o l i c y  background i n  var ious areas such as 
"Women i n  Fo res t r y  f o r  Local Community Development ," "Women 
and Energy" and t h e  "Role o f  Women i n  Water Pro jec ts . "  

Peace Corps 

The Peace Corps i s  c u r r e n t l y  a c t i v e  i n  b r i n g i n g  host  
coun t ry  women i n t o  t h e  development process. 

E a r l y  steps a t  consciousness r a i s i n g  among Peace Corps 
s t a f f  were made i n  1976 when t h e  f i r s t  Women i n  Development 
memo t o  f i e l d  s t a f f  was issued by the  Peace Corps D i r e c t o r .  
At  t h e  Peace Corps Country D i r e c t o r s '  Conference i n  September 
1979, f i e l d  managers agreed t h a t  women-i n-development 
p r o j e c t s  should i n v o l v e  host  coun t ry  women i n  a l l  t h e  
f o l l o w i n g  areas: 

-- i d e n t i f y i n g  problems, assessing needs, and s e t t i n g  
p r i o r i t i e s ;  

- -  p lann ing and imp1 ementi ng development p r o j e c t s ;  

--  Assumi ng impor tant ,  and permanent r o l e s  i n development 
p r o j e c t s ;  



-- i ncreas i  ng t hei  r p r o d u c t i v i t y  and development s k i  11 s  
t o  i ncrease t h e i  r access t o  empl oyment oppor tun i t i es .  

F o l  lowing t h a t  conference, t h e  Peace Corps D i r e c t o r ,  i n  
c o n s u l t a t i o n  w i t h  a  s p e c i a l l y  assembled WID Overs ight  
Commi t t e e ,  developed a  s t r a t e g y  f o r  i n t e g r a t i n g  WID i n t o  
t h r e e  t a r g e t  areas:  t r a i n i n g ,  programming, and i n f o r m a t i o n  
and resources. 

Tra i n i  nq: 

--  !JID concerns wi 11 be i n t e g r a t e d  i n t o  a1 1  Peace Corps 
s t a f f  t r a i n i n g  a s  a n  i n t e g r a l  p a r t  o f  t h e  p r o j e c t  
design. 

-- A d r a f t  manual i s  now be ing  rev i sed  u t i l i z i n g  f i e l d  
exper ience f rom s i x  coun t r i es :  Malaysia, Tha i land,  
Cent ra l  A f r i c a n  Republ ic,  Swazi land,  Honduras and 
Barbados. 

-- Dur ing 1980, a  s e r i e s  o f  3-7 day workshops were he ld  
f o r  Peace Corps volunteers.  Country s p e c i f i c  
i n f o r m a t i o n  was incorpora ted,  and hos t  coun t ry  
p a r t i c i p a n t s  were a c t i v e  i n  t h e  workshops. 

Programni n g  

Peace Corps Programmers have i d e n t i f i e d  two types o f  
women i n  development p r o j e c t s :  those which focus 
s p e c i f i c a l l y  on women's needs, and o t h e r  i n t e g r a t e d  p r o j e c t s  
which address men and women equa l ly .  Occasional ly,  
i n t e g r a t e d  p r o j e c t s  take  on a  more s p e c i f i c  W I D  focus. One 
example o f  t h i s  i s  a  Solomon I s l a n d s  Rural  Development 
P r o j e c t  which evo lved i n t o  a  h a n d i c r a f t s  market ing  p r o j e c t  
f o r  t h e  v i l l a g e  women on t h e  i s l a n d  o f  Guadalcanal. 

Other examples o f  Peace Corps WID p r o j e c t s  i nc lude :  A 
coopera t i ve  p r o j e c t  i n  Guatemala i n  which women p lay  a  major  
r o l e  i n  r a i s i n g  sheep and producing and market ing  c l o t h i n g .  
T h i s  p r o j e c t  has l e d  t o :  t h e  es tab l ishment  o f  market ing  and 
account ing systems; t h e  p repara t i on  o f  a  merchandise 
catalogue; t h e  use o f  a c r y l i c s  i n  weaving; and t h e  opening o f  
a  r e t a i l  s tore.  



I n  Senegal, a t r a i n i n g  program f o r  women s t resses  t h e  
a c q u i s i t i o n  o f  s k i 1  1s such as c h i l d  care, home gardening and 
smal l  animal r a i s i n g ,  
conse rva t i on  o f  bas i c  foods, household management, budget ing  
and bas ic  reco rd  keeping. 

A fa rm coopera t i ve  program employing female a g r i c u l t u r a l  
e x t e n s i o n i s t s  i n  Gambia was done i n  c o l l a b o r a t i o n  w i t h  t h e  
World Bank. Since t h i s  p r o j e c t  began, farm coopera t i ves  have 
been s e t  up i n  37 v i l l a g e s .  The a g r i c u l t u r a l  e x t e n s i o n i s t s  
a s s i s t  v i l l a g e  women i n  o b t a i n i n g  c r e d i t  f o r  t h e  purchase o f  
seeds and teach them t h e  concept o f  saving. A f te rwards ,  
women a r e  a s s i s t e d  i n  purchasing work-saving equipment such 
as  donkey c a r t s  and f a n  machinery. 

I n  t h e  annual Peace Corps Country Management Plan,  
Count ry  D i r e c t o r s  rev iew  each e x i s t i n g  o r  new Peace Corps 
p r o j e c t  t o  assure t h a t  t h e y  adequate ly  address t h e  needs o f  
women i n  deve lop ing coun t r i es .  P r o j e c t s  which do no t  meet 
t h e  needs o f  women a r e  redesigned o r  phased out. Peace Corps 
f i e l d  o f f i c e s  a1 so make e f f o r t s  t o  program c o l  l a b o r a t i v e l y  
w i t h  o t h e r  development o r g a n i z a t i o n s  and t o  e n l i s t  l o c a l  
women's groups i n  p lann ing and imp1 ementi ng WID programs. 

I n  a d d i t i o n  a bas i c  l i s t  o f  WID resource m a t e r i a l s  was 
developed f o r  use as a re fe rence  l i b r a r y .  An i n v e n t o r y  o f  
WID l i t e r a t u r e  and resources a v a i l a b l e  i n  AID has a l s o  been 
compiled. Regional WID b i b l i o g r a p h i e s  have been e s t a b l i s h e d  
a long w i t h  a browsing l i b r a r y  w i t h  WID m a t e r i a l s  f o r  use by 
headquarters and overseas Peace Corps s t a f f .  

S ta tus  o f  I n t e r n a t i o n a l  I n i  t a t i  ves 

The WID O f f i c e  i n  AID has taken t h e  l e a d  i n  b r i n g i n g  t h e  
OECD/DAC donor agencies t o g e t h e r  t o  d iscuss  women i n  
development p o l i c i e s  and concerns. A s e r i e s  o f  meetings has 
occurred,  t h e  nex t  scheduled f o r  P a r i s  i n  January 1981. 
D iscuss ion t o p i c s  range f rom improvement o f  communication 
between LDC/womenls o r g a n i z a t i o n s  and donor rep resen ta t i ves  
t o  i n t e g r a t i o n  o f  women's components i n t o  rnajor development 
p r o j e c t s .  A Donor Document Exchange 
has been es tab l i shed  and case s tud ies  a r e  be ing co l l ec ted .  



AID'S p repara t i on  f o r  t h e  UN Conference on t h e  Decade 
f o r  Women was a  major focus o f  t h e  l a s t  y e a r ' s  work. Task 
f o r c e s  on t h e  t h r e e  key subs tan t i ve  t o p i c s  o f  t h e  
Conference --  empl oyment, hea l th ,  and educat ion -- were 
e s t a b l i  shed and background papers were w r i t t e n .  A d d i t i o n a l  
m a t e r i a l s  on m i g r a t i o n  were prepared when i t  emerged as  an 
impor tan t  i s s u e  on t h e  Agenda. 

AID a s s i s t e d  w i t h  t h e  p lann ing o f  t h e  u n o f f i c i a l  NGO 
Forum and enabled many deve lop ing coun t ry  women t o  
p a r t i c i p a t e  i n  it. I n  a d d i t i o n ,  AID sponsored o t h e r  r e l a t e d  
a c t i v i t i e s  i n c l u d i n g  "The Exchange", which was a  s e r i e s  o f  
devel opment workshops designed t o  s t rengthen t h e  
communication between women i n  devel opi ng c o u n t r i e s  and donor 
agencies. Research m a t e r i a l  f o r  t h e  Copenhagen Conference 
was made a v a i l a b l e  t o  var ious groups i n c l u d i n g  t h e  heads o f  
a l l  delegat ions.  Representat ives from IDCA and AID were on 
t h e  o f f i c i a l  US de legat ion.  

Un fo r tuna te l y  t h e  i n c l u s i o n  o f  language on ass i s tance  t o  
P a l e s t i n i a n  women through t h e  PLO caused t h e  Un i ted  States,  
Canada, I s r a e l ,  and A u s t r a l i a  t o  vo te  aga ins t  t h e  Programme 
o f  Ac t i on  adopted i n  Copenhagen. However, t h e  na t i ona l  
s t r a t e g i e s  s e c t i o n  was passed by  consensus, as were numerous 
r e s o l u t i o n s  i n c l u d i n g  some i n i t i a t e d ,  cosponsored o r  s t r o n g l y  
supported by t h e  U.S. on women as refugees, t h e  Water Decade, 
f a m i l y  p lann ing,  and r u r a l  women. The Programme o f  A c t i o n  
r e i n f o r c e s  t h e  need f o r  g r e a t e r  p a r t i c i p a t i o n  by women's 
organ izat ions,  l ooks  a t  i ssues  o f  unremunerated work and 
emphasizes con t i nu ing  problems i n  t h e  areas o f  l e g a l  r i g h t s  
and 1  i teracy.  Food p roduc t i on  and consumption, migrant  
women, and t h e  female headed household were l i s t e d  as 
p r i o r i t y  i tems f o r  a t t e n t i o n .  T h i s  i n t e r n a t i o n a l  agenda was 
supported by t h e  m a j o r i t y  o f  deve lop i  ng coun t ry  governments. 
Other impor tar i t  advances o f  t h e  Copenhagen Programme o f  
A c t i o n  i n c l u d e  r e c o g n i t i o n  o f  t h e  p a r t i c i p a t o r y  r o l e  
o f  women and support  f o r  women's grass r o o t  organ izat ions.  

As t h e  UN Conference i n  Copenhagen c l e a r l y  i 1 l u s t r a t e d ,  
t h e  UN agencies have a l l  examined t h e  impact o f  t h e i r  
programs on women i n  developing count r ies .  The World Bank 
has focussed on i n t e g r a t i n g  WID concerns i n  t h e  educat ion 
sec to r ,  under a  WID admin i s t ra to r .  T h e i r  a n a l y t i c a l  rev iew 
o f  p ro jec ts ,  "Recognizing t h e  ' I n v i s i b l e '  Woman i n  
Development: The World Bank's Experience," concludes t h a t  



" b e t t e r  understanding o f  women's r o l e s  and a c t i v i t i e s  
minimizes waste and i n e f f i c i e n c y  and pe rm i t s  women t o  be more 
c l e a r l y  i d e n t i f i e d  as p o t e n t i a l  b e n e f i c i a r i e s  o f  p ro jec ts .  
Where appropr ia te ,  a  p r o j e c t ' s  e f f e c t s  on men and women 
should be considered separate ly . "  

The Un i ted  Nat ions Vo luntary  Fund o f f e r s  smal l  loans t o  
women's p r o j e c t s  throughout t h e  world. Other European donors 
have g i ven  a t t e n t i o n  t o  t h e  problems o f  women i n  development 
and, th rough t h e  DAC mechanism, have cooperated i n p o o l i  ng 
i nformat ion and case s tud ies .  

The preamble t o  t h e  new I n t e r n a t i o n a l  Development 
S t ra tegy  f o r  t h e  T h i r d  Un i ted Nat ions Development Decade 
notes  t h a t  "a subs tan t i a l  improvement i n  t h e  s t a t u s  o f  women 
w i  11 t a k e  p lace  du r ing  t h e  Decade." The IDS a l so  s t resses  
t h a t  economic growth, p roduc t i ve  employment and s o c i a l  e q u i t y  
( f o r  men and women) a r e  fundamental aspects o f  development. 



I I I .B.2. SCIENTIFIC AND TECHNOLOGICAL COOPERATION 

T h i s  s e c t i o n  focuses  on b i  l a t e r a l  and m u l t i l a t e r a l  
e f f o r t s  suppor ted  by t h e  U n i t e d  S t a t e s  t o :  

- -  a p p l y  e x i s t i n g  s c i e n t i f i c  and t e c h n o l o g i c a l  advances t o  
development  problems; 

-- encourage resea rch  on development problems t o  advance 
t h e  s t a t e  o f  t h e  a r t  and i n c r e a s e  a t t e n t i o n  t o  a reas  
t h a t  have no t  been adequa te l y  addressed; and 

- -  b u i l d  r esea rch  c a p a c i t y  i n  t h e  T h i r d  World. 

Many o f  t h e  US c o o p e r a t i v e  e f f o r t s  i n  sc i ence  and 
t echno logy  f ocus  on t h e  o v e r a l l  a s s i s t a n c e  p r i o r i t i e s - - f o o d  
and a g r i c u l t u r e ,  energy,  h e a l t h ,  p o p u l a t i o n ,  and f i n d i  ng 
env i  ronmenta l  l y  s u s t a i  nab le  pa ths  t o  development. The 
d i s c u s s i o n s  i n  t h i s  r e p o r t  on  t h o s e  s u b j e c t s  i n c l u d e  many 
examples o f  s c i e n t i f i c  and t e c h n o l o g i c a l  coope ra t i on .  

Problems sometimes a r i s e  i n  a p p l y i n g  deve loped c o u n t r y  
advances i n  deve l  o p i  ng c o u n t r i e s .  Techno log ies  used i n  
developed c o u n t r i e s  sometimes a r e  no t  " a p p r o p r i a t e "  f o r  
t r a n s f e r ,  because o f  t h e  d i f f e r e n t  l a b o r  t o  c a p i t a l  r a t i o  i n  
t h e  T h i r d  World. The des i gn  and t r a n s f e r  o f  c a p i t a l  s a v i n g  
t e c h n o l o g i e s  a p p r o p r i a t e  t o  deve lop i ng  c o u n t r i e s  w i t h  
abundant  l a b o r  b u t  s ca r ce  c a p i t a l ,  and t h e  p o t e n t i a l  o f  such 
t e c h n o l o g i e s  f o r  employment g e n e r a t i  on f o r  t h e  poor  n i a j o r i  t y  
i n l ow  i ncome c o u n t r i e s ,  a r e  o f  s p e c i a l  conce rn  t o  t h e  U n i t e d  
S ta tes .  I n i t i a t i v e s  i n  c a p i t a l  s a v i n g  t echno logy  a r e  
desc r i bed  i n  a n o t h e r  s e c t i o n  o f  t h i s  r e p o r t .  

Here  a t t e n t i o n  i s  focussed on i n i t i a t i v e s  des igned t o  
address  t h r e e  i n s t i t u t i o n a l  p r o b l e n s  f aced  by  t h e  T h i r d  Wor ld 
i n  a t t e m p t i n g  t o  use s c i e n t i f i c  and t e c h n o l o g i c a l  r esea rch  
t o  s o l  ve development problems. 

- -  Deve lop ing  c o u n t r i e s  need i n f o r m a t i o n  on and access t o  
e x i s t i n g  s c i e n t i f i c  and t e c h n o l o g i c a l  achievements t h a t  
t h e y  can  use. 

- -  Most o f  t h e  w o r l d ' s  r esea rch  and development t akes  
p l a c e  i n  t h e  i n d u s t r i a l i z e d  c o u n t r i e s ;  t hus ,  i t  has 
heen o r i e n t e d  t o w  r d  t h e i r  problems. The e c o l o g i c a l  
systems, economic needs, and  c ~ i l t u r e s  o f  deve lop i ng  
c o u n t r i e s  o f t e n  p r e s e n t  q u i t e  d i f f e r e n t  problems. 



-- The developing c o u n t r i e s  have r e l a t i v e l y  few c i t i z e n s  
t r a i n e d  f o r  s c i e n t i f i c  and techno log i ca l  research. 
Those who have been t r a i n e d ,  some t o  q u i t e  
s o p h i s t i c a t e d  l e v e l s ,  o f t e n  l a c k  i n s t i t u t i o n s  i n  which 
they  can work e f f e c t i v e l y .  

Major Developments i n  1980 

Al though a  yea r  has passed s ince  t h e  LIN Conference on 
Science and Technology f o r  Development (LINCSTD) , was he ld  i n  
Vienna, i t  i s  s t i l l  t o o  soon t o  make an assessment o f  t h e  
impact o f  t h a t  Conference on t h e  pace o f  development o r  t h e  
q u a l i t y  o f  l i f e  f o r  people i n  developing count r ies .  I n  t h e  
l ong  run,  t h e  major  t e s t  o f  success i s  1  i k e l y  t o  be whether 
i ncreased p r i o r i t y  i s  g i ven  t o  s t rengthen ing t h e  s c i e n t i f i c  
and techno log i ca l  capac i t y  o f  t h e  developing count r ies ,  and 
whether they a r e  a b l e  t o  move q u i c k l y  and p r a c t i c a l l y  i n  t h i s  
area t o  enhance t h e i r  problem s o l v i n g  capac i t y  and t h u s  make 
more e f f e c t i v e  use o f  t h e  resources a v a i l a b l e  t o  them. 

I n t e r n a t i o n a l  Organ izat ions 

One ma jo r  r e s u l t  o f  t h e  Vienna Conference was t h e  
c r e a t i o n  o f  t h e  UN I n t e r i m  Fund f o r  Science and Technology 
f o r  Development, w i t h  a  t a r g e t  o f  $250 m i  1  l i o n  f o r  a  two y e a r  
per iod.  By t h e  end o f  1980, t h e  Fund had r a i s e d  about $45 
m i  1  l i o n  i n  con t r i bu t i ons .  The US pledged t o  p rov ide  
20 percent  o f  t h e  t o t a l  up t o  $10 m i l l i o n ,  bu t  a t  t h i s  t i m e  
no funds have been appropr ia ted by t h e  Congress f o r  t h i s  
purpose. S i g n i f i c a n t  c o n t r i b u t i o n s  came from I t a l y ,  t h e  
Nether lands,  Sweden, Norway, Swi tzer land,  A u s t r i a ,  Denmark, 
F in land,  and Saudi Arabia. Several o the r  members o f  OPEC 
were s t i l l  t o  be heard from. West Germany pledged $ 5.7 
m i l l i o n  f o r  s p e c i f i c  p r o j e c t s  o f  t h e  Fund. 

The l e v e l  o f  i n t e r e s t  among p o t e n t i a l  r e c i p i e n t s  i s  
i 1  l u s t r a t e d  by t h e  number of c o n t r i b u t i o n s  rece ived  f r a n  
deve lop ing coun t r i es  and by the  submission o f  approx imate ly  
800 p r o j e c t s  f o r  cons ide ra t i  on by t h e  Fund management, which 
i s  p a r t  o f  t h e  UN Development Program (UNDP) s t r u c t u r e .  
These proposals cover a  wide range of subjects,  i n c l u d i n g :  

- -  sc ience and technology p o l i c i e s  and p lans f o r  
devel opment, i n s t i t u t i o n a l  i n f r a s t r u c t u r e ,  and 
techno1 og ica l  cho ice and a c q u i s i t i o n ;  

- -  s c i e n t i f i c  and techno log i ca l  i n f o r m a t i o n  systems; 



-- human resources development through educat ion and 
t r a i n i n g ;  

--  t h e  s t rengthen ing o f  research and development i n  and 
f o r  developing coun t r i es  and t h e i r  l inkage w i t h  t h e  
p roduc t i ve  system; 

-- energy research and development; and, 

--  expansion o f  technolog ica l  choices. 

I n  November o f  1980, t h e  f i r s t  19 p r o j e c t s  t o t a l  l i n g  $15 
mi 11 i o n  were approved. 

The experience o f  t h e  Fund thus f a r  suggests t h a t  t h e  
UNCSTD succeeded i n  s t imu l  a t i n g  t h e  i n t e r e s t  o f  deve lop i  ng 
coun t r i es  i n  enhancing t h e i r  s c i e n t i f i c  and technolog ica l  
capac i t y  and app ly ing i t  t o  development problems. Donors, 
however, have not i n  general been prepared t o  commit l a r g e  
amounts o f  add i t i ona l  funds f o r  t h i s  purpose. 

Both conclusions w i l l  undoubtedly a f f e c t  t h e  work o f  t h e  
I ntergovernrnental Committee on Science and Techno1 ogy f o r  
Development es tab l i shed  by t h e  Uni ted Nat ions t o  f o l l o w  up 
t h e  d e l i  bera t ions and recommendations from Vienna. During 
1981 , t h e  Commi t t e e  w i l l  cons ider  an operat iona l  p l a n  
prepared by t h e  S e c r e t a r i a t  t o  implement t h e  UNCSTD p lan  o f  
ac t ion.  As p a r t  o f  t h i s  process, a group o f  exper ts  i s  
cu r ren t1  y exa~ni n i  ng 1 ong range f i nanc ing  arrangements f o r  
science and technology f o r  development. Devclopi ng coun t r i es  
cont inue t o  press f o r  s u b s t a n t i a l l y  h igher  fund ing i n  t h i s  as 
i n  o the r  areas. I f  t h e  operat iona l  p l a n  and fund ing 
proposals a re  ready i n  time, they should be on t h e  Agenda o f  
t h e  General Assembly i n  1981. I n  add i t i on ,  t h e  
Intergovernmental Committee has requested a r e p o r t  f rom t h e  
S e c r e t a r i a t  on harmonizing t h e  e f f o r t s  o f  t h e  UN system i n  
science and technology, which i s  expected t o  be considered on 
t h e  same agenda. 

Wegotiations on a Code o f  Conduct f o r  t h e  Transfer  o f  
Technology were cont inued du r ing  1980 under UN Conference on 
Trade and Development (IJNCTAD) auspices; a f o u r t h  three-week 
session was he ld  and another i s  scheduled f o r  March-Apri l  
1981. While progress has been made, much remains t o  be 
resolved, no tab ly  t h e  c r u c i a l  quest ion o f  whether t h e  Code i s  
t o  have t h e  f o r c e  o f  law as t h e  Group o f  77  wishes, o r  s imply 
be a d e c l a r a t i o n  o f  good p rac t i ce .  Y h i l e  b e l i e v i n g  t h a t  t h e  
Code would c o n s t i t u t e  an impor tant  ins t rument  f o r  pranot i n g  



t he  i n t e r n a t i o n a l  t r a n s f e r  o f  technology, t h e  Uni ted Sta tes  
g e n e r a l l y  views i t  i n  t h e  broader contex t  o f  f l ows  o f  t rade,  
investment, and technology,  and o f  t h e  needs o f  a l l  coun t r i es  
t o  s t rengthen techno log i ca l  capabi 1  i t i e s .  The Un i ted  Sta tes  
wants t o  assure t h a t  t he  Code does not  serve t o  d i m i n i s h  
econornic and l e g a l  i n c e n t i v e s  f o r  t h e  generat ion  and 
t ransmiss ion  o f  techno1 ogy. 

Consu l ta t i ve  Group on I n t e r n a t i o n a l  A g r i c u l t u r a l  Research 

One o f  t h e  major  recognized successes i n  t h e  a p p l i c a t i o n  
o f  science and techno logy t o  developing coun t r i es  has been 
t h e  work o f  t h e  research centers  sponsored by t h e  
Consu l ta t i ve  Group on I n t e r n a t i o n a l  A g r i c u l t u r a l  Research 
(CGIAR). A major concern has been whether t h e  very  r a p i d  
growth i n  t h e  program o f  these centers  cou ld  be sustained, o r  
whether donor c o n t r i b u t i o n s  might  f a i l  t o  keep pace. 

La te  i n  1979 t h e  CGIAR reached a  consensus on a  
f i n a n c i a l  p l a n  which was expected t o  pe rm i t  about 10 percent 
r e a l  growth o v e r a l l  h o l d i n g  o l d e r  research centers  t o  about 3  
percent,  a l l o w i n g  newer centers  t o  grow t o  t h e i r  planned 
sizes,  and addi ng about one new program p e r  year.  The amount 
pledged a t  t h e  Mani la  session o f  t h e  Consu l ta t i ve  Group i n  
October 1980, t h e  f i r s t  CGIAR meeting i n  a  developing 
count ry ,  was approximately $140 m i l  l i o n .  T h i s  i s  
approxi lnately 4 percent  sho r t  o f  t h e  norninal t a r g e t  f o r  t h e  
y e a r  i n  t h e  fund ing plan. (The US pledge was $35.8 m i l l  i on ,  
bu t  w i l l  be l i m i t e d  t o  25 percent  o f  t h e  f i n a l  t o t a l  .) More 
ser ious,  however, i s  t h e  r a t e  o f  i n f l a t i o n  i n  t h e  c o u n t r i e s  
where cen te rs  a re  located,  which proved t o  be, on t h e  
average, more than t w i c e  t h e  9  percent  on which t h e  p lan  was 
based. As a r e s u l t ,  o v e r a l l  r e a l  growth i n  t h e  system i n  
1981 w i l l  be l e s s  than  5  percent,  h a l f  o f  t h e  ta rge t .  The 
CGIAR decided t o  conduct an i n t e r n a l  rev iew o f  programs, 
organ izat ions,  and p r i o r i t i e s  d u r i n g  1981. It i s  now c l e a r  
t h a t  t h e  rev iew committee appointed by CGIAR Chairman, Warren 
Baum o f  t h e  World Bank, must recons ider  t h e  consensus reached 
o n l y  a y e a r  ago about f u t u r e  l e v e l s  o f  program growth f o r  t h e  
centers  under t h e  CGIAR aegis. A t  t h e  Mani la meeting, t h e  
Group a l so  dec l i ned  t o  o f f e r  i t s  sponsorship t o  t h e  
I n t e r n a t i o n a l  Center o f  I nsec t  Physiology nd Ecology (IC:[PE) , 
loca ted  i n  Na i rob i .  The members judged t h a t  ICIPE was f u l  l y  
worthy o f  i n t e r n a t i o n a l  support  bu t  t h a t  i t s  purposes went 
beyond those o f  t h e  Consu l ta t i ve  Group. 

The CGIAR was t h e  r e c i p i e n t  o f  t h e  King Badouin 
I n t e r n a t i o n a l  Development P r i z e  f o r  having made a  s i g n i f i c a n t  



c o n t r i b u t i o n  t o  t h e  development o f  t h e  T h i r d  World and t o  t h e  
s o l i d a r i t y  and good r e l a t i o n s  between i n d u s t r i a l  i z e d  
coun t r i es .  T h i s  award recognizes t h e  l eade rsh ip  o f  t h e  CGIAR 
and t h e  programs i t  sponsors f o r  t h e  a p p l i c a t i o n  o f  sc ience 
and techno l  ogy t o  development problems. 

B i l a t e r a l  Ass is tance 

US p lans  t o  e s t a b l i s h  an I n s t i t u t e  f o r  S c i e n t i f i c  and 
Techno log ica l  Cooperat ion (ISTC) were presented a t  t h e  UNCSTD 
as t h e  pr imary  response made by t h i s  c o u n t r y  t o  t h e  needs 
expressed a t  t h e  Conference. There was enthusiasm f o r  t h e  US 
i n i t i a t i v e  among delegates f rom developing coun t r i es ;  
however, funds have not  been appropr ia ted f o r  t h e  ISTC. The 
Congress i ns tead  prov ided $12 m i l l i o n  i n  FY 1981 f o r  new and 
i nnovat ive  sc ience and techno logy coope ra t i on  t o  be managed 
w i t h i n  AID. IDCA and AID have moved t o  use these funds t o  
enhance t h e  e f f e c t i v e n e s s  w i t h  which science and techno logy 
i s  app l i ed  t o  t h e  problems o f  deve lop ing count r ies .  A  
Science Adv isor  t o  t h e  AID A d m i n i s t r a t o r  and t h e  IDCA 
D i r e c t o r  was appointed i n  December 1980. The Adv i so r ' s  
respons ib i  1  i ty inc ludes  deve lop ing new a c t i v i t i e s  made 
p o s s i b l e  by  t h e  $12 m i l l i o n  app rop r i a t i on ,  adv i s i ng  on 
p o l i c i e s  r e l a t e d  t o  sc ience and technology,  ma in ta in ing  
l i a i s o n  between t h e  Un i ted  Sta tes  and deve lop ing coun t r y  
s c i e n t i f i c  communities, and encouraging US domestic agencies 
t o  make t h e i r  research and development a c t i v i t i e s  more 
re1  evant t o  deve lop ing coun t r y  needs. 

I n  a d d i t i o n  t o  t h e  areas i n  which ISTC was in tended t o  
work, sc ience and techno logy has played a  growing r o l e  i n  AID 
programs. The sca le  o f  t h a t  r o l e  i s  ev iden t  from Table  
I I I . B . l  which shows es t imates  f o r  FY 1980. A c t i v i t i e s  
i n v o l v i n g  t h e  a p p l i c a t i o n  o f  sc ience and techno logy a r e  no t  
i nc luded  f o r  t h a t  reason alone; t o  have done so would have 
meant cove r i ng  almost  a1 1  AID programs. Fo r  t h i s  purpose, 
a c t i v i t i e s  i d e n t i f i e d  as sc ience and techno logy a r e  those 
concerned p r i  nc i  pal l y  wi t h  d i s c o v e r i n g  new knowledge o r  
b e t t e r  ways o f  doing th ings ,  i n c l u d i n g  m o d i f i c a t i o n s  f o r  
s p e c i f i c  a p p l i c a t i o n ;  t e s t  o r  p i l o t  app l i ca t i ons ;  
d isseminat ing  knowledge and techno logy t o  users; b u i l d i n g  t h e  
c a p a c i t y  o f  i n s t i t u t i o n s  and t r a i n i n g  i n d i v i d u a l  s  t o  per form 
these func t i ons ;  work on sc ience p o l i c y ;  e f f o r t s  t o  app ly  
h i g h  technol  ogy t o  devel opment problems; and programs t o  
develop c a p i t a l  sav ing  technology. 

The a c t i v i t i e s  descr ibed a r e  those w i t h  pr imary  focus on 
t h e  phys i ca l  sc iences;  AID sponsored research i n  t h e  soc ia l  
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TABLE I I I . B . 1  
SCIENCE AND TECHNOLOGY I N  AID PROGRAMS. FY 1980 

Est imated D o l l a r s  i n  Thousands 

Science and Technology ( I n c l u d e s  Research) Research 

Regional  C e n t r a l  T o t a l  Regional  C e n t r a l  T o t a l  

Research as p e r c e n t  o f  SLT 



s c i e n c e s  i n  s u b j e c t s  l i k e  p u b l i c  a d m i n i s t r a t i o n ,  p o l i c y  
a n a l y s i s ,  and demography a r e  n o t  i n c l u d e d .  Most AID p r o j e c t s ,  
however, a r e  m u l t i d i s c i p l i n a r y  i n  n a t u r e  t o  a s s u r e  r e l e v a n c e  
t o  a  p a r t i c u l a r  c o u n t r y ' s  needs and c i rcumstances ;  economis ts  
and o t h e r  s o c i a l  s c i e n t i s t s  a r e  o f t e n  p a r t  o f  t h e  team 
w o r k i n g  on a  p r o j e c t  i n  t h e  p h y s i c a l  sc iences .  

As t h e  t a b l e  i n d i c a t e s ,  t w o  t h i r d s  o f  A I D ' s  s c i e n c e  and 
t e c h n o l o g y  a c t i v i t i e s  i n  FY 1980 f e l l  i n  t h e  c a t e g o r y  o f  f o o d  
and n u t r i t i o n .  The p r o p o r t i o n  o f  r e s e a r c h  i n  t h a t  c a t e g o r y  
i s even h i g h e r .  The s u b s t a n t i a l  r e s e a r c h  a c t i v i t i e s  1  i s t e d  
f o r  Reg iona l  Bureaus a r e  p r i m a r i l y  concerned  w i t h  
s t r e n g t h e n i n g  t h e  i n s t i t u t i o n a l  c a p a c i t y  o f  d e v e l o p i n g  
c o u n t r i e s  i n  a g r i c u l t u r a l  research .  H a l f  o f  a1 1  AID f i e l d  
programs i n  s c i e n c e  and t e c h n o l o g y  r e l a t e d  t o  f o o d  and 
n u t r i t i o n ,  i n c l u d i n g  h a l f  o f  t h e  f i e l d  r e s e a r c h ,  a r e  i n  t h e  
A f r i c a  Bureau, r e f l e c t i n g  t h e  c r i t i c a l  need o f  A f r i c a n  
c o u n t r i e s  f o r  an i n s t i t u t i o n a l  base f r o m  wh ich  t h e y  c a n  
r e v e r s e  t h e  downward d r i f t  i n  p e r  c a p i t a  f o o d  p r o d u c t i o n .  
S c i e n c e  and t e c h n o l o g y ,  p a r t i c u l a r l y  t h e  e x p e r i m e n t a l  
a p p l i c a t i o n  o f  renewab le  energy  t e c h n o l o g i e s ,  i s  a  m a j o r  p a r t  
o f  A I D ' s  e n e r g y  program. 

U n f o r t u n a t e l y ,  compar isons  w i t h  e a r l i e r  y e a r s  a r e  n o t  
p o s s i b l e  because d a t a  were n o t  k e p t  i n  t h i s  form. F i s c a l  Year  
1981 and l a t e r  y e a r s  s h o u l d  show s i g n i f i c a n t  g rowth ,  
depending on a p p r o p r i a t i o n  l e v e l s .  

Some US domest i c  agenc ies  have a1 so been i n v o l v e d  i n  
b i l a t e r a l  c o o p e r a t i o n  s c i e n c e  and t e c h n o l o g y  programs; 
Depar tment  o f  A g r i c u l t u r e  (USDA) has been q u i t e  a c t i v e  i n  
t h i s  regard .  Under a u t h o r i t y  g r a n t e d  by  S e c t i o n  1458 o f  t h e  
Food and A g r i c u l t u r e  A c t  o f  1977, USDA has  expanded 
i n v o l  vernent w i t h  a g r i c u l t u r a l  s c i e n t i f i c  i n s t i t u t i o n s  b o t h  i n  
d e v e l o p i n g  and developed c o u n t r i e s  and a s s i s t s  US c o l l e g e s  
and u n i v e r s i t i e s  t o  d e v e l o p  t h e i r  c a p a b i l i t i e s  t o  p a r t i c i p a t e  
i n  t h e s e  programs. D u r i n g  FY 1980, t h e r e  were s c i e n t i f i c  and 
t e c h n i c a l  exchanges w i t h  2 1  c o u n t r i e s ,  i n v o l v i n g  1 4 8  f o r e i g n  
and 265 U n i t e d  S t a t e s  s c i e n t i s t s  f r o m  government, 
u n i v e r s i t i e s ,  and t h e  p r i v a t e  s e c t o r .  



I n  t h e  Peop le 's  Repub l ic  of China (PRC), c o t t o n  breed ing 
and g r a i n  hand l i ng  teams have served as c a t a l y s t s  f o r  
i n c r e a s i n g  a g r i c u l t u r a l  t r a d e  between t h e  US and PRC. 
Medic ina l  e x p l o r a t i o n  teams a re  p r o v i d i n g  medical sc ience 
w i t h  new sources f o r  f i g h t i n g  cancer, and p l a n t  s p e c i a l i s t s  
a re  i d e n t i f y i n g  new germplasm f o r  improv ing domestic 
v a r i e t i e s  o f  soybeans. C o l l a b o r a t i o n  w i t h  Mexico i n  a  
program f o r  cu l  t i v a t i q g  guayule as a  source o f  rubbe r  
s t rengthens t h e  US r e l a t i o n s h i p  w i t h  a  ne ighbor ing  country.  
Another impor tan t  a c t i v i t y  i s  t h e  c o l l e c t i o n  o f  b i o l o g i c a l  
c o n t r o l  agents f o r  f i r e  an ts  indigenous t o  B r a z i l .  

From t h e  1950's th rough t h e  701s ,  t h e  US Government 
helped e s t a b l i s h  teach ing  and research i n s t i t u t i o n s  i n  
deve lop ing coun t r i es .  Today, many o f  these i n s t i t u t i o n s  
o f f e r  o p p o r t u n i t i e s  f o r  coope ra t i ve  research w i t h  US 
u n i v e r s i t i e s .  To t h a t  end, USDA r e c e n t l y  issued research 
g r a n t s  t o  n i n e  US u n i v e r s i t i e s  f o r  c o l  l a b o r a t i v e  research 
w i t h  f o r e i g n  i n s t i t u t i o n s  i n  c o u n t r i e s  such as B r a z i l ,  
Mexico, N i g e r i a ,  and Colombia. 

Research under these agreements w i l l  be on sub jec t s  
i n c l u d i n g :  economics o f  energy f rom biomass, p l a n t  
germpl asm, c r o p  and animal p roduc t i on ,  l a rge -sca le  mechanized 
a g r i c u l t u r a l  systems, p l a n t  and animal diseases, smal l  fa rm 
technology,  i r r i g a t i o n ,  i n t e g r a t e d  pes t  management, and 
t r o p i c a l  and sub - t rop i ca l  a g r i c u l t u r e .  

I n  September 1980, t h e  Science Adv isor  t o  t h e  P res iden t  
v i s i t e d  f o u r  A f r i c a n  coun t r i es ,  accompanied by s e n i o r  
o f f i c i a l s  f r a n  a  number o f  agencies, i n c l u d i n g  t h e  Department 
o f  S ta te ,  Department o f  A g r i c u l t u r e ,  t h e  Nat iona l  Aeronaut ics  
and Space Admin i s t ra t i on ,  t h e  Nat iona l  Science Foundation, 
t h e  Mat ional  I n s t i t u t e  o f  Heal th,  and t h e  Nat iona l  Oceanic 
and Atmospheric Admin i s t ra t i on ,  and hy t h e  P res iden t  o f  t h e  
Na t i ona l  Academy o f  Sciences, Ohio S t a t e  U n i v e r s i t y  and t h e  
U n i v e r s i t y  o f  Rochester. Dur ing  stops i n  Zimbabwe, N ige r i a ,  
Kenya and Senegal, memoranda o f  understanding f o r  coope ra t i on  
i n  sc ience and techno logy were signed. The s p e c i f i c  t o p i c s  
addressed were i n  areas o f  p r i o r i t y  i d e n t i f i e d  by t h e  hos t  
c o u n t r i e s  --  t y p i c a l l y  a g r i c u l t u r e  and f i s h e r i e s ,  energy, 
hea l t h ,  remote sensing, management, and manpower t r a i n i n g .  
Agreements f o r  p r o j e c t s  which had been worked out  e a r l i e r  
were signed, and new areas o f  coope ra t i on  opened f o r  f u r t h e r  
work. The agreed and planned a c t i v i t i e s  w i l l  be f inanced by 
AID, t h e  US t e c h n i c a l  agency invo lved,  t h e  hos t  count ry ,  o r  
by  a  combinat ion  o f  sources. D e t a i l e d  fo l low-up i s  underway 
t o  ensure t h a t  f u l l  advantage i s  taken o f  t h e  coope ra t i ve  



a c t i v i t i e s  i d e n t i f i e d  dur ing t h e  t r i p .  

The i n t e r e s t  i n  remote sensing i n  each o f  the  f o u r  
A f r i c a n  coun t r ies  v i s i t e d  by t h e  Science Advisor t o  t h e  
Pres ident  i s  shared by developing coun t r ies  i n  general. They 
recognize inc reas ing ly  t h e  p o t e n t i a l  o f  t h i s  instrument f o r  
assessing t h e  s ta tus  and value o f  s o i l s ,  appra is ing water 
resources and fo res ts ,  i d e n t i f y i n g  major environmental 
problems, and measuring t h e i r  impact. 

Dur ing 1980, t h e  United States moved c l o s e r  t o  
implementing i t s  dec is ion  t o  e s t a b l i s h  a  remote sensing 
system w i t h  subs tan t ia l  p r i v a t e  p a r t i c i p a t i o n .  Th is  system 
w i l l  be coordinated w i t h  t h e  several systems planned by o the r  
coun t r ies  o r  groups o f  count r ies .  As t h e  system i s  
developed, i t  i s  important t o  make c e r t a i n  t h a t  i t  meets t h e  
techn ica l  requirements o f  developing coun t r ies  and t h a t  those 
coun t r ies  have open and af fordable  access t o  remote sensing 
data usefu l  f o r  development purposes. 



111.0.3 CAPITAL SAVING TECHNOLOGY 

I n  broad t e n s ,  c a p i t a l  sav ing techno logy i s  t h e  subset 
o f  app rop r ia te  technology which emphasizes 1  ow f i n a n c i a l  
cost .  The Uni ted Sta tes  has advocated increased use o f  
c a p i t a l  saving technology i n  development ass i s tance  f o r  many 
years. The concern f o r  use o f  c a p i t a l  sav i  ng techno1 ogy c u t s  
across and underg i rds  US sec to ra l  p r i o r i t i e s  i n  food and 
a g r i c u l t u r e ,  energy, hea l th ,  and popu la t ion .  I Jh i l e  c a p i t a l  
saving techno logy i s  not  a  panacea, t h e  Un i ted  Sta tes  
be1 ieves  t h a t  c o u n t r i e s  w i t h  abundant l a b o r ,  bu t  scarce 
c a p i t a l  and f o r e i g n  exchange, may b e n e f i t  s u b s t a n t i a l  l y  f r a n  
adop t ion  o f  c a p i t a l  savi  ng techno log ies  app rop r ia te  t o  t h e i r  
asp i  r a t i o n s ,  resource and t e c h n i c a l  endowments, phys i ca l  
env i  ronments, and c u l  tnres.  

Use o f  c a p i t a l  saving technology i n  b u i l d i n g  phys ica l  
i n f r a s t r u c t u r e  means l i g h t  equipment and g r e a t e r  focus on 
employment, p roduct ion ,  and t h e  needs o f  poor people and smal l  
f i rms .  

Use o f  c a p i t a l  saving techno logy i n  p r o v i d i n g  se rv i ces  
assumes low  f i n a n c i a l  ou t l ays  and se rv i ces  t h a t  a r e  
access ib le  both  phys ica l  l y  and f i n a n c i a l l y  t o  low i ncome 
people. 

Cap i ta l  sav i  ng technology general l y  has t h e  f o l  lowi  ng 
c h a r a c t e r i s t i c s :  

-- i t  combines l a b o r  and c a p i t a l  i n  r e l a t i o n  t o  t h e i r  
r e l a t i v e  p r i c e s  and s c a r c i t i e s ;  

--  i t  invo lves  t h e  l o c a l  community i n  p r o j e c t  design and 
execut ion;  

-- i t  i s  p h y s i c a l l y  and f i n a n c i a l l y  access ib le  t o  t h e  
poor; and, 

-- i t  generates s e l f - s u s t a i n i n g  and s e l f - f i  nanci ng growth 
among 1  ow-i ncome people. 

Increas ing employment o p p o r t u n i t i e s  w h i l e  conserving 
c a p i t a l  assumes even g r e a t e r  importance g i ven  c u r r e n t  
economic and demographic t rends.  Slower growth i n  t h e  
developed c o u n t r i e s  i s  l i k e l y  t o  a f f e c t  t h e  a v a i l a b i l i t y  o f  
c a p i t a l  f rom key donors. At  t h e  same t ime, deve lop i  ng 
c o u n t r i e s  i n c r e a s i n g l y  wi 11 face  r a p i d l y  r i s i n g  ex te rna l  
payments imbalances and debt s e r v i c e  o b l i g a t i o n s  t a x i n g  t h e i r  



own resources f o r  development. I n c r e a s i  ng p o p u l a t i o n  
th roughout  t h e  wor ld ,  p a r t i c u l a r l y  i n  developing coun t r i es ,  
r a i s e s  t h e  prospect  o f  i n c r e a s i n g  unemployment and 
underempl oyment. 

There a r e  i n s t i t u t i o n a l  obs tac les  t o  more r a p i d  progress 
w i t h  c a p i t a l  sav i  ng techno logy approaches. Government 
agencies b o t h  i n  developed and devel opi  ng c o u n t r i e s  usual l y  
t h i n k  i n  terms o f  l a r g e - s c a l e  p r o j e c t s  and c e n t r a l i z e d  
dec i  sion-maki ng; p r o j e c t s  empl oy i  ng c a p i t a l  sav i  ng techno logy 
a r e  o f t e n  sma l l - sca le  and i n v o l v e  l o c a l  p a r t i c i p a t i o n  i n  
dec i  sion-maki ng. Other c o n s t r a i n t s  a r e  d i f f e r e n t  views among 
hos t  governments on p o l i t i c a l  p r i o r i t i e s  and 
cos t -e f f ec t i veness .  A  c o n s t r a i n t  f o r  b o t h  e x t e r n a l  agencies 
and hos t  governments i s  t h e  s t a f f  t ime  r e q u i r e d  t o  i d e n t i f y ,  
design,  implement, and eva lua te  c a p i t a l  sav ing  techno logy 
p ro jec t s .  The US, and t h e  m u l t i l a t e r a l  donor agencies, t o  
which t h e  Un i ted  Sta tes  makes c o n t r i b u t i o n s ,  have made 
cons ide rab le  progress i n  i d e n t i  fy i  ng and overcoming these 
i n s t i t u t i o n a l  c o n s t r a i n t s  and a r e  c o n t i n u i n g  t o  work t o  
remove impedi ments and s t reng then  i n c e n t i v e s  t o  use c a p i t a l  
sav i  ng technology.  

AID, t h e  Peace Corps, t h e  UN agencies, and t h e  
mu1 t i  l a t e r a l  development banks c u r r e n t l y  support  research and 
development o f  new c a p i t a l  sav i  ng techno log ies ,  t h e  t e s t i n g  
o f  p ro to types,  and d i ssemina t i on  o f  i n f o r m a t i o n  on t h e i r  
f i n d i n g s .  There i s  i n c r e a s i n g  r e c o g n i t i o n  o f  t h e  impor tan t  
r o l e  t h a t  commercial p r o d u c t i o n  and d i  s t r i b u t i o n  p l a y  i n  
a c c e l e r a t i n g  t h e  widespread adop t i on  of new and app rop r i a te  
techno log ies .  Examples a r e  t h e  World Bank's suppor t  f o r  
p i l o t  p r o j e c t s  t e s t i n g  t h e  commercial f e a s i b i l i t y  o f  new 
techno log ies ,  such as  s o l a r  energy ponds, and t h e  
I n t e r n a t i o n a l  R i ce  Research I n s t i t u t e ' s  work w i t h  
~nanu fac tu re rs  t o  promote d i ssemina t i on  o f  a p p r o p r i a t e  
1  ow-cost farm equ i  pment. 

Major  Developments i n  1980 

US B i l a t e r a l  Ass is tance 

The Un i ted  Sta tes  supports c a p i t a l  sav ing  techno logy i n  
devel  op i  ng c o u n t r i e s  through severa l  channel s. Some 
agencies, such as t h e  Peace Corps and t h e  In ter -Amer ican 
Foundation, a r e  mandated t o  engage p r i m a r i l y ,  o r  e x c l u s i v e l y ,  
i n  smal 1 -sca le  t echn i ca l  a s s i  s tance a t  t h e  community l e v e l .  
AID devotes a  s i g n i f i c a n t  p o r t i o n  of i t s  funds, approx imate ly  
$200 m i l  l i o n  i n  1980, t o  c a p i t a l  saving techno logy p r o j e c t s .  



AID 'S  program i s, i n  p a r t ,  implemented t h r o u g h  p r i v a t e  
v o l u n t a r y  o r g a n i z a t i o n s  a s s i s t i n g  community s e l f - h e l p  
a c t i v i t i e s .  AID funds  a l s o  suppo r t  c e r t a i n  m u l t i l a t e r a l  
a c t i v i t i e s ,  such as  t h e  a g r i c u l t u r a l  r esea rch  c e n t e r s  
c o o r d i  na ted  by  t h e  C o n s u l t a t i v e  Group on  I n t e r n a t i o n a l  
A g r i c u l t u r a l  Research (CGIAR). 

I n  Tha i l and ,  AID has s t a r t e d  a  p r o j e c t  t o  deve lop  and 
t e s t  s p e c i f i c  renewable energy  t e c h n o l o g i e s  i n  o r d e r  t o  
e v a l u a t e  t h e i r  t e c h n i c a l ,  economic, and c u l t u r a l  f e a s i b i l i t y .  
T h i  s  p r o j e c t  wi 11 p r o v i d e  Thai  d e c i  s i  on-makers w i t h  
i n f o r m a t i o n  t o  a s s i s t  i n  deve lop i ng  a n  energy  p o l i c y  f o r  
r u r a l  a reas  emphasiz ing n o n f o s s i l  f u e l  sources.  P i l o t  
p r o j e c t s  i n  a  number o f  v i l l a g e s  wi 11 i n c r e a s e  t h e  
a v a i l a b i  li ty o f  nonconvent iona l  renewable sources o f  energy. 

I n  t h e  Car ibbean,  AID i s  p r o v i d i n g  s u p p o r t  t o  t h e  
Car ibbean Development Rank (CDB) f o r  t h e  e s t a b l i s h m e n t  o f  a  
s p e c i a l  u n i t  i n  t h e  CDB t o  c o l l e c t ,  ca ta l ogue ,  and 
d i s s e m i n a t e  t e c h n o l o g i c a l  i n f o r m a t i o n  t h roughou t  t h e  r e g i o n ,  
and c r e a t e  a  s p e c i a l  f u n d  f o r  c r e d i t s  t o  l o c a l  bus inesses  f o r  
p r o j e c t s  i n c o r p o r a t i n g  a p p l i e d  t e c h n o l o g y  and s t r e s s i n g  
employment g e n e r a t i o n  among u n s k i l l e d  and semi -sk i  1  l e d  
workers.  

AID has a l s o  t aken  measures t o  s t r e n g t h e n  i t s  i n t e r n a l  
agency c o o r d i n a t i o n  o n  c a p i t a l  sav i ng  techno logy .  AID 
r e c e n t l y  e s t a b l  i shed a n  I n t r a -Agency  S t e e r i n g  Group on  
Empl oyment Gene ra t i  on  and a Small  E n t e r p r i  se and Empl oyment 
U n i t  (SEEU). The S t e e r i n g  Group and SEEIJ wi  11 promote 
i ncreased emphasi s  on  t h e  i n t e r r e l a t e d  concerns  o f  sma l l  
e n t e r p r i s e  development, c a p i t a l  sav i  ng t echno logy ,  and 
p r o d u c t i v e  enp l  oyment o p p o r t u n i t y  gene ra t i on .  One o f  t h e  
SEEU U n i t ' s  p r i n c i p a l  goa l s  w i l l  be  t o  promote t h e  use of 
c a p i t a l  sav i ng  t echno logy  b y  s u p p o r t i n g  s m a l l - s c a l e  
e n t e r p r i s e  development o f f  t h e  farm. I n  a d d i t i o n ,  AID wi  11 
promote t h e  use o f  c a p i t a l  sav i ng  t echno logy  i n  i t s  more 
t r a d i t i o n a l  s e c t o r s  - -  a g r i c u l t u r e ,  energy,  p o p u l a t i o n ,  
h e a l t h ,  e t c .  

The Peace Corps, i n  c o l l a b o r a t i o n  w i t h  AID, i s  
deve l  o p i  ng g r a s s - r o o t s  programs i n  a p p r o p r i a t e  t echno logy  
aimed a t  t r a n s f e r r i n g  a  number o f  renewable energy  
t e c h n o l o g i e s  t o  t h e  v i l l a g e  l e v e l .  I n  o t h e r  are;.s, such as  
n u t r i t i o n ,  h e a l t h ,  and f o o d  p r o d u c t i  on, Peace Corps 
v o l u n t e e r s  a r e  i n v o l v e d  i n  d e s i g n i n g  p i 1  o t  programs, d o i n g  
f i e l d  t e s t s ,  and t r a n s f e r r i n g  r e l e v a n t  t echno log ies .  



I n  Costa Rica, t h e  Peace Corps has i n i t i a t e d  an 
i nnovat i  ve p r o j e c t  w i t h  t h e  Costa Rican Techno1 og i  c a l  
I n s t i t u t e  a p p l y i  ng a p p r o p r i a t e  techno logy p r i n c i p l e s .  The 
p r o j e c t  emphasizes techno log ies  i n  t h e  f i e l d s  o f  renewable 
energy resources  ( s o l a r ,  b i  omass, wind), metal-mechanics, 
me ta l l u rgy ,  and management o f  s o i l  and wood resources. The 
f i r s t  y e a r  was ded ica ted t o  des ign ing and t e s t i n g  va r i ous  
machinery p ro to t ypes  and e s t a b l i s h i n g  a  l i b r a r y  a t  t h e  
I n s t i t u t e ' s  Technological  I n f o r m a t i o n  Center. I n  t h e  second 
y e a r  o f  t h e  p r o j e c t ,  p u b l i c  educat ion  on t h e  a p p l i c a t i o n  o f  
a p p r o p r i a t e  techno logy was emphasized. Vo lunteers  worked as  
ex tens ion  agents p r o v i d i n g  t e c h n i c a l  ass i s tance  t o  smal l -and 
medium-sized coopera t ives ,  i n d u s t r i e s ,  and community groups. 

The Peace Corps i s  working a c t i v e l y  w i t h  US and 
i n t e r n a t i o n a l  agency planners i n  p repa r ing  f o r  t h e  Un i ted  
Nat ions  Water Decade (1981-1990). The Peace Corps i s  
advoca t i  ng use o f  s imple,  s tandard  techno log ies ,  communi ty  
p a r t i c i p a t i o n  and h e a l t h  educat ion,  i n  c o n j u n c t i o n  w i t h  water  
supp l y  p ro jec t s .  Recent ly  t h e  Peace Corps d i s t r i b u t e d  t h e  
exper imental  " robovalve" t o  vo lun tee rs  i n  16 c o u n t r i e s  f o r  
f i e l d  t e s t i n g .  The robova lve  i s  a  low-cost  wa te r  c o n t r o l  
dev i ce  w i t h  few moving p a r t s ,  which shuts i t s e l f  o f f ,  t h u s  
conserv ing  water. It was developed under AID sponsorship and 
d i  s t r i  bu ted c o o p e r a t i v e l y  w i t h  AID. 

M u l t i l a t e r a l  Development Banks 

To ta l  l end ing  by t h e  m u l t i l a t e r a l  banks f o r  p r o j e c t s  
which i nc luded  use o f  c a p i t a l  sav ing  techno logy was 
app rox ima te l y  $4.6 b i l l i o n  i n  1979 ( t h e  l a t e s t  y e a r  f o r  which 
s t a t i s t i c s  a r e  a v a i l a b l e ) .  

The m u l t i l a t e r a l  development banks, w i t h  US 
encouragement, have promoted t h e  p r i  n c i  p l  es o f  c a p i t a l  sav i  ng 
techno logy i n c r e a t i v e  ways. Fo r  example, t h e  In ter -Amer ican 
Devel opment Bank's (IDB) Program t o  Finance Small P r o j e c t s  
channels l oans  o f  up t o  $500,000 t o  smal l  l o c a l  groups and 
p rov ides  t e c h n i c a l  ass i s tance  t o  assure t h e  v i a b i l i t y  o f  
p r o j e c t s .  By us ing  c a r e f u l l y  chosen i n t e r m e d i a r i e s ,  t h e  
Program a v o i d s  i n o r d i n a t e  demands on IDB s t a f f  t ime. The 
program's emphasis on e v a l u a t i o n  has p o t e n t i a l  b e n e f i t  f o r  
t h e  IDB's  r e g u l a r  l end ing  program. Some o f  t h e  Program's 
most successfu l  p r o j e c t s  may be r e p l i c a t e d  and increased t o  
t h e  sca le  o f  t h e  Bank's r e g u l a r  programs. 



IDCA, i n cooperat ion  wi t h  t h e  Department o f  Treasury, 
has developed procedures designed t o  ensure t h a t  t h e  MDB's 
focus a t t e n t i o n  on t h e  p o s s i b i l i t i e s  f o r  employing c a p i t a l  
sav ing techno log ies  i n  p r o j e c t  preparat ion ,  p r c j e c t  review, 
and pre- investment s tud ies .  As one p a r t  o f  t h e  M u l t i l a t e r a l  
Development Bank P ro jec t  Review System, MDB p r o j e c t  proposals 
a r e  reviewed s p e c i f i c a l l y  t o  i d e n t i f y  p r o j e c t s  i n  which 
c a p i t a l  saving techno log ies  can be successful  l y  app l ied .  
These reviews a r e  g i ven  t o  t h e  US Execut ive D i r e c t o r s  as a  
means o f  i n s u r i n g  t h a t  c a p i t a l  saving approaches t o  s p e c i f i c  
development goa ls  a r e  considered. 

Coord inat ion  o f  US Supported A c t i v i t i e s  

I n  1980 several  s teps were taken t o  s t rengthen 
c o o r d i n a t i o n  o f  US government e f f o r t s  and t o  encourage 
g r e a t e r  emphasis on c a p i t a l  sav ing technology. I n  June 1980, 
IDCA submit ted a  s t a t i s t i c a l  r e p o r t  on fund ing l e v e l s  f o r  
c a p i t a l  sav i  ng technology i n  US supported ass is tance 
programs. Fo l l ow ing  t h a t  e f f o r t ,  IDCA undertook a  rev iew o f  
f u r t h e r  steps t h e  US c o u l d  i n i t i a t e  t o  increase t h e  use o f  
cap i  t a l  sav ing techno1 ogy by t h e  a s s i  stance agencies i t  
supports. 

One conc lus ion  o f  t h e  rev iew was t h e  need t o  improve 
communication w i t h i n  t h e  US Government. To t h a t  end, an 
in teragency group was formed t o  meet on a  r e g u l a r  bas i s  t o  
exchange i nformat ion and cons ide r  ways t o  s t rengthen both  
b i l a t e r a l  and m u l t i l a t e r a l  e f f o r t s  t o  use c a p i t a l  savi  ng 
technology. 

UN Agencies 

I n t e r n a t i o n a l  Labor Organ izat ion  (ILO) 

For  many years,  t h e  ILO has advocated cons ide ra t i on  o f  
t h e  employment impact o f  va r ious  types o f  technology. The 
1976 World Employment Conference c a l l e d  on t h e  ILO t o  
e s t a b l i s h  a  working group w i t h  employer and worker 
rep resen ta t i on  t o  examine poss ib le  a c t i o n s  i n  app rop r ia te  
technology,  cons ider ing t h e  imp1 i c a t i o n s  f o r  employment, 
vocat iona l  t r a i n i n g  , and i ncome d i  s t r i  bu t i on .  The worki  ng 
group g i ves  management, l abo r ,  and government an o p p o r t u n i t y  
t o  express t h e i r  concerns, i d e n t i f y  cotnmon i n t e r e s t s ,  and 
suggest d i  r e c t i o n s  f o r  concerted ac t i on .  The most recent  



meet ing  o f  t h e  T r i p a r t i t e  Worki ng Group was h e l d  i n  December 
1980. Among t h e  i t e m s  o n  t h e  agenda were " t h e  r o l e  o f  
employers and workers  i n  p romot ing  t h e  c h o i c e  and a p p l i c a t i o n  
o f  a p p r o p r i a t e  t e c h n o l o g i e s "  and  "a r o l e  f o r  t h e  ILO i n  
s t r e n g t h e n i n g  t h e  t e c h n o l o g i c a l  c a p a c i t i e s  o f  d e v e l o p i n g  
coun t r i es . "  

UN I n d u s t r i a l  Development Organi  z a t i o n  (UNIDO) 

F o l  l o w i  ng i t s  I n t e r n a t i o n a l  Forum on  A p p r o p r i a t e  
I n d u s t r i a l  Technology h e l d  i n  I n d i a  i n  November 1978, UNIDO 
under took  p u b l i c a t i o n  o f  a  s e r i e s  o f  monographs on s p e c i f i c  
i n d u s t r i e s .  Monographs p u b l i s h e d  i n  t h e  pas t  y e a r  cove r  
sma l l  p u l p  mi 1  1  s, a g r i c u l t u r a l  mach inery  , energy f o r  r u r a l  
r e q u i  rements, t e x t i l e s ,  f o o d  p rocess i ng ,  d rugs  and 
pha rmaceu t i ca l s ,  l i g h t  i n d u s t r i e s ,  and r u r a l  workshops. 
These monographs a r e  i ntended t o  improve  unde rs tand i  ng o f  t h e  
concept  and use  o f  a p p r o p r i a t e  i n d u s t r i a l  t e chno logy ,  t h e r e b y  
f u r t h e r i n g  c o o p e r a t i o n  among deve lop i ng  c o u n t r i e s  and between 
developed and deve lop i ng  c o u n t r i e s .  I n  1980, UNIDO c o n t i n u e d  
work o n  seve ra l  t e c h n i c a l  a s s i s t a n c e  p r o j e c t s  u s i n g  
a p p r o p r i a t e  techno logy .  Areas covered  i n c l u d e d  p r o d u c t i o n  o f  
s a l t ,  h y d r o e l e c t r i c  power and cement, and  p r o j e c t s  me ta l  
work i  ng techn iques .  

UN I n t e r i m  Fund f o r  Sc ience  and Technology f o r  
Development UNIFSTD) 

The Fund, a d m i n i s t e r e d  by t h e  U n i t e d  N a t i o n s  Development 
Program, r e s u l t e d  f r om  t h e  UN Conference on t h e  same s u b j e c t  
(UNCSTD) h e l d  i n  Vienna i n  August  1973. The Fund became 
o p e r a t i o n a l  i n  1380. Among i t s  concerns a r e  t h e  c h o i c e  o f  
t echno logy  and  s t r e n g t h e n i n g  li nkages between t h e  r esea rch  
and  development i n s t i t u t i o n s  and p r o d u c t i v e  systems i n  
deve lop i ng  c o u n t r i e s .  The Fund suppo r t s  a c t i v i t i e s  r a n g i n g  
f r om  t h e  development  o f  b a s i c  r esea rch  t h rough  p r o t o t y p e  
f a b r i c a t i o n  and t e s t i  ng t o  c m m e r c i  a1 p r o d u c t i o n  o f  
t echno log ies .  

P r i v a t e  V o l u n t a r y  O r g a n i z a t i o n s  

W i t h  f i n a n c i a l  a s s i s t a n c e  f r om  UNIDO, UNDP, and  some 
Western donors,  a  p r i v a t e  n o n - p r o f i t  g r o u p  sponsored a  
"Technology f o r  t h e  People F a i r "  i n  Geneva, i n  September 1980. 
' rhi  s  week- long t r a d e  f a i r  was des igned t o  a t t r a c t  
en t r ep reneu rs  w i t h  sma l l  bus inesses  f r om  deve lop i ng  
c o u n t r i e s ;  abou t  one -ha l f  o f  t h e  200 e x h i  b i  t o r s  were 
d e v e l o p i n g  c o u n t r y  f i r m s .  



The Un i ted  S ta tes  was represented by t h e  Department o f  
Commerce, t h e  So la r  Energy Research I n s t i t u t e ,  and e i g h t  
p r i v a t e  f i n s .  The even t ' s  b e n e f i t s  inc luded:  b r i n g i n g  i n  
t h e  p r i v a t e  sector ;  a t t e n t i o n  focussed on c a p i t a l  sav ing 
technology by p u b l i c i t y  surrounding t h e  event; and t h e  
o p p o r t u n i t y  f o r  government development a s s i  stance agencies t o  
denonst ra te  and p rov ide  i n f o r m a t i o n  on t h e i r  a c t i v i t i e s  
suppor t ing  c a p i t a l  saving technology. Another s i m i l a r  t r a d e  
f a i r  i s  planned f o r  Mexico C i t y  i n  November 1981. 



III.B.4 NATURAL RESOURCES AND ENVIRONMENTAL MANAGEMENT 

The main o b j e c t i v e s  o f  US development p o l i c y  w i t h  regard  
t o  resource and environmental  management a r e  t o  a s s i s t  
developing na t i ons  b o t h  t o  b u i l d  t h e  i n s t i t u t i o n a l  capac i t y  
r e q u i r e d  f o r  assessing t h e i r  c r i t i c a l  n a t u r a l  resources and 
environmental problems, and t o  develop t h e  i n s t i  t u t i  onal  and 
s c i e n t i f i c  i n f r a s t r u c t u r e  requ i red  f o r  managing these 
problems. Other  impor tant  o b j e c t i v e s  a r e  t o :  p rov ide  
ass i s tance  t o  developing coun t ry  governments f o r  programs 
addressi  ng problems i n n a t u r a l  resource management and use; 
assure  t h a t  a1 1 development a c t i v i t i e s  f inanced o r  supported 
by t h e  US Government a r e  env i  rormental  l y  sound and c o n t r i b u t e  
t o  economic development; and t o  promote env i  romnental l y  sound 
development p r o j e c t s  funded by mu1 t i  l a t e r a l  and b i l a t e r a l  
fund i  ng organ izat ions.  

Major Developments i n  1980 

Since t h e  f i r s t  Un i ted Nat ions Conference on t h e  Human 
Environment, h e l d  i n  Stockholm i n  1972, t h e  env i  rormental  and 
n a t u r a l  resource problems f a c i n g  t h e  w o r l d  and t h e  p a r t i c u l a r  
problems o f  t h e  deve lop i  ng c o u n t r i e s  have been more c l e a r l y  
def ined. By and la rge ,  these developing coun t r i es  a r e  
s i t u a t e d  i n  t h e  t r o p i c a l  zones; however, because t h e i r  
env i ron~nents  a r e  so d i f f e r e n t  from most developed coun t r i es ,  
s c i  e n t i  f i c  knowledge about these environments i s  1 i m i  ted. 

The spec ia l  problems these na t i ons  face  were documented 
i n  a s e r i e s  o f  landmark r e p o r t s  re leased i n  1980: 

- - "The Global  2000 Report t o  t h e  Pres ident :  E n t e r i n g  t h e  
Twenty-Fi r s t  Century ," prepared by t h e  Counci 1 on 
Environmental Q u a l i t y  and t h e  Department o f  S ta te ,  which 
p r o j e c t s  probable changes i n  t h e  w o r l d ' s  popu la t ion ,  
n a t u r a l  resources, and environment through t h e  end o f  
t h e  century. 

- -  "The World 's T rop ica l  Forests:  A Po l i cy ,  S t ra tegy  and 
Program f o r  t h e  Uni ted States," prepared by a n  
in teragency t a s k  f o r c e  under Department o f  S t a t e  
l eadersh ip  and sen t  t o  t h e  P res iden t  i n  1980. 

-- The "World Conservat ion Strategy," prepared by t h e  
I n t e r n a t i o n a l  Union f o r  t h e  Conservat ion o f  Nature 
under t h e  sponsorship o f  t h e  Uni ted Nat ions Environment 
Program (UNEP) and t h e  World W i l d l i f e  Fund, and i n  



c o l l a b o r a t i o n  w i t h  t h e  Food and A g r i c u l t u r e  
Organ iza t i on  o f  t h e  Uni ted Nat ions (FAO) and t h e  Yn i ted 
Nat ions Educat ional ,  S c i e n t i f i c ,  and C u l t u r a l  
Organ iza t i on  (UNESCO). 

- - "Research P r i o r i t i e s  i n  T rop ica l  Biology," prepared by a  
spec ia l  committee o f  t h e  Assembly o f  L i f e  Sciences o f  
t h e  Nat iona l  Research Counci 1. 

The i n t e r n a t i o n a l  and governmental o rgan iza t i ons  
sponsor i  ng these  r e p o r t s  share a  growi ng concern about t h e  
f u t u r e  o f  t h e  world. The r e p o r t s  high1 i g h t  an  a r r a y  of 
problems r e l a t e d  t o  popu la t i on  growth, resource ava i  l a b i  1  i t y  
and management, and envi  rormental  contaminat ion which pose 
new cha l lenges f o r  t h e  g loba l  community. S i g n i f i c a n t  e f f o r t s  
a r e  a1 ready be ing made by na t i ons  t o  c o n f r o n t  these problems. 
The sca le  and growth o f  these problems, t h e i r  i n t e r a c t i o n  and 
mutual re inforcement,  and t h e i r  c o l  l e c t i v e  impact on economic 
and s o c i a l  progress have generated a  new sense o f  urgency. 

The major  areas o f  concern out1 i ned i n  these r e p o r t s  
a re :  

-- losses o f  s o i l s  and farmland i n  such magnitude t h a t  t h e  
e a r t h ' s  capac i t y  t o  support  i t s  popu la t ions w i t h  food, 
f u e l ,  f i b e r ,  and t h e  o t h e r  necess i t i es  o f  l i f e  has been 
s i g n i f i c a n t 1  y  reduced; 

- -  increased c u t t i n g  o f  t r e e s  and shrubs f o r  f u e l  (ove r  
80% o f  a1 1  wood used i n t h e  developi  ng c o u n t r i e s  and 
ove r  h a l f  o f  a1 1  wood c u t  i n  t h e  wor ld  each yea r  i s  
burned as f u e l )  and a g r i c u l t u r a l  expansion have 
r e s u l t e d  i n  severe de fo res ta t i on ,  s o i l  e ros ion,  
d e s e r t i f i c a t i o n ,  and d e p l e t i o n  o f  t imber  supp l ies  
worldwide; 

- -  i ncreased s i  1  t a t i o n  o f  rese rvo i  r s  has reduced 
e l e c t r i c i t y  supp l ies ,  i r r i g a t i o n ,  and d r i n k i n g  water, 
i ncreased f l o o d i  ng o f  se t t lements  and crop lands, and 
dep le ted ground water recharges due t o  de fo res ta t i on ,  
and s o i l  erosion;  and 

-- e x t i n c t i o n  o f  p l a n t  and animal species a t  a  r a t e  
unprecendented i n  human h i s t o r y ,  r e s u l t i n g  i n  t h e  l o s s  
o f  gene t i c  d i v e r s i t y  on which t h e  breed ing programs 
necessary f o r  t h e  p r o t e c t i o n  and improvement o f  
c u l t i v a t e d  p l a n t s  and domesticated animals depend. 



These r e p o r t s  a r e  c u r r e n t 1  y b e i  ng eva l  ua ted  wi t h i n  t h e  
US Gove rmen t ,  ( a l o n g  w i t h  o t h e r  r e c e n t  s t u d i e s  sucl i  as t h e  
B rand t  Commi s s i o n  Repor t ) ,  a s  a b a s i s  f o r  d e t e r m i n i n g  how t h e  
US response t o  t h e  spectrum of  i d e n t i f i e d  problems and needs 
can  be st rengthened.  Over  t h e  pas t  y e a r ,  i n c r e a s i n g  
emphasis, a t t e n t i o n ,  and resou rces  have been a1 l o c a t e d  t o  
n a t u r a l  r esou rce  and env i ronmenta l  programs b y  AID, t h e  Peace 
Corps, and o t h e r  government agencies.  

B i l a t e r a l  Ass i s t ance  

Reg iona l  E f f o r t s  and AID and t h e  Peace Corps 

The f o l l  owi ng e n v i  ronrnental and n a t u r a l  r e s o u r c e  
s t r a t e g i e s ,  wh i ch  a r e  e v o l v i n g  as  a component of an  o v e r a l l  
development  s t r a t e g y  i n  each of t h e  f ou r  AID geograph ic  
r e g i o n s ,  a r e  designed t o  meet r e g i o n a l  and c o u n t r y  s p e c i f i c  
needs. Many o f  t h e  p r o j e c t s  i n v o l v e d  use  of Peace Corps 
Vo lun tee rs  i n  t h e i r  imp lementa t ion .  

The As ia  Bureau i s  i n t e g r a t i n g  energy, f o r e s t r y ,  and 
env i ronmenta l  concerns i n t o  t h e  des i gn  o f  development  
p r o j e c t s .  A c t i v i t i e s  underway i n c l u d e :  

- -  a survey  o f  f i r e w o o d  and kerosene use i n  Indones ia ;  

--  community 1 i v e s t o c k  and  p a s t u r e  management a c t i v i t i e s  
i n  Nepal; 

- -  demons t ra t i ons  o f  renewable energy  techno1 o g i  es f o r  
r u r a l  v i  1 l a g e  energy s u p p l i e s  i n  t h e  P h i l  i p p i  nes, 
Tha i l and ,  Indones ia ,  and  I n d i a ;  and 

- -  e s t a b l i  shment o f  a n  env i  ronmenta l  c e n t e r  i n  Indones ia .  

Va r i ous  approaches a r e  be ing  used t o  address  b o t h  t h e  
s ~ ~ p p l y  and demand s i d e s  o f  t h e  d e f o r e s t a t i o n  problem. On t h e  
s ~ r p p l y  s i de ,  v i l l a g e  wood lo t ,  watershed management, arld s o i l  
c o n s e r v a t i o n  i n t e r v e n t i o n s  a r e  i n c l u d e d  i n p r o j e c t s  i n  
Tha i l and ,  S r i  Lanka, and  Nepal. 

The A f r i c a  Bureau i s  respond ing  t o  t h e  env i ronmenta l  and 
n a t u r a l  r esou rce  management nkeds o f  t h e  Sa h e l i  a n  s t a t e s ;  
m a j o r  n a t u r a l  r esou rce  p r o j e c t s  a r e  underway i n  each Sahe l i an  
coun t r y .  AID has a l s o  funded renewable energy and  resou rce  
i n v e n t o r y  p r o j e c t s  and a d i v e r s e  s e t  o f  a c t i v i t i e s  des igned 



t o  s t r e n g t h e n  v o l u n t a r y  s e c t o r  programs i n  t h i s  f i e l d .  
A c t i v i t i e s  i n  p rog ress  i n c l u d e :  

- -  community f o r e s t r y  p r o j e c t  i n  Gui nea, schedu led  t o  
b e g i n  i n  e a r l y  1981, u s i n g  j o i n t  dec i s i on -mak ing  by  t h e  
community and  t h e  government o v e r  t h e  p l a n t i n g  o f  
f as t - g row ing ,  m u l t i - p u r p o s e  t r e e s  and p l a n t s  f o r  
wood lo ts ,  f o rage ,  " l i v i n g "  fences,  and e r o s i o n  
c o n t r o l  ; 

- -  r e c e n t l y  approved  p r o j e c t  i n  M a u r i t a n i a  i n c l u d i n g  p l a n s  
f o r  dune s t a b i l i z a t i o n ,  f uelwood p r o d u c t i o n ,  and 
t r a i n i n g  f o r  n a t i o n a l  f o r e s t r y  personne l  -- b o t h  l o w e r  
l e v e l  t e c h n i c i a n s  and personne l  e l i g i b l e  f o r  advanced 
t r a i n i n g .  Ano ther  M a u r i t a n i a n  p r o j e c t  - -  Renewable 
Resources Management - -  wi 11 t r a i n  a p p r o x i m a t e l y  40 
M a u r i t a n i a n s  i n  e x t e n s i o n  methods, 9 i n  Landsat  
pho to  i n t e r p r e t a t i o n ,  and 2 i n  r esou rce  management; 

--  Eas t  A f r i c a ,  a  fue lwood p r o j e c t  i n  Burund i  
(complement ing a  pea t  development e f f o r t ,  wh ich  shou ld  
a s s i s t  i n  r educ ing  f i r e w o o d  needs) and a  l a r g e  
renewab le  energy  p r o j e c t  i n  Kenya. The l a t t e r  i n c l u d e s  
b o t h  demons t ra t i on  r e f o r e s t a t i o n  and an a g r o f o r e s t r y  
components. 

The L a t i n  American and Car ibbean Bureau has u t i l i z e d  an 
e x t e n s i v e  program o f  env i ronmenta l  p r o f i l e s  f o r  v i r t u a l l y  a1 1  
c o u n t r i e s  a s s i s t e d  by AID i n  t h e  r eg i on ,  t o  i d e n t i f y  a  w i d e l y  
v a r y i  ng complex o f  f o r e s t r y  and r e l a t e d  n a t u r a l  r e s o u r c e  
mnagement  needs. A c t i v i t i e s  add ress i  ng t r o p i c a l  
d e f o r e s t a t i o n  wh ich  a r e  b e i n g  implemented by t h e  Bureau range 
f r om  t h o s e  a p p r o p r i a t e  t o  s e r i o u s l y  d e f o r e s t e d  H a i t i  t o  t hose  
s u i t e d  t o  t h e  f o r e s t  c o n d i t i o n s  i n  Honduras. I n  Honduras, 
d e n s e l y  s e t t l e d  a reas  s u f f e r  f r o m  seve re  d e f o r e s t a t i o n  and 
s o i l  c o n s e r v a t i o n  problems;  a t  t h e  same t ime,  t h e  p o t e n t i a l  
f o r  commercial f o r e s t  e x p l o i t a t i o n  i n  remote a reas  i s  s t i l l  
v e r y  g rea t .  I n  a d d i t i o n  t o  b i l a t e r a l  p r o j e c t  a c t i v i t i e s  i n  
Panama, Costa R ica ,  Honduras, Jamaica, and H a i t i ,  t h e  L a t i n  
Amer i ca ICa r i  bbean Bureau has sponsored: 

--  s t u d i e s ,  r esea rch ,  and p i l o t  fue lwood p r o j e c t s  i n  
C e n t r a l  America, H a i t i  , and t h e  Domi n i c a n  Repub l i  c; 

- -  r e f o r e s t a t i o n  a c t i v i t i e s  i n  Peru and B o l i v i a ;  

- -  a  f o r e s t  r esou rces  s e c t o r  s t u d y  i n  Ecuador; 



-- a n  i n v e n t o r y  and assessment o f  t r a i n i n g  f a c i l i t i e s  and 
programs f o r  L a t i n  American f o r e s t  resource management 
s p e c i a l i s t s  as  a f i r s t  s tep t o  programming i ncreased 
f i n a n c i a l  and t e c h n i c a l  resources f o r  t r a i n i n g  i n  t h i s  
a rea . 

The Bureau f o r  t h e  Near E a C  encounters semi-ar id  and 
a r i d  vegeta t ion  environments o f  t h e  Mediterranean. These a r e  
no t  " t r o p i c a l  f o r e s t s "  i n any s t r i c t  sense o f  t h e  term b u t  
a r e  environments subjected t o  over e x p l o i t a t i o n  f rom t h e  
overgraz ing o f  l i v e s t o c k  and, i n  some l o c a l i t i e s ,  f rom t h e  
c o l l e c t i o n  o f  brush f o r  f u e l .  The r e s u l t  o f  such 
d e t e r i o r a t i o n  i s  l a r g e  sca le  wind and water e ros ion  o f  t h e  
so i l /sed iment  mantle, a reduc t i on  i n  l i v e s t o c k  c a r r y i n g  
capac i t y ,  and t h e  expansion o f  d e s e r t i f i e d  areas. 
D e s t r u c t i o n  o f  vege ta t i on  and poor a g r i c u l t u r a l  l and  use a l s o  
r e s u l t s  i n  g r e a t l y  i ncreased sediment loads be ing  t r a n s p o r t e d  
by t h e  drainage networks and engineered s t r u c t u r e s ,  causing 
r a p i d  s i l t a t i o n  o f  r e s e r v o i r s  and increased i r r i g a t i o n  canal 
maintenance requirements. Cur rent  problems a r e  compounded by  
t h e  expansion o f  p r i v a t e  and government a c t i v i t i e s  which 
i nc rease  l i v e s t o c k  p roduc t i on  through t h e  p r o v i s i o n  o f  
a d d i t i o n a l  fo rage and water. 

Programs sponsored by t h e  Near East Bureau inc lude :  

-- educat ion and t r a i n i n g  p r o j e c t s  i n  a g r i c u l t u r a l  
sciences ( a g r i c u l t u r a l  engineer ing,  f o r e s t  management, 
range management, s o i l  sc ience, watershed management) 
i n  Egypt, Morocco, Por tuga l ,  Sy r ia ,  and Yemen; 

-- educat ion and t r a i n i n g  a c t i v i t i e s  i n  env i rorment  and 
n a t u r a l  resources (envi  rormental  p l  anni  ng , ecology,  
remote sensi  ng , resources management, water resources,  
w i l d l i f e  management) i n  Egypt, Jordan, Por tuga l ,  Sy r ia ,  
Tuni s i a  , Turkey, and Yemen; 

-- p u b l i c  educat ion and awareness a c t i v i t i e s  conducted by 
l o c a l  p r i v a t e  vo lun ta ry  o rgan iza t i ons  i n  Lebanon and 
Turkey; 

-- i n s t i  t u t i  on b u i l d i n g  programs f o r  a g r i c u l t u r e  i n 
Norocco, Portugal  , and Yemen; 

- -  na t i ona l  s o i l  survey and land use c l a s s i f i c a t i o n  
p r o j e c t s  i n  Sy r ia  and Yemen; 



-- water  resources p r o j e c t s  focus ing on nianage~~ient and 
i n s t i t u t i o n  b u i l d i n g  i n  Egypt, Jordan, and Yemen; 

- -  d ry land  a g r i c u l t u r e  and range management p r o j e c t s  i n 
Morocco and Tun is ia ;  

- -  on-farm water and r u r a l  l a n d  use management (proposed) 
i n  Yemen; 

-- f o r e s t  resources management (proposed) i n  Morocco. 

Increased Emphasis on T rop ica l  Fores ts  

Because t h e  repercussions o f  t r o p i c a l  d e f o r e s t a t i o n  
extend f a r  beyond t h e  t r a d i t i o n a l  concept o f  f o r e s t  
~nanagement i n t o  concerns over energy ava i  l a b i  1 i ty ,  food 
product ion ,  and water suppl ies,  t h e  US Government i n  general ,  
and AID, USDA/Forest Serv ice  and Peace Corps i n  p a r t i c u l a r ,  
have g i ven  p r i o r i t y  a t t e n t i o n  t o  i nc reas ing  US ass is tance i n  
t h i s  area. I n  December 1979, AID and Peace Corps produced 
guidance t o  t h e i r  f i e l d  miss ions on f o r e s t r y - r e l a t e d  issues. 
Miss ions were requested t o  examine t h e  e x t e n t  t o  which 
d e f o r e s t a t i o n  c o n s t i t u t e s  an impediment t o  development and t o  
d iscuss program o p p o r t u n i t i e s  w i t h  host  governments. Areas 
of a c t  i v i  t y  i n c l  ude : 

--  r a i s i n g  host  government awareness of the  problem 
through ass is tance i n  survey and ana lys i  s techniques, 
i n s t i  t u t i o n a l  development , and improved research 
capabi 1 i t y ;  

-- support  f o r  f o r e s t  p r o t e c t i o n  and regenerat ion ,  t r e e  
product  i o n  through programs f o r  t r e e  p l a n t a t i o n s ,  wood 
l o t s  f o r  f u e l  and a g r o f o r e s t r y ,  and t e s t i n g  o f  
improved fas t -g row i  ng t r e e  species; 

- -  support  f o r  t h e  development o f  renewable and 
a l t e r n a t i v e  energy sources and sus ta inab le  c ropp ing 
systems through i n t e r g r a t e d  r u r a l  development 
a c t i v i t i e s  i n c o r p o r a t i n g  i n t e n s i f i e d  a g r i c u l t u r e ,  
o f f - f a r m  employment , and a1 t e r n a t i v e  energy sources; 

- -  support  f o r  more e f f i c i e n t  use o f  f o r e s t s  and l o c a l  
i n d u s t r i e s  based on p roduc t i on  o f  f o r e s t  products  f o r  
f u e l ,  food, o r  o the r  econoiilic uses. 



I n  September 1980, AID reached agreement w i t h  USDA unde r  
wh ich  t h e  USDAIForest S e r v i c e  w i l l  e s t a b l i s h  and manage a  
F o r e s t  2esources Wanagement Suppor t  Network w i t h  t l i e  
f o l  l o w i  ng o b j e c t i v e s :  

- -  t o  p r o v i d e  AID w i t h  t h e  g r e a t e r  p r o f e s s i o n a l  c a p a c i t y  
i n  f o r e s t r y  and r e l a t e d  n a t u r a l  r esou rces  t o  meet AID 
a s s i s t a n c e  r e q u i  rements; 

- -  t o  p r o v i d e  AID M i s s i o n s  i n  deve lop i ng  c o u n t r i e s  w i t h  
immedi a t e  and d i r e c t  r e s i d e n t  f i e l d  s u p p o r t  and 
backs topp ing  i n  f o r e s t r y  and r e l a t e d  n a t u r a l  r esou rces  
areas;  and 

-- t o  p r o v i d e  t h e  Agency and  t h e  Regional  Bureaus w i t h  
workshops, con fe rences  and s t u d i  es t h r o u g h  wh ich  
ongo ing  and p lanned AID f o r e s t r y  a s s i s t a n c e  e f f o r t s  i n  
d e v e l o p i n g  c o u n t r i e s  c a n  be examined, and more 
widespread use  o f  t h e  most  p r o m i s i n g  and most e f f e c t i v e  
approaches can  be  promoted. 

AID i s  encourag i  ng M i s s i  ons and h o s t  governments t o  
i n c o r p o r a t e  f o r e s t r y  and  f u e l  wood a c t i v i t i e s  i n t o  t h e i r  
c o u n t r y  programs b y  he1 p i n g  M i ss i ons  t o  i d e n t i  fy u r g e n t  
problems i n  each coun t r y ,  e l i c i t i n g  t h e  commitment o f  t h e  
c o u n t r y  t o  address  t h e  problem, and p romo t i ng  t h o s e  
a c t i v i t i e s  i n  wh ich  AID can a p p r o p r i a t e l y  p a r t i c i p a t e .  

Peace Corps i s  u n d e r t a k i n g  t h r e e  ma jo r  a c t i o n s  i n  t h e  
F o r e s t r y  S e c t o r :  

-- assess i ng  t h e  c u r r e n t  env i ronmenta l  , s o c i a l ,  and 
i n s t i t u t i o n a l  f a c t o r s  wh ich  i n f l u e n c e  Peace Corps 
F o r e s t r y I N a t u r a l  Resource programs; 

-- i m p r o v i  ng Peace Corps f o r e s t r y  programs and t r a i n i n g ;  
a  nd 

-- deve lop i ng  new and  expanded f o r e s t r y  p r o j e c t s ,  
emphasi t i  ng l ong - t enn  c o l l a b o r a t i v e  e f f o r t s  between 
Peace Corps and AID. 

These a c t  i o n s  wi 11  enab le  t h e  Peace Corps t o  more 
e f f e c t i v e l y  deve lop  p r o j e c t s  i n :  v i l l a g e  wood lo ts ,  
r e f o r e s t a t i o n ,  l a n d  r ehab i  1  i t a t i o n ,  a g r o f o r e s t r y ,  a  r i d  zone 
v e g e t a t i o n  r e s o u r c e  management, and f o r e s t  r e s o u r c e  
IM nagement. Reg iona l  programming v~orkshops f o r  t h e  Peace 
Corps, AID and h o s t  c o u n t r y  m i n i s t r y  s t a f f  w i l l  f a c i l i t a t e  



c o l l a b o r a t i  v-e, long- range e f f o r t s  i n  t h e s e  v a r i o u s  p r o j e c t s .  
P r e - s e r v i c e  and i n - s e r v i c e  f o r e s t r y  t r a i n i n g  sess i ons  f o r  
Peace Corps V o l u n t e e r s  t h a t  i n c l u d e  p a r t i c i p a t i o n  b y  m i n i s t r y  
s t a f f  and v i l l a g e  c o u n t e r p a r t s  w i l l  improve  s k i l l s  and 
prornote l o c a l  p a r t i c i  p a t i o n  and i n t e g r a t e d  development. 

P r e s e n t l y ,  t h e r e  a r e  o v e r  150  Peace Corps V o l u n t e e r s  
w o r k i n g  i n  f o r e s t r y  r e l a t e d  p r o j e c t s  i n  o v e r  25 c o u n t r i e s .  
F o r  t h e  f i r s t  h a l f  o f  1981, o v e r  100 f o r e s t r y  v o l u n t e e r s  have 
been reques ted  by t w e l v e  h o s t  c o u n t r i e s .  

O the r  AID Env i ronmenta l  P r o t e c t i o n  E f f o r t s  

On October  23, 1980, AID r e v i s e d  i t s  env i r onmen ta l  
p rocedures  i n  o r d e r  t o  coo rd i  n a t e  them more c l o s e l y  w i t h  t h e  
Agency 's  d e c i  s ion-maki  ng process,  - t o  c u t  down on  unnecessary 
s t u d i e s  and paper  work, and  t o  e l i m i n a t e  d e l a y s  i n  p r o j e c t  
app rova l .  Env i ronmenta l  concerns a r e  now i nco rpo ra ted  a t  t h e  
e a r l i e s t  s tages  o f  p r o j e c t  i d e n t i f i c a t i o n  and design.  

The US s t r a t e g y  f o r  b u i l d i n g  i n s t i t u t i o n a l  r esou rce  and 
env i r onmen ta l  management c a p a b i l i t y  w i t h i n  c o u n t r i e s  has 
s e v e r a l  f a c e t s .  One i s  t h e  " e n v i  r o n n e n t a l  p r o f  i 1 i ng" p rocess  
wh ich  i n v o l v e s  c o l l e c t i o n  o f  d a t a  on each c o u n t r y ' s  r esou rce  
base and t h e  c o n s t r a i n t s  t h o s e  resou rces  pose f o r  
development. Each A ID -ass i s t ed  c o u n t r y  has been cons ide red  
i n  te rms o f  t h e  p r e s e n t  l e v e l  o f  env i ronmenta l  s e n s i t i v i t y  
w i t h i n  t h e  government, t h e  s t a t u s  o f  A ID 'S  b i l a t e r a l  
a  s s i  s t ance  program, and t h e  1  i k e l  i hood o f  i nvo l  v i  ng 
government o f f i c i a l s  i n  a n  env i  r o n ~ n e n t a l  d i s cuss i on .  A f t e r  
t h i s  exam ina t i on ,  a  d e c i s i o n  i s  made on t h e  method t o  be used 
i n f u r t h e r  c o u n t r y  exami na t i on .  Approaches i n c l  ude: i n- 
c o u n t r y  workshops ( M a u r i t a n i a )  ; a  US s t u d y  team ( B o l i v i a ,  
Guatemala); o r  an  i n - c o u n t r y  exam ina t i on  unde r  t h e  l e a d e r s h i p  
o f  1  oca l  non-governmental o r g a n i z a t i o n s  (Ecuador, Tu r key )  ; 
1 oca l  p r i v a t e  v o l u n t a r y  o r g a n i z a t i o n s  (Lebanon); o r  by  t h e  
h o s t  government (Domi n i c a n  Repub l i c ) .  To da te ,  i n i  t i a l  
r e p o r t s  have been p repared  f o r  28 c o u n t r i e s ;  r e p o r t s  f o r  a n  
a d d i t i o n a l  20  c o u n t r i e s  a r e  i n  v a r i o u s  s tages  o f  p r e p a r a t i o n .  
More comple te  i n - c o u n t r y  exami n a t i o n s  a r e  p lanned f o r  
a p p r o x i m a t e l y  30 c o u n t r i e s .  'rhi s  env i  r on~nen ta l  p r o f i  1  i ng 
p rocess  i s  v a l u a b l e  n o t  o n l y  t o  AID, b u t  t o  h o s t  c o u n t r y  
o f f i c i a l s  and o t h e r  a s s i s t a n c e  agenc ies  and p r o v i d e s  a  b a s i s  
f o r  t h e  d e s i g n  o f  p r o j e c t s  f o r  i n s t i t u t i o n a l  s t r e n g t h e n i n g  
and env i r onmen ta l  and n a t u r a l  r esou rce  management. 



Environmental P r o t e c t i o n  E f f o r t s  o f  Other B i  l a t e r a l  
Programs 

The Overseas P r i v a t e  Investment Corpo ra t i on  (OPIC) has 
taken account o f  t h e  environmental impact o f  i t s  a c t i v i t i e s  
s i n c e  d i r e c t e d  t o  do so by t h e  Congress i n  1974. OPIC's 
env i  ronmental assessment program r e 1  i es on rep resen ta t i ons  
f rom p rospec t i ve  i nves to rs ,  i n-house a n a l y s i s  o f  every 
p r o j e c t ,  o n - s i t e  mon i to r i ng  o f  se lec ted p r o j e c t s  and 
d iscuss ions w i t h  host  count ry  env i  ronmental o f f i c i a l s .  

There wi 11 be f u r t h e r  o p p o r t u n i t i e s  t o  make US 
environmental  techno1 ogy a v a i l a b l e  t o  developi  ng c o u n t r i e s  on 
a  reimbursable basis,  under t h e  Trade and Development Program 
(TDP) us ing  Sec t i on  607(a) o f  t h e  Fore ign Assistance Act. 
EPA has performed an assessment o f  environmental problems f o r  
t h e  government o f  N iger ia .  TDP and t h e  Corps o f  Engineers 
a r e  p r e s e n t l y  n e g o t i a t i n g  a  reimbursable c o n t r a c t  w i t h  t h e  
J o i n t  Commission f o r  t he  Red Sea under which t h e  Corps w i l l  
adv i se  on t h e  eco log i ca l  p r o t e c t i o n  o f  t h e  Red Sea and 
env i rons  when m in ing  f o r  minera l  s  begins. 

As t h e  a v a i l a b i l i t y  o f  Sec t i on  661 funds f o r  f e a s i b i l i t y  
s t u d i e s  grows, i t  wi 11 become i n c r e a s i n g l y  impor tan t  t o  
ensure t h a t  envi  ronmental cons idera t ions a r e  i n c l  uded i n 
p r o j e c t  p repa ra t i on  a c t i v i t i e s  f inanced by TDP. Through t h e  
TDP and OPIC, t h e  e x p e r t i s e  o f  t h e  US p r i v a t e  sec to r  can 
become i ncreasi  n g l y  engaged w i t h  developi  ng c o u n t r i e s  i n 
tack1 i ng t h e i r  envi ron~nental  problems. 

M u l t i l a t e r a l  I n i t i a t i v e s  

On t h e  m u l t i l a t e r a l  l e v e l ,  t h e  Uni ted S ta tes  i s  working 
t o :  

-- encourage o t h e r  donors t o  improve t h e  p r o t e c t i o n  o f  t h e  
w o r l d ' s  prime croplands through p r o j e c t s  d i r e c t e d  
toward t h e  p r o t e c t i o n  o f  watersheds and improved s o i l  
and water conservat ion  p rac t i ces ;  

-- s t rengthen i n t e r n a t i o n a l  c a p a b i l i t i e s  f o r  w i l d l i f e  
management, and widen t h e  wor ldwide network o f  
i n d i v i d u a l s  and i n s t i t u t i o n s  devoted t o  c l a s s i f y i n g  and 
p rese rv ing  genet ic  species and germ plasma; 

--  achieve an i n t e r n a t i o n a l  l y  coord inated program on 
t r o p i c a l  f o r e s t r y  management through t h e  l lNEP and FAO; 



-- m a i n t a i n  i n t e r n a t i o n a l  support  f o r  t h e  Global P lan o f  
A c t i o n  on D e s e r t i f i c a t i o n  r e s u l t i n g  from t h e  UN 
Conference on D e s e r t i  f i c a t i o n  and t h e  Sahel Development 
Program; and 

-- improve procedures f o r  eva lua t i ng  and f u r n i s h i n g  
requested p e s t i c i d e s  and o t h e r  chemicals t o  deve lop ing 
count r ies .  

I n  a d d i t i o n ,  t h e  US Department o f  State,  IDCA, and AID 
a r e  encouraging g r e a t e r  e f f o r t s  i n  t h e  Un i ted  Nat ions system 
t o  assure t h a t  a1 1 o f  i t s  development e f f o r t s  a re  c a r r i e d  out  
i n an envi  ronmental l y  sound manner. Considerable progress 
was achieved when m u l t i l a t e r a l  development and ass i s tance  
agencies met a t  t h e  Uni ted Nat ions Headquarters i n  New York 
on February 1, 1980 t o  s i g n  t h e  "Dec la ra t i on  o f  Environmental 
P o l i c i e s  and Procedures Re1 a t i  ng t o  Economic Development." L/ 

Cont inu ing e f f o r t s  w i l l  be undertaken by t h e  Un i ted  
Sta tes  t o  ensure t h a t  these p o l i c i e s  a r e  implemented. 
Addi t i o n a l  e f f o r t s  wi 11 be undertaken w i t h  o t h e r  member 
s t a t e s  o f  t h e  Uni ted Nat ions,  p a r t i c u l a r l y  th rough t h e  
speci  a1 i zed agencies. 

1 / .- 

Adopted a t  New York on February 1, 1980 by: The A f r i c a n  
Development Bank, The Arab Bank f o r  Economic Development i n  
A f r i c a ,  The Asian Development Rank, The Caribbean 
Development Bank, The In ter -Amer ican Development Bank, The 
World Bank, The Commission o f  t h e  European Communities, t h e  
Organ iza t i on  o f  American States, The Uni ted Nat ions 
Development Program, and The Uni ted Nat ions Environment 
Program. 



1II.C. EVALUATION 

E v a l ~ ~ a t i o n  i s  now a w i d e l y  accep ted  component o f  p u b l i c  
programs. E v a l u a t i o n  i s  necessary  i n  o r d e r  t o  de te rm ine  i f  
i ntended r e c i  p i e n t s  a r e  a c t u a l l y  b e n e f i t i n g  f r o m  programs, t o  
a s s i s t  i n  f i n d i n g  ways t o  be more e f f i c i e n t ,  t o  de te rm ine  
when t o  r e v i s e  o r  c u r t a i l  programs and t o  gu i de  f u t u r e  
programs. S t r eng then ing  eva l  u a t i o n  o f  p u b l i c l y - s u p p o r t e d  
prograrlis has become a n  i m p o r t a n t  concern  b o t h  o f  t h e  
E x e c u t i v e  and L e g i s l a t i v e  branches o f  government. The 
e v a l u a t i o n  o f  i n t e r n a t i o n a l  programs a s s i s t e d  b y  t h e  U n i t e d  
S t a t e s  has r e c e i v e d  p a r t i c u l a r  a t t e n t i o n  o v e r  t h e  pas t  year .  
T h i s  r e p o r t  cove rs  e v a l u a t i o n  a c t i v i t i e s  b y  AID, t h e  Peace 
Corps, t h e  U n i t e d  N a t i o n s  (UN), t h e  M u l t i l a t e r a l  Development 
Banks (MDRs) , and t h e  Development Ass i s t ance  Committee (DAC) 
o f  OECD. 

Agency f o r  I n t e r n a t i o n a l  Development (AID) 

Improvements t o  E x i s t i n g  E v a l u a t i o n  A c t i  v i  t i  es  

A l t hough  AID has been e v a l u a t i n g  i t s  programs f o r  many 
yea rs ,  i n  1980 t h e r e  was more cons i  s t e n t  h i  gh-1 eve1 
i nvo l vemen t  and more r e p o r t s  f o r  p o l i c y  and p u b l i c  use t h a n  
e v e r  b e f o r e  i n  t h e  h i s t o r y  o f  t h e  Agency. A  new s e r i e s  o f  
impac t  e v a l u a t i o n s  was launched,  and new p u b l i c a t i o n  s e r i e s  
were s t a r t e d  t o  make t h e  r e s u l t s  o f  e v a l u a t i o n s  more w i d e l y  
a v a i l a b l e .  An assessment o f  A I D ' S  e n t i r e  e v a l u a t i o n  
a c t i v i t i e s  was c a r r i e d  out.  

An improved system t o  b e t t e r  de te rmi  ne what e v a l u a t i o n  
t o p i c s  shou ld  be c a r r i e d  o u t  began. T h i s  has been done n o t  
o n l y  t o  use  r esou rces  more e f f i c i e n t l y ,  b u t  t o  rnake 
e v a l u a t i o n  work more r espons i ve  t o  p o l i c y  and mnagement 
needs. AID p r e s e n t l y  assesses i t s  need f o r  e v a l u a t i o n  
a n n u a l l y ;  a l l  l e v e l s  o f  AID management a r e  i n v o l v e d  i n  t h i s  
process.  Bureaus w i t h  program r e s p o n s i b i  1  i ty  compi 1  e  an 
e v a l u a t i o n  p l a n  f o r  p r o j e c t s  and programs under 
t h e i r  a u t h o r i t y .  Reg iona l  bureaus c o n s u l t  f i e 1  d  m i s s i  ons 
and, i n  t u r n ,  f i e l d  m i s s i o n s  c o n s u l t  w i t h  h o s t  c o u n t r y  
o f f i c i a l s  conce rn i ng  imp lemen ta t i on  o f  p l a n s  s p e l l  ed o u t  i n  
p r o j e c t  agreements. D u r i n g  1980 AID bureaus  t o o k  seve ra l  
s t e p s  t o  b e t t e r  ensure  t h e i r  e v a l u a t i o n  p l a n s  were i n i t i a l l y  
f e a s i b l e  and t h a t  t h e y  were implemented. 



More e f f i c i e n t l y  designed p r o j e c t s  have r e s c ~ l  t e d  i n  much 
g rea te r  a t t e n t i o n  t o  t h e  q u a l i t y  o f  evaluat ions.  Several 
hundred eva luat ions i n v o l v i n g  l i t e r a l l y  thousands o f  people 
have been c a r r i e d  out  around t h e  world. Most impor tan t l y ,  
t h e  process o f  eva lua t ion  i n  t h e  f i e l d  becomes i t s e l f  a  form 
o f  techn ica l  ass is tance as p r o j e c t  eva lua t ion  has become a  
normal p a r t  o f  p r o j e c t  a c t i v i t y .  The r e s u l t s  a r e  seen i n  
such ins tances as: 

-- I n  Egypt t h e  designs o f  the  Peace Scholarships and t h e  
Appl ied Science and Technological  Research p r o j e c t s  were 
based on t h e  f i n d i n g s  o f  eva luat ions o f  e a r l i e r  
p ro jec ts .  A proposal f o r  a  fo l low-up p r o j e c t  t o  a s s i s t  
development p lann ing was sent hack t o  t h e  drawing boards 
because i t d i d  not  address issues i d e n t i f i e d  i n  an 
e a r l i e r  eva luat ion.  

-- An eva lua t ion  o f  t h e  Kenya Nat iona l  Range and Ranch 
p r o j e c t  i d e n t i f i e d  fundamenta l problems which prevented 
t h e  p r o j e c t  from ach iev ing  i t s  ob jec t i ves ;  t h e  p r o j e c t  
was terminated. 

-- A j o i n t  Senegal-US assessment o f  on-going p r o j e c t s  l e d  
t o  a number o f  c o r r e c t i v e  ac t ions  aimed a t  improving 
e x i s t i n g  and planned new p ro jec ts .  

--  I n  H a i t i ,  eva lua t ion  o f  work by C a t h o l i c  R e l i e f  Services 
h i g h l i g h t e d  impor tant  achievements i n  a  p i  l o t  p r o j e c t  
which organized and helped t r a i n  peasant groups t o  
mobi li ze savings and launch development schemes. 'The 
e v a l u a t i o n  o f  t h i s  i nnova t i ve  p r o j e c t  prov ided 
i n f o r m a t i o n  which supported f u r t h e r  i n i t i a t i v e s  i n  t h i s  
promising area. 

New Impact Eva luat ion I n i t i a t i v e  

L a t e  i n  1979, a  new i n i t i a t i v e  was launched by AID t o  
eva lua te  t h e  impact o f  se lec ted development a c t i v i t i e s  i n  
o rde r  t o  l e a r n  p o l i c y  lessons (i.e. "what works and what 
doesn ' t  work") i n  areas o f  key importance. Prev ious ly ,  most 
A I D  eva lua t ion  work had been devoted t o  on-going a c t i v i t i e s .  
These eva luat ions a re  designed t o  assess t h e  impact o f  
completed p r o j e c t s  and t o  measure whether p r o j e c t  induced 
changes a re  b e n e f i c i a l  and enduring. 



I n i t i a t e d  by AID'S Admin i s t ra to r ,  t h e  e f f o r t  was 
coord inated by t h e  Agency's O f f i c e  o f  Eva lua t i on  and used 
s t a f f  f rom throughout t h e  agency. The impact s tud ies  have t h e  
f o l  lowi  ng c h a r a c t e r i s t i c s :  

-- f i e l d  obse rva t i on  o f  p r o j e c t  r e s u l t s  e~nphas iz i  ng 
soc i  o-cconomic impacts; 

-- p a r t i c i  p a t i o n  o f  AID p ro fess iona ls  i n  i n t e r d i s c i p l i n a r y  
teams ; 

-- o b j e c t i v i t y  and independence through choosing team 
me~nbers who have not  been p r e v i o u s l y  assoc ia ted w i t h  t h e  
p r o j e c t s  t o  be evaluated; 

-- b r i e f ,  c l e a r l y  w r i t t e n  r e p o r t s  signed by t h e  team 
members ; a  nd , 

-- pub1 i c a t i  on o f  t h e  f i  nd i  ngs whether they  show success 
o r  f a i l u r e .  

Topics f o r  these s tud ies  were chosen on t h e  bas is  o f  
p o l i c y  p r i o r i t i e s :  po tab le  water p r o j e c t s  (as an a i d  t o  
he1 p i n g  d e f i n e  t h e  US c o n t r i b u t i o n s  f o r  t h e  UN Decade f o r  
Water and S a n i t a t i o n  which s t a r t s  i n  1981); examinat ion o f  
r u r a l  roads p r o j e c t s ,  r u r a l  e l e c t r i f i c a t i o n  p r o j e c t s ,  and 
i r r i g a t i o n  p r o j e c t s  ( a l l  t h r e e  be ing impor tan t  p a r t s  o f  t h e  
development s t r a t e g y  t o  improve t h e  l i v e s  o f  t h e  r u r a l  poor ) ;  
and e v a l u a t i o n  o f  bas i c  v i l l a g e  h e a l t h  p r o j e c t s  (a newer 
s t ra tegy ,  t h e  r e s u l t s  o f  which needed t o  be assessed t o  see 
i f  t h e  s t r a t e g y  worked). Major  work a l s o  took p lace  on 
a g r i c u l t u r a l  research and on l i v e s t o c k  p r o j e c t s  c a r r i e d  oclt 
among pas to ra l  peoples. La te  i n  t h e  f i s c a l  year ,  work 
commenced on t h e  e v a l u a t i o n  o f  educat ion p r o j e c t s  and t h e  
e v a l u a t i o n  o f  va r ious  p r i v a t e  and vo lun ta ry  o r g a n i z a t i o n  
p r o j e c t s  and programs. 

I n  p repa r ing  f o r  these s tud ies ,  a number o f  d i scuss ion  
papers were commissioned t o  i d e n t i f y  i ssues  which should be 
evaluated.  P r o j e c t s  were se lec ted f o r  e v a l u a t i o n  us ing  
c r i t e r i a  i n c l u d i n g  reg iona l  d i s t r i b u t i o n ,  representa t iveness,  
and p o t e n t i a l  impact. Sector  s tud ies  general l y  cons i s ted  o f  
a t  l e a s t  two p r o j e c t s  from each o f  AID 'S f o u r  reg iona l  
bureaus and represent  a  wide-range o f  p r o j e c t s  under 
implementat ion.  I n t e r d i s c i p l i n a r y  teams perform f i e l d  work, 



u s u a l l y  o f  about t h r e e  weeks' d u r a t i o n ,  a f t e r  which a  d r a f t  
r e p o r t  i s  prepared and c a r e f u l l y  reviewed i n  t h e  f i e l d .  I n  
1980, t hese  r e p o r t s  were a l s o  reviewed by t h e  bureaus 
i nvo l ved ,  t h e  O f f i c e  o f  Eva luat ion ,  and t h e  Admin i s t ra to r .  
Du r ing  t h e  f i r s t  yea r ,  27 p r o j e c t s  f rom 20 c o u n t r i e s  were 
eva luated f o r  t h e i r  long-term impacts. 

P u b l i c a t i o n  

P r o j e c t  r e p o r t s  a r e  p u b l i  shed i n d i v i d u a l l y ;  a s  s e c t o r a l  
work i s  completed, s lmnary r e p o r t s  a r e  prepared and 
p u b l i  shed. The ex tens i ve  p u b l i c a t i o n  o f  these eva lua t i ons  i s  
unique i n  t h e  donor community. P u b l i c a t i o n s  a r e  c i r c u l a t e d  
w i d e l y  w i t h i n  t h e  Agency, t o  p r i v a t e  and v o l u n t a r y  
o rgan i za t i ons ,  t o  o t h e r  donors, t o  co l leagues i n  t h e  
L e g i s l a t i v e  Branch, and t o  a wide range o f  academicians and 
i n s t i t u t i o n s .  

The r e s u l t s  o f  e v a l u a t i o n  s t u d i e s  a r e  used f o r  
management and po l  i cy dec i  s i  ons. Many programs have been 
g r e a t l y  improved. Fol low-up investments have been encouraged 
w i t h i n  AID and by o t h e r  donors th rough p u b l i c a t i o n  o f  
successfu l  p ro jec t s .  Developing c o u n t r i e s  and AID have 
agreed t o  postpone o r  d r a s t i c a l  l y  redes ign proposa ls  which 
rece i ved  a  poor eva luat ion .  S p e c i f i c a l l y ,  c o u n t r y  and 
p r o j e c t  s t r a t e g i e s  i n  popu la t ion ,  r u r a l  e l e c t r i f i c a t i o n ,  
n u t r i t i o n ,  and o t h e r  areas have been mod i f i ed  based on t h e  
r e s u l t s  o f  eva luat ions .  I n  a d d i t i o n ,  t h e r e  have been a  
number o f  d i scuss ions  between f i e 1  d  mi ss ions  and deve lop i  ng 
c o u n t r i e s  based on e v a l u a t i o n  r e p o r t s  done i n  o t h e r  p a r t s  o f  
t h e  wor ld.  Some examples i nc lude :  

- -  Ques t i ons  r a i s e d  i n t h e  P h i l i p p i n e s  Rural  
E l e c t r i f i c a t i o n  e v a l u a t i o n  (where s t rong  soc i  a1 b e n e f i t s  
were demonstrated, h u t  t h e  t y p e  o f  economic use o f  t h e  
system was quest ioned) r e s u l t e d  i n  an Agency d e c i s i o n  
not  t o  expand a  r u r a l  e l e c t r i f i c a t i o n  scheme i n  ano the r  
coun t r y  u n t i l  a  good deal more work was done t o  l i n k  
e l e c t r i f i c a t i o n  t o  r u r a l  p roduct ion .  

- -  A ID 'S  impact e v a l u a t i o n  o f  t h e  Colombia r u r a l  roads 
p r o j e c t  repo r ted  cons ide rab l y  s t rong  and s u s t a i n a b l e  
economic b e n e f i t s  t o  t h e  poor. The poor  a l s o  b e n e f i t e d  
th rough b e t t e r  access t o  s o c i a l  serv ices .  Based on t h e  
eva lua t i on ,  t h e  Government o f  Colombia and t h e  
In ter -Amer ican Development Bank (IDB) have planned an 
expansion o f  t h e  p r o j e c t  t o  f i v e  t imes  t h e  inves tment  
made by AID i n  t h e  o r i g i n a l  p r o j e c t .  



-- An impact e v a l u a t i o n  o f  a  water  p r o j e c t  i n  Tunis ia,  
managed by CARE, was used t o  redes ign AID'S approach t o  
water  supply i n  Tun is ia  and caused a  rev iew o f  o t h e r  
proposed water p r o j e c t s  i n  t h e  Near East t o  see t h a t  
t h e y  i nco rpo ra ted  t h e  bas i c  lessons learned i n  t h e  
eva luat ion .  

AID plans t o  cont inue and expand i t s  p u h l i c a t i o n  o f  
eva luat ions.  Rased on t h e  exper ience o f  t h e  past  year,  AID 
has decided t h a t  t h e  impact eva luat ions w i l l  be a  c o n t i n u i n g  
p a r t  o f  i t s  approach t o  eva luat ion .  

Impact eva lua t i ons  publ ished thus  f a r  are:  

No. 1 : Colombia: Small Farmer Market Access (December 
1979) 

No. 2 : K i t a l e  Maize: The L i m i t s  o f  Success (May 1980) 

No. 3 : The Po tab le  Water P r o j e c t  i n  Rural  Tha i land (May 
1980) 

No. 4 : P h i l i p p i n e  Small Scale I r r i g a t i o n  (May 1980) 

No. 5 : Kenya Rural Water Supply: Program, Progress, 
Prospects (June 1980) 

No. 6 : Impact o f  Rural  Roads i n  L i b e r i a  (June 1980) 

No. 7  : E f fec t i veness  and Impact o f  t h e  CARE/Sierra Leone 
Rural  Pene t ra t i on  Roads P r o j e c t s  (June 1980) 

No. 8  : Morocco: Food A id  and N u t r i t i o n  Educat ion (August 
1980) 

No. 9 : Senegal: The Sine Saloum Rura l  Hea l th  Care P r o j e c t  
(October 1980) 

No. 10: Tun is ia :  Care Water P r o j e c t s  (October 1980) 

No. 11: Jamaica: Feeder Roads (December 1980) 



Assessment o f  AID's Eva lua t i on  Work 

A  task  force appointed by AID 's  Admin i s t ra to r  has c a r e f u l l y  
assessed t h e  e f f e c t i v e n e s s  o f  AID's e n t i  r e  e v a l u a t i o n  
program. The task  f o r c e  noted t h a t  AID conducted rnore 
eva lua t i ons  than  almost any o t h e r  p a r t  o f  t h e  Federal 
government and recommended t h a t  t h e r e  be fewer h u t  h ighe r  
q u a l i t y  eva luat ions.  The task  f o r c e  a1 so recommended t h a t  
s t ronger  e f f o r t s  b e  made t o  program eva lua t i ons  so t h a t  t h e i r  
cumula t ive  impact w i l l  be greater .  S i m i l a r l y ,  t h e  task  f o r c e  
recognized t h e  complex na tu re  o f  e v a l u a t i o n  and recommended 
an  increase i n  t h e  e v a l u a t i o n  t r a i n i n g  g i ven  t o  AID 
employees. These recommendations were acted upon favorab ly .  

Four Congressional Committee r e p o r t s  i n  1980 supported 
t h e  major  improvements i n  t h e  f i e l d  o f  e v a l u a t i o n  by AID. I n  
a d d i t i o n ,  AID has many requests  f o r  pub l ished e v a l u a t i o n  
r e p o r t s  and r e p o r t s  t h a t  a r e  o f  cons iderab le  use t o  
u n i v e r s i t i e s  and t h e  pub l i c .  

Peace Corps 

Dur ing F i s c a l  Year 1980, Peace Corps e v a l u a t i o n  
a c t i v i t i e s  focused on f o u r  rnajor areas o f  a c t i v i t y .  

F i r s t ,  a  s e t  o f  eva lua t i ons  was undertaken, i n  s p e c i f i e d  
f u n c t i o n a l  areas, t h a t  r e l a t e  t o  t h e  rec ru i tmen t  and s e l e c t i o n  
o f  p rospec t i ve  volunteers.  Th i s  s e t  i ncluded: 

- -  an e v a l u a t i o n  o f  M i n o r i t y  Recrui tment S t ra tegy  Cont rac ts  
l a s t  year ,  p r i n c i p a l l y  t o  co l l eges  w i t h  h i s t o r i c a l l y  
b lack  o r  o t h e r  m i n o r i t y  enrol lment.  The purpose o f  
t hese  c o n t r a c t s  i s  t o  assure knowledge of Peace Corps 
on-campus and, as a  r e s u l t ,  t o  boost m i n o r i t y  
p a r t i c i  p a t i o n  among Peace Corps Volunteers.  

--  an e v a l u a t i o n  o f  an i n t e r n  program conducted l a s t  summer 
f o r  j u n i o r s  en ro l  l e d  a t  h i  s t o r i c a l  l y  mi n o r i t y  co l l eges  
t o  p r o v i d e  them w i t h  an exper ience which would r a i s e  
t h e i  r awareness o f  development issues and o f  t h e  r o l e  o f  
Peace Corps. 

-- an appra i sa l  o f  p lacement /se lec t ion  models, p r i m a r i l y  
t h e  CAST, t o  look a t  i n d i c a t o r s  o f  r e l a t i v e  cos t  and 
e f fec t iveness.  



The second area o f  e v a l u a t i o n  was on t r a i n i n g .  'This 
i nc luded  t h e  e v a l u a t i o n  o f  an a g r i c u l t u r a l  t e c h n i c a l  s k i l l  
t r a i n i n g  program used t o  prepare  vo lun tee rs  f o r  s e r v i c e  i n  
t h e  L a t i n  American and Caribbean reg ion,  a s  w e l l  as  
exp lana t i on  o f  a  s p e c i f i c  i n - c o ~ r n t r y  p re -se rv i ce  t r a i n i n g  
mode 1. 

The t h i r d  area o f  a c t i v i t y  i n v o l v e d  e v a l u a t i o n  o f  
sec tor -spec i  f i c  e f f o r t s .  Most no tab ly ,  t h i s  i nc luded  an 
assessment o f  t h e  outcome o f  a  m u l t i - y e a r  'TEFL (Teaching 
E n g l i s h  as a  Fore ign Language) program i n  Korea and t h e  
development o f  a  s p e c i f i c  e v a l u a t i o n  model s u i t a b l e  f o r  
assess ing t h e  r e s u l t s  o f  n u t r i  t i o n - e d u c a t i o n  pro jeccs .  

F i n a l  l y ,  on-goi ng e f f o r t s  were completed i nvol  v i  ng t h e  
survey ing o f  c u r r e n t  as w e l l  as  former vo lunteers .  Fo r  t h e  
f i r s t  t ime, r e p o r t s  c o n t a i n i n g  s p e c i f i c  key i n d i c a t o r s  o f  
performance were prepared f rom t h e  Vo lunteer  A c t i v i t y  Survey, 
f o r  most o f  Peace Corps' on-going p r o j e c t s .  

Planned e v a l u a t i o n  a c t i v i t i e s  f o r  Peace Corps i n  F i s c a l  
Year 1981 i n c l u d e  c o n t i n u i n g  implementa t ion  o f  t h e  annual 
Vo lun tee r  and S t a f f  surveys and work on  r e f i n i n g  t h e  
n u t r i  t i on -educa t i on  s e c t o r  e v a l u a t i o n  model. New i n i  t i a t i  ves 
i n c l u d e  an a p p r a i s a l  o f  vo lun tee r  e f f e c t i v e n e s s ,  us ing  
vo lun tee rs  i n  a  f i s h e r i e s  p r o j e c t  as a  p i l o t  f o r  deve lop ing 
t h e  model, and t h e  development and implementa t ion  o f  a  model 
f o r  under tak ing  j o i n t  Peace Corps and host  coun t r y  
eva lua t i ons  o f  o v e r a l l  program impact. I n  a d d i t i o n ,  f i e l d  
s t a f f  w i l l  be asked t o  undertake more r e g u l a r  p r o j e c t  
m o n i t o r i n g  and e v a l u a t i o n  e f f o r t s .  

The Un i ted  Nat ions  

The Un i ted  S ta tes  has supported e f f o r t s  b y  t h e  UFI system 
t o  improve t h e i r  e v a l u a t i o n  a c t i v i t i e s .  Th i s  was done i n  an  
e f f o r t  t o  improve t h e  management o f  scarce resources. There 
has been d e f i n i t e  progress  i n  t h i s  area d u r i n g  1980. 

Fo r  t h e  f i r s t  t ime,  t h e  UN Headquarters s t a f f  has a  
Ch ie f  o f  Eva lua t i on ,  who i s  l o c a t e d  i n  t h e  P o l i c y  and Program 
Bureau. Working w i t h  t h e  UN's J o i n t  I n s p e c t i o n  U n i t  S t a f f  i n  
Geneva, t h e  UN Headquarters has launched i n i  t i a t i  ves t o  
improve eval  u a t i o n  th roughout  t h e  UN system. C u r r e n t l y ,  
t h e r e  i s  d i scuss ion  aimed a t  c o o r d i n a t i n g  agency e f f o r t s  and 
devel  opi ng common approaches. 



The M u l t i l a t e r a l  Development Banks 

W i t h  t h e  e x c e p t i o n  o f  t h e  A f r i c a n  Development Rank 
( AfDB) , a1 1  t h e  m u l t i l a t e r a l  development banks m a i n t a i n  
i n t e r n a l  systems f o r  p r o j e c t  and per formance e v a l u a t i o n .  
(The AFDB i s  i n  t h e  p rocess  o f  deve lop i ng  such a  system; a t  
p resen t ,  t h e r e  a r e  f ew  c a n p l e t e d  p r o j e c t s  t o  eva lua te .  ) 
These e v a l u a t i o n  systems measure ac tua  1  p r o j e c t  per formance 
a g a i n s t  o r i g i n a l  des ign ,  p r o v i d i n g  a  check o n  MDB l e n d i n g  and 
imp lemen ta t i on  p rocedures  as  we1 1  a s  on  t h e i r  i n t e r n a l  
ope ra t i ons .  The e v a l u a t i o n  p rocesses  a r e  c a r r i e d  o u t  b y  
independent  o f f i c e s  w i t h i n  t h e  MDBs o r  by e x t e r n a l  
e v a l u a t o r s ;  t h e  r e p o r t s  t y p i c a l l y  go d i r e c t l y  t o  t h e  Bank 
Boards. These r e p o r t s  a r e  o b j e c t i v e  and comment on b o t h  t h e  
per fo rmance o f  t h e  MDBs and t h e  borrowers.  The e v a l u a t i o n  
systems employed by t h e  MDBs have been based, i n  p a r t ,  on  
recommendations b y  t h e  US Government Account i  ng O f f i c e  (GAO) ; 
t h e  GAO rev i ews  t h e s e  systems and t h e i r  r e s u l t s  a p p r o x i m a t e l y  
e v e r y  t h r e e  years.  

The Wor ld Bank i s  c o n t i n u i n g  t o  emphasize e v a l u a t i o n  o f  
comple ted  p r o j e c t s .  It has a l s o  produced a n  annual  
compendi um o f  e v a l u a t i o n  r e s u l t s .  These i n i t i a t i v e s  have 
become i m p o r t a n t  i n  Bank p o l i c y  d i s cuss i ons .  The Bank has 
a l s o  t a k e n  s u b s t a n t i a l  l e a d e r s h i p  i n  o r g a n i z i n g  r e g i o n a l  
workshops f o r  n a t i o n a l  e v a l u a t i o n  a u t h o r i t i e s  t o  s t r e n g t h e n  
t h e i r  r o l e s .  

The p o i n t  o f  c o o r d i n a t i o n  f o r  donors f r a n  t h e  
i n d u s t r i a l  i zed c o u n t r i e s ,  i s  o f  t h e  Development A s s i s t a n c e  
Committee (DAC) o f  t h e  OECD; t h e  U n i t e d  S t a t e s  s u p p o r t s  t h e  
g r e a t e r  a t t e n t i o n  DAC has g i v e n  t o  e v a l u a t i o n  i n  1980. I n  
A p r i l  1980, t h e  DAC sponsored a  mee t i ng  on a i d  e f f e c t i v e n e s s .  
The U n i t e d  S t a t e s  p l ayed  a  m a j o r  r o l e  a t  t h a t  meet ing ,  wh ich  
focused on e f f o r t s  o f  donors t o  e v a l u a t e  development 
ass i s t ance ,  e f f o r t s  t o  i n f o r m  t h e  genera l  p u b l i c  abou t  
i n t e r n a t i o n a l  ass i s t ance ,  and t h e  r e l a t i o n s h i p  o f  t hese  two 
t o p i c s .  



Dur ing t h e  d iscuss ion,  i t  was c l e a r  t h a t  a  number o f  DAC 
members f o l l o w  e v a l u a t i o n  p r a c t i c e s  s i m i l a r  t o  those o f  AID. 
Canada, Germany, and t h e  Nether lands repor ted on t h e i r  use o f  
t h e  l o g i c a l  framework system ( t h e  method o f  des ign and 
e v a l u a t i o n  pioneered by AID), t h e  importance o f  benchmark 
data, and t h e  need f o r  scheduled p r o j e c t  eva luat ions.  There 
a re ,  however, a  number o f  major  DAC c o u n t r i e s  w i thou t  formal 
e v a l u a t i o n  systems. 

The Un i ted  Sta tes  presented t h e  main paper and discussed 
t h e  t o p i c  o f  developing count ry  e v a l u a t i o n  systems. The 
U n i t e d  S ta tes  emphasized t h e  d e l e t e r i o u s  impact t h a t  separate 
donor p lann ing and e v a l u a t i o n  requirements can have on t h e  
p u b l i c  a d m i n i s t r a t i o n  c a p a b i l i t i e s  o f  developing c o u n t r i e s  
and c a l l e d  on DAC members t o  adopt p o l i c i e s  t h a t  p lace 
maximum r e 1  i ance  on devel  opi  ng coun t ry  e v a l u a t i o n  systems. 
A t  t h e  same time, t h e r e  was cons iderab le  d i scuss ion  about t h e  
need t o  demonstrate the  cumula t ive  e f f e c t i v e n e s s  o f  donor 
programs. The major  outcomes o f  t h i s  meeting were: 

- -  The DAC Chairman c a l l e d  f o r  t h e  fo rmu la t i on  o f  an 
on-going i n fo rma l  group on e v a l u a t i o n  w i t h i n  t h e  DAC. 
A f t e r  consul t a t i o n  among t h e  government members o f  DAC, 
t h e  D i r e c t o r  o f  A ID 'S O f f i c e  o f  Eva lua t i on  has been 
asked t o  organ ize and c h a i r  t h e  i n fo rma l  group. Th i s  
appointment recogni  zes t h e  h i g h  p r i o r i t y  t h e  Un i ted  
S ta tes  g i v e s  t o  eva luat ion .  

--  At t h e  request o f  DAC members, t h e r e  i s  a  major  and 
comprehensive chapter  on a i d  e f f e c t i v e n e s s  i n  t h e  1980 
DAC Chai m a n ' s  Report. The chapter emphasizes t h e  
d i f f i c u l t y  o f  assessing e f fec t i veness ,  b u t  p o i n t s  t o  
severa l  ways i n  which t h i s  can be done. It concludes by 
n o t i n g  t h a t  e f f e c t i v e  a n a l y s i s  wi 11 reduce p o l i t i c a l  
expecta t ions t o  a  more r e a l i s t i c  l e v e l  and wi 11 
h i g h l i g h t  t h e  d i f f i c u l t i e s  o f  impor tan t  development 
a c t i v i t i e s .  

-- The concern on t h e  p a r t  o f  t h e  Uni ted Sta tes  and 
developed c o u n t r i e s  t h a t  e v a l u a t i o n  wi t h i  n  devel op i  ng 
c o u n t r i e s  be high1 i ghted has r e s u l t e d  i n  t h e  comp i la t i on  
under US l eadersh ip  o f  a  d i r e c t o r y  o f  e v a l u a t i o n  
a u t h o r i t i e s  throughout t h e  world. Th is  i s  t h e  s t a r t  of 
a  networking system between n a t i o n a l  a u t h o r i t i e s  i n  bo th  
developed and developing count r ies .  The concern on t h e  
p a r t  of t h e  Un i ted  Sta tes  has spurred m u l t i l a t e r a l  
o rgan iza t i ons  t o  enhance t h e i r  own a c t i v i t i e s  i n  regard  
t o  t h e  eva lua t i on  systems o f  developi  ng count r ies .  



I V .  OFFICIAL US SUPPORT FOR DEVELOPMENT 

1V.A. THE MULTILATERAL DEVELOPMENT RANKS 

The major  share o f  US development ass is tance i s  provided 
through t h e  m u l t i l a t e r a l  development banks (MDBs): t h e  World 
Bank Group (IBRD, IDA, and IFC); t h e  Inter-American 
Development Bank (IDB) ; t h e  Asian Development Bank (ADB) ; and 
t h e  A f r i can  Development Fund (AfDF). The a c t i v i t i e s  o f  t h e  
MDBs serve impor tant  US p o l i c y  ob jec t i ves  i n  an e f f i c i e n t  and 
c o s t - e f f e c t i v e  manner. Through t h e i r  access t o  p r i v a t e  
c a p i t a l  markets, t h e  banks' non-concessional windows a re  ab le  
t o  mob i l i ze  l a r g e  amounts of funds f o r  economic development 
a t  minimum cos t  t o  member goverrments. I n  FY 1980 alone, 
MDBs were ab le  t o  r a i s e  rough ly  $6 b i l l i o n  through borrowings 
backed by c a l  l a b l e  c a p i t a l  guarantees provided by t h e i r  
members. US c o n t r i b u t i o n s  t o  the  MDBs a l s o  leverage t h e  
c o n t r i b u t i o n s  o f  o t h e r  donors. Recent US shares o f  c a p i t a l  
increases and replenishments have been on the  o rde r  o f  22 
percent;  thus,  on the  average t h e  MDRs have been ab le  t o  
secure about t h r e e  and one-hal f  t imes t h e  US c o n t r i b u t i o n s  
fran o t h e r  donors. 

The fi nancial  resources mobi li zed by t h e  MDBs a r e  
cmplemented by t h e i r  own s ta f f  and i n t e r n a l  management 
procedures. MDB loans a r e  sub jec t  t o  c a r e f u l  i n t e r n a l  
appra isa l  t o  ensure e f f i c i e n t  use o f  t h e  funds loaned. MDB 
s t a f f  a re  h i g h l y  t ra ined ,  competent, and requ i red by MDB 
char te rs  t o  operate i n  an o b j e c t i v e  manner. The m u l t i l a t e r a l  
cha rac te r  o f  t h e  MDBs enables them t o  p resc r ibe  cond i t i ons  
f o r  lend ing and t o  advise r e c i p i e n t  coun t r i es  on broad 
economic p o l i c i e s  i n  a  manner not poss ib le  under b i l a t e r a l  
a  i d  programs. Through t h e i r  c h a i r i n g  o f ,  and p a r t i c i p a t i o n  
i n ,  a i d  consor t i a  and c o n s u l t a t i v e  groups, t h e  YDBs a l s o  p l a y  
an impor tant  r o l e  i n  coo rd ina t ing  a c t i v i t i e s  o f  donors t o  
m i  nirni ze d u p l i c a t i o n  and ensure compatabi 1  i ty .  

The Uni ted Sta tes  b e n e f i t s  d i r e c t l y  from i t s  
p a r t i c i p a t i o n  i n  MDBs through purchases o f  US goods and 
serv ices f o r  MDB-fi nanced p ro jec ts .  The purchase o f  US goods 
and serv ices f inanced by MDBs g ives  r i s e  t o  increased US 
economic a c t i v i t y .  The Treasury Department est imates t h a t  
these purchases o f  US goods and serv ices y i e l d  GNP growth of 
about 3 do1 l a r s  f o r  each do1 l a r  t h e  US pays i n t o  these 
i n s t i t u t i o n s .  



The Uni ted  S ta tes  uses i t s  p a r t i c i p a t i o n  i n  t h e  MDBs t o  
encourage the  adop t i on  o f  p o l i c i e s  designed t o  promote 
e q u i t a b l e  econanic development. The Un i ted  Sta tes  has placed 
p a r t i c u l a r  emphasis on i n c r e a s i n g  t h e  p roduc t i ve  p o t e n t i a l  o f  
t h e  poores t  groups i n  t h e  deve lop ing coun t r i es ;  MDB 
a c t i v i t i e s  a r e  i n c r e a s i n g l y  emhpasizi ng t h e  importance o f  
meet ing bas i c  human needs. Th i s  has been r e f l e c t e d  i n  
changes i n  sec to ra l  l end ing  p r i o r i t i e s  and i n  e f f o r t s  t o  
ensure t h a t  1  ower income groups r e c e i v e  p r o p o r t i o n a t e l y  more 
i n  p r o j e c t  bene f i t s .  Basic human needs a c t i v i t i e s  (e.g., 
educa t i on  and h e a l t h )  accounted f o r  11.8 pe rcen t  o f  t o t a l  
IBRDIIDA lend ing  i n  World Bank FY 1980, up f rom 5.2 pe rcen t  
s i n c e  FY 1970. P r o j e c t s  which p r i m a r i l y  b e n e f i t  t h e  poores t  
groups, such as r u r a l  development and sma l l - sca le  i n d u s t r y ,  
accounted f o r  another  18.7 percent  of IBHDIIDA lend ing  i n  
World Bank FY 1980. 

'The Un i ted  S ta tes  has a l s o  a c t i v e l y  promoted t h e  
adop t i on  and use o f  c a p i t a l  sav ing  techno log ies  by t h e  MDBs. 
App rop r i a te  use o f  l a b o r  i n t e n s i v e  technology can i nc rease  
t h e  demand f o r  l a b o r  and thus  o f f e r  one method o f  reach i  ng 
t h e  poor. 

I n  a d d i t i o n ,  t h e  Un i ted  S ta tes  has encouraged t h e  MDBs 
t o  s h a r p l y  expand t h e i r  l end ing  f o r  energy development t o  
~ n e e t  t h e  i nc reas ing  energy needs o f  t h e  deve lop i  ng c o u n t r i e s  
and t o  m i t i g a t e  t h e i r  dependence upon i n c r e a s i n g l y  scarce and 
c o s t l y  impor ted o i l .  The World Bank and IDB have es tab l i shed  
programs f o r  energy development and a r e  c u r r e n t l y  cons i  d e r i  ng 
p lans  f o r  f u r t h e r  expanding these programs. The ADB i s  
conduct ing  an ex tens ive  s tudy  o f  t h e  Asian energy s e c t o r  i n  
o r d e r  t o  d e f i  ne i t s  r o l e  i n  t h e  energy area. 

The Un i ted  S ta tes  has a l s o  ac ted i n  t h e  MDBs i n  support  
o f  human r i g h t s .  I t  has encouraged MDB suppor t  o f  c o u n t r i e s  
wi t h  good h u m n  r i g h t s  records  and those whose reco rds  were 
improv ing and have opposed loans, except f o r  bas ic  human 
needs p r o j e c t s ,  t o  c o u n t r i e s  w i t h  a  record  o f  c o n t i n u i n g  
human r i g h t s  v i o l a t i o n s .  The Un i ted  S ta tes  has consu l ted  
wi tli o t h e r  governments, MDB management, and t h e i r  Execut ive  
Boards i n  support  o f  t h i s  ob jec t i ve .  



L e g i s l a t i v e  A c t i v i t i e s  i n  US FY 1980 

I n  FY 1980, a u t h o r i z i n g  l e g i s l a t i o n  was i n t roduced  f o r  
US p a r t i c i p a t i o n  i n  t h e  S i x t h  Replenishment o f  t h e  
I n t e r n a t i o n a l  Development Assoc ia t i on  (IDA V I )  i n  t h e  t o t a l  
amount o f  $3.24 b i l l i o n .  A u t h o r i z i n g  l e g i s l a t i o n  f o r  US 
e n t r y  i n t o  t h e  A f r i c a n  Development Bank (AfDB) and f o r  
s u b s c r i p t i o n s  o f  i t s  share ($360 m i l l i o n )  o f  t h e  AfDB's 
c a p i t a l  was a1 so submitted. Congressional a c t i o n  on both  
requests  was s t i l l  pending a t  t h e  end o f  FY 1980. 

Dur ing t h e  course o f  FY 1980, Congress took a c t i o n  on 
a u t h o r i z i n g  l e g i s l a t i o n  f o r  US subsc r ip t i ons  t o  t h e  c a p i t a l  
i ncrease o f  t h e  Inter-American Development Bank (IDB) and US 
p a r t i c i p a t i o n  i n  t h e  replenishment o f  t h e  IDB Fund f o r  
Spec ia l  Operat ions (FSO), t h e  Asian Development Fund (ADF), 
and t h e  A f r i c a n  Development Fund ( AfDF). Th is  1  eg i  s l a t i o n  
was submit ted t o  Congress i n  FY 1979. Congress au tho r i zed  
$2,474 m i l l i o n  f o r  t h e  IDB, $630 m i l l i o n  f o r  t h e  FSO, $378 
m i l l i o n f o r t h e A D F a n d $ 1 2 5 m i l l i o n f o r t h e A f D F .  Congress 
d i d  not prov ide t h e  f u l l  amounts requested f o r  t h e  IDB 
c a p i t a l  increase and t h e  FSO and ADF replenishments - -  
$2,749 m i l l i o n ,  $700 m i l l i o n ,  and $445 m i l l i o n  respec t i ve l y .  
P res iden t  C a r t e r  canmit ted t h e  A d m i n i s t r a t i o n  t o  seek 
Congressional a u t h o r i z a t i o n  o f  t h e  s h o r t f a l l  amounts f r a n  t h e  
new Congress. 

I n  FY 1980, t h e  A d m i n i s t r a t i o n  a1 so requested 
a p p r o p r i a t i o n s  f o r  FY 1981 f o r  US s u b s c r i p t i o n  and 
c o n t r i b u t i o n s  t o  t h e  MDBs t o t a l l i n g  $1,862.3 m i l  l i o n .  O f  
t h i s  t o t a l ,  $364.5 m i l l i o n ,  o r  19.5 percent,  represented sums 
p r e v i o u s l y  requested and au tho r i zed  hy Congress bu t  not  
app rop r ia ted  i n  p r i o r  f i s c a l  years. The r m a i  nder, $1,497.8 
mi 1  l i o n ,  was requested t o  meet c u r r e n t  yea r  fund ing 
requirements f o r  t h e  MDBs. I n  a d d i t i o n ,  t h e  A d m i n i s t r a t i o n  
has requested program l i m i t a t i o n s  o f  $1,825.7 m i  11 i o n  f o r  
c a l l a b l e  c a p i t a l  subsc r ip t i ons  t o  t h e  MDBs which do not  
e n t a i l  an o u t l a y  f rom t h e  US budget. O f  t h e  c a l l a b l e  c a p i t a l  
1  i m i t a t i o n ,  $952.7 m i l  l i o n ,  o r  52.2 percent,  represented sums 
requested i n  prev ious years  b u t  which Congress had not  
provided. Congress had not  ac ted on these requests  by t h e  
end o f  FY 1980. The breakdown o f  t h e  a p p r o p r i a t i o n s  request 
f o r  FY 1981 i s  as f o l l o w s :  



TABLE IV.A.l 

FY 1981 MDB APPROPRIATIONS REQUESTS 
( m i l l i o n  d o l l a r s )  

UNFUNDED 
REQUESTS 

FROM 
PREVIOUS 

NEW REQUEST YEARS TOTAL 

IBRD 

P a i d - i  n  
Cal l a  b l e  Capi t a l  

IDA - 

I FC - 
IDB - 

P a i d - i n  
Cal l a h l e  C a p i t a l  

FSO - 

P a i d - i n  
C a l l a b l e  C a p i t a l  

ADF - 

AfDB - 

P a i d - i  n  17.99 - - 
Cal l a b l e  C a p i t a l  53.96 -- 

AfDF 41.67 16.67 58.33 - 

T o t a l s  

Budget A u t h o r i t y  1,497.82 364.49 1,862.29 

Program L i m i t a t i o n  
on  C a l l a b l e  C a p i t a l  872.92 



Majo r  Developments i n  1980 

World Bank Group 

The Wor ld Bank Group c o n s i s t s  o f :  t h e  I n t e r n a t i o n a l  
Bank f o r  R e c o n s t r u c t i o n  and Development (IBRD), which makes 
l oans  on  near-market  terms, p r i m a r i l y  t o  i t s  m i d d l e - i  ncome 
deve l  op i  ng c o u n t r y  members ; t h e  I n t e r n a t i o n a l  Development 
A s s o c i a t i o n  ( IDA),  which makes l oans  on concess iona l  te rms t o  
i t s  poo res t  development c o u n t r y  members; and t h e  
I n t e r n a t i o n a l  F inance C o r p o r a t i o n  ( IFC) ,  which makes 1  oans 
and e q u i t y  inves tments  p r i m a r i l y  t o  t h e  p r i v a t e  s e c t o r  i n  i t s  
deve l  op i  ng c o u n t r y  members. 

The World Bank Group c a n m i t t e d  a  t o t a l  o f  $12,568.6 
mi 1  l i o n  t o  i t s  bo r row i  ng member c o u n t r i e s  i n  FY 1980, maki ng 
i t  t h e  l a r g e s t  s i n g l e  source  o f  o f f i c i a l  a s s i s t a n c e  f o r  
development i n  t h e  wor ld .  T h i s  amount r ep resen ted  an  
i n c r e a s e  o f  24 pe rce t i t  o v e r  t h e  amount commit ted b y  t h e  Group 
i n  t h e  p r e v i o u s  f i s c a l  year .  I n  FY 1980, t h e  Wor ld  Bank 
Group p r o v i d e d  resources  t o  77 c o u n t r i e s  d i s t r i b u t e d  
geograph ica l  l y  a s  f o l l o w s :  Sub-Saharan A f r i c a ,  30 c o u n t r i e s  
($1,608.9 m i l l i o n ) ;  As ia  and P a c i f i c ,  15 c o u n t r i e s  ($4,969.4 
m i l l i o n ) ;  L a t i n  America and t h e  Caribbean, 18 c o u n t r i e s  
($3,540.7 m i l l i o n ) ;  and Europe, M idd le  Eas t  and No r th  A f r i c a ,  
14  c o u n t r i e s  ($2,449.6 m i l l i o n ) .  

D u r i n g  FY 1980, t h e  IBRD and IDA con t i nued  t o  emphasize 
a g r i c u l t u r e  and r u r a l  development. IBRD and IDA l o a n  
commitments i n  t h e  a g r i c u l t u r e  and r u r a l  development s e c t o r  
i n  FY 1980 amounted t o  $3,502.2 m i l l i o n ,  compared t o  $2,712.0 
m i l l i o n  i n  t h e  p rev ious  f i s c a l  yea r .  The $1,509.8 m i l l i o n  
commit ted by  IDA i n  FY 1980 f o r  t hese  purposes rep resen ted  
40.5 p e r c e n t  of i t s  t o t a l  commitments, t h e  h i g h e s t  percentage 
o f  any sec to r .  Wor ld  Bank Group l e n d i n g  i n  t h e  a g r i c u l t u r e  
s e c t o r  has been i n c r e a s i n g l y  d i r e c t e d  t o  sma l l  f anne rs  t o  
meet d u n e s t i c  marke t  consumpt ion needs. The Wor ld  Bank Group 
has a l s o  p l aced  i nc reased  emphasis on  l e n d i n g  t o  meet o t h e r  
b a s i c  human needs, such as  wa te r  supp l y  and sewerage, 
educat ion ,  and f a m i l  y  p l a n n i n g  p r o j e c t s .  I n  a d d i t i o n ,  
l e n d i n g  f o r  b a s i c  i n f r a s t r u c t u r e  p r o j e c t s  has con t i nued  t o  
ensure  ba lanced economic growth. 

L a s t  y e a r  saw many new developments and i n i t i a t i v e s  i n  
t h e  Wor ld Bank Group. On May 22, 1980, t h e  Wor ld Bank 
E x e c u t i v e  Board approved a  s t r u c t u r a l  ad jus tment  l e n d i  ng 
program designed t o  encourage i n d i v i d u a l  deve lop ing  c o u n t r i e s  
t o  under take  necessary economic p o l i c y  measures t o  reduce,  



over  t h e  medi urn-term, t h e i r  c u r r e n t  account d e f i c i t s  t o  
sus ta inab le  l e v e l s .  Under t h i s  program, t h e  World Bank wi  11 
prov ide ,  ove r  a  f i v e  t o  seven y e a r  per iod ,  non-pro jec t  loans 
t o  i n d i v i d u a l  developing c o u n t r i e s  1  inked t o  m i c r o  and 
macroeconomic p o l i c i e s  designed t o  a d j u s t  t h e  bas i c  s t r u c t i l r e  
o f  t h e i r  economies. 

The U n i t e d  Sta tes  suppor ts  t h e  World Bank's s t r u c t u r a l  
ad jus tment  1  ending program. The Bank's program addresses the  
need o f  many deve lop ing c o u n t r i e s  t o  undertake bas i c  
u n d e r l y i  ng econanic re forms as a  necessary c o n d i t i o n  f o r  
1  ong-term sus ta ined  econanic development. The s t r u c t u r a l  
adjustrnent l e n d i n g  program g ives  t h e  World Bank t h e  
capabi li ty t o  respond t o  t h i s  need i n  a  suppo r t i ve  and 
f l e x i b l e  way. 

The World Bank was asked by  t h e  p a r t i c i p a n t s  a t  t h e  1980 
Venice Summit t o  exami ne t h e  adequacy o f  e x i  s t i  ng resources 
and mechani sms f o r  energy development i n devel op i  ng c o u n t r i e s  
and t o  cons ide r  means o f  improving and i n c r e a s i n g  t h e  World 
Bank's programs i n t h i  s  area, wi t h  speci f i  c  re fe rence  t o  t h e  
p o s s i b l e  es tab l ishment  o f  an  a f f i l i a t e  o r  f a c i l i t y .  

I n  response t o  t h i s  request ,  t h e  World Bank examined i t s  
planned l end ing  f o r  energy development i n  o i l  - i m p o r t i n g  
deve lop ing c o u n t r i e s  i n  FY 1981-85 i n  l i g h t  o f  a v a i l a b l e  
energy p r o j e c t s  and developing c o u n t r i e s '  needs. To meet t h e  
need f o r  an es t imated t o t a l  energy investment o f  $450-500 
b i l l i o n  i n  these c o u n t r i e s  over  t h e  next  decade, t h e  Bank 
proposed t o  increase i t s  own energy FY 1981-85 l e n d i n g  
program f r a n  $13 b i  1  l i o n  t o  $25 b i l l i o n ,  p rov ided  t h e  
a d d i t i o n a l  f i nances  c o u l d  be found. The p r o j e c t e d  $25 
b i l l i o n  program w o ~ l l d  cover t h e  development o f  o i l ,  gas, 
c o a l ,  e l e c t r i c  power, and renewable energy resources  and 
would r e s u l t  i n  p r o j e c t s  va lued a t  about $92 b i l l i o n ,  w i t h  
t h e  rana i  nder o f  t h e  resources prov ided by p r i v a t e  c a p i t a l  
and t h e  developing c o u n t r i e s  t h m s e l  ves. 

The Un i ted  S ta tes  has s t ro r l g l y  supported t h e  World 
Bank's pas t  e f f o r t s  i n  t h e  energy s e c t o r  and a t taches  g r e a t  
impor tance t o  t h e  Bank's p lans  t o  l e n d  $13 b i l l i o n  f o r  energy 
development i n  t h e  o i  1  impor t i ng  developing c o u n t r i e s  th rough 
1985. The Un i ted  S ta tes  encourages t h e  Bank's e f f o r t  t o  f i n d  
a d d i t i o n a l  ways t o  f u r t h e r  expand energy development i n i t s  
bor rowi  ng coun t r i es .  



On May 15, 1980, t h e  People 's Republ ic o f  China 
succeeded Taiwan as the rep resen ta t i ve  o f  China t o  t h e  World 
Bank. The Uni ted Sta tes  welcomed t h e  People 's Republ ic t o  
t h e  World Bank as p a r t  o f  i t s  e f f o r t  t o  s t rengthen t h e  l i n k s  
between t h e  People 's Republ ic and t h e  wor ld  economy. 

I n  h i s  address a t  t he  Annual Meeting i n September 1980, 
outgo ing World Bank Pres ident  Robert McNamara out1 i ned 
cha l lenges c o n f r o n t i n g  t h e  World Bank i n  the  1980s, i n c l u d i n g  
t h e  need t o  expand lend ing  due t o  h ighe r  than a n t i c i p a t e d  
i n f l a t i o n  ra tes ,  increased lend ing  needs r e s u l t i n g  from 
membership o f  t h e  People 's Republ ic o f  China, t h e  s t r u c t u r a l  
adjustment 1  ending program, and energy development i n  t h e  
o i l  - impor t i ng  developing count r ies .  Treasury Secre tary  
> l i l l e r ' s  statement a t  t he  Annual Meeting s t ressed US support 
f o r  World Bank a c t i o n s  i n  energy development, s t r u c t u r a l  
adjustment lend ing,  popu la t i on  a c t i v i t i e s ,  and meeting bas ic  
human needs. He c a l l e d  on t h e  Bank t o  increase t h e  share o f  
1  ending prov ided t o  t h e  poorer developing c o u n t r i e s  and f o r  
c l o s e  c o l l a b o r a t i o n  between t h e  Bank and t h e  I n t e r n a t i o n a l  
Monetary Fund. Secre tary  Mi 1  l e r  expressed f u l l  support  f o r  
t h e  IBRD's General Cap i ta l  Increase and t h e  S i x t h  
Rep1 en i  shment o f  IDA, and s t a t e d  h i s  w i  11 i ngness t o  exami ne 
t h e  a d d i t i o n a l  ways t o  support  World Bank Group operat ions 
heyond these ac t ions.  

I n t e r n a t i o n a l  Bank f o r  Reconst ruc t ion  and Development 
(IBRD) 

I n  US FY 1980, t h e  IBRD c ~ m i t t e d  a  t o t a l  o f  $8,164.2 
m i l l i o n  t o  46 coun t r i es ,  d i s t r i b u t e d  geograph ica l l y  as  
f o l l o w s :  Sub-Saharan A f r i c a ,  10 c o u n t r i e s  ($516.7 m i l l i o n ) ;  
As ia  and P a c i f i c ,  8  c o u n t r i e s  ($2,533.5 m i l l i o n )  ; L a t i n  
America, 17 c o u n t r i e s  ($3,079.0 m i l  1  i o n )  and Europe, Midd le  
East and Nor th  A f r i c a ,  11 c o u n t r i e s  ($2,035.0 m i l l i o n ) .  IBRD 
lend ing  i n  FY 1980 was concentrated i n :  a g r i c u l t u r e  and 
r u r a l  devel opment ($1,992.4 m i  11 i o n )  ; energy and power 
($1,999.0 mi1 l i o n ) ;  t r a n s p o r t a t i o n  ($1,375.0 mi1 l i o n ) ;  
i ndust ry  ($430.5 m i l  l i o n ) ;  water and sewerage ($425.4 
m i l l i o n ) ;  and educat ion ($405.1 m i l  l i o n ) .  As o f  June 30, 
1980, t h e  IBRD had made commitments o f  $59.3 b i  11 i on t o  1,875 
p r o j e c t s  o f  which loans t o t a l  l i n g  $26.3 b i l l i o n  were s t i l l  
ou ts tand i  ng and d i  sbursed. 

IBRD lend ing  i s  f inanced by t h e  hard currency p o r t i o n  o f  
p a i d - i  n  c a p i t a l  s u b s c r i p t i o n s  o f  IBRD members, borrowi ngs 
f rom p r i v a t e  c a p i t a l  markets and member s ta tes  (backed by t h e  
c a l l a b l e  c a p i t a l  o f  IBRD members), sa les  o f  l o a n  



p a r t i c i  pa t ions ,  p r i  nc i  pa l  repayments on p rev ious  1  oans, and 
r e t a i n e d  earnings.  New bor rowings and l o a n  repayments have 
accounted f o r  t h e  v a s t  b u l k  o f  IBRD cash f l ows  i n  recen t  
years. The US share o f  IBRD subscr ibed c a p i t a l  amounted t o  
23.39 pe rcen t  as o f  June 30, 1980. 

On January 4, 1980, t h e  IBRD's Board o f  Governors 
adopted a  r e s o l u t i o n  t o  i nc rease  t h e  au tho r i zed  c a p i t a l  o f  
t h e  IBRD by a n  amount equ i va len t  t o  $40.0 b i l l i o n .  
Simul taneously,  a  second r e s o l u t i o n  was adopted which f u r t h e r  
increased t h e  IBRD's au tho r i zed  c a p i t a l  by $4.0 b i l l i o n  f o r  
v o t i n g  purposes only.  The Un i ted  Sta tes  has not  y e t  vo ted on 
t h i s  General Cap i ta l  Increase (GCI), because i t  lacked 
Congressional a u t h o r i z a t i o n  t o  do so. These c a p i t a l  
i ncreases rep resen t  an approximate doub l i  ng o f  t h e  IBRD's 
c u r r e n t  au tho r i zed  c a p i t a l  s tock  t o  around $85.0 b i l l i o n .  
They a r e  designed t o  p e r m i t  IBRD l e n d i n g  t o  grow i n  r e a l  
terms through t h e  mid-1980s. Only 7.5 pe rcen t  o f  t h e  $40.0 
b i l l i o n  i n  new a u t h o r i z e d  c a p i t a l  s tock  w i l l  be p a i d - i n  w i t h  
t h e  remai nder represented by c a l  l a b l e  c a p i t a l  guarantees; a1 1  
o f  t h e  $4.0 b i l l i o n  w i l l  be c a l l a b l e  c a p i t a l .  The US share 
o f  t h e  G C I  amounts t o  21.95 percent .  

The Un i ted  Sta tes  s t r o n g l y  suppor ts  t h i s  proposed 
i nc rease  and views i t s  p a r t i c i p a t i o n  i n  t h e  G C I  as a  key 
component o f  i t s  f o r e i g n  ass i s tance  p o l i c y .  The $40.0 
b i l  l i o n  i nc rease  i n  a u t h o r i z e d  c a p i t a l  i s  r e q u i r e d  t o  s ~ l s t a i  n  
t h e  ma jo r  wo r ld  econanic r o l e  t h e  IRRD p lays  as a  p r o v i d e r  o f  
resources  t o  promote e q u i t a b l e  economic development, as  a  
c a t a l y s t  t o  promote p r i v a t e  c a p i t a l  f lows,  and as a  source of 
sound a d v i c e  on economic p o l i c i e s  t o  devel opi  ng member 
coun t r i es .  The GCI i s  a  p a r t i c u l a r l y  c o s t - e f f e c t i v e  means o f  
ach iev ing  these o b j e c t i v e s  because o n l y  a  smal l  f r a c t i o n ,  7.5 
percent ,  o f  t h e  $40.0 b i  1  l i o n  represents  an a c t u a l  budgetary 
o u t l a y  f o r  member coun t r i es ,  and t h e  c o s t  o f  t h e  i nc rease  i s  
shared equi tab1 y  by a  11 IBRD member coun t r i es .  Congressional  
approval  f o r  US p a r t i c i p a t i o n  i n  t h e  G C I  wi 11 be sought i n  
t h e  FY 1982 budget. 

I n t e r n a t i o n a l  Development-/ls_s_ociati on (IDA) 

The I n t e r n a t i o n a l  Development Assoc ia t i on  p lays  a  
c e n t r a l  r o l e  i n  promot ing economic growth w i t h  e q u i t y  b y  
p r o v i d i n g  c r e d i t s  on concessional terms t o  t h e  poores t  
deve lop ing coun t r i es .  IDA c r e d i t s  have m a t u r i t i e s  o f  50 
years  w i t h  10-year grace pe r i ods  and c a r r y  no i n t e r e s t .  They 
have an annual s e r v i c e  charge of 0.75 percent  on t h e  
d i  sbursed p o r t i o n  o f  each c r e d i  t. 



The v a s t  b u l k  o f  IDA l o a n s  go t o  t h e  p o o r e s t  d e v e l o p i n g  
c o u n t r i e s .  W h i l e  a l l  c o u n t r i e s  w i t h  p e r  c a p i t a  GNP o f  l e s s  
t h a n  $680 (measured i n  1979 US d o l l a r s )  a r e  e l i g i b l e  f o r  IDA 
a s s i s t a n c e ,  81  p e r c e n t  o f  IDA l oans  i n  U.S FY 1980 went t o  
c o u n t r i e s  w i t h  p e r  c a p i t a  GNP l e v e l s  of l e s s  t h a n  $345. The 
61  c u r r e n t l y  e l i g i b l e  IDA bor rowers ,  most o f  wh ich  a r e  
l o c a t e d  i n  South As ia  and Sub-Saharan A f r i c a ,  t o g e t h e r  
accoun t  f o r  59 p e r c e n t  o f  t h e  w o r l d ' s  p o p u l a t i o n ;  however, 
t h e y  have o n l y  9  p e r c e n t  o f  t h e  w o r l d ' s  g r o s s  n a t i o n a l  
p roduc t .  

I n  FY 1980, IDA extended c r e d i t s  t o t a l l i n g  $3,723.8 
m i l l i o n  t o  4 1  c o u n t r i e s ,  b r i n g i n g  cumu la t i ve  IDA l e n d i n g  frora 
1960 t o  June  30, 1980 t o  $20.6 b i l l i o n .  IDA l e n d i n g  i n  FY 
1980 was d i s t r i b u t e d  gecg raph i ca l  l y  a s  f o l l o w s :  As i a  and 
P a c i f i c ,  9  c o u n t r i e s  ($2,333.1 m i l  l i o n ) ;  Sub-Saharan A f r i c a ,  
25 c o u n t r i e s  ($1,034.0 m i l  l i o n ) ;  L a t i n  America and t h e  
Car ibbean,  4  c o u n t r i e s  ($80.0 m i l l i o n ) ;  and Europe, M i d d l e  
Eas t  and N o r t h  A f r i c a ,  3  c o u n t r i e s  ($276.7 m i l  l i o n ) .  IDA 
l e n d i n g  i n  FY 1980 was c o n c e n t r a t e d  i n :  a g r i c u l t u r e  and 
r u r a l  development ($1,509.8 mi 1  l i o n ) ;  ene rgy  and power 
($936.3 m i l  1  i o n ) ;  t r a n s p o r t a t i o n  ($226.5 mi 1  l i o n )  ; and w a t e r  
and sewerage ($190.7 mi 1  l i o n ) .  

IDA l e n d i n g  i s  p r i m a r i l y  f i n a n c e d  by  c o n t r i b u t i o n s  f r om  
donor  c o u n t r i e s .  I n  a d d i t i o n ,  a  sma l l  amount o f  t h e  n e t  
e a r n i n g s  gene ra ted  by  t h e  ha rd  l o a n  a c t i v i t i e s  o f  t h e  IBRD 
a r e  t r a n s f e r r e d  a n n u a l l y  t o  IDA. I n  r e c e n t  yea rs ,  t h i s  
f i g u r e  has been $100 b i l l i o n .  

I n  1980, IDA exhausted i t s  commitment a u t h o r i t y  under  
t h e  F i f t h  Replenishment  ($7,732 mi 1  l i o n )  des igned t o  c o v e r  
t h e  t h r e e  y e a r  p e r i o d  end ing  June  1980. I n  March 1980 a f t e r  
a  number o f   neet ti ngs among r e p r e s e n t a t i  ves o f  p r o s p e c t i v e  
donor  c o u n t r i e s ,  t h e  Board o f  Governors o f  t h e  A s s o c i a t i o n  
approved a  r e s o l u t i o n  c a l l i n g  f o r  a  $12 b i l l i o n  r ep l en i shmen t  
o f  IDA f o r  t h e  t h r e e  y e a r  p e r i o d  b e g i n n i n g  J u l y  1980 (IDA 
V I ) .  However, a t  t h e  end o f  June  1980, t h e  r ep l en i shmen t  had 
n o t  t a k e n  e f f e c t ,  s i n c e  f o rma l  n o t i f i c a t i o n s  o f  i n t e n t i o n s  t o  
make payment o r  seek a p p r o p r i a t i o n  o f  colnmi tments  a c c o u n t i n g  
f o r  a t  1  e a s t  80  p e r c e n t  o f  t h e  t o t a l  r ep l en i shmen t  amount had 
n o t  been r e c e i v e d  f r o m  donors. I n  August 1980, t h e  
A s s o c i a t i o n  began app rov i ng  IDA V I  l o a n s  s u b j e c t  t o  t h e  
a v a i l a b i l i t y  o f  resources.  As an  i n t e r i m  measure pend ing  
imp lemen ta t i on  o f  IDA V I ,  a  number o f  c o u n t r i e s  agreed  i n  
Oc tober  1980 t o  make advance i ndi  v i d u a l  c o n t r i b u t i o n s .  



As o f  t h e  end o f  FY 1980, l e g i s l a t i o n  f o r  US 
p a r t i c i p a t i o n  i n  IDA V I  was c u r r e n t l y  pending be fo re  t h e  
Congress. The US share o f  IDA V I  i s  27 percent  (versus 31.04 
percent  i n  IDA V); t he re fo re ,  t h e  rep1 en i  shment cannot come 
i n t o  e f f e c t  w i t h o u t  US p a r t i c i p a t i o n .  The Un i ted  Sta tes  w i l l  
be ab le  t o  p a r t i c i p a t e  i n  IDA V I  o n l y  a f t e r  o b t a i n i n g  
a u t h o r i z i n g  l e g i s l a t i o n  f o r  i t s  IDA V I  share and 
a p p r o p r i a t i o n  o f  i t s  f i r s t  payment. 

I n t e r n a t i o n a l  Finance Corpora t ion  (IFC) 

I n  FY 1980, t h e  IFC made loan  investments o f  $635.1 
mi 11 i o n  and e q u i t y  i nvestments o f  $45.5 mi 11 i o n  i n  
e n t e r p r i s e s  i n  30 count r ies .  IFC i nvestments were 
concent ra ted i n  l i g h t  and heavy i n d u s t r y ,  f i n a n c i a l  
i n s t i t u t i o n s ,  ag ro indus t r y ,  f u e l s ,  and minerals.  IFC 
i nvestrnents represented approximate1 y 30 percent  o f  t h e  costs  
o f  these p ro jec ts .  The remaining amount, rough ly  $1,588 
m i l l i o n ,  was f inanced by  o t h e r  sources i n c l u d i n g  l o c a l  
p r i v a t e  i nves to rs ,  r e t a i n e d  earnings,  commerci a1 banks, and 
goverrment agencies i n  t h e  coun t ry  where t h e  p r o j e c t  was 
located,  and f o r e i g n  p u b l i c  and p r i v a t e  sources. As o f  June 
30, 1980, t h e  cumula t ive  gross t o t a l  o f  IFC investments r a s  
$3,209 m i l l i o n  i n  535 p ro jec ts .  

The Uni ted Sta tes  s t r o n g l y  supports t h e  a c t i v i t i e s  o f  
t h e  IFC, v iewing i t s  r o l e  i n  promoting p r i v a t e  s e c t o r  
development as  an essen t ia l  component o f  t h e  economic 
development process i n  developing count r ies .  The Un i ted  
Sta tes  has encouraged an expanded r o l e  f o r  t h e  IFC and, a s  
p a r t  o f  t h i s  e f f o r t ,  supported t h e  i nc rease  i n  t h e  IFC's 
au tho r i zed  c a p i t a l  f rom $110 t o  $650 m i l  l i o n  i n  November 
1977. The US was c o n t r i b u t i n g  one - th i rd  o f  t h e  IFC's 
subscr ibed c a p i t a l  as o f  June 30, 1980. 

In ter -Amer ican Development Bank (IDB) 

The IDB i s  a  major  source of development ass i s tance  t o  
L a t i n  American and Caribbean count r ies .  The IDB p rov ides  
funds f o r  l end ing  a t  b o t h  n e a r - m r k e t  and concessional  terms. 

Dur ing FY 1980, t h e  IDB cornmitted a  t o t a l  o f  $2,279 
m i l  l i o n  i n  loans, an i nc rease  o f  7  percent  over t h e  l e v e l  o f  
commi tments i n t h e  preceding f i s c a l  year.  O f  t h i  s  t o t a l ,  
$1,279 m i l l i o n  was on convent ional  terms from t h e  Ord inary  
Cap i ta l  (OC) and I nter-Regi  onal Cap i ta l  (IRC) resources o f  



t h e  Bank; $799 m i l  l i o n  was l e n t  on concessional  terms by  t h e  
Fund f o r  Special  Operat ions (FSO). The IDB a l s o  committed 
$90 m i l  l i o n  i n  resources from spec ia l  accounts and funds 
(such as t h e  Venezuelan T rus t  Fund) which i t  admin i s te rs  on 
b e h a l f  o f  donors. 

As o f  September 30, 1980, cumula t ive  l end ing  by t h e  IDB 
s i n c e  February 1961, amounted t o  $16.7 b i l l i o n ,  o f  which $6.9 
b i l l i o n  remained outstanding.  Since February, 1961, $6.2 
b i l l i o n  had been loaned from t h e  Ord inary  Cap i ta l  account, 
$2.5 b i l l i o n  f rom t h e  In ter -Regiona l  Cap i ta l  account, $6.8 
b i l l i o n  f rom t h e  Fund f o r  Special Operations, and $1.1 
b i l l i o n  f rom o t h e r  sources ( p r i m a r i l y  t h e  US Soc ia l  Progress 
T r u s t  Fund and t h e  Venezuelan T rus t  Fund). 

IDB lend ing  i n  FY 1980 covered 80 p r o j e c t s  i n  18 
count r ies .  T h i s  l e n d i n g  was concentrated i n  p r o j e c t s  i n  
power and energy (approx imate ly  18 percent o f  a1 1 FY 1980 
loans)  and a g r i c u l t u r e  (approx imate ly  25 percent )  ; however 
t h e  breakdown o f  loans i n t o  s e c t o r  ca tego r ies  i s  somewhat 
mis lead ing a s  many IDB p r o j e c t s  a r e  mu1 t i  purpose i n  nature.  

IDB l e n d i  ng i s f i  nanced p r i m a r i l y  through resources 
de r i ved  f rom borrowi ng i n i n t e r n a t i o n a l  p r i v a t e  c a p i t a l  
markets, t h e  p a i d - i  n c a p i t a l  subsc r ip t i ons  o f  member 
coun t r i es ,  r e t a i n e d  earnings,  and member c o n t r i b u t i o n s  t o  t h e  
Fund f o r  Special  Operations. As o f  September 30, 1980, t h e  
subscr ibed c a p i t a l  s tock  o f  t h e  IDB amounted t o  $13.2 b i l l i o n  
( o f  which $1.5 b i l l i o n  was p a i d - i n  and $11.7 b i l l i o n  was 
c a l l a b l e )  and FSO resources t o t a l  l i n g  $7,633 m i l l i o n .  The US 
share o f  IDB c a p i t a l  was $4,647 m i l  l i o n  o r  35 percent  o f  t h e  
t o t a l .  I n c l u d i n g  c o n t r i b u t i o n s  author ized,  bu t  s t i  11 pending 
Congressional app rop r ia t i on ,  t h e  Un i ted  Sta tes  has accounted 
f o r  $4,270 m i l l i o n ,  o r  56 percent,  o f  t o t a l  c o n t r i b u t i o n s  t o  
t h e  FSO. 

I n  FY 1978, a f i f t h  replenishment was agreed t o  by t h e  
Un i ted  S ta tes  and o t h e r  IDB members t o  cover l end ing  by t h e  
IDB f o r  t h e  pe r iod  1979-82. The F i f t h  Replenishment t o t a l l e d  
$9.75 b i l l i o n ,  c o n s i s t i n g  o f  $8.0 b i l l i o n  f o r  an increase i n  
t h e  IDB's c a p i t a l  s tock  and $1.75 b i l l i o n  f o r  t h e  FSO. The 
replenishment d i d  not e n t e r  i n t o  e f f e c t ,  however, u n t i  1 J u l y ,  
1980, when t h e  Un i ted  States,  f o l l o w i  ng passage o f  
a u t h o r i z i n g  and a p p r o p r i a t i o n s  1 egi  s l a t i o n  by Congress, was 



a b l e  t o  v o t e  i n  f a v o r  of t h e  r e s o l u t i o n s  t o  i n c r e a s e  t h e  
IDB ' s  c a p i t a l  s t o c k  and t h e  r esou rces  o f  t h e  Fund f o r  Spec ia l  
Opera t ions .  A t  t h i s  t ime,  a s  p a r t i a l  f u l f i l l m e n t  o f  t h e  
f i r s t  i n s t a l l m e n t  o f  t h e  rep len ishment ,  t h e  U n i t e d  S t a t e s  
subsc r i bed  $44.2 m i l l i o n  t o  p a i d - i n  c a p i t a l  s t o c k  and 
c o n t r i b u t e d  $175.0 m i l l i o n  t o  t h e  Fund f o r  Spec ia l  
Opera t ions .  

A t  t h e  1980 Annual Meet ing,  t h e  a c t i n g  US Governor  o f  
t h e  IDB rea f f i rmed  t h e  IJS suppo r t  f o r  t h e  IDB ' s  e f f o r t s  t o  
promote ba lanced and e q u i t a b l e  g row th  i n  t h e  hemisphere. He 
no ted  t h e  IDB ' s  p i o n e e r i n g  work i n  l a n d  re fo rm,  i n t e g r a t e d  
r u r a l  development, p u b l i c  h e a l t h ,  and  u rban  deve lopn~ent ;  
canmended t h e  IDB f o r  i t s  i n c r e a s e d  l e n d i n g  i n  t h e  energy  
s e c t o r ;  and encouraged t h e  IDB t o  devo te  more a t t e n t i o n  t o  
a l l e v i a t i n g  t h e  problems o f  i nadequa te  f ood  s u p p l y  and  r a p i d  
p o p u l a t i o n  growth. 

As i an  Devel  opment Bank (ADBL 

The NIB p r o v i d e s  l o a n s  on conven t i ona l  and concess i ona l  
te rms t o  p romote  economic development  i n  t h e  As ian  and 
P a c i f i c  Region. I n  FY 1980, t h e  ADB commit ted a  t o t a l  o f  
$1,433 mi 1  l i o n  i n  loans,  a n  i n c r e a s e  o f  46 p e r c e n t  o v e r  t h e  
p r e v i o u s  f i s c a l  yea r .  O f  t h i s  amount, l o a n s  o n  conven t i ona l  
te rms from o r d i  n a r y  c a p i t a l  r eso l i r ces  t o t a l  l e d  $979 mi 1  li on 
and l oans  on concess iona l  te rms were $454 m i l  l i o n .  I n  FY 
1980 o v e r  SO p e r c e n t  o f  t h e  concess iona l  l oans  f r o m  s p e c i a l  
funds went t o  c o u n t r i e s  w i t h  a  p e r  c a p i t a  g r o s s  n a t i o n a l  
p roduc t  o f  l e s s  t h a n  $200 (measured i n  1976 US do1 l a r s ) .  
Cumula t i ve  AD5 l e n d i n g  a s  o f  September 30, 1980, amounted t o  
$6,696 m i l  l i o n ,  o f  which $4,719 m i l  l i o n  r ep resen ted  l o a n s  
from o r d i n a r y  c a p i t a l  resources  and $1,977 mi 1  l i o n  was f r o m  
s p e c i a l  funds. As o f  September 30, 1980, t h e  ADB had $3,842 
m i l l i o n  i n  l oans  ou t s t and ing .  

D u r i n g  FY 1980 t h e  ADB commit ted loa,ns f o r  53 p r o j e c t s  
i n  18 c o u n t r i e s .  I ndones ia  ($231 m i l  l i o n ) ,  Korea ($227 
m i l  l i o n ) ,  and t h e  P h i l i p p i n e s  ($189 m i l l i o n )  were t h e  l a r g e s t  
r e c i p i e n t s  o f  1  oans from o r d i n a r y  c a p i t a l  resources .  
Bangladesh ($157 m i l l i o n ) ,  P a k i s t a n  ($114 m i l  l i o n ) ,  and Nepal 
($43 m i l l i o n )  were t h e  l a r g e s t  bor rowers  o f  ADB concess iona l  
resources .  ADB l e n d i n g  i n  c a l e n d a r  y e a r  (CY) 1979 was 
concen t ra ted  i n t h e  a g r i c u l t u r a l  and a g r o i n d u s t r y  (32.9 
p e r c e n t  o f  a1 1  l o a n s )  and energy  (26.0 p e r c e n t )  sec to r s .  I n  
r e c e n t  yea rs ,  ADB l e n d i n g  f o r  educa t ion ,  u rban  development, 
and h e a l t h  has r i s e n  r a p i d l y ;  i n  CY 1979 t h e s e  s e c t o r s  
accounted f o r  16.4 p e r c e n t  o f  a l l  loans.  



ADB o r d i n a r y  c a p i t a l  l end ing  operat ions a r e  f inanced 
p r i m a r i l y  by pa id - i  n  c a p i t a l  subsc r ip t i ons  and resources 
borrowed from governments, c e n t r a l  banks and p r i v a t e  c a p i t a l  
markets backed by c a l l a b l e  c a p i t a l  guarantees by  ADB members. 
As ian Development Fund (ADF) resources, which a r e  used f o r  
concessional  loans, a r e  c o n t r i b u t e d  by mernber count r ies .  
Dur ing FY 1980, t h e  Uni ted Sta tes  subscr ibed $155 m i l l i o n  t o  
t h e  o r d i n a r y  c a p i t a l  o f  t h e  ADB, o f  which $15.5 m i l  l i o n  was 
p a i d - i n  and $139.5 was c a l l a b l e ,  r a i s i n g  i t s  t o t a l  share o f  
ADB c a p i t a l  t o  $1,215 m i  11 ion. The Uni ted Sta tes  a l s o  
c o n t r i b u t e d  $111.25 mi 1  l i o n  t o  t h e  resources o f  t h e  Asian 
Development Fund, r a i s i n g  i t s  t o t a l  c o n t r i b u t i o n  t o  t h e  ADB 
t o  $381 m i  1  1 i on. 

A t  t h e  1 3 t h  Annual Meeti ng o f  t h e  ADB Board o f  
Governors, t h e  a c t i n g  US Governor stressed US commitment t o  
t h e  ADB and t o  t h e  Asian and P a c i f i c  Region and commended t h e  
ADB f o r  i t s  e f f o r t s  i n  meet ing t h e  bas i c  human needs and 
asp i  r a t i o n s  o f  t h e  Bank's developing member coun t r i es .  

A f r i c a n  Devel opment Fund_-kA_f_DFJ 

The A f r i c a n  Development Fund ( AfDF) was e s t a b l i s h e d  i n  
1973 as  t h e  concessional l end ing  a f f i l i a t e  o f  t h e  A f r i c a n  
Development Bank (AfDB). The purpose o f  t h e  AfDF i s  t o  
c o n t r i b u t e  t o  t h e  economic and s o c i a l  development o f  t h e  
poorest  A f r i c a n  nat ions.  Except under ex t remely  unusual 
circumstances, t h e  Fund lends o n l y  t o  c o u n t r i e s  w i t h  a per  
c a p i t a  gross  n a t i o n a l  product  o f  l e s s  than $550 (measured i n  
1976 US do1 l a r s ) .  

Dur ing US FY 1980, AfDF lend ing  t o t a l l e d  $247.7 m i l l i o n ,  
a n  i nc rease  o f  19 percent  from t h e  FY 1979 lend ing  l e v e l .  
Cumulative AfDF lend ing  t o  t h e  end o f  FY 1980 t o t a l l e d  $949.7 
m i l  l i o n .  AfDF funds were prov ided i n  FY 1980 t o  23 A f r i c a n  
coun t r i es .  A g r i c u l t u r a l  p r o j e c t s  such as r u r a l  development, 
i r r i g a t i o n ,  r e h a b i l i t a t i o n  o f  p l a n t a t i o n s ,  and i n f r a s t r u c t u r e  
accounted f o r  t h e  l a r g e s t  share o f  AfDF lending.  

The Uni ted S ta tes  j o i n e d  t h e  AfDF i n  November, 1976, 
w i t h  an i n i t i a l  c o n t r i b u t i o n  o f  $15 m i l l i o n .  The t o t a l  US 
c o n t r i b u t i o n  t o  t h e  AfDF i s  c u r r e n t l y  $75 m i l l i o n ;  t o t a l  
resources pledged t o  AfDF by a  11 donors as o f  September 30, 
1980, amounted t o  $1,376.4 m i l l i o n .  



During t h e  1979 Annual Meeting, t h e  Roard o f  Governors 
o f  t h e  A f r i c a n  Devel opment Bank recommended t h a t  t h e  AfDB1 s  
c h a r t e r  be amended t o  penni t non-regional coun t r i es  t o  become 
~nembers. The amendments a r e  cu r re r i t l  y be ing r a t i f i e d  by AfDB 
members. I n  1980, t h e  Admin i s t ra t i on  submit ted l e g i s l a t i o n  
t o  a u t h o r i z e  US membership i n  t h e  AfDB and a  s u b s c r i p t i o n  o f  
$359.7 m i l l i o n  - -  5.68 percent  o f  t h e  AfDB's t o t a l  c a p i t a l  
and 17.04 percent  o f  t h e  $2.1 b i  1  l i o n  non-regional  
subsc r ip t i on .  

Dur ing t h e  1980 Annual Yeet i  ng o f  t h e  A f r i c a n  
Development Fund, t h e  US rep resen ta t i ve  r e a f f i r m e d  US support 
f o r  t h e  A f r i can  Development Fund and Bank and expressed 
s a t i s f a c t i o n  w i t h  t h e  AfDF1s lend ing  p r i o r i t i e s ,  p a r t i c u l a r l y  
i t s  i nc reas ing  emphasis on a g r i c u l t u r a l  lend ing.  He a l s o  
commended t h e  A f r i c a n  Development Fund f o r  t h e  measures i t  
had adopted t o  improve i n t e r n a l  admin i s t ra t i on .  



I V .  B. OTHER INTERNATIONAL ORGANIZATIONS AND PROGRAMS 

IV.B.l. Un i ted  Nat ions Programs 

The Un i ted  Nat ions system, w i t h  i t s  s p e c i a l i z e d  agencies 
and programs, reg iona l  organ izat ions,  and i n t e r n a t i o n a l  
conferences, i s an i n c r e a s i n g l y  impor tan t  mechanism 
suppor t ing  g loba l  development. Over t h e  years,  i t  has 
assumed a key r o l e  i n  s e t t i n g  t h e  pace and d i r e c t i o n  f o r  
i n t e r n a t i o n a l  cooperat ion  i n  an interdependent world. It has 
t h e  g rea tes t  number o f  t echn ica l  exper ts  working i n  t h e  
developing count r ies .  I t s  p e r i o d i c  i n t e r n a t i o n a l  
conferences, e.g., t h e  UN Conference on New and Renewable 
So~l rces o f  Energy and t h e  World Conference on Agra r ian  Reform 
and Rural  Development, have focused a t t e n t i o n  on such 
c r i t i c a l  common problems as energy, food product ion ,  r u r a l  
development, popu la t i on  and environment--a1 1 i tems o f  
p r i o r i t y  concern t o  t h e  Uni ted States. 

There a r e  solne 30 major  agencies o r  programs concerned 
w i t h  development i n  t h e  UN fami ly .  Al though most were 
es tab l i shed  by t h e  General Assernbly, some were a1 ready i n  
ex i s tence  p r i o r  t o  t h e  founding o f  t h e  Un i ted  Nations, 
i nc lud i  ng t h e  I n t e r n a t i o n a l  Labor Organ iza t i on  founded i n  
1919, t h e  I n t e r n a t i o n a l  C i v i l  A v i a t i o n  Organ iza t i on  founded 
i n  1944, and t h e  I n t e r n a t i o n a l  Telecommunications Union 
founded i n  1934. Among those w i t h  major  developmental 
r e s p o n s i b i l i t i e s ,  t h e  Un i ted  Nat ions Development Program 
(UNDP) and t h e  Uni ted Nat ions C h i l d r e n ' s  Fund (UNICEF) a r e  
t h e  p r i  nc i  pa l  UN agencies t h a t  a s s i s t  deve lop ing c o u n t r i e s  
and address development i ssues  o f  wor ldwide concern. These 
two programs rece ive  t h e  major  share o f  US v o l u n t a r y  
c o n t r i b u t i o n s .  

IDCA has l e a d  p o l i c y  and budget r e s p o n s i b i l i t y  w i t h i n  
t h e  US Government f o r  t h e  o rgan iza t i ons  t o  which t h e  Uni ted 
Sta tes  makes vo lun ta ry  c o n t r i b u t i o n s ,  i nc lud i  ng t h e  UNDP, 
UNICEF, UNIFAO World Food Program, t h e  UN C a p i t a l  Development 
Fund, t h e  OAS techn ica l  ass is tance programs, and t h e  UN 
I n t e r i m  Fund f o r  Science and Technology f o r  Development. The 
Department o f  S t a t e  has lead r e s p o n s i b i l i t y  f o r  programs t o  
which t h e  Un i ted  Sta tes  makes an assessed c o n t r i b u t i o n ,  bu t  
i s c l o s e l y  adv ised by t h e  concerned US domestic agency 
concerned 



The U n i t e d  S t a t e s '  Ro le  and P o l i c i e s  

US suppo r t  of development a s s i s t a n c e  t h rough  m u l t i  1  a t e r a l  
i n s t i t u t i o n s  complements i t s  b i l a t e r a l  programs and  enhances 
Amer ican f o r e i g n  p o l i c y  o b j e c t i v e s .  G loba l  development i s  
i n e x t r i c a b l y  1  i nked t o  o u r  s e c u r i t y  c o n s i d e r a t i o n s .  The 
amel i o r a t i o n  of hunger, d i  sea sea  i 1  1  i t e r a c y  a  nd r e s o u r c e  
d e p l e t i o n  i n  deve lop i ng  c o u n t r i e s ,  t o  wh i ch  t hese  UN agenc ies  
and programs devo te  i n c r e a s i  ng a t t e n t i o n ,  reduces  t h r e a t s  t o  
i n t e r n a t i o n a l  s t a b i l i t y .  US suppo r t  f o r  t h e  UN's development  
programs i s  a n  i m p o r t a n t  way i n  wh ich  we can shape and 
i n f l u e n c e  t h e  chang ing  p a t t e r n s  o f  g l o b a l  economic 
coope ra t i on .  By s t r e n g t h e n i n g  t h e  U n i t e d  N a t i o n s '  c a p a c i t y  
t o  a s s i s t  t h e  deve lop i ng  c o u n t r i e s  and f a c i l i t a t e  c o o p e r a t i o n  
among them, o t h e r  i m p o r t a n t  donors  a r e  encouraged t o  
p a r t i c i p a t e ;  t h e  burden  o f  development  a s s i s t a n c e  i s  t h e r e b y  
shared more e q u i t a b l y  among na t i ons ,  d i m i n i s h i n g  
p r o p o r t i o n a t e l y  t h e  US c o n t r i b u t i o n  share. 

B o t h  deve lop i ng  and developed c o u n t r i e s  b e n e f i t  f rom UN 
e f f o r t s  t o  f o c u s  wo r l dw ide  a t t e n t i o n  on  g l o b a l  i s s u e s  o f  
v i t a l  concern. The I n t e r n a t i o n a l  Atomic Energy Agency 
(IAEA), f o r  example, he1 ps reduce wor ldw i  de dependence o n  
f o s s i l  f u e l  and a l s o  a c t s  a s  p r i n c i p a l  p romoter  o f  n u c l e a r  
sa feguards  and n o n p r o l i f e r a t i o n .  The Food and A g r i c u l t u r e  
O r g a n i z a t i o n  (FAO), t h e  Wor ld  Food Program (WFP), and  t h e  
Wor ld Food Counci 1  (WFC) have i nc reas i  n g l y  drawn 
i n t e r n a t i o n a l  a t t e n t i  on t o  t h e  worsen ing  f o o d  s i t u a t i o n .  
Programs such as  t h e  Food S e c u r i t y  Scheme, t h e  FA0 Globa l  
I n f o r m a t i o n  and E a r l y  Warning System, and t h e  I n t e r n a t i o n a l  
F e r t i  1  i z e r  Scheme have been s t a r t e d  t o  address  t h i  s  concern.  
The U n i t e d  N a t i o n s  Envi ronment  Program (UNEP) , i n  
c o l l a b o r a t i o n  w i t h  FA0 and o t h e r  UN agenc ies ,  has  f o r  seve ra l  
y e a r s  worked t o  a m e l i o r a t e  t h e  consequences o f  l a n d  and 
f o r e s t  d e g r a d a t i o n  wh ich  have been h i g h l i g h t e d  i n  t h e  
G loba l  2000 Report .  LINEP/FAO programs on t r o p i c a l  f o r e s t  
c o n s e r v a t i o n  and r e g e n e r a t i o n  a r e  mean ing fu l  responses t o  
t hese  i s s u e s  o f  g l o b a l  concern. The FAO, j o i n t l y  w i t h  t h e  
Wor ld  H e a l t h  O rgan i za t i on ,  has worked o u t  s t anda rds  f o r  
f o o d s t u f f s .  These standards,  a l o n g  w i t h  FAO's da ta  
c o l l e c t i o n ,  a n a l y s i s ,  and d i s s e m i n a t i o n  e f f o r t s ,  se r ve  
i n t e r n a t i o n a l  a g r i c u l t u r a l  t r a d e ,  t h e  U n i t e d  S t a t e s  h a v i n g  
t h e  l a r g e s t  s t ake  i n  t h a t  t r ade .  The weather  da ta  c o l l e c t i o n  
and r e l a t e d  programs o f  t h e  Wor ld  M e t e o r o l o g i c a l  O r g a n i z a t i o n  
(WMO) p r o v i d e  v a l u a b l e  a s s i s t a n c e  t o  t h e  a g r i c u l t u r a l  s e c t o r  
a s  w e l l  a s  t o  t h e  a v i a t i o n  and merchant m a r i n e  i n d u s t r i e s .  
These a r e  o n l y  a  few s a l i e n t  examples of how development 
a s s i s t a n c e ,  s c i e n t i f i c  coope ra t i on ,  educa t i on ,  and resea rch  
by  t h e  UN system se rve  t h e  d i r e c t  i n t e r e s t s  o f  t h e  U n i t e d  
S t a t e s  and promote development i n  o t h e r  c o u n t r i e s .  



UN donors  a r e  pay i ng  i n c r e a s i n g  a t t e n t i o n  t o  t h e  u r g e n t  
needs o f  t h e  p o o r e s t  c o u n t r i e s .  The U n i t e d  S t a t e s  m a i n t a i n s  
a  s t r o n g  c o n t i n u i n g  i n t e r e s t  i n  p rog ress  toward  t h i s  goa l .  

US P a r t i c i p a t i o n  and C o n t r i b u t i o n s  

Programs wh ich  serve  p r i m a r i l y  development  o b j e c t i v e s  
r e c e i v e  t h e  l a r g e s t  sha re  o f  US c o n t r i b u t i o n s  t o  t h e  U n i t e d  
Na t i ons .  These i n c l u d e  t h e  f o l l o w i  ng programs. ( T h i s  
l i s t i n g  i s  no t  an e x h a u s t i v e  summary o f  a l l  development 
r e l a t e d  agenc ies  i n  t h e  UN system):  

The U n i t e d  Na t i ons  Development Program (UNDP) 

The UN Development Program (UNDP), headed by  f o t m e r  US 
Congressman B r a d f o r d  Morse, i s  t h e  m a j o r  i n t e r n a t i o n a l  
i nst rument  f o r  t h e  d e l i  v e r y  o f  mu1 t i l a t e r a l  t e c h n i c a l  
a  s s i  s t ance  programs t o  t h e  deve l  op i  ng wor ld .  S i  nce i t s  
c r e a t i o n  i n  1966, UNDP has p rov i ded  more t h a n  $2.8 b i l l i o n  i n  
t e c h n i c a l  a s s i s t a n c e  t o  o v e r  153 c o u n t r i e s  and t e r r i t o r i e s .  
An a d d i t i o n a l  $1.25 b i l l i o n  i s  a l l o c a t e d  f o r  e x p e n d i t u r e  b y  
t h e  c o n c l u s i o n  o f  t h e  c u r r e n t  f u n d i n g  c y c l e  i n  1981. To 
p r o v i d e  maximum use o f  funds  and a  c e n t r a l i z e d  m o n i t o r i n g  o f  
program impac t  , UNDP imp1 e~nents  i t s  p r o j e c t s  p r i m a r i  1  y 
t h r o u g h  t h e  network o f  UN spec i  a1 i zed agenc ies  and programs, 
e.g., WHO, WMO, and FAO. 

'The UNDP Count ry  Programming p rocess  r e q u i r e s  
c o l l a b o r a t i o n  and commitment f r om  t h e  r e c i  p i e n t  c o u n t r i e s .  
UNDP f i n a n c i a l  i n p u t  t o  a  g i v e n  p r o j e c t  c o n s t i t u t e s  abou t  40% 
o f  t h e  t o t a l  c o s t ,  t h e  ba lance  be ing  p r o v i d e d  b y  t h e  
goverment o f  t h e  r e c i p i e n t  c o u n t r y  i n  c o u n t e r p a r t  
c o n t r i b u t i o n s  o f  cash,  ass ignment  o f  personne l ,  bu i  1 d i  ngs, 
e t c .  On a  wo r l dw ide  bas i s ,  UNDP e x p e n d i t u r e s  f o r  1979 were i n  
t h e  f o l l o w i n g  s e c t o r s :  

- -  a g r i c u l t u r e ,  f o r e s t r y  and f i s h e r i e s  25.9% 
- -  t r a n s p o r t  and communicat ions 12.7% 
- -  i n d u s t r y  11.7% 
- -  development  p o l i c y  and  p l a n n i n g  10.8% 
- -  n a t u r a l  resources  10.8% 
- -  human s e t t l e m e n t s  7.3% 
- -  e d u c a t i o n  6.9% 
- -  employment and o t h e r  s o c i a l  s e r v i c e s  6.7% 
- -  h e a l t h  4.2% 
- -  i n t e r n a t i o n a l  t r a d e  3 .O% 



I l l u s t r a t i v e  examples o f  c u r r e n t  UNDP program a c t i v i t i e s  
i n c l  ude : 

-- Ass is tance t o  t h e  Kingdom o f  Lesotho i n  des ign ing and 
implement i  ng an i n t e g r a t e d  a g r i c u l t u r a l  development 
p r o j e c t  f o r  t h e  s e r i o u s l y  eroded southern p o r t i o n  o f  
t h e  country. 

-- Pre - i  nvestment f e a s i  b i  1  i ty s tud ies  t o  l oca te ,  design, 
f inance,  and cons t ruc t  a  60 megawatt hydro-power 
complex i n  Nepal--as a  f i r s t  s tep  toward tapp ing  
na t i ona l  p o t e n t i a l ,  r a t e d  among t h e  h ighes t  i n  t h e  
world. 

-- Cooperat ion w i t h  t h e  Government o f  Honduras i n  
s e t t i n g  up a  na t i ona l  campaign t o  reduce t h e  50 
percent  i 1  l i t e r a c y  r a t e .  

--  St rengthen ing and expanding c a p a b i l i t i e s  o f  Costa 
R ica ' s  Nat iona l  T r a i n i n g  I n s t i t u t e  t o  c r e a t e  26,000 
new jobs a  y e a r  through equipping r u r a l  workers w i t h  
bas i c  mechanical and r e l a t e d  s k i  11s. 

Rece ip ts  f o r  UNDP's main programs w i l l  amount t o  
approx imate ly  $719 m i l  l i o n  i n  1980; ye t ,  w h i l e  UNDP's program 
cont inues t o  expand, t h e  US share o f  t o t a l  c o n t r i b u t i o n s  has 
dec l i ned  f rom 37.3% ($75 m i l  l i o n )  i n  1968 t o  17.5% ($126.1 
m i l  l i o n )  i n  1980. The r e l a t i v e  c o n t r i b u t i o n s  o f  o t h e r  
donors, e.g., t h e  Nord ic  coun t r i es  and t h e  Netherlands, have 
increased s i g n i f i c a n t l y  du r ing  t h i s  t ime. (The Nether lands,  
f o r  example, wi 11 be meet ing 11% o f  UNDP c o s t s  i n  1980.) 
T h i s  f a c t o r ,  p l u s  t h e  d e c l i n i n g  value o f  US c o n t r i b u t i o n s  i n  
r e a l  t e n s ,  has tended t o  d im in i sh  r e l a t i v e  US i n f l u e n c e  over 
'JNDP p o l i c i e s  and management. 

The Un i ted  Nat ions C h i l d r e n ' s  Fund (UNICEF) 

UNICEF was c rea ted  i n 1946 t o  he lp  d e s t i t u t e  c h i l d r e n  i n  
t h e  wake o f  World War 11. Begun as an emergency program, 
UNICEF had by t h e  1950s evolved i n t o  a  l ong  t e n  v o l u n t a r i l y  
funded program t o  improve t h e  c o n d i t i o n s  o f  c h i l d r e n  i n  
developing count r ies .  UNICEF s t r i v e s  t o  have c h i  1  dren 
recognized as a  vu lne rab le  group and t o  promote cond i t i ons  
which w i l l  enable them t o  become p roduc t i ve  members o f  
soc ie ty .  Today UNICEF works c l o s e l y  w i t h  governments i n  110 
coun t r i es ,  o f t e n  i n  c o l l a b o r a t i n  w i t h  UNDP, WHO, and o t h e r  
m u l t i l a t e r a l  o rgan izat ions.  



Three types o f  coope ra t i  on c h a r a c t e r i z e  UNICEF's work: 
( 1 )  ass i s tance  i n  t h e  p lan  and design o f  bas i c  s e r v i c e s  f o r  
c h i 1  dren; ( 2 )  d e l i  very  o f  supp l i es  and equi pment f o r  these 
se rv i ces ,  and ( 3 )  p r o v i s i o n  o f  funds f o r  t h e  t r a i n i n g  o f  
l o c a l  personnel  needed t o  work on b e h a l f  o f  c h i l d r e n  
( teachers ,  n u t r i t i o n i s t s ,  h e a l t h  and s a n i t a t i o n  workers, 
e tc . )  

Specia l  emphasis i s  g i v e n  t o  he lp ing  t h e  poores t  o f  t h e  
poor  t o  meet bas ic  human needs. [JNICEF programming devotes a  
major  p o r t i o n  o f  i t s  resources t o  c h i l d r e n  i n  t h i s  
ca tegory ,  and UNICEF has, i n  c o l l a b o r a t i o n  w i t h  WHO, 
pioneered concepts o f  "p r imary  h e a l t h  care"  and o t h e r  "bas i c  
s e r v i c e s "  i n  r u r a l  areas. The importance o f  s e l f - h e l p  and 
d i r e c t  p a r t i c i p a t i o n  by t h e  needy i n  improv ing t h e i r  
c o n d i t i o n s  i s  emphasized. 

I l l u s t r a t i v e  examples o f  recen t  UNICEF a c t i v i t i e s  are :  

--  Programs t o  supp ly  c l e a n  water  and improve s a n i t a t i o n  
i n  90 coun t r i es .  Over 15.5 m i l  l i o n  people (40% o f  
them c h i l d r e n )  b e n e f i t e d  f rom UNICEF-assisted 
i n s t a l  l a t i o n  o f  more than  75,200 pure  wa te r  supp ly  
systems. 

-- App l i ed  n u t r i t i o n  programs i n  104,400 v i l l a g e s ,  
i n v o l v e d  w i t h  equ ipp ing n u t r i t i o n  cen te rs  and 
demonst ra t ion  areas, community and school orchards 
and gardens, f i s h  and p o u l t r y  ha tcher ies ,  and seed 
p r o d u c t i o n  u n i t s .  

-- Equi pp i  ng more than 83,100 p r imary  schools, secondary 
schools and t e a c h e r - t r a i n i n g  i n s t i t u t i o n s ,  and 1,000 
voca t i ona l  t r a i n i n g  cen te rs  w i t h  modern teach ing  
a i d s - - i  nc lud i  ng maps, globes, sc ience k i t s ,  
b lackboards,  desks, re fe rence  books and a u d i o v i s u a l  
m a t e r i a l s .  

-- Supply ing equipment t o  more than 13,600 c h i l d  w e l f a r e  
and day-care centers ,  1,300 y o u t h  cen te rs  and c lubs,  
and 3,700 women's cen te rs  o r  cooperat ives.  



I n  1980 UNICEF rece ived $250 m i  1  l i o n  (exc lud ing  separate 
Kampuchean r e l i e f  program funds) i n c l u d i n g  some $50 m i l  l i o n  
f rom p r i v a t e ,  nongovernmental sources. UNICEF program 
a c t i v i t i e s  f o r  t h e  same y e a r  were i n  t h e  f o l l o w i  ng areas: 

-- C h i l d  h e a l t h  26.8% 
- -  Water supp l i es  19.3% 
--  Soc ia l  w e l f a r e  se rv i ces  f o r  ch i1  dren 15.6% 
- -  Formal educat ion 14.7% 
- -  Family p lanning and o t h e r  10.0% 
- -  C h i l d  n u t r i t i o n  9.8% 
- -  Non-formal educat ion 3.8% 

The US Government has been a  prime suppor ter  o f  UNICEF 
s ince  i t s  i ncep t ion ,  and t h e  UNICEF Execut ive  D i r e c t o r  
( c u r r e n t l y  James Grant)  i s  an American na t i ona l .  Al though 
t h e  Un i ted  Sta tes  has been t h e  l a r g e s t  s i n g l e  c o n t r i b u t o r  
u n t i l  recent  t imes, i t s  p r o p o r t i o n a l  share dec l i ned  f rom 69% 
i n t h e p o s t w a r p e r i o d t o a n e s t i m a t e d 1 5 % i n 1 9 8 0 .  I n 1 9 8 0  
Sweden succeeded t h e  Uni ted S ta tes  as t h e  l a r g e s t  s i n g l e  
donor, w i t h  an o f f i c i a l  c o n t r i b u t i o n  o f  $35 m i l l i o n  compared 
t o  t h e  US c o n t r i b u t i o n  o f  $34.6 m i l l i o n .  I n  1979, UNICEF 
rece ived  $16.5 m i  1  l i o n  from p r i v a t e  American donors. 

The World Hea l th  Organ izat ion  (WHO) 

The World Hea l th  Organ izat ion  f u n c t i o n s  as  t h e  
c o o r d i n a t i n g  a u t h o r i t y  on i n t e r n a t i o n a l  p u b l i c  h e a l t h  and 
works t o  b u i l d  s t rong  na t i ona l  h e a l t h  serv ices  t o  enable 
i n d i v i d u a l  c o u n t r i e s  t o  meet essen t ia l  h e a l t h  needs through 
t h e i r  own domestic program capaci ty.  Since i t s  f o rma t ion  i n  
1948, WHO has worked t o  e rad i ca te  endemic and o t h e r  
widespread d i  seases i nc lud i  ng smal l  pox, malar ia ,  
t ube rcu los i s ,  and venereal d i  seases. It has promoted t h e  
wor ldwide planning o f  h e a l t h  serv ices ,  p a r t i c u l a r l y  i n  t h e  
areas o f  n u t r i t i o n ,  immunization, env i ronnenta l  s a n i t a t i o n ,  
maternal and c h i l d  care, and mental hea l th .  I t s  exper ts  have 
generated advanced programs which t r a i  n  community h e a l t h  
workers, and r e t r a i n  medical and paramedical personnel i n  low 
cos t  techno1 ogi  es. These programs have produced remarkable 
ga ins  f o r  t h e  t r a d i t i o n a l l y  underserved r u r a l  and t r o p i c a l  
areas which a r e  p a r t i c u l a r l y  prone t o  outbreaks o f  h i g h l y  
communicable d i  seases. WHO has worked most e f f e c t i v e l y  i n  
deve lop ing i n t e r n a t i o n a l  standards f o r  medical d iagnos t i c  



procedures and promot i  ng t h e  adopt ion of these r e g u l a t i o n s  
w i t h  respect  t o  food, b i o l o g i c a l ,  and pharmaceutical 
products.  The Organ iza t i on  i s  h i g h l y  p r o f i c i e n t  i n  i t s  
emergency response c a p a b i l i t i e s ,  worki ng w i t h  numerous 
i nte rna t i ona l  o rgan iza t i ons  i n  p r o v i d i  ng personnel and 
supp l i es  on sho r t  n o t i c e  t o  d i s a s t e r  areas around t h e  globe. 

A  major  s h i f t  o f  emphasis i n  WHO s t r a t e g y  occurred i n  
1977 when t h e  World Hea l th  Assembly adopted an ambi t ious  new 
goal f o r  t h e  Organ iza t i on  -- "Heal th  f o r  a l l  by t h e  yea r  2000" 
o r ,  more s p e c i f i c a l l y  s ta ted,  a t ta inmen t  by t h e  w o r l d ' s  
popu la t i on  by 2000 o f  a  l e v e l  o f  h e a l t h  t h a t  wi 11 pe rm i t  
s o c i a l  l y  and economical l y  p roduc t i ve  l i f e .  T h i s  goal  has 
s t r u c k  a  responsive chord i n  i n d u s t r i a l i z e d  as  w e l l  as  
developing count r ies .  It i s  s t i m u l a t i n g  governments t o  beg in  
fil l i n g  v i t a l  gaps i n  t h e i r  respec t i ve  h e a l t h  serv ices .  

T h i s  s h i f t  i n  WHO's emphasis t o  p o l i t i c a l  advocacy on 
b e h a l f  o f  e q u i t y  i n  h e a l t h  ca re  evidences a  r e c o g n i t i o n  t h a t  
s o l u t i o n s  t o  h e a l t h  problems 1  i e  more w i t h i n  t h e  a f f e c t e d  
c o u n t r i e s  than  i n  Geneva. Whi le  t h i s  s h i f t  i s  no t  
in tended t o  undermine WHO's major  d isease e r a d i c a t i o n  
programs (among which t h e  g loba l  e r a d i c a t i o n  o f  smallpox has 
been an outs tand ing achievement), t h e  c e n t r a l  r o l e  o f  WHO i s  
e v o l v i n g  f rom p r i m a r i l y  t h e  p r o v i s i o n  o f  t e c h n i c a l  ass i s tance  
t o  one o f  coord i  n a t i o n  and devel  opment o f  new method01 ogi  es. 
St rengthen ing ind igenous h e a l t h  management and p lann ing  
c a p a c i t i e s  i n  developing c o u n t r i e s  i s  a  main f e a t u r e  o f  t h i s  
new d i r e c t i o n ,  w i t h  WHO p r o v i d i n g  t r a i n i n g ,  he1 p ing  h e a l t h  
m i n i s t r i e s  t o  i d e n t i f y  p r i o r i t y  h e a l t h  problems, and he1 p ing  
member c o u n t r i e s  t o  o b t a i n  and use ex te rna l  ass is tance.  As 
a n  example o f  developing new approaches t o  ch ron ic  problems, 
WHO t r a i  n i  ng a c t i v i t i e s  a r e  becoming focussed on upgradi  ng 
t h e  s k i l l s  o f  indigenous a u x i l i a r y  h e a l t h  personnel r a t h e r  
than  r e l y i n g  e x c l u s i v e l y  on small numbers o f  doc to rs  and 
nurses. T h i s  new p o l i c y  has t h e  f u l l  encouragement o f  t h e  
US Government. 

Whi le t h e  "Heal th  f o r  A l l "  s t r a t e g y  h i g h l i g h t s  t h e  needs 
o f  neglected people w i t h i n  developing coun t r i es ,  WHO i s  a l s o  
concerned w i t h  h e a l t h  problems o f  a  un i ve rsa l  nature.  It has 
begun work on a  code f o r  t h e  market ing  o f  i n f a n t  formula and 
i s  g i v i n g  i n c r e a s i n g  a t t e n t i o n  t o  t h e  h e a l t h  hazards o f  
smoki ng. Drug abuse and access t o  c lean  water  and s a n i t a t i o n  
a r e  o t h e r  programs o f  major  concern t o  WHO. 



WHO has t h e  l a r g e s t  r e g u l a r  budget  ($214 m i l l i o n  i n  1980) 
o f  any UN S p e c i a l i z e d  Agency and, i n  a d d i t i o n ,  expec t s  t o  
r e c e i v e  more t h a n  $180 m i l l i o n  f r om  e x t r a  budge ta r y  sources 
such as UNDP, UNFPA, member governments, and p r i v a t e  
agenc i  es. 

The U n i t e d  Na t i ons  C a p i t a l  Development Fund (UNCDF) 

UNCDF was c r e a t e d  i n  1966 f o r  t h e  purpose o f  p r o v i d i n g ,  
on a  g r a n t  bas i s ,  seed money f o r  c a t a l y t i c  demons t ra t i on  
p r o j e c t s  f o r  t h e  poo res t  peop le  i n  t h e  poo res t  c o u n t r i e s .  
Ope ra t i ng  under  t h e  a d m i n i s t r a t i o n  o f  t h e  UN Development 
Program, t h e  UNCDF suppo r t s  s e l f  h e l p  p r o j e c t s  t o o  smal l  f o r  
t h e  m u l t i l a t e r a l  development banks t o  f u n d  and promotes t h e  
a p p l i c a t i o n  o f  a p p r o p r i a t e  t echno logy  concepts.  By t h e  c l o s e  
o f  1979, UNCDF was a s s i s t i n g  133 p r o j e c t s  i n  32 c o u n t r i e s .  
P r o j e c t  app rova l s ,  t o t a l i n g  $41.2 m i l l i o n  i n  1979, r e f l e c t e d  
t h e  f o l  l o w i  ng emphases: 

--  D r i  n k i  ng w a t e r  s u p p l i e s  
-- A g r i c u l t u r a l  p r o d u c t i o n  
-- Smal l  i n d u s t r i e s  
- -  Rura l  h e a l t h  and n u t r i t i o n  
--  Low c o s t  hous ing  
-- Rura l  f e e d e r  roads  
- -Rura l  s choo l s  
--  Rura l  e l e c t r i f i c a t i o n  
- -  S o c i a l  w e l f a r e  
--  T ranspo r t  and communicat ions 

UNCDF p r i o r i t i e s  c o i n c i d e  w i t h  US i n t e r e s t s  i n  b r i n g i n g  
g r a s s - r o o t s  1  eve1 a s s i s t a n c e  t o  t h e  poo res t  peop le  w i t h  
emphasis on  a p p r o p r i a t e  1  i g h t  c a p i t a l  techno1 og i  es. The 
U n i t e d  S t a t e s  became a  c o n t r i b u t o r  i n  1978 w i t h  a  p ledge  o f  
$2 m i l l i o n ,  wh ich  was renewed f o r  t h e  same amount i n  1979 and 
1980. 

I n t e r n a t i o n a l  Fund f o r  A g r i c u l t u r a l  Development (IFAD) 

The I n t e r n a t i o n a l  Fund f o r  A g r i c u l t u r a l  Development 
(IFAD) i s  d e s c r i b e d  i n  t h e  nex t  s e c t i o n  o f  t h i s  r e p o r t .  

O ther  Programs 

There  a r e  a number o f  o t h e r  LIN agenc ies  wh ich  a r e  
i n v o l v e d  i n  t h e  development p rocess  t h r o u g h  t h e  p r o v i s i o n  o f  
t e c h n i c a l  and h u m a n i t a r i a n  a s s i s t a n c e ,  and  p romo t i ng  
s c i e n t i f i c  coope ra t i on ,  educa t i on ,  t r a i n i n g  and research.  



These i n c l  ude : 

The Wor ld Food Program (WFP) has, s i n c e  i t s  e s t a b l i s h m e n t  
u n d e r  j o i n t  UNIFAO a u s p i c e s  i n  1962, s e r v e d  a s  t h e  p r i n c i p a l  
mu1 t i  l a t e r a l  agency p r o v i d i n g  f o o d  a i d  i n  s u p p o r t  o f  
a g r i c u l t u r a l  and r u r a l  development  i n  d e v e l o p i n g  c o u n t r i e s .  
Suppor ted  by  t h e  U n i t e d  S t a t e s  and more t h a n  100  o t h e r  donor  
c o u n t r i e s ,  WFP under took  new p r o j e c t s  i n  1979 t o t a l l i n g  $430 
m i l l i o n .  Food a s s i s t a n c e  was p r o v i d e d  t o  3 0  c o u n t r i e s  f o r  a  
t o t a l  v a l u e  o f  $96 m i l  l i o n .  

UN S o u t h e r n  A f r i c a  D e v e l o ~ m e n t  Proarams c o n s i s t  o f  t h r e e  
programs i n  Sou thern  A f r i c a ,  i n c l u d i n g  t h e :  UN I n s t i t u t e  f o r  
Namib ia w h i c h  o p e r a t e s  a  t r a i n i n g  c o u r s e  t o  p r e p a r e  young 
Nami b i a n s  i n  c i v i l  a d m i n i s t r a t i o n  i n  a n t i c i ~ a t i o n  o f  t h e i r  
c o u n t r y ' s  t r a n s i t i o n  t o  independence; UN ~ d b c a t i o n a l  and  
and  T r a i  n i  ng Program f o r  S o u t h e r n  A f r i c a  w h i c h  o p e r a t e s  
s c h o l a r s h i p s  f o r  A f r i c a n s  i n  m i n o r i t y  r u l e d  t e r r i t o r i e s ;  and,  
t h e  UN T r u s t  Fund f o r  Sou th  A f r i c a  w h i c h  a s s i s t s ,  t h r o u g h  
p r i v a t e  o r g a n i z a t i o n s ,  v i c t i m s  o f  d i s c r i m i n a t i o n  i n  Sou th  
A f r i c a .  

The UN Decade f o r  Women s u p p o r t s  improvements i n  t h e  
s t a t u s  o f  women and t h e i r  i n c r e a s e d  p a r t i c i p a t i o n  i n  t h e  
d e v e l  opment process.  

The I n t e r n a t i o n a l  L a b o r  O r g a n i z a t i o n  ( ILO)  i s  a  l e a d  
agency  i n  t h e  UN system f o r  t e c h n i c a l  a s s i s t a n c e  programs 
r e l a t i n g  t o  b o t h  u r b a n  and  r u r a l  employment c r e a t i o n  i n  
d e v e l  o p i  ng c o u n t r i e s .  The ILO p r o v i d e s  t e c h n i c a l  a s s i  s t a n c e  
programs i n  v o c a t i o n a l  t r a i n i n g  and  management, employment 
p r o m o t i o n ,  i n d u s t r i a l  r e l a t i o n s ,  l a b o r  a d m i n i s t r a t i o n ,  w o r k e r  
e d u c a t i o n ,  w o r k i  ng c o n d i t i o n s  and env i ronments ,  s o c i a l  
s e c u r i t y ,  and s e c t o r a l  a c t i v i t i e s  i n c l u d i  ng c o o p e r a t i v e s ,  
h o t e l  and t o u r i s m  t r a i n i n g ,  a n d  t r a i n i n g  f o r  m a r i t i m e  
workers .  The f u n d i  ng l e v e l  f o r  ILO t e c h n i c a l  a s s i s t a n c e  was 
a p p r o x i m a t e l y  $95 m i l  l i o n  i n  1980. 

I n  F e b r u a r y  1980 P r e s i d e n t  C a r t e r ,  w i t h  t h e  s u p p o r t  o f  
Amer ican t r a d e  u n i o n s  and emp loyer  o r g a n i z a t i o n s ,  announced 
t h e  US d e c i s i o n  t o  r e j o i n  t h e  ILO. P r e s i d e n t  C a r t e r  n o t e d  
t h a t  t h e  ILO, t h e  o n l y  UN S p e c i a l i z e d  Agency w i t h  o f f i c i a l  
p a r t i c i p a t i o n  by  w o r k e r  and emp loyer  a s  we1 1  a s  government  
d e l e g a t e s ,  had t a k e n  s t e p s  t o  s t r e n g t h e n  t h e  independence o f  
w o r k e r  and emp loyer  d e l e g a t e s ;  had u n d e r t a k e n  i n v e s t i g a t i o n s  
o f  human r i g h t s  v i o l a t i o n s  i n  a  number o f  c o u n t r i e s  i n c l u d i n g  
t h e  S o v i e t  Union;  and  had g e n e r a l l y  r e d u c e d  t h e  l e v e l  o f  
p o l i t i c i z a t i o n  i n  t h i s  o r g a n i z a t i o n .  



Ma jo r  UN Sponsored Development Conferences i n  1980 

- -  The f i r s t  h i g h  l e v e l  meet ing  o f  t h e  Review 
o f  Techn i ca l  Coope ra t i on  Among Deve lop ing  C o u n t r i e s  
(TCDC) t o o k  p l a c e  i n  Geneva f r a n  26 May t o  2 June. One 
hundred f i f t e e n  c o u n t r i e s  a t t e n d e d  t h i s  f o l l o w - u p  mee t i ng  
t o  t h e  1978 TCDC con fe rence  i n  Buenos A i r e s  and r e p o r t e d  
o n  p r o g r e s s  made s i n c e  1978. The consensus was t h a t  TCDC 
i s  now e s t a b l i s h e d  as an i m p o r t a n t  means f o r  b u i l d i n g  
n a t i o n a l  and c o l l e c t i v e  s e l f - r e l i a n c e  and f o r  f o s t e r i n g  
economic and s o c i a l  development. 

-- Wor ld Conference on UN Decade f o r  Women The 
purpose  o f  t h e  Conference, which t o o k  p l a c e  i n  Copenhagen 
i n  J u l y ,  was t o  assess p rog ress  made towards  advanc ing  
t h e  s t a t u s  o f  women, w i t h  p a r t i c u l a r  r e f e r e n c e  t o  t h e  
g o a l s  o f  e q u a l i  ty, p a r t i c i  p a t i o n  i n  development and peace 
d u r i n g  t h e  f i r s t  h a l f  o f  t h e  UN Decade (1975-80), and t o  
development  o f  a  program o f  a c t i o n  a t  n a t i o n a l ,  r e g i o n a l ,  
and w i d e r  i n t e r n a t i o n a l  l e v e l s  o f  c o o p e r a t i o n  f o r  t h e  
second h a l f  o f  t h e  Decade. It was w i t h  c o n s i d e r a b l e  
d i sappo in tmen t  t h a t ,  on  t h e  b a s i s  o f  t h e  r e p o r t s  and 
o t h e r  documenta t ion  p repared  f o r  t h e  Conference,  
p a r t i c i  pan t s  d e t e n n i  ned t h a t  t h e r e  had been no r e a l  
p rog ress  f o r  women i n  such s e c t o r s  a s  educa t i on ,  
employment and h e a l t h ,  and  t h a t  t h e  wo r l dw ide  s i t u a t i o n  
o f  women had, i n f a c t ,  worsened d u r i n g  t h e  p e r i o d  
1975-1980. A  program o f  a c t  i o n  was subsequent1 y adopted,  
a l o n g  w i t h  48  r e l a t e d  r e s o l u t i o n s .  U n f o r t u n a t e l y ,  
because o f  t h e  i n c l u s i o n  o f  seve ra l  paragraphs  o f  
unaccep tab le  language conce rn i ng  t h e  M i d d l e  East  
s i t u a t i o n ,  t h e  US d e l e g a t i o n  was o b l i g a t e d  t o  v o t e  
a g a i n s t  t h e  Program o f  Ac t i on .  The U n i t e d  S ta tes ,  wh ich  
i n i t i a t e d  t h e  i d e a  o f  t h e  UN Decade f o r  Women, remains  
s t r o n g l y  commi t ted  t o  t h e  g o a l s  o f  t h e  Decade and w i l l  
c o n t i n u e  t o  p a r t i c i p a t e  i n  t h e  second h a l f  o f  t h e  
Decade's a c t i v i t i e s  i n  accordance w i t h  t h e  Wor ld  P l a n  o f  
A c t i o n  adopted a t  Mexico C i t y  i n  1975. 

-- E l e v e n t h  S p e c i a l  Sess ion  o f  t h e  UN General  Assembly 

The Spec ia l  Sess ion  met i n  August 1980 w i t h  t h e  dua l  g o a l s  o f  
c o m p l e t i n g  t h e  I n t e r n a t i o n a l  Development S t r a t e g y  ( IDS)  f o r  t h e  
T h i r d  Development Decade and l a u n c h i n g  t h e  g l o b a l  
n e g o t i a t i o n s .  The IDS--a gene ra l  b l u e p r i n t  f o r  
deve l  opment expoundi ng i n t e r n a t  i ona l  deve l  opment g o a l  s  



and asp i  r a t i o n s  f o r  t h e  1980s as we1 1 as p o l i c y  measures 
t o  achieve them i n  v i r t u a l l y  eve ry  sub jec t  area o f  t h e  
North-South dialogue--was pu t  i n t o  f i n a l  form f o r  
adop t i on  by t h e  General Assembly a t  i t s  35 th  Session. 
The Special  Session was unable t o  reach agreement on 
procedures f o r  launch ing a round o f  g l o b a l  nego t i a t i ons ,  
and t h a t  i t e m  was c a r r i e d  over  i n t o  t h e  r e g u l a r  sess ion 
o f  t h e  General Assembly. 

(See Sec t i on  11. E. on t h e  North-South Dialogue f o r  more 
d e t a i l  .) 



I V .  B. 2. THE INTERNATIONAL FUND FOR AGRICULTURAL DEVELOPMENT 

The World Food Conference, h e l d  i n  Rome i n  1974, adopted 
a  number o f  r e s o l u t i o n s  c a l l i n g  f o r  a c t i o n s  t o  enhance wor ld  
food s e c u r i t y ,  promote food p roduc t i on  i n  t h e  developi  ng 
coun t r i es ,  and increase ass is tance by t h e  i n t e r n a t i o n a l  
community i n  a  common e f f o r t  t o  a t t a c k  t h e  problem o f  hunger. 
I n  l i g h t  o f  t h e  urgent  need t o  deal w i t h  e x i s t i n g  and 
p rospec t i ve  food shortages, t h e  Conference reso lved t h a t  an 
I n t e r n a t i o n a l  Fund f o r  A g r i c u l t u r a l  Development (IFAD) should 
be es tab l i shed  t o  f i nance  a g r i c u l t u r a l  development p r o j e c t s ,  
p r i m a r i l y  f o r  food p roduc t i on  i n  t h e  l e a s t  developed 
count r ies .  

As one o f  t h e  World Food Conference's most a c t i v e  
p a r t i c i p a n t s ,  t h e  Uni ted Sta tes  supported t h i s  r e s o l u t i o n .  
Subsequently, w i t h  t h e  support  o f  t h e  Uni ted States,  t h e  7 t h  
Special  Session o f  t h e  UN General Assembly i n 1975 
i ncorporated i n i t s  r e s o l u t i o n  on development and econornic 
cooperat ion  a  c a l l  f o r  t h e  establ ishment o f  IFAD. 

Inaugurated i n December 1977, t h e  I n t e r n a t i o n a l  Fund f o r  
A g r i c u l t u r a l  Development i s  a  spec ia l i zed  agency o f  t h e  
Un i ted  Nat ions,  whose purpose i s  t o  m o b i l i z e  resources f o r  
a g r i c u l t u r a l  loans and g ran ts  i n  developing member s ta tes .  
IFAD g i v e s  h ighes t  p r i o r i t y  t o  p r o j e c t s  i n  t h e  poorest  food 
d e f i c i t  c o u n t r i e s  and concent ra tes  i t s  resources on 
a c t i v i t i e s  t h a t  a s s i s t  smal l  farmers and land less  poor. 

US P a r t i c i p a t i o n  and Con t r i bu t i ons  

Uni ted States support f o r  IFAD d e r i v e s  from f o u r  US 
i n t e r e s t s :  

--  Inc reas ing  t o t a l  resources a v a i l a b l e  t o  a1 l e v i a t e  
pover ty ,  hunger, and ma1 n u t r i  t i  on; 

-- Employing t h e  l and less  poor; 

--  Improvi  ng r e l a t i o n s  w i t h  t h e  developing nat ions;  

-- Inc reas ing  t h e  p a r t i c i  p a t i  on o f  non-OECD donors, 
p a r t i c u l a r l y  t h e  OPEC count r ies ,  i n  p r o v i d i n g  
mu1 t i  l a t e r a l  resources f o r  development. 



A l t h o u ~ h  t h e  Fund makes a modest c o n t r i b u t i o n  t o  t h e  
o v e r a l l  flo; of resource requirements,  IFAD has been a 
p a r t i c u l a r l y  impor tan t  development i nstrument because o f  t h e  
unique e x t e n t  o f  t h e  involvement by OPEC members as major  
donors. S i m i l a r l y ,  IFAD i s  a l s o  an i n s t i t u t i o n  t h a t  more 
advanced devel op i  ng c o u n t r i e s  may support  w i t h  t h e i  r own 
a s s i  stance. 

I n  bo th  respects ,  t h e  resources t h a t  IFAD has generated 
f o r  e q u i t a b l e  development have been a d d i t i o n a l  t o  those t h a t  
would o therwise  be a v a i l a b l e .  T h i s  may n o t  be immedia te ly  
apparent  w i t h  respect  t o  OPEC funds s ince  t h e  i n d i v i d u a l  OPEC 
c o n t r i b u t i o n s  were channel l e d  th rough t h e  OPEC Spec ia l  Fund. 
I n  r e a l i t y ,  t h e  OPEC Special  Fund has served m a i n l y  a s  a 
condu i t  f o r  t h e  c o n t r i b u t i o n s  o f  t h e  i n d i v i d u a l  OPEC 
members. 

The U n i t e d  Sta tes  prov ided s t r o n g  l eade rsh ip  i n  IFAD 
f rom an e a r l y  stage. I n  September 1975, Ambassador Moynihan 
announced t o  t h e  UN General Assembly t h e  US commit~nent t o  
seek a u t h o r i z a t i o n  o f  a d i r e c t  $200-mi l  li on c o n t r i b u t i o n  t o  
t h e  Fund, p rov ided t h a t  o thers  would add t h e i r  support  f o r  a 
combined goal o f  a l e a s t  $1 b i l l i o n .  T h i s  announcement was a 
d e c i s i v e  s tep towards t h e  c r e a t i o n  o f  IFAD. 

I n  December 1975, t h e  Congress recognized t h e  p o t e n t i a l  
o f  IFAD by  a u t h o r i z i n g  t h e  P r e s i d e n t ' s  request  t o  p a r t i c i p a t e  
i n  IFAD and t o  c o n t r i b u t e  up t o  $200 m i l l i o n  (PL 94-161, Sec. 
302). Approval was c o n d i t i o n a l  on s a t i s f a c t o r y  agreement on 
t h e  Fund's A r t i c l e s  o f  Agreement w i t h  a rev iew  by r e l e v a n t  
Congressional Commi t t e e s ,  and on commi tments t o  IFAD 
t o t a l  li ng a t  l e a s t  $1 b i  1 l i o n  w i t h  e q u i t a b l e  burden-shar ing 
among t h e  d i f f e r e n t  ca tego r ies  o f  c o n t r i b u t o r s .  

The $200 mi 1 li on pledge t o  t h e  Fund by t h e  Un i ted  S ta tes  
has been p a i d  i n  t h r e e  annual i n s t a l l m e n t s  i n  t h e  form o f  
non-negot iable,  non - i n te res t  bea r i ng  l e t t e r s  o f  c r e d i t .  
Actual  cash disbursements from t h e  U n i t e d  S ta tes  amounts t o  
l e s s  than  $20 m i l  l i o n .  Th i s  represents  t h e  US share o f  a 
draw down from a l l  donors on a p r o  r a t a  bas i s  a t  t h e  t i m e  o f  
t h e  Fund's f i r s t  c a l l  f o r  a resource drawing. A second draw 
down approved a t  t h e  end o f  1980 wi 11 r e s u l t  i n  a f u r t h e r  
disbursement o f  $10 m i l l i o n  i n  e a r l y  1981. 



W i t h i n  t h e  US government, IDCA has been respons ib le  f o r  
p o l i c y  c o o r d i n a t i o n  and determinat ions w i t h  regard t o  US 
i n t e r e s t s  i n  IFAD. IDCA a1 so prov ided t h e  US rep resen ta t i on  
a t  t h e  Governing Counci 1  and Execut ive Board meetings o f  t h e  
Fund. The Deputy D i r e c t o r  o f  IDCA served as  US Governor a t  
t h e  December 1980 meeting o f  t h e  Governi ng Counci 1  , and 
represents  t h e  US on IFAD's Execut ive Board. 

I n  reaching p o l i c y  dec is ions on IFAD, IDCA was ass is ted  
by several  d i  f f e r e n t  i nter-agency groups. IFAD p ro jec ts ,  f o r  
example, were reviewed f o r  economic and techn ica l  soundness 
by t h e  Treasury-chai red worki ng group on mu1 t i l a t e r a l  
assistance. I n  a d d i t i o n ,  a l l  IFAD p r o j e c t s  were submitted t o  
t h e  State-chai  red human r i g h t s  committee f o r  detenni  na t ions  
i n  accordance w i t h  US human r i g h t s  p o l i c i e s .  For IFAD p o l i c y  
issues i n  general , an ad hoc group o f  i n t e r e s t e d  agencies 
(Sta te ,  Treasury, USDA, and AID) r e g u l a r l y  p a r t i c i  pated i n 
rev iewing and c l e a r i n g  US pos i t ions.  

MAJOR DEVELOPMENTS I N  1980 

During 1980, IFAD approved loans t o t a l l i n g  $384 m i l l i o n  
f o r  27 p r o j e c t s ,  compared t o  23 p r o j e c t s  i n  1979 and 10 i n  
1978. I n  a d d i t i o n ,  t e c h n i c a l  ass is tance g ran ts  t o t a l l i n g  $15 
mi I l i o n  were a1 so approved du r ing  t h e  year. O f  t h e  27 
p r o j e c t s  approved i n  1980, 12 were i n  A f r i c a ,  10 i n  Asia, and 
5  i n  L a t i n  America. E i g h t  o f  t h e  p r o j e c t s  can be c l a s s i f i e d  
as  r u r a l  development p r o j e c t s  i n which e f f o r t s  t o  increase 
a g r i c u l t u r a l  p roduc t ion  a r e  being combined w i t h  r e l a t e d  bas ic  
serv ices,  e.g., po tab le  v i l l a g e  water, designed t o  improve 
t h e  cond i t i ons  o f  l i f e  o f  t h e  poor as w e l l  as t h e i r  
p r o d u c t i v i t y .  I n  t h e  case o f  p r o j e c t s  i n  E th iop ia ,  N ige r ,  
Pakistan, S r i  Lanka, Tun is ia  and Zaire,  t h e  major emphasis i s  
on promoting more r a p i d  a g r i c u l t u r a l  growth through t h e  
e s s e n t i a l  a g r i c u l t u r a l  i nputs and serv ices and on 
s t rengthen ing t h e  i n s t i t u t i o n a l  framework f o r  a g r i c u l t u r a l  
p roduc t ion  and marketing. I r r i g a t i o n  cont inues t o  be an 
impor tant  element i n  IFAD lending. For p r o j e c t s  i n  
Bangladesh, Bhutan, Egypt, Guinea, I n d i a ,  Maur i tan ia  and 
Sudan, t h e  main e f f o r t  i s  t o  rehah i l  i t a t e  o r  improve e x i s t i n g  
i r r i g a t i o n  works t o  make them more e f f i c i e n t  and expand t h e  
i r r i g a t e d  coverage. I n  each case, spec ia l  a t t e n t i o n  i s  be ing 
pa id  t o  water management and a g r i c u l t u r a l  se rv i ces  t o  assure 
t h a t  t h e  p ro jec ted  i ncreased p roduc t ion  a c t u a l l y  
ma te r ia l i zes .  



A g r i c u l t u r a l  c r e d i t  f o r  smal l  farmers i s  t h e  main 
element i n p r o j e c t s  approved f o r  Bangladesh, Dominica, 
Lesotho, Nepal and Peru. A number o f  o the r  p r o j e c t s  approved 
i n  1980 a l s o  had a  c r e d i t  component. T r a d i t i o n a l l y ,  
a g r i c u l t u r a l  c r e d i t  has gone t o  large-and medium-size farms. 
I n  t h e  c r e d i t  p r o j e c t s  f inanced i n  1980, IFAD has cont inued 
i t s  spec ia l  e f f o r t s  t o  change t h i s  p a t t e r n  i n  f a v o r  o f  small 
farmers. Where appropr ia te ,  IFAD has prescr ibed s p e c i f i c  
cond i t i ons  s t i p u l a t i n g  t h a t  a  maximum p o r t i o n  o f  t h e  funds 
a v a i l a b l e  be provided t o  farmers c u l t i v a t i n g  a  s p e c i f i c  
maximum acreage. Add i t i ona l  ly, supplemental resources, i n 
both  1  oan and g ran t  form, a r e  being used t o  f i nance  the  
rec ru i tmen t  and t r a i n i n g  o f  l o c a l  agents t o  a s s i s t  small 
farmers i n  us ing c r e d i t  e f f e c t i v e l y .  

Two cred i  t p r o j e c t s  approved i n 1980-- for  Bangladesh and 
Nepal - -warrant speci a1 menti on. The p r o j e c t  i n  Bangladesh 
marks IFAD's f i r s t  at tempt t o  p rov ide  c r e d i t  t o  s t i m u l a t e  
smal l -sca le  p r i v a t e  i n i t a t i v e s  o f f  t h e  farm but  i n  r u r a l  
areas. Though i t  i s  a  smal l  element o f  t h e  p r o j e c t ,  t h i s  
p r i v a t e  sec to r  component may prov ide a model f o r  r e p l i c a t i o n  
i n  Bangladesh and elsewhere i n  South Asia. The p r o j e c t  i n  
Nepal c a l l s  f o r  t h e  o rgan iza t ion  o f  small farmers and t h e  
land less  poor i n t o  cooperat ive  groups t o  c a r r y  ou t  common 
economic a c t i  v i  ti es. These groups wi 11 enjoy g rea te r  access 
t o  c r e d i t  and extens ion serv ices than poss ib le  as 
i nd iv idua ls ,  o b t a i n  b e n e f i t s  from a  l a r g e r  sca le  o f  
operat ions,  and rece ive mutual support .  

A s  o f  t h e  end o f  1980, t h e  cumulat ive t o t a l  o f  IFAD 
loans approved dur ing t h e  Fund's f i r s t  t h r e e  years  o f  
operat ions amounted t o  $885 m i l l i o n .  Th is  represents  a  t o t a l  
o f  60 loans t o  48 c o u n t r i e s  - -  22 i n  A f r i c a ,  13 i n Asia and 
13 i n  L a t i n  America. The reg iona l  d i s t r i b u t i o n  o f  these 
loans i s  shown i n  t h e  fo l l ow ing  t a b l e :  



REGIONAL DISTRIBUTION OF IFAD LOANS: 1978-80 

1978 - 1979 - 1980 TOTAL - 
REGION No. US$(M) No. US$(M) No. US$(M) NO=$ (M)  

A f r i c a  2  15.8 10  126.3 12 161.5 24 303.6 

As ia  & 
Near East 5  82.5 8  211.7 10  151.5 23 445.7 

L a t i n  
America - 3  19.3 - 5  46.6 - - 5 69.5 - - 13 135.4 - - 

I n  a d d i t i o n  t o  these 60 loans, IFAD a l s o  p rov ided  
t e c h n i c a l  ass i s tance  g r a n t s  t o t a l  li ng $20 m i  1  l i o n  d u r i  ng t h e  
same th ree -yea r  per iod .  Thus t o t a l  a s s i  s tance commi t e d  by 
t h e  Fund amounted t o  $905 m i l l i o n  a t  t h e  end o f  1980 and 
i ncreased t h e  t o t a l  number o f  c o u n t r i e s  b e n e f i  t i  ng f rom 
IFAD-supported p r o j e c t s  t o  69. 

The l a r g e s t  p o r t i o n  o f  g r a n t s  approved, $1  1 mi 11 i on ,  
have been f o r  a g r i c u l t u r a l  research and r e l a t e d  purposes, 
p r i m a r i l y  t o  member i n s t i t u t i o n s  o f  t h e  C o n s u l t a t i v e  Group on  
I n t e r n a t i o n a l  A g r i c u l t u r a l  Research (CGIAR). These IFAD 
funds have been d i r e c t e d  t o  s p e c i f i c  a c t i v i t i e s  o f  p o t e n t i a l  
he1 p  t o  smal l  and l and less  farmers, no t  t o  general  
i n s t i t u t i o n a l  support .  About $5 m i l l i o n  has heen made 
a v a i l a b l e  t o  c o u n t r i e s  i n  connect ion  w i t h  des ign and 
p r e p a r a t i o n  o f  l o a n  p r o j e c t s ,  w h i l e  t h e  remaining $4 m i l l i o n  
has been p rov ided  as a  t e c h n i c a l  ass i s tance  ad junc t  t o  
s p e c i f i c  l o a n  p ro jec t s .  I n  t h e  l a t t e r  cases, t h e  g r a n t  
elements have been designed f o r  t r a i  n i  ng and f o r  cove r i ng  
p a r t  o f  t h e  c o s t  o f  p r o j e c t  moni t o r i n g  and eva lua t i on ,  
recogn iz ing  t h i s  as an e s s e n t i a l  component o f  p r o j e c t  
i mple~nenta t i  on. 



M u l t i l a t e r a l l y  

I n  r e l a t i o n  t o  t o t a l  commitments, disbursements on IFAD 
p r o j e c t s  so f a r  have not  been la rge;  however, o f  t h e  t o t a l  o f  
60 p r o j e c t s  so f a r  approved, o n e - t h i r d  were approved du r i ng  
t h e  l a t t e r  h a l f  o f  1980 and have no t  y e t  become e f f e c t i v e .  
Loan e f f e c t i v e n e s s  nonna l l y  r e q u i r e s  s i x  t o  twe l ve  months 
f rom t h e  t ime  o f  approval .  Given t h e  Fund's i n i t i a l  s low 
s t a r t - u p  phase i n  1978, l e s s  than a q u a r t e r  o f  approved 
p r o j e c t s  have been e f f e c t i v e  f o r  more than  one year .  O f  
these, t o t a l  disbursements b y  t h e  end o f  1980 amounted t o  
approx imate ly  $80 m i l l i o n .  Since t h i s  i s  rough l y  f o u r  t imes  
g r e a t e r  t han  t o t a l  disbursements s i x  months e a r l i e r ,  i t i s  
apparent  t h a t  o u t l a y  o n  IFAD p r o j e c t s  i s  now beg inn ing t o  
a c c e l e r a t e  r a p i d l y .  The general  d i  sbursement exper ience o f  
o t h e r  i n s t i t u t i o n s  fund ing t h e  t ype  o f  p r o j e c t s  IFAD i s  
fund ing i s  t o  s t a r t  s l o w l y  and t h e n  p i c k  up s i g n i f i c a n t l y  i n  
t h e  second and t h i r d  y e a r  o f  implementat ion.  Fo r  example, 
f i r s t  y e a r  d i  sburse~nent r a t e s  f o r  IFAD r u r a l  development 
p r o j e c t s  average l e s s  than  5 percent  o f  t h e  l o a n  amount, even 
l e s s  t h a n  t h a t  be ing  exper ienced by IDA p r o j e c t s .  

S ince IFAD's l oans  a r e  s t i l l  i n  very  e a r l y  stages o f  
implementat ion,  i t  i s  no t  y e t  f e a s i b l e  t o  assess t h e i r  
u l t i m a t e  impact on in tended b e n e f i c i a r i e s .  However, f rom t h e  
i n f o n n a t i o n  now a v a i l a b l e ,  i t  i s  c l e a r  t h a t  IFAD loans  have 
been made f u l l y  i n  accordance w i t h  t h e  Fund's mandate. 
Design and app ra i sa l  work f o r  a1 1 these p r o j e c t s  has been 
c a r r i e d  ou t  i n  con junc t i on  w i t h  experienced i n t e r n a t i o n a l  
development f i  nance agencies, and t h e  l a t t e r  have assumed 
r e s p o n s i b i l i t y  i n  a1 1 cases f o r  l oan  supe rv i s i on  and 
a d m i n i s t r a t i o n .  

Dur ing  t h e  i n i t i a l  phase, IFAD engaged o n l y  i n  
c o - f i  nanci ng w i t h  major  i n t e r n a t i o n a l  development 
i n s t i t u t i o n s .  Beginning i n  mid  1979, however, t h e  Fund 
commenced f i n a n c i n g  o f  I F A D - i n i t i a t e d  p r o j e c t s  which a r e  
be ing admin is tered by o t h e r  i n s t i t u t i o n s .  I n  these cases, 
IFAD has ac ted as t h e  lead agency w i t h  r e s p o n s i b i l i t y  f o r  
p r o j e c t  i d e n t i f i c a t i o n  and app ra i sa l .  I n  a number o f  such 
p r o j e c t s ,  IFAD i s  t h e  so le  ex te rna l  source o f  f inance.  
However, i n  accordance w i t h  t h e  Fund's a r t i c l e s  and p o l i c i e s ,  
o t h e r  coopera t ing  i n s t i t u t i o n s  such as t h e  IBRD s t i l l  c a r r y  
t h e  respons ih i  li ty f o r  p r o j e c t  superv i  s i on  and l o a n  
a d m i n i s t r a t i o n .  For  t h e  th ree  yea rs  ending i n  October 1980, 
t h e  balance between co- f inanced and Fund-i n i t i a t e d  p r o j e c t s  
shows 36 p r o j e c t s ,  i n v o l v i n g  t o t a l  commitments o f  $470 
mi 1 l i o n  be ing co - f i  nanced and 24 p r o j e c t s ,  i n v o l v i  ng t o t a l  
cmmi  tments o f  $415 m i l  l i o n ,  he i  ng F u n d - i n i t i a t e d .  



l J i t h  r e g a r d  t o  t h e  l e n d i n g  t e rms  o f  IFAD p r o j e c t s ,  
a p p r o x i m a t e l y  75 p e r c e n t  o f  p r o j e c t s  so f a r  approved p r o v i d e  
h i g h l y  concess i ona l  t e rms  o f  50  y e a r s  m a t u r i t y ,  i n c l u d i  ng 1 0  
y e a r  g race  p e r i o d s  and a  1 p e r c e n t  i n t e r e s t  o r  s e r v i c e  
charge. Loans on  i n t e r m e d i a t e  t e rms  o f  2 0  y e a r s  m a t u r i t y ,  
i n c l u d i n g  5  y e a r s  g race  and 4  p e r c e n t  i n t e r e s t ,  make up 20 
p e r c e n t  o f  t h e  Fund 's  p o r t f o l i o .  To da te ,  o n l y  two  l o a n s  ( t o  
Mex ico  and B raz i  1  ) have been extended on  " o r d i n a r y "  te rms,  
i.e., 15 y e a r s  m a t u r i t y ,  i n c l u d i n g  3  y e a r s  g race  and 8  
p e r c e n t  i n t e r e s t .  

The f a c t  t h a t  t h e  b u l k  o f  t h e  Fund's l o a n s  a r e  on h i g h l y  
concess i ona l  te rms r e f l e c t s  i t s  c o n c e n t r a t i o n  on t h e  poo res t  
f o o d  d e f i c i t  c o u n t r i e s .  However, l o a n s  on  t hese  te rms a r e  
p resen t1  y  somewhat i n  excess o f  t h e  p r o p o r t i  on e n v i s i o n e d  i n  
t h e  Fund 's  l e n d i n g  p o l i c i e s  and c r i t e r i a ,  which p r o v i d e  a n  
i n d i c a t i v e  t a r g e t  o f  t w o - t h i r d s  h i g h l y  concess i ona l  r a t h e r  
t h a n  t h e  c u r r e n t  t h ree -qua r t e r s .  It i s  t h e r e f o r e  p robab le  
t h a t  t h e  ba lance  wi 11 s h i f t  i n  t h e  d i r e c t i o n  o f  h a r d e r  te rms 
r e l e v a n t  t o  somewhat h i g h e r  income c o u n t r i e s .  Loans t o  t h e  
h i g h e r  income c o u n t r i e s  must be focused p r i m a r i l y  o n  l o w  
i ncome farmers.  

W i t h  r e g a r d  t o  f u t u r e  l e n d i n g ,  i t  must be emphasized 
t h a t  IFAD's a b i  1  i ty t o  con t i nue  app rov i ng  new p r o j e c t s  
depends not upon t h e  r a t e  o f  p r o j e c t  d isbursement ,  b u t  r a t h e r  
upon t h e  s t a t u s  o f  i t s  l o a n  and g r a n t  commitments. W i t h  t h e  
year -end  t o t a l  o f  t h e  l a t t e r  amount ing t o  $905 m i l l i o n ,  t h e  
Fund has  o n l y  $150 m i l  l i o n  r ema in i ng  t h a t  i t  can commit f rom 
i t s  i n i t i a l  f u n d i n g  o f  a p p r o x i m a t e l y  $1.05 b i l l i o n .  ( I n i t i a l  
f u n d i n g  was o r i g i n a l l y  j u s t  o v e r  $1  b i l l i o n ,  b u t  a p p r e c i a t i o n  
o f  seve ra l  c u r r e n c i e s  a g a i n s t  t h e  do1 l a r  have r e s u l t e d  i n  an 
i n c r e a s e  i n  t h e  d o l l a r  va l ue  o f  t h e  Fund 's  i n i t i a l  
resources . )  I n  a d d i t i o n ,  t h e  Fund has  accumulated n e t  
e a r n i n g s  on  i t s  1  i q u i d  a s s e t s  amount ing t o  $80 m i l l i o n  wh ich  
can  a1 so be used f o r  f u t u r e  l end ing .  The combined t o t a l  o f  
c a r r y - i  n  and e a r n i n g s  wi  11 p e r m i t  t h e  Fund t o  c o n t i n u e  
o p e r a t i o n s  a t  i t s  c u r r e n t  r a t e  t h rough  t h e  f i r s t  h a l f  o f  
1981. S i nce  a1 1  a v a i l a b l e  r esou rces  wi 11 t h e n  be commit ted,  
t h e  Fund w i l l  r e q u i r e  r ep l en i shmen t  i f  i t  i s  t o  c o n t i n u e  i t s  
o p e r a t i o n s  beyond t h e  m i d d l e  o f  1981. 

The Agreement e s t a b l i s h i n g  IFAD p r o v i d e s  f o r  
c o n s i d e r a t i o n  o f  add i  t i o n a l  c o n t r i b u t i o n s  n o t  l a t e r  t h a n  
t h r e e  y e a r s  a f t e r  t h e  Fund commences ( A r t i c l e  4, sec. 3 )  t o  
a s s u r e  c o n t i n u i t y  o f  i t s  ope ra t i ons .  I n  accordance w i t h  t h i s  
p r o v i s i o n ,  t h e  Governing Counci 1  i n  January  1980 adopted  a  
r e s o l u t i o n  which i n v i t e s  "members t o  make a  common e f f o r t  t o  



ensure t h a t  t he  Fund's resources f o r  t h e  p e r i o d  1981-83 a r e  
rep len ished a t  a l e v e l  s u f f i c i e n t  t o  p rov ide  f o r  an increase 
i n  r e a l  terms i n  i t s  l e v e l  o f  operat ions".  At t h e  same t ime 
i t  proposed t h a t  consu l ta t i ons  r e l a t i n g  t o  t h e  replenishment 
o f  TFAD's resources be canpl e ted b e f o r e  t h e  end o f  1980. 

Dur ing t h e  course o f  1980, two meetings o f  IFAD donors 
were held,  i n  Yay and aga in  i n  November. I n  a d d i t i o n ,  t h e r e  
have been several  meetings of OECD donors. On October 1, 
general agreement was reached i n  Washington t o  support  
replenishment,  p rov ided a s a t i s f a c t o r y  shar ing arrangement 
cou ld  be nego t ia ted  w i t h  t h e  OPEC members. Al though t h e  
burden-shar i  ng quest ion  remains unresolved, s u f f i c i e n t  
progress was achieved i n  1980 t o  p e r m i t  a l l  members o f  IFAD 
t o  agree a t  t h e  most recent  Governing Counci 1 sess ion i n  
December on an o v e r a l l  rep? e n i  shment framework. T h i s  
prov ides t h a t  "new resources should be made a v a i l a b l e  t o  IFAD 
t o  enable i t  t o  undertake an ope ra t i ona l  program o f  $1,500 
m i l l i o n  f o r  t h e  p e r i o d  1981-83, a f t e r  t a k i n g  i n t o  account 
$230 mi 1 l i o n  o f  est imated resources a v a i l a b l e  f o r  commi tment 
a t  t h e  end o f  1980". The Uni ted Sta tes  j o i n e d  w i t h  o t h e r  
members i n  suppor t ing  t h e  replenishment r e s o l u t i o n ,  b u t  i n  so 
doing,  made i t  c l e a r  t h a t  US p a r t i c i p a t i o n  i n  replenishment 
w i  11 depend d i r e c t l y  on how responsive t h e  OPEC members a r e  
i n  terms o f  matching t h e  c o n t r i b u t i o n s  o f  OECD members. 
F u r t h e r  meetings o f  TFAO donors w i l l  be he ld  e a r l y  i n  1981 t o  
work on t h e  t e c h n i c a l  d e t a i l s  concerning t h e  t e c h n i c a l  
aspects o f  replenishment and a t tempt  t o  reso l ve  t h e  bas i c  
ques t i on  o f  burden-shar ing between t h e  two donor groups. 



IV.B.3 THE ORGANIZATION OF AMERICAN STATES (OAS) 

A  s i g n i f i c a n t  e lement  o f  t h e  US e f f o r t  t o  s t r e n g t h e n  
economic deve l  opment i n  t h e  Western Hemi sphere  i s  t h e  
t e c h n i c a l  a s s i s t a n c e  programs o f  t h e  OAS. OAS a s s i s t a n c e  
programs a r e  a  m a j o r  source  o f  m u l t i l a t e r a l  t e c h n i c a l  
a s s i s t a n c e  f o r  economic and s o c i a l  development  i n  L a t i n  
America and t h e  Caribbean. The OAS c o n c e n t r a t e s  on 
d e v e l o p i n g  human and i n s t i  t u t i o n a l  r esou rces  t o  s t r e n g t h e n  
goverrunent i n f r a s t r u c t u r e  and t h e  p r i v a t e  s e c t o r  o f  member 
s t a t e s .  To d a t e  t h e  OAS has t r a i n e d  a p p r o x i m a t e l y  75,000 
i n d i v i d u a l s ,  some 20,000 s i n c e  1970. Many o f  t h e s e  OAS 
t r a i n e e s  occupy i m p o r t a n t  p o s i t i o n s  dea l  i ng \d t h  economic and 
s o c i a l  development i n  t h e i r  home governments. Others  wi t h  
s p e c i a l i z e d  t r a i n i n g  and advanced degrees a r e  s t a f f i n g  t h e  24 
r e g i o n a l  I n t e r - A m e r i c a n  Cente rs  devo ted  t o  t r a i n i n g ,  
r esea rch ,  and d i s s e m i n a t i o n  o f  i n f o r m a t i o n  i n  f i e l d s  
i n c l u d i n g  l a n d  and wa te r  use, a g r i c u l t u r a l  r esea rch ,  and 
p u b l i c  a d m i n i s t r a t i o n .  As a  r e s u l t  o f  t h i s  s teady  and 
i m p r e s s i v e  b u i l d u p  o f  t a l e n t s  w i t h i n  t h e  Americas, most o f  
t h e  OAS Techn i ca l  Ass i s t ance  Teams a r e  made u p  o f  e x p e r t s  
f r om  member c o u n t r i e s .  

O the r  m u l t i l a t e r a l  and b i l a t e r a l  donor  agenc ies  have 
come t o  r ecogn i ze  t h e  t e c h n i c a l  c a p a b i l i t y  o f  t h e  OAS. Much 
o f  t h e  c u r r e n t  UNDP s t a f f  i n  L a t i n  America r e c e i v e d  i t s  
t r a i n i n g  under  OAS ausp ices ;  UNDP and UNEP r e l y  i n c r e a s i n g l y  
o n  OAS as  e x e c u t i n g  agent  f o r  a c t i v i t i e s  i n  t h i s  hemisphere. 
I n  t h e i r  r e s p e c t i v e  f i e l d s  o f  endeavor, OAS, UNDP, and  UNEP 
have worked o u t  a  mutua l  l y  canp lementary  r e l a t i o n s h i p  w i t h  
OAS m u s t e r i n g  i nd i genous  t a l e n t s  and UNDP and UNEP 
c o n c e n t r a t i n g  p r i m a r i l y  o n  p r o v i d i  ng s e c t o r a l  e x p e r t i s e  and 
s p e c i a l t i e s  t h a t  cannot  be found  w i t h i n  t h e  r eg i on .  OAS i s  
t h e  p r ime mover i n  r e g i o n a l  r i v e r  b a s i n  economic development  
schemes which sometimes ex tend  a c r o s s  s e v e r a l  n a t i  onal  
f r o n t i e r s  ; t h e s e  p r o j e c t s  have r e c e n t y  g i v e n  i ncreased 
emphasis t o  n u t r i t i o n ,  educa t i on ,  and  o t h e r  s o c i a l  needs o f  
t h e  poor  segments o f  t h e  p o p u l a t i o n  l o c a t e d  i n  t hese  basins.  
The Upper Paraguay R i v e r  Bas in  ( c o n t r i b u t i o n s :  OAS $535,000; 
UNDP--$1,509,000; and B r a z i  1--$10,000,000) and t h e  P i  lcamayo 
R i v e r  Basi  n  (OAS--$75,000; UNDP--$1,350,000; and  $1,000,000 
each f rom B o l i v i a ,  Paraguay, and A r g e n t i  n a ) p r o j e c t s  a r e  
i l l u s t r a t i v e  o f  OAS e f f o r t s  i n  t h i s  area. S i m i l a r  p r o j e c t s ,  
b u t  w i t h  UNEP p a r t i c i  p a t i o n ,  i n c l  ude t h e  Rermejo R i v e r  Bas in  
and t h e  P e r u v i a n  Se lva  Cen t ra l .  



The OAS mobi l i z e s  t h e  e n t i  r e  In ter -Amer ican system 
behind i t s  t e c h n i c a l  ass i s tance  p ro jec t s .  OAS f e a s i b i  1  i ty 
s t u d i e s  and p r o j e c t  development work have l e d  t o  f o l l o w  up 
funding by t h e  In ter -Amer ican Development Bank as  we1 1  as 
o t h e r  i n t e r n a t i o n a l  f i n a n c i a l  i n s t i t u t i o n s .  The t o t a l  
sp i  no f f  has been es t imated a t  approx imate ly  $6 b i l l i o n  i n  t h e  
pas t  decade. OAS p r o j e c t s  draw on  t e c h n i c a l  and o t h e r  
resources  o f  t h e  In ter -Amer ican I n s t i t u t e  o f  A g r i c u l t u r a l  
Sciences and t h e  Pan American Hea l th  Organ i za t i on  f o r  an 
i n t e g r a l  approach t o  s p e c i f i c  t e c h n i c a l  ass i s tance  goals. 
Coordi n a t i o n  among t h e  t h r e e  o rgan i za t i ons  i s  g r e a t l y  
enhanced by t h e  common language, common educa t i ona l  
background o f  t h e i r  s t a f f s ,  and ex i s tence  o f  m u t u a l l y  
accepted c r i t e r i a  f o r  d i v i s i o n  o f  labor .  

OAS expend i tu res  f o r  development purposes i n  1980 
amounted t o  $45.5 m i l l i o n ,  o f  which t h e  Un i ted  S ta tes  
c o n t r i b u t i o n  was $25.5 m i l l i o n .  The o t h e r  member s t a t e s  
c o n t r i b u t e d  t h e  ma jo r  p o r t i o n  o f  t h e  rema i nder; non-member 
coun t r i es ,  i n c l u d i n g  Canada, Spain, and Germany, c o n t r i b u t e d  
$4.1 m i l l i o n .  Al though t h e  US share was i n i t i a l l y  s e t  a t  
two - th i  rds  o f  t o t a l  fund ing,  t h i s  share has been g r a d u a l l y  
d e c l i n i n g  a s  more developed members o f  t h e  area,  e.!. Braz i  1, 
A rgen t i  na, Mexico, and Venezuela make g r e a t e r  c o n t r i b u t i o n s .  
T h i s  t r e n d  towards f a i r e r  burden shar ing  has strengthened t h e  
common development e f f o r t s  o f  member coun t r i es .  
Approx imate ly  58  pe rcen t  o f  expend i tu res  go t o  t e c h n i c a l  
ass i s tance  and suppor t  a c t i v i t i e s ,  w i t h  t h e  r m a i  nder 
a l l o c a t e d  t o  t r a i n i n g ,  research,  s tud ies ,  and d i  ssemi nat ion.  

I n  t h e  l a t t e r  p a r t  o f  1980, t h e  OAS commenced 
p r e p a r a t o r y  work t o  examine p r i o r i t y  problem a reas  f a c i  ng t h e  
reg ion ,  i n c l u d i  ng food, n a t u r a l  resources,  a l t e r n a t i v e  energy 
sources, and technology,  v n t h  a  v iew t o  s t reng then ing  
coope ra t i ve  e f f o r t s .  The Un i ted  S ta tes  i s  suppo r t i ng  t h i s  
r e g i o n a l  i n i t i a t i v e  expected t o  cu lm ina te  i n  an OAS General 
Assembly Spec ia l  Session on Cooperat ion f o r  Development i n  
t h e  l a t t e r  p a r t  o f  1981. 



1V.C. US BILATERAL ASSISTANCE 

The Un i ted  Sta tes  has v i t a l  economic, p o l i t i c a l ,  
s e c u r i t y ,  and humani tar ian  i n t e r e s t s  i n  t h e  developing 
count r ies .  Without t h e i r  cornmi tment and cooperat ion,  1  i ttl e  
w i l l  be achieved toward s o l u t i o n  o f  such g loba l  economic 
development problems as wor ld  hunger and ma1 n u t r i t i o n ,  
excess ive  popu la t i on  growth, environmental  degradat ion and 
energy s c a r c i t y .  Whi 1  e  t h e  devel op i  ng c o u n t r i e s  must p l a y  
t h e  major  r o l e  i n  t h e i r  own economic, s o c i a l ,  and p o l i t i c a l  
advancement, t h e  support  o f  t h e  Uni ted S ta tes  and o t h e r  
donors through t h e i r  f o r e i g n  ass is tance programs i s  c r i t i c a l  
t o  ach iev ing  meaningful progress toward these so lu t i ons .  

The u l t i m a t e  goal o f  t h e  development o b j e c t i v e s  and 
s t r a t e g y  descr ibed i n  t h e  preceding chapter  i s  t o  h e l p  shape 
t h e  f u t u r e  i n  ways colnpat ib le w i t h  t h e  i n t e r e s t s  o f  t h e  
Un i ted  States.  The accomplishment o f  b a s i c  human needs 
o b j e c t i v e s  through a c c e l e r a t i n g  e q u i t a b l e  growth, p r o d u c t i v e  
employment, and t h e  p roduc t i on  o f  goods and se rv i ces  
e s s e n t i a l  f o r  meet ing bas ic  needs c o n s t i t u t e s  t h e  development 
s t r a t e g y  most c o n s i s t e n t  w i t h  bo th  humanitar ian values and 
w i t h  US long-range s e l f - i n t e r e s t .  These goa ls  a r e  t h e  focus 
o f  t h e  US b i l a t e r a l  ass is tance program. 



IV.C.l. THE AGENCY FOR INTERNATIONAL DEVELOPMENT 

The US Agency f o r  I n t e r n a t i o n a l  Development (AID),  a  
component o f  t h e  I n t e r n a t i o n a l  Development Coopera t ion  Agency 
(IDCA) , a d m i n i s t e r s  seve ra l  ma jo r  b i l a t e r a l  a s s i s t a n c e  
programs : Development Ass is tance ,  channel  l e d  t h rough  
government-to-government programs, and p r i v a t e  v o l u n t a r y  
o r g a n i z a t i o n s  (PVOs) and Housing Guarantees (HG's) ; t h e  
Economic Support  Fund (ESF), a d m i n i s t e r e d  by  AID and t h e  
Department o f  S ta te ;  and PL 480 f o o d  a i d ,  j o i n t l y  
a d m i n i s t e r e d  by t h e  Department o f  A g r i c u l t u r e ,  AID, and t h e  
Department o f  State.  Each o f  these  programs i s  desc r i bed  i n  
sepa ra te  s e c t i o n s  which f o l l o w .  

US B i l a t e r a l  Ass i s tance  Admin i s te red  by  AID 
FY 1979-FY 1981 ($  M i l  li ons) 

FY 79 FY 8 0  FY 8 1  
( A c t u a l )  I A c t u a l )  ( E s t )  

AID Development Ass i s tance  1,552 1,602 1,678 

Housing Guarantees 145 174 2  00 

Economic Support  Fund 1,943 2,158 2,227 

PL 480 Food A i d  1,416 1,651 1,715 

Recent Trends and Emphases i n  B i  l a t e r a l  Development 
Ass i s tance  

I n  1980, IDCA and AID worked t o g e t h e r  t o  r e f i n e  t h e  
c r i t e r i a  used f o r  a l l o c a t i o n  o f  l i m i t e d  US b i l a t e r a l  
deve l  opment a s s i  s tance  among t h e  compet i ng needs o f  t h e  
deve lop ing  c o u n t r i e s .  I n i t i a l  c r i t e r i a  were developed on t h e  
b a s i s  o f  a  c o u n t r y ' s  needs f o r  e x t e r n a l  a s s i s t a n c e  as  
i n d i c a t e d  by  p e r  c a p i t a  GNP, p o p u l a t i o n ,  and t h e  p r o p o r t i o n  
of p o p u l a t i o n  f a 1  l i n g  below a  pove r t y  l i n e .  The a1 l o c a t i o n  
c r i t e r i a  a1 so i n c o r p o r a t e d  an assessment o f  t h e  c o u n t r y ' s  
commitment t o  t h e  goa l  o f  e q u i t a b l e  growth,  a s  demonstrated 
by  i t s  development p o l i c i e s  and i t s  p rogress  i n  a c h i e v i n g  
o b j e c t i v e s  r e l a t e d  t o  e q u i t a b l e  growth. I n  a d d i t i o n  t o  these  
c r i t e r i a ,  AID f i e l d  m i ss i ons  p rov ided  assessments o f  domest ic  
r esou rce  a v a i l a b i  li t i e s ,  a d m i n i s t r a t i v e  c a p a c i t y ,  and t h e  
amount and t y p e  o f  a s s i s t a n c e  g i v e n  by  o t h e r  donors. 



Other f a c t o r s  were a1 so evaluated i nc l  ud i  ng t h e  
canpara t i ve  advantage o f  US techn ica l  and f i n a n c i a l  
ass i s tance  i n  suppor t i  ng c e r t a i n  p r i o r i t y  sec to rs  and t h e  
p o t e n t i a l  impact which US economic a i d  might have on US 
p o l i t i c a l  and economic i n t e r e s t s  i n  t h e  i n d i v i d u a l  country.  
Through t h e  a p p l i c a t i o n  o f  these c r i t e r i a ,  t h e  candidates f o r  
US ass i s tance  were ranked i d e n t i f y i  ng those coun t r i es  
m e r i t i n g  p r i o r i t y  cons ide ra t i on  i n  t h e  a l l o c a t i o n  o f  
development ass i  stance. 

AID programming p o l i c y  has cont inued t o  produce an 
i n c r e a s i n g  concen t ra t i on  o f  b i l a t e r a l  Development Assistance 
i n  lower  income developing count r ies .  The percentage o f  
these funds a l l o c a t e d  t o  c o u n t r i e s  e l i g i b l e  f o r  t h e  s o f t  l oan  
terms o f  t h e  World Bank's I n t e r n a t i o n a l  Development 
Assoc ia t i on  (i.e., those coun t r i es  w i t h  annual pe r  c a p i t a  
incomes under $680) increased from 82 percent  i n  FY 1979 t o  
89 percent  i n  FY 1980. Th is  r e s u l t e d  i n  over  70 percent  o f  
development ass i s tance  being focused i n  FY 1980 on t h e  two 
reg ions  w i t h  t h e  l a r g e s t  numbers o f  poor c o u n t r i e s  and poor 
people: Sub-Saharan A f r i c a  and Asia. 11 

Sectora l  emphases remained r e l a t i v e l y  constant  d u r i n g  
t h e  FY 1978-FY 1981 per iod.  The share going t o  a g r i c u l t u r e ,  
r u r a l  development, and n u t r i t i o n  programs was about 54 
percent ;  popu la t ion ,  16 percent;  hea l th ,  11 percent;  
educat ion and human resources, 9  percent;  and se lec ted  
development a c t i v i t i e s  ( i n c l u d i n g  energy p r o j e c t s ) ,  10 
percent. Because AID operated under a  c o n t i  nui  ng r e s o l u t i o n  
f o r  a l l  o f  FY 1980, and w i l l  do so f o r  a t  l e a s t  p a r t  o f  FY 
1981 as  w e l l ,  abso lu te  fund ing l e v e l s  showed l i t t l e  growth 
between FY 1970 and FY 1981. The energy s e c t o r  i s  p ro jec ted  
t o  increase f rom $19 m i l l i o n ,  o r  about 2  percent  o f  t o t a l  
development ass i s tance  o u t l a y s  i n  FY 1978, t o  $78 m i l  l i o n  o r  
ove r  6  percent,  i n FY 1981. FY 1982 l e v e l s  f o r  a1 1  programs, 
however, c u r r e n t l y  a r e  p ro jec ted  t o  r i s e  q u i t e  s u b s t a n t i a l l y .  

11 - 
T h i s  d i s rega rds  c e n t r a l  l y  funded a c t i v i t i e s .  



Spec ia l  Modes o f  Development Coope ra t i on  

Board f o r  I n t e r n a t i o n a l  Food and A g r i c u l t u r a l  
Development 

T i t l e  X I 1  o f  t h e  F o r e i g n  Ass i s t ance  Ac t  d i r e c t s  AID t o  
make more e x t e n s i v e  use o f  l a n d  g r a n t ,  sea g r a n t ,  and  o t h e r  
q u a l i f i e d  c o l l e g e s  and u n i v e r s i t i e s  i n  c a r r y i n g  o u t  f o r e i g n  
a s s i s t a n c e  programs funded f r om  t h e  Food and N u t r i t i o n  
( S e c t i o n  103)  a p p r o p r i a t i o n  account .  The l e g i s l a t i o n  a1 so 
d i r e c t s  t h a t  r e s e a r c h  and o t h e r  r e l e v a n t  m a j o r  program 
components b e  b rough t  t o g e t h e r  i n  o r d e r  t o  i n c r e a s e  w o r l d  
f o o d  p roduc t i on .  I n  accordance w i t h  t h e  l e g i s l a t i o n ,  a  Board 
o f  I n t e r n a t i o n a l  Food and A g r i c u l t u r a l  Development (BIFAD) 
was e s t a b l i s h e d  t o  a s s i s t  t h e  A d m i n i s t r a t o r  w i t h  t h e  
p l a n n i n g ,  development, imp lemen ta t i on ,  and m o n i t o r i n g  o f  food 
and n u t r i t i o n  a c t i v i t i e s  i n v o l v i n g  US a g r i c u l t u r a l  
u n i v e r s i t i e s  and q u a l i f i e d  o r g a n i z a t i o n s  i n  t h e  a reas  o f  
research ,  educa t i on ,  ex tens i on ,  and  t h e  p r o v i s i o n  o f  a d v i s o r y  
se r v i ces .  The Board has two s u b o r d i n a t e  commit tees,  t h e  J o i n t  
Committee on A g r i c u l t u r a l  Development and t h e  J o i n t  Research 
Committee, and a  suppo r t  s t a f f  t o  a s s i s t  i n  c a r r y i n g  o u t  i t s  
r e s p o n s i b i l i t i e s .  

The BIFAD a s s i s t e d  IDCA and AID i n  t h e  a l l o c a t i o n  o f  
r esou rces  and i n  shap ing  p o l i c i e s  and s t r a t e g i e s  a f f e c t i n g  
a g r i c u l t u r e ,  n u t r i t i o n ,  and r u r a l  development. There  has 
been a  renewed emphasis on  t h e  use o f  u n i v e r s i t i e s  ( t h e  T i t l e  
X I  I communi t y )  t o  a s s i s t  i n  p r o j e c t  i d e n t i f i c a t i o n ,  des ign ,  
and i m p l e m e n t a t i o n  as w e l l  as  a n a l y s i s  and program p lann ing .  
A  r e s e a r c h  program i s  b e i n g  conducted t h r o u g h  suppo r t  t o  t h e  
i n t e r n a t i o n a l  a g r i c u l t u r a l  r esea rch  c e n t e r s  as  we1 1  as  
t h r o u g h  t h e  use o f  u n i v e r s i t i e s  f o r  c o u n t r y  programs, 
c e n t r a l l y  funded c o n t r a c t  research ,  and  c o l l a b o r a t i v e  
r e s e a r c h  suppo r t  programs ($8.0 m i l  l i o n  i n  FY 80) .  AID i s  
a l s o  u n d e r t a k i n g  a  program, unde r  t h e  T i t l e  X I 1  a u t h o r i t y ,  t o  
s t r e n g t h e n  t h e  c a p a b i l i t y  o f  q u a l i f i e d  US u n i v e r s i t i e s  i n  
t e a c h i  ng, research ,  and e x t e n s i o n  work t o  b e t t e r  enab le  them 
t o  implement  programs a u t h o r i z e d  by T i t l e  X I I .  F i f t y  g r a n t s  
have been made t o  u n i v e r s i t i e s ,  w i t h  44 o n  a  one- to-one 
d i r e c t  c o s t  ma tch i ng  b a s i s  and t h e  ba lance  on an  o u t r i g h t  
g r a n t  b a s i s  t o  m i n o r i t y  i n s t i t u t i o n s .  I n  a d d i t i o n ,  s e v e r a l  
r e g i o n a l  seminars have been conducted t o  assu re  t h e  b e s t  
p o s s i b l e  mutua l  unde rs tand i  ng between u n i  v e r s i  ty and AID 
o f f i c i a l s  r e g a r d i n g  AID overseas a g r i c u l t u r a l  and r u r a l  
s e c t o r  programs. Such unde rs tand ing  i t  i s  hoped, w i l l  h e l p  
t h e  u n i v e r s i t i e s  t o  s t r e n g t h e n  t h e i r  per fo rmance i n  t hose  
overseas programs. 



P r i v a t e  V o l u n t a r y  O r g a n i z a t i o n s  

P r i v a t e  V o l u n t a r y  O rgan i za t i ons  (PVOs) a r e  a v a l u a b l e  
channel  f o r  b r i n g i n g  US a s s i s t a n c e  resou rces  d i r e c t l y  t o  t h e  
u l t i m a t e  b e n e f i c i a r i e s .  They a r e  e f f e c t i v e  i n  ~ n o u n t i n g  
d i r e c t  peop le - to -peop l  e and s e l f - h e l p  development i n i t i a t i v e s  
overseas c o n s i s t e n t  w i t h  A ID 'S  mandate t o  meet t h e  b a s i c  
human needs o f  poo r  people.  Wh i le  i n d i v i d u a l  commitment and 
d e d i c a t i o n  t o  s e r v i c e  i s  t h e  g r e a t  s t r e n g t h  o f  PVOs, i t  
shou ld  no t  be ove r l ooked  t h a t  t h e y  a l s o  m o b i l i z e  s u b s t a n t i a l  
p r i v a t e  r esou rces  t o  augment t h e  o v e r a l l  f o r e i g n  a i d  e f f o r t .  
AID works i n  p a r t n e r s h i p  w i t h  PVOs i n  i n t e r n a t i o n a l  programs 
f o r  d i s a s t e r  r e l i e f ,  f o o d  d i s t r i b u t i o n ,  o p e r a t i o n  o f  overseas  
schoo l s  and h o s p i t a l s ,  and p r o v i s i o n  o f  development  
a s s i s t a n c e  i n  a g r i c u l t u r e ,  r u r a l  development, n u t r i t i o n ,  
h e a l t h ,  f a m i l y  p l ann ing ,  and educa t ion .  

AID c o l l a b o r a t e s  w i t h  PVOs p r i m a r i l y  t h r o u g h  two 
mechanisms; t h e  o p e r a t i o n a l  program g r a n t  (OPG) and t h e  
ma tch i ng  g ran t .  An OPG i s  a d i r e c t  g r a n t  t o  a PVO f o r  a 
s p e c i f i c  p r o j e c t .  S i nce  t h e  beg inn i ng  o f  t h e  OPG program i n  
1974, t h e  l e v e l  o f  suppo r t  f o r  OPGs rose  t o  Inore t h a n  $50 
m i l l i o n  i n  FY 1979 and i s  expected t o  expand f u r t h e r  i n  FY 
1981. 

To b u i l d  on t h e  independent  development capabi  1 i ty o f  
PVOs wi t h  e x t e n s i v e  overseas exper ience ,  AID p r o v i d e s  
ma tch i ng  g r a n t s  t o  PVOs t o  c a r r y  o u t  development  programs i n  
v a r i o u s  deve lop i ng  c o u n t r i e s .  AID ma tch i ng  g r a n t s  enab le  
expe r i enced  PVOs t o  i n c r e a s e  s u b s t a n t i a l l y  t h e i r  overseas 
development programs i n i t i a t e d  w i t h  f unds  r a i s e d  by  t h e  PVOs 
themselves.  S i nce  t h e  i n c e p t i o n  o f  t h i s  program i n  FY 1978, 
e l e v e n  PVOs have r e c e i v e d  match ing  g ran t s .  Fund ing  f o r  t h e  
ma tch i ng  g r a n t  programs was $5.6 m i l l i o n  i n  FY 1980 and i s  
expec ted  t o  i n c r e a s e  s u b s t a n t i a l l y  i n  FY 1981. 

T o t a l  AID suppor t  t o  PVOs i nc reased  f r om  $150 m i l  l i o n  i n  
FY 1979 t o  a p p r o x i m a t e l y  $175 m i l l i o n  i n  FY 1980, and i s  
expec ted  t o  i n c r e a s e  a g a i n  i n  FY 1981. T h i s  wi  11 enab le  AID 
t o  sha re  w i t h  t h e  p r i v a t e  s e c t o r  g r e a t e r  r e s p o n s i b i l i t y  f o r  
imp lement i  ng t h e  n a t i o n ' s  f o r e i g n  a s s i s t a n c e  programs. 

Housing Guarantees (HG) 

AID p l ans  t o  i n c r e a s e  i t s  a c t i v i t i e s  i n  t h e  hous ing  
s e c t o r  t h rough  expans ion  o f  i t s  Housi ng Guarantee Program 
(HG). P r o j e c t s  a r e  designed t o  p r o v i d e  lor1 c o s t  s h e l t e r  and 
a s s o c i a t e d  u rban  s e r v i c e s  t o  l o w  i ncome fami 1 i e s  i n  t h e  



deve lop i ng  coun t r i es .  F o r  example, i n  a d d i t i o n  t o  hous ing  
development  a c t i v i t i e s ,  p r o j e c t s  a l s o  i n c l u d e  approaches t o  
improve  t h e  p h y s i c a l ,  s o c i a l ,  and  economic i n f r a s t r u c t u r e  o f  
u rban  areas.  A t  t h e  end o f  FY 1981 , t h e  HG program i s  
p r o j e c t e d  t o  r each  a  p o r t f o l i o  l e v e l  o f  a p p r o x i m a t e l y  $1.9 
b i 1  l i o n  ou t s t and ing .  Over t h e  l o n g e r  term, t h e  U n i t e d  S t a t e s  
hopes t o  i n c r e a s e  i t s  a c t i v i t i e s  i n  t h e  s h e l t e r  s e c t o r  even 
more by  e x t e n d i n g  t h e  HG program t o  a d d i t i o n a l  c o u n t r i e s .  To 
enhance t h i s  e f f o r t ,  t h e  U n i t e d  S t a t e s  p l ans  t o  expand 
t e c h n i c a l  a s s i s t a n c e  f o r  i n s t i t u t i o n  b u i l d i n g  and he1 p i n g  
c o u n t r i e s  p repa re  medi u rn - to - long- te rn  s h e l t e r  deve l  opment 
p lans.  

S e l e c t e d  M a j o r  Developments i n  1980 

Macroeconomic Con tex t  and  Responses 

The o i l  p r i c e  i n c r e a s e s  o f  t h e  l a s t  two  y e a r s  and t h e  
co r respond i  n g l y  l a r g e  ba lance  o f  payments d e f i c i t s  o f  t h e  
deve lop i ng  c o u n t r i e s  wi 11 r e q ~ l i  r e  them t o  unde r t ake  
s i g n i f i c a n t  p o l i c y  a c t i o n s  t o  a d j u s t  t h e i r  economies t o  t h e  
new economic env i ronment .  'The I n t e r n a t i o n a l  Monetary Fund 
( IMF) i s  t h e  p r i m a r y  source  o f  f i n a n c i n g  t o  address  t h e  
c u r r e n t  needs o f  d e v e l o p i n g  c o u n t r i e s  f o r  a d d i t i o n a l  
s h o r t - t e r m  ba lance  o f  payments suppor t .  The new s t r u c t u r a l  
ad j us tmen t  l e n d i n g  program o f  t h e  Wor ld  Bank i s  a l s o  expec ted  
t o  p l a y  a n  i m p o r t a n t  suppl  ementary r o l e  b y  p r o v i d i  ng l o n g e r  
t e n  n o n - p r o j e c t  1  oans t o  he1 p  c o u n t r i e s  meet t h e i r  c u r r e n t  
accoun t  d e f i c i t s  w h i l e  u n d e r t a k i n g  economic p o l i c y  
ad j us tmen t s  wh ich  w i l l  b r i n g  f u t u r e  ba lance  o f  payments 
d e f i c i t s  t o  more manageable p r o p o r t i o n s  and m a i n t a i n  t h e i r  
g row th  and development momentum. 

Y h i l e  t h e  IMF and t h e  Wor ld Dank w i l l  c o n t i n u e  t o  p l a y  
t h e  m a j o r  r o l e  i n  p r o v i d i n g  f a s t  d i s b u r s i n g  f u n d  f o r  ba l ance  
o f  payments f i n a n c i n g  w i t h  a  v i ew  t o  s u p p o r t i n g  domest i c  
economic ad jus tment ,  t h e r e  remains a  need i n  c e r t a i  n  
c o u n t r i e s  f o r  a d d i t i o n a l  b i l a t e r a l  a s s i s t a n c e  i n  a  f o rm  which 
s u p p o r t s  and r e i n f o r c e s  t h e  e f f o r t s  o f  t h e  IMF and t h e  Wor ld  
Bank and h e l p s  t o  a t t r a c t  p r i v a t e  inves tment .  F o r  t h e  U n i t e d  
S ta tes ,  t h e  p r i m a r y  i n s t r u m e n t s  f o r  p r o v i d i n g  ba lance  o f  
payments a s s i s t a n c e  have been t h e  Economic Suppor t  Fund 
(ESF), a s  r e c e n t l y  used i n  Turkey,  and PL 480 conimodi t i e s ,  
wh ich  ease immediate i m p o r t  r e q u i  rements. US Devel oprnent 
A s s i s t a n c e  has t r a d i t i o n a l l y  emphasized t h e  p r o j e c t  approach, 
wh ich  i s  gene ra l  l y  n o t  we1 1  s u i t e d  t o  s h o r t - t e n  f i n a n c i n g  
requ i rements .  However, a  p o s i t i v e  response t o  such 
requ i r emen ts  may b e  i n  t h e  long-span and s h o r t - r u n  i n t e r e s t s  



of developing coun t r i es ,  as  w e l l  as those o f  t h e  Un i ted  
Sta tes  - -  e s p e c i a l l y  where t h e  p o l i c i e s  o f  t h e  i n d i v i d u a l  
count ry  assure  t h a t  t h e  ass i s tance  w i l l  support  e q u i t a b l e  
growth pat terns .  AID i s  cons ide r ing  t h e  p o s s i b i l i t y  o f  
non-pro jec t  ass i s tance  i n  such s i t u a t i o n s .  Whi le t h e  pr imary  
focus o f  such l end ing  would be on suppor t ing  p o l i c y  re fo rm 
and ass is tance a t  t h e  sec to ra l  l e v e l ,  i t  w i l l  a l s o  have t h e  
f u r t h e r  b e n e f i t  o f  p r o v i d i n g  t h e  coun t ry  w i t h  a d d i t i o n a l  
f a s t - d i  sburs i  ng ass is tance.  

E f fec t i veness  and E f f i c i e n c y  

AID has cont inued e f f o r t s  t o  adopt Inore e f f i c i e n t  ways 
of c a r r y i  ng ou t  development programs w i t h  sinal l e r  numbers o f  
personnel w i thou t  compromi s ing  t h e  qua1 i t y  o f  i t s  ass is tance.  
Dur ing t h e  1980 reviews o f  f i e l d  miss ion coun t ry  s t r a t e g y  
statements and annual budget submissions, t h e  p o s s i b i l i t i e s  
f o r  reduc ing s t a f f  r e l a t i v e  t o  s i z e  o f  program were exp lored 
a t  length .  As a r e s u l t ,  miss ions have been encouraged t o  
concen t ra te  t h e i r  programs i n major  f u n c t i o n a l  problem areas 
and geographical subregions,  and t o  cons ider  expandi ng 
support  f o r  ongoing a c t i v i t i e s  r a t h e r  than embark on new and 
d i f f e r e n t  p r o j e c t s .  T h i s  approach would reduce t h e  number o f  
management u n i t s  i n  each coun t ry  program. A I D  wi 11 a l s o  try 
t o  i d e n t i f y  s o l u t i o n s  t o  1  ong-term development problems which 
can implemented w i t h  l e s s  s t a f f  t ime. 

Oppor tun i t i es  a r e  be ing sought f o r  reduc ing o r  
e l i m i n a t i n g  r e s i d e n t  s t a f f  i n  smal l  programs and s h i f t i n g  
mon i to r i ng  r e s p o n s i b i l i t y  t o  nearby coun t r i es .  Broader 
s e c t o r  o r  subsector programs a r e  being a c t i v e l y  exp lored i n  
c o u n t r i e s  w i t h  a  s t rong  commitment t o  e q u i t a b l e  development. 
F i e l d  missions have been asked t o  be more thorough and 
e x p l i c i t  i n  t h e i r  p r o j e c t i o n s  o f  program and p r o j e c t  s t a f f i n g  
requirements so t h a t  an assessment can be made as t o  whether 
s t a f f  requirements a r e  excessive r e l a t i v e  t o  expected 
bene f i t s .  AID i s  cons ide r ing  t h e  f e a s i b i l i t y  o f  s h i f t i n g  
a d d i t i o n a l  responsi  b i  1  i ty f o r  p r o j e c t  development and 
approval  t o  t h e  f i e l d  i n  o rde r  t o  reduce t h e  demands on 
Washington s t a f f  t ime  and, c o i n c i d e n t a l  ly, reduce t h e  t ime  
l a g  between p r o j e c t  i d e n t i f i c a t i o n  and imp1 ementation. 

Fuelwood and F o r e s t r y  Developments 

C r i t i c a l  fuelwood shortages and t h e  a g r i c u l t u r a l  
p roduc t i on  problems assoc ia ted w i t h  acce lera ted d e f o r e s t a t i o n  
pose se r ious  t h r e a t s  t o  the  cont inued abi  li t i e s  o f  people i n  
many deve lop ing c o u n t r i e s  t o  meet t h e i r  bas ic  needs. The 
World Bank es t imates  t h a t ,  even w i t h  o p t i m i s t i c  assumptions, 



fue lwood s u p p l i e s  i n  t h e  y e a r  2000 wi 11 be  i nadequa te  t o  
p r o v i d e  t h e  minimum needed b y  t h e  "poo r  m a j o r i t y "  f o r  cook i ng  
and hea t i ng .  Energy needs a r e  o n l y  one p a r t  o f  t h e  r a t i o n a l e  
f o r  i n c reased  a t t e n t i o n  t o  improved  t r o p i c a l  f o r e s t  
management and r e f o r e s t a t i o n .  F o r e s t  removal ,  p a r t i c u l a r l y  
i n  Asia,  has i n t e n s i f i e d  s i l t a t i o n  o f  streams, dams, and 
i r r i g a t i o n  f a c i l i t i e s ,  t h r e a t e n i n g  d e p l e t i o n  o f  wa te r  supp l y  
i n  d r y  pe r i ods ,  and w i t h  consequent  s e r i o u s  e f f e c t s  on  
a g r i c u l  t u r a l  p roduc t i on .  

The f o l l o w i n g  AID a c t i o n s  i n  t h e  p a s t  y e a r  r e f l e c t  
g row i  ng concern  o v e r  t h e  adverse  impac t  o f  d e f o r e s t a t i o n ,  and 
i n c r e a s i  ng i nvo l vemen t  i n  f ue lwood  f o r e s t r y  programs: 

- -  P r o j e c t  development  a c t i v i t i e s  were unde r t aken  i n  a  
w ide  range o f  a g r o e c o l o g i c a l  env i  ronments and 
s o c i o c u l t u r a l  c o n d i t i o n s ,  r a n g i n g  f r om  t h e  m i d d l e  
h i l l s  o f  Nepal t o  t h e  a r i d  dunes o f  M a u r i t a n i a ,  
f r o m  w e l l - e s t a b l i s h e d  s t a t e  f o r e s t  s e r v i c e s  i n  
I n d i a  t o  d i  spersed f a r m i  ng communi t ies  i n  Upper 
Vo l t a .  

-- Fund ing  f o r  f ue lwood  p r o j e c t s  expanded rom j u s t  
o v e r  f o u r  m i l l i o n  d o l l a r s  i n  1979 t o  a n  e s t i m a t e d  
t e n  m i l l i o n  d o l l a r s  i n  1980. 

--  S t a f f i n g  needs were assessed and t h e  US Department  
o f  A g r i c u l t u r e  F o r e s t  S e r v i c e  p r o v i d e d  a d d i t i o n a l  
f o r e s t r y  e x p e r t i s e  f o r  t e c h n i c a l  gu idance  t o  t hese  
expandi  ng programs. 

S t r a t e g i c  o p t i o n s  f o r  a s s i s t a n c e  r e l a t e d  t o  f o r e s t s  
were deve loped and reviewed. A  p o l i c y  d i s c u s s i o n  
paper  p r o v i d e d  f o c u s  t o  a  mee t i ng  o f  t o p  management 
o n  f o r e s t r y  p o l i c y  i n  AID. A ID 'S  p a r t i c i p a t i o n  i n  
a  fue lwood i n i t i a t i v e  launched b y  t h e  Wor ld  Bank 
has  been shaped and 1982-86 f u n d i n g  l e v e l s  
proposed. A  p o l i c y  d e t e r m i n a t i o n  o n  US b i l a t e r a l  
a s s i s t a n c e  i n  f o r e s t r y  has been d r a f t e d ,  A  j o i n t  
v e n t u r e  i n i t i a t i v e  has been e n t e r e d  i n t o  w i t h  Peace 
Corps. A  document on p o s s i b l e  s t r a t e g i e s  f o r  
combin ing  donor  a s s i s t a n c e  i n  r e f o r e s t a t i o n  and 
r e l a t e d  a c t i v i t i e s  i n  t h e  c o n t e x t  o f  t h e  Concer ted  
A c t i o n  f o r  Development i n  A f r i c a  (CADA) program i s  
i n  p r e p a r a t i o n  and wi 11 be rev iewed b y  CADA 
members. 



Fuelwood and f o r e s t r y  r e l a t e d  e f f o r t s  unde r t aken  i n  
e a r l i e r  y e a r s  have con t inued .  P r o f i l e s  o f  t h e  s t a t e  o f  t h e  
env i ronment  f o r  v a r i o u s  deve lop i ng  c o u n t r i e s  have proceeded 
a s  scheduled. Severa l  p i  l o t  f o r e s t r y  e f f o r t s  - - i n t e g r a t e d  
i n t o  r u r a l  development p r o j e c t s  o r  p lanned as  f i r s t  s t e p s  i n  
f o r e s t r y  programs --have moved ahead i n t o  imp lemen ta t i on  
phases. AID has suppor ted  t h e  c o n t i n u i n g  search  f o r  
t e c h n o l o g i e s  wh ich  wi 11 p e r m i t  g r e a t e r  e f f i c i e n c i e s  i n  t h e  
use of wood f u e l  and expe r imen ta l  work w i t h  a l t e r n a t i v e  
energy  systems. 

A ID 'S  C a p i t a l  Savi  ng  Technology Program 

I n  March 1980 AID subm i t t ed  a  Repor t  on C a p i t a l  S a v i n g  
Technology t o  t h e  Congress. I t s  recommendations c o n s t i t u t e  a  
comprehensi ve s t r a t e g y  des igned t o  he1 p  p r o v i d e  add i  t i o n a l  
o p p o r t u n i t i e s  f o r  more p r o d u c t i v e  employment f o r  t h e  poo r  by  
encourag ing  t h e  widespread use  o f  c a p i t a l  s a v i  ng techno logy .  

A I D ' S  i n t e r e s t  i n  c a p i t a l  s a v i n g  t e c h n o l o g y  i s  n e i t h e r  
new n o r  m a r g i n a l ;  FY 1981 r e q u e s t s  f o r  c a p i t a l  s a v i n g  
t echno logy  a c t i v i t i e s  amounted t o  o v e r  $246 m i l l i o n ,  abou t  18 
p e r c e n t  o f  A I D ' S  development  a s s i s t a n c e  funds  f o r  f u n c t i o n a l  
accoun t s  and t h e  Sa he1 Development Program. 

A I D ' S  f i n a n c i a l  suppo r t  o f  c a p i t a l  sav i ng  t e c h n o l o g y  has 
been concen t ra ted  i n  t h e  A f r i c a n  and As ian  r e g i o n s  and i n  t h e  
a g r i c u l t u r e ,  r u r a l  development and n u t r i t i o n  f u n c t i o n a l  
accounts.  AID i s  u n d e r t a k i n g  a c t i o n s  des igned t o  i n c r e a s e  
t h e  funds  b e i n g  a l l o c a t e d  t o  c a p i t a l  s a v i n g  t echno logy  
a c t i v i t i e s .  These i n c l u d e :  

-- a  renewed commi tment  t o  h e l p  l o w - i  ncome f a rme rs  
g a i n  access  t o  improved c a p i t a l  s a v i n g  p r o d u c t i o n  
t e c h n o l o g i e s ;  f o r  example, b y  s u p p o r t i n g  a d a p t i v e  
r e s e a r c h  programs i n  d r y l a n d  a g r i c u l t u r e  i n  Morocco 
and smal l  f a rm  c r o p s  i n  Peru, by  s u p p o r t i n g  t h e  
development  o f  e f f e c t i v e  e x t e n s i o n  systems i n  
S i e r r a  Leone, and by  p r o v i d i n g  sma l l  f a r m  c r e d i t  i n  
I n d i a ;  

- -  a  new commitment t o  i n c r e a s e  s u b s t a n t i a l l y  e f f o r t s  
t o  h e l p  sma l l  non- farm e n t e r p r i s e s  g a i n  access  t o  
improved c a p i t a l  sav i  ng p r o d u c t i o n  t e c h n o l o g i e s :  



f o r  example, b y  suppor t i  ng a c t  i on research programs 
on how bes t  t o  reach m ic ro -en te rp r i ses  i n  several  
deve lop i  ng coun t r i es ,  by p r o v i d i n g  smal l  e n t e r p r i s e  
c r e d i t  i n  Lesotho; and by conduct ing voca t i ona l  
t r a i  n ing  programs i n Jamaica ; 

-- a renewed commitment t o  promote, a s  app rop r ia te ,  
c a p i t a l  saving c o n s t r u c t i o n  methods: f o r  example, 
by  suppor t ing  l a b o r  based r u r a l  feeder  road 
c o n s t r u c t i o n  i n  Maur i tan ia ,  and by suppor t i ng  l a b o r  
i n t e n s i v e  earthwork i r r i g a t i o n  a c t i v i t i e s  i n  
Bangladesh; 

--  suppor t ing  t h e  c r e a t i o n  and d i s t r i b u t i o n  o f  c a p i t a l  
sav ing techno logy hardware, developing i n f o r m a t i o n  
systems i n  r u r a l  techno log ies  i n  t h e  Andean Region, 
and suppor t ing  p r i v a t e  v o l u n t a r y  o rgan iza t i ons  
which serve as l i n k s  between AID and t h e  ve ry  smal l  
e n t e r p r i s e s  which most b e n e f i t  f rom improved access 
t o  c a p i t a l  saving technology;  

- -  c r e a t i n g  an Intra-Agency S tee r ing  Group on 
Employment Generat ion and Cap i ta l  Saving Technology 
and a  Small E n t e r p r i s e  and Employment U n i t  w i t h i n  
t h e  Development Support Bureau. Th is  has 
strengthened AID'S s t a f f  c a p a b i l i t i e s  i n  t h e  Bureau 
f o r  Program and P o l i c y  Coord inat ion  and t h e  
Regional Bureaus. 

Research and Development Progress 

AID supports research and development on c r i t i c a l  
c o n s t r a i n t s  t o  meet ing bas ic  human needs and a c c e l e r a t i n g  
e q u i t a b l e  growth. I n  1980, a  dramat ic breakthrough was 
achieved toward t h e  c o n t r o l  o f  schi  stosomiasi  s  o r  "sna i  1  
feve r " ,  a p a r t i c u l a r l y  d e b i l i t a t i n g  and widespread t r o p i c a l  
disease. A f t e r  f i v e  years  o f  research funded p r i m a r i l y  by 
AID, a  Johns Hopki ns U n i v e r s i t y  s c i e n t i s t  developed a  
f o r m u l a t i o n  o f  t h e  drug amosconate t h a t  cures t h e  t h r e e  major  
forms o f  sch is tosomias is  i n  l a b o r a t o r y  animals. The drug i s  
now ready f o r  comprehensive c l i n i c a l  t e s t s  on humans ( t h e  
Chinese government has a l ready  experimented s u c c e s s f u l l y  w i t h  
t h e  new drug on 50,000 people). 

People a f f l i c t e d  w i t h  sch is tosomias is  t i r e  e a s i l y ,  
cannot work e f f i c i e n t l y  and sometimes cannot work a t  a l l .  I n  
some areas, up t o  70 percent  o f  t h e  popu la t i on  s u f f e r  f rom 
t h e  disease. Complete c o n t r o l  o f  s n a i l  f e v e r  r e q u i r e s  n o t  
o n l y  a  drug t o  k i  11 t h e  schistosome p a r a s i t e  i n  humans, bu t  



a l s o  r e q u i r e s  o t h e r  measures t o  k i l l  s n a i l s  i n  water,  p r o v i d e  
sa fe  d r i  nk i  ng water  supp l i es  and s a n i t a t i o n  f a c i l i t i e s ,  and 
undertake p u b l i c  educa t i on  campaigns t o  make people aware o f  
t h e  danger o f  i n f e c t e d  water. 

Whi le t h e  new s n a i l  f e v e r  drug has been t h e  most 
d ramat ic  development i n  1980, t h e r e  has been broad progress  
i n  o t h e r  AID supported research and development programs. 
Three examples f o  11 ow: 

-- Recent research r e s u l t s  show t h a t  c e r t a i n  t r o p i c a l  
1  egumes can be an a1 t e r n a t i v e  t o  expensive chemi c a l  
n i t r o g e n  f e r t i  1  i z e r  i n  developing coun t r i es .  
Cu r ren t  es t imates  suggest b i  01 o g i c a l  n i t r o g e n  
f i x a t i o n  i n  t r o p i c a l  a g r i c u l t u r e  has t h e  p o t e n t i a l  
o f  reduc ing dependence on chemical f e r t i l i z e r  by 20 
percent .  I n  a d d i t i o n ,  t h e  legume crops i n v o l v e d  i n  
n i t r o g e n  f i x a t i o n  o f f e r  t h e  p o t e n t i a l  o f  a  doub l i ng  
i n  t h e  p roduc t i on  o f  h i g h  p r o t e i n  c rops f o r  human 
and animal consumption. 

A h i g h l y  successful  research p r o j e c t  i n  Pak i s tan  
has r e s u l t e d  i n  t h e  development o f  an improved and 
e f f i c i e n t  system t o  supp ly  i r r i g a t i o n  wa te r  t o  
smal l  farms. The P a k i s t a n i  government has now 
undertaken a  program t o  improve on-farm water 
management f o r  smal l  farms. The program covers  
several  m i l  l i o n  acres. The same rnodel i s  now be ing 
used by AID t o  he lp  develop i r r i g a t e d  l ands  i n  
Egypt and S r i  Lanka, and t h e  World Bank has 
i n i t i a t e d  a  s i m i l a r  p r o j e c t  i n  I nd ia .  

- -  The AID popu la t i on  ope ra t i ons  research program has 
designed and t e s t e d  22 f a m i l y  p lann ing  d e l i v e r y  
systems i n  t h e  r u r a l ,  i l l - s e r v e d  areas o f  15 
coun t r i es .  T h i s  program expanded s i g n i f i c a n t l y  i n  
FY 1980, i n c l u d i n g  t h e  i n i t i a t i o n  o f  t h r e e  p r o j e c t s  
i n  N ige r i a ,  Za i re ,  and t h e  Sudan - - t h e  f i r s t  such 
p r o j e c t s  i n  A f r i c a .  An a1 ready e s t a b l  i shed p r o j e c t  
i n  H a i t i  r epo r ted  a  con t racep t i ve  usage r a t e  among 
mar r i ed  couples o f  26 percent  co~npared t o  1.3 
percent  when t h e  p r o j e c t  began two yea rs  ago. 



IV.C.2. ECONOMIC SUPPORT FUND 

The Economic Support Fund i s  a f l e x i b l e  t o o l  t o  promote 
t h e  economic o r  p o l i t i c a l  s t a b i l i t y  o f  c o u n t r i e s  i n  which t h e  
Un i ted  S ta tes  has s t rong  f o r e i g n  p o l i c y  i n t e r e s t s .  It i s  
a l s o  used t o  p r o v i d e  US access t o  impor tant  m i l i t a r y  and 
communications f a c i l i t i e s .  

Al though administered by AID i n  g e n e r a l l y  t h e  same 
manner as Development Assistance, ESF resources tend t o  be 
used t o  address a broader range o f  problems. They can be 
used t o  p rov ide  immediate balance o f  payments support 
(ass i s tance  through Commodity Import  Programs o r  cash g ran ts  
t o  f i n a n c e  general  impor ts  r a t h e r  than s p e c i f i c  p r o j e c t s ) ,  t o  
f inance i n f r a s t r u c t u r e  and o the r  c a p i t a l  p r o j e c t s  necessary 
f o r  long- term economic development, o r  t o  support  sma l le r  
p r o j e c t s  t h a t  more d i r e c t l y  address t h e  bas i c  human needs o f  
t h e  poor. 

The programming o f  Economic Support Funds i s  o f t e n  
prompted by p o l i t i c a l  o r  s e c u r i t y  c r i s e s ,  but ,  as r e q u i r e d  by 
Congress, funds are  d i r e c t e d  toward bas i c  human needs and 
development goal s t o  t h e  ex ten t  poss ib le .  Even balance-of-  
payments support  can have a power fu l ,  i f  i n d i r e c t ,  e f f e c t  on 
t h e  we l fa re  o f  t h e  poor. Imports o f  raw mate r ia l s ,  
manufac tur ing and a g r i c u l t u r a l  i npu ts ,  and o t h e r  e s s e n t i a l  
needs can he lp  t o  s u s t a i n  t h e  broad l e v e l  o f  economic 
a c t i v i t y  and growth on which much employment th roughout  these 
economies depends. 

Se lec ted Major Developments i n  1980 

Fo r  FY 1980, $2.104 b i l l i o n  was requested f o r  t h e  
Economic Support Fund. The bu lk  o f  those funds were proposed 
f o r  t h e  Midd le  East t o  support  t h i s  c o u n t r y ' s  c o n t i n u i n g  
e f f o r t s  t o  f u r t h e r  t h e  peace process. Th i s  inc luded a cash 
t r a n s f e r  o f  $785 m i l  l i o n  t o  I s r a e l  t o  address i n f l a t i o n  and 
ba l  ance-of-payments problems. It a1 so i nc luded  $750 m i l  l i o n  
o f  b o t h  p r o j e c t  and commodity ass is tance f o r  Egypt t o  
encourage l o n g - t e n  development a c t i v i t i e s  t o  take  p lace  
w h i l e  a t  t h e  same t ime  p e r m i t t i n g  l a rge -sca le  import  programs 
necessary t o  ma in ta in  h i g h  growth r a t e s  and a1 low t h e  
Egyp t ian  people t o  exper ience t a n g i b l e  b e n e f i t s  from t h e  
peace process. 



Other impor tant  r e c i p i e n t s  i n  FY 1980 inc luded  Turkey 
($98 m i l  1  i o n ) ,  s t r u g g l i n g  t o  overcome se r ious  economic 
problems; t h e  nat ions o f  Southern A f r i c a  ($65 m i l l i o n )  where 
ESF i s  used t o  f a c i l i t a t e  t h e  peaceful  t r a n s i t i o n  t o  m a j o r i t y  
r u l e ;  and several  Caribbean na t i ons  ($5 m i l  1  ion) .  

Ac tua l  o b l i g a t i o n s  i n  FY 1980 were, i n  f ac t ,  l a r g e r  than 
t h e  amounts o r i g i n a l  l y  requested. Several events i n  
1980 -- i n c l u d i n g  t h e  Sov ie t  i nvas ion  o f  Afghanistan,  
p o l i t i c a l  upheaval i n  t h e  Caribbean, and s w e l l i n g  refugee 
problems i n  bo th  As ia  and A f r i c a  - -  l e d  t o  s u b s t a n t i a l  
reprogramming w i t h i n  t h e  o r i g i n a l  budget request and t o  a  
supplemental request  f o r  a d d i t i o n a l  funds. Kenya, Oman, and 
Somalia each rece ived ESF i n  connect ion w i t h  access t o  
m i l i t a r y  f a c i l i t i e s  i n  t h e  v i c i n i t y  o f  t h e  Pers ian Gul f .  
R e l a t i v e l y  l a r g e  programs were c a r r i e d  ou t  i n  both  E l  
Salvador and Nicaragua i n  e f f o r t s  t o  f o s t e r  moderate reform 
movements i n  bo th  coun t r i es .  And Zimbabwe, which e lec ted  a  
new government i n  1980, rece ived $23 m i l l i o n  t o  a s s i s t  i n  
economic r e h a b i l i t a t i o n  and refugee reset t lement .  



IV.  C. 3. PUBLIC LAW 480 FOOD AID 

Under t h e  P u b l i c  Law 480 (PL 480)  program, t h e  U n i t e d  
S t a t e s  p r o v i d e s  o v e r  60 p e r c e n t  o f  t o t a l  f o o d  a i d  r e c e i v e d  by 
deve lop i ng  c o u n t r i e s .  The program se rves  a  number o f  
ob j ec t i ves - - comba t i ng  hunger  and m a l n u t r i t i o n ;  encou rag ing  
economic development; p romo t i ng  i n  o t h e r  ways US f o r e i g n  
p o l  i c y ;  and expanding i n t e r n a t i o n a l  t r ade ,  i n c l u d i n g  US 
a g r i c u l t u r a l  expo r t s .  The Department  o f  A g r i c u l t u r e  and t h e  
Agency f o r  I n t e r n a t i o n a l  Development share  p r ima ry  
r e s p o n s i b i  1  i ty f o r  a d m i n i s t e r i n g  t h e  program w i t h  t h e  
I n t e r n a t i o n a l  Development Coope ra t i on  Agency p r o v i d i n g  
development  p o l  i c y  guidance. Food i s  s u p p l i e d  i n  a  number o f  
ways, ( p r i m a r i l y  f o r  h u m a n i t a r i a n  and developmenta l  purposes)  
i n c l  u d i  ng : 

B i  1  a t e r a l  l y  

--  Long-term, l o w  i n t e r e s t  l oans  under  T i t 1  e  I t o  f r i e n d l y  
d e v e l o p i n g  c o u n t r i e s  t o  he1 p  meet c h r o n i c  o r  unexpected 
f o o d  shor tages.  P a r t i c i p a t i n g  c o u n t r i e s  must agree  t o  
unde r t ake  s e l f - h e l p  measures t o  improve a g r i c u l t u r a l  
p r o d u c t i o n ,  m a r k e t i n g  and d i s t r i b u t i o n ,  and a t t a c k  t h e  
causes o f  pove r t y .  

-- T i t l e  111, d i s cussed  i n  more d e t a i l  below, p r o v i d e s  f o r  
f o r g i v e n e s s  o f  T i t l e  I l o a n s  i f  c e r t a i n  c o n d i t i o n s  a r e  
met  b y  l o w  i ncane  c o u n t r i e s .  

-- Gran t s  under  T i t l e  I 1  t o  governments p r i n c i p a l l y  f o r  
emergency and d i s a s t e r  needs i n c l u d i n g  r e f u g e e  feed ing .  

- -  Donat ions ,  a l s o  unde r  T i t l e  11, t o  US v o l u n t a r y  agenc ies  
wh i ch  sponsor  f e e d i n g  programs t a r g e t t e d  t o  t h e  needy, 
p a r t i c u l a r l y  ma lnou r i shed  c h i l d r e n ,  and s m a l l - s c a l e  " f o o d  
f o r  work"  development programs. R e c i p i e n t  c o u n t r i e s  make 
s u b s t a n t i a l  c o n t r i b u t i o n s  t o  t hese  programs, i n c l u d i n g  
f i n a n c i n g  i n t e r n a l  t r a n s p o r t a t i o n ,  s t o rage ,  and 
d i s t r i b u t i o n  cos t s .  



M u l t i l a t e r a l l y  

- -  Through t h e  World Food Program (WFP), es tab l i shed  w i t h  US 
encouragement by t h e  Un i ted  Nat ions and t h e  Food and 
A g r i c u l t u r e  Organ iza t i on  i n  1962. I n i t i a l l y ,  t h e  Un i ted  
S ta tes  c o n t r i b u t e d  50 percent  o f  WFP1s resources. For 
ca lendar  years  1981-82, t h e  Un i ted  Sta tes  has pledged 
$220 m i  1  l i o n  o f  food and t r a n s p o r t a t i o n  c o s t s  ( f inanced 
under T i t l e  11) toward WFP1s t a r g e t  o f  $1 b i l l i o n .  

Background 

PL 480 was enacted i n  1954, p r i m a r i l y  a s  a  su rp lus  
disposal  measure. I n  t h e  e a r l y  1960s, PL 480 f i nanced  
shipments comprised over 23 percent o f  t h e  value o f  t o t a l  US 
a g r i c u l t u r a l  exports.  Th i s  has now dwindled t o  l e s s  than  
f o u r  percent. I n  1966, when t h e  l e g i s l a t i o n  was 
s u b s t a n t i a l  l y  r e v i  sed, t h e  emphasis on surp lus  d i sposa l  
changed. The r e v i s e d  l e g i s l a t i o n  emphasized a s s i s t i n g  
developing coun t r i es  t o  improve t h e i r  own a g r i c u l t u r a l  
product ion.  PL 480 requirements may be taken i n t o  
c o n s i d e r a t i o n  i n  p lann ing  domestic farm programs. However, 
w i t h  t h e  excep t ion  noted below, commodities a r e  not  a v a i l a b l e  
f o r  PL 480 i f  these shipments would reduce t h e  amount needed 
f o r  domestic requ i  rements, adequate ca r ryove r  o f  stocks,  and 
a n t i c i p a t e d  commercial exports.  Even under these 
circumstances, some p a r t  o f  t h e  supply may be made a v a i l a b l e  
t o  meet urgent  humani tar ian  needs. 

Var ious amendments have been added t o  t h e  l e g i s l a t i o n ,  
i nc lud i  ng: 

-- A requirement t h a t  a t  l e a s t  75 percent  o f  food a i d  
prov ided under T i t l e  I o f  t h e  Act be a1 located i n i t i a l  l y  
t o  coun t r i es  whose per  c a p i t a  income i s  a t  o r  below t h e  
e l i g i b i l i t y  l e v e l  o f  t h e  I n t e r n a t i o n a l  Development 
Assoc ia t i on  (IDA)--9680 f o r  1980. 



T i t l e  111 a u t h o r i z i n g  m u l t i y e a r  supply agreements o f  up 
t o  f i v e  years  w i t h  " I D A  e l i g i b l e "  c o u n t r i e s  prepared t o  
undertake ac t ions,  a d d i t i o n a l  t o  those o therwise planned, 
t o  address t h e  c o n s t r a i n t s  t o  e q u i t a b l e  development, 
p a r t i c u l a r l y  i n  t he  food and a g r i c u l t u r e  sector.  PL 480 
commodit ies o r  l o c a l  cur rency sa les  proceeds used f o r  
agreed devel opment purposes may be appl i e d  aga ins t  t h e  
repayment o b l i g a t i o n  t o  t h e  Uni ted States--i .e., t h e  
Uni ted Sta tes  may f o r g i v e  t h e  loan. Special  i n c e n t i v e s  
may be o f f e r e d  t o  t h e  r e l a t i v e l y  l e a s t  developed 
coun t r i es .  These inc lude  US f i n a n c i n g  o f  ocean f r e i g h t  
and, i n  t h e  case o f  land locked coun t r i es ,  d e l i v e r y  t o  
p o i n t s  o f  en t r y .  

-- A mi ni~num annual tonnage requirement f o r  food donat ions 
under T i t l e  I 1  o f  1.6 m i l  l i o n  tons f o r  f i s c a l  years  1978 
through 1980 r i s i n g  t o  1.7 m i l l i o n  tons f o r  FY 1982 and 
t h e r e a f t e r .  Even i f  US supp l i es  a re  t i g h t ,  food may be 
made a v a i l a b l e  t o  meet urgent  humani tar ian  needs. 

--  ,4 requirement f o r  a  de te rm ina t i on  t h a t  adequate storage 
i s  a v a i l a b l e  i n  r e c i p i e n t  c o u n t r i e s  and t h a t  t h e  
d i s t r i b u t i o n  o f  PL 480 commodities w i l l  no t  r e s u l t  i n  a  
s u b s t a n t i a l  d i s i n c e n t i v e  o r  i n t e r f e r e  w i t h  domestic 
p roduc t i on  o r  marketing. 

Major  Developments i n  1980 

I n  1980, PL 480 commodities t o t a l e d  $1,566 m i l l i o n  which 
f inanced shipment o f  6.2 m i l l i o n  tons o f  food--about t h e  same 
as i n  FY 1979. Grants t o t a l i n g  $729 mi 1  l i o n  cove r ing  
shipment ( i n c l u d i n g  f r e i g h t  cos ts)  o f  s l i g h t l y  ove r  1.8 
m i l  l i o n  tons o f  b u l k  and processed foods were made t o  US 
v o l u n t a r y  agencies, t h e  WFP and d i r e c t l y  t o  poor  c o u n t r i e s  t o  
he1 p meet emergency and d i  sas te r  needs i n c l u d i n g  re fugee 
feeding. Loan commitments o f  $837 m i l l i o n  prov ided f o r  
shipment o f  over 4.4 m i l l i o n  tons o f  food. Over 80 percent  
o f  t he  food was a l l o c a t e d  t o  c o u n t r i e s  w i t h  a  pe r  c a p i t a  
income o f  $680 o r  l ess .  Moreover, $129 m i l i o n  o f  these loans 
may be f o r g i v e n  i f  t h e  r e c i p i e n t  c o u n t r i e s  c a r r y  o u t  t h e  
a d d i t i o n a l  development commi tnen ts  inc luded i n  T i t l e  I I I 
agreements. 



PL 480 Commitments--FY 1980 
GRANTS LOANS TOTAL 

M i l l i o n  a/ M i l l i o n  a/ M i l l i o n  a/ 
tons $ M i l l i o n s  - - -  tons $ M i l l i o n s  tons - $ M i l l i o n s  

Commodi t i e s  1,827.2 509.7 4,374.7 836.8 6,201.9 1,346.5 

Subject t o  Loan 

Forgiveness (715.0) (129.3) 

Ocean F r e i g h t  219.5 - b/ 219.5 

Tota l  1,827.2 729.2 4,374.7 836.8 6,201.9 1,566.0 

a/ I n c l u d i n g  t h e  g r a i n  equ iva len t  o f  cerea l  based processed food. - 
b/ Ocean t r a n s p o r t a t i o n  cos ts  were f inanced by r e c i p i e n t  c o u n t r i e s  except t h a t  t he  - 

Uni ted S ta tes  absorbed t h e  cos t  o f  t h e  d i f f e r e n t i a l ,  i f  any, r e s u l t i n g  from t h e  
requirement t h a t  50 percent o f  t h e  cargo be shipped on US f l a g  vessels. For  FY 
1980, these cos ts  approximated $85 m i l  l i o n .  



Nineteen hundred and e i g h t y  was marked by a  t r a g i c  r i s e  
i n  t h e  need f o r  emergency ass i s tance  t o  a v e r t  s t a r v a t i o n  i n  
Kampuchea, f o r  refugees streaming i n t o  Somalia and Pak is tan,  
and f o r  drought v i c t i m s  i n  A f r i c a .  The amount o f  food 
donated f o r  these purposes more than  doubled over t h e  
prev ious year. I n  o rde r  t o  ~neet  t h e  e x t r a o r d i n a r y  l e v e l  o f  
emergency r e l i e f  requirements and t o  expand t h e  program t o  
he lp  s t a b i l i z e  US farm p r i c e s  f o l l o w i n g  t h e  suspension o f  
S o v i e t  g r a i n  shipments, t h e  Congress increased t h e  FY 1980 PL 
480 program l e v e l  by  $193.2 mi 1  l i o n .  

The t rend  toward i n c r e a s i n g  food a i d  t o  A f r i c a ,  which 
has t h e  most ser ious problem of l agg ing  food product ion ,  
cont inued i n  1980. Dur ing t h e  l a s t  f o u r  years t h e  value o f  
PL 480 food i n p u t s  i n t o  A f r i c a  has more than t r i p l e d .  Dur ing  
t h e  same per iod,  shipments t o  L a t i n  America and t h e  Caribbean 
c o u n t r i e s  almost doubled. 

Food A i d  Convention 

The Food Aid Convention c u r r e n t l y  i n  e f f e c t  came i n t o  
f o r c e  on J u l y  1, 1980. I t s  o b j e c t i v e  i s  t o  achieve, th rough 
a  j o i n t  e f f o r t  by  t h e  i n t e r n a t i o n a l  community, t h e  World Food 
Conference t a r g e t  o f  a t  l e a s t  1 0  m i l l i o n  tons o f  cerea l  food 
a i d  annua l l y  t o  deve lop ing coun t r i es .  The o b l i g a t i o n s  a r e  
bas i ca l  l y  q u a n t i t a t i v e ,  a n  impor tan t  cons ide ra t i on  i n  t imes 
o f  increased g r a i n  p r i ces .  

Under t h e  new Convention, commitments now t o t a l  about 
7.6 m i l  l i o n  tons compared t o  4.2 tons prev ious ly .  The US 
commitment, which i s  f u l f i l l e d  through PL 480 shipments, i s  
4.47 m i l l i o n  tons, more than double our prev ious pledge o f  
1.89 m i l i o n  tons. The Food A id  Committee may recommend t h a t  
members v o l u n t a r i l y  i ncrease t h e i r  c o n t r i b u t i o n s  t o  cover  
emergency needs i f  a  s u b s t a n t i a l  number o f  low-income 
c o u n t r i e s  s u f f e r  a  sharp s h o r t f a l l  i n  product ion .  

Food S e c u r i t y  Wheat Reserve Act  o f  1980 

Thi  s  1  eg i  s l  a t i  on prov ides f o r  a  governinent h e l d  reserve 
o f  up t o  f o u r  m i l  l i o n  tons of wheat t o  be used s o l e l y  f o r  
emergency humani tar ian  food needs i n  developing coun t r i es .  
Th i s  wheat cou ld  be made a v a i l a b l e  on a  g ran t  o r  l oan  bas i s  
under PL 480 when adequate amounts cou ld  not o therwise be 
supp l i ed  under the  avai  l a b i  1  i t y  requirements o f  Sec t i on  401 
of PL 480. Establ ishment of t h e  s e c u r i t y  reserve underscores 
t h e  importance which the  Uni ted Sta tes  a t taches t o  i t s  
commitment under the  Food A id  Convention. 



Even i f  supp l i es  were not  t i g h t ,  up t o  300,000 t o n s  o f  
wheat c o u l d  be re leased annua l l y  f o r  g ran ts  t o  meet u rgen t  
humani ta r ian  needs i n  developing c o u n t r i e s  i n  t h e  wake o f  
major  d i sas te rs .  T h i s  spec ia l  a u t h o r i t y  can be used when 
wheat needed f o r  t h i s  purpose cou ld  not  be programmed i n  a  
t i m e l y  manner under t h e  normal lneans o f  o b t a i n i n g  commodit ies 
under PL 480. 

Most o f  t h e  wheat has been purchased by t h e  Commodity 
C r e d i t  Corpora t ion  (CCC) f o l l o w i n g  t h e  Sov ie t  t r a d e  
suspension. Wheat re leased f rom t h e  rese rve  must be 
rep len i shed  prompt ly  e i t h e r  by commercial purchases o r ,  i f  
necessary t o  avoid market d i s r u p t i o n ,  by des igna t i ng  s tocks  
o the rw ise  h e l d  by t h e  CCC. The a u t h o r i t y  t o  rep lace  s tocks  
t o  m a i n t a i n  t h e  reserve exp i res  on September 30, 1985. Wheat 
remain ing  i n  t h e  reserve w i l l  be used t o  p r o v i d e  emergency 
food  assistance.  

CCC i s  t o  be reimbursed f rom funds made a v a i l a b l e  f o r  PL 
480 on t h e  b a s i s  o f  ac tua l  c o s t s  i n c u r r e d  o r  t h e  expo r t  
market p r i c e  o f  wheat (as determined by t h e  Secre tary  o f  
A g r i c u l t u r e ) ,  whichever i s  l o w e r  as o f  t h e  t i m e  t h e  wheat i s  
re leased f rom t h e  reserve.  The reimbursement ( i n c l u d i n g  
c o s t s  i n c u r r e d  i n  processing,  hand1 i ng , f i nanci ng ocean 
t r a n s p o r t a t i o n ,  etc.) may be made f rom funds app rop r i a ted  f o r  
t h a t  purpose i n  subsequent years. 



I V .  C. 4. THE PEACE CORPS 

The Peace Corps'  m iss ion  i s  t o  promote w o r l d  peace and 
f r i e n d s h i p  b y  making American vo lun tee rs  a v a i l a b l e  t o :  

--  h e l p  t h e  people o f  i n t e r e s t e d  c o u n t r i e s  and areas i n  
meet ing t h e i r  needs f o r  t r a i n e d  personpower, 
p a r t i c u l a r l y  t h e  bas i c  needs o f  those l i v i n g  i n  t h e  
poores t  areas; and, 

-- h e l p  promote a  b e t t e r  unders tand ing o f  Americans among 
t h e  peoples served and a  b e t t e r  unders tand i  ng o f  o t h e r  
c o u n t r i e s  among Americans. 

Peace Corps programs a r e  c o n s i s t e n t  w i t h  and suppor t  
o v e r a l l  US development po l  i cy .  Peace Corps p rov ides  a  
c o n t i n u i n g  focus  w i t h i n  t h e  development community on  grass  
r o o t s  development issues and s t ra teg ies .  

Dur ing  1980, t h e  person-to-person, g rass - roo ts  approach, 
which has been Peace Corps' ha l lmark  f o r  19 years ,  p rov ided  
i n c r e a s i n g  o p p o r t u n i t i e s  f o r  c o l l a b o r a t i o n  w i t h  o t h e r  
agencies, especi  a1 l y  AID b u t  a1 so mu1 t i 1  a t e r a l  and p r i v a t e  
v o l u n t a r y  organ iza t ions .  

I n  a d d i t i o n ,  s i g n i f i c a n t  p rogress  was made i n  des ign ing  
and implement ing new p r o j e c t s  i n  t h e  f i e l d s  o f  f o r e s t r y ,  
f i s h e r i e s ,  renewable energy, hea l t h ,  water ,  f o o d  p roduc t i on ,  
n u t r i t i o n ,  and educat ion.  Ongoing p r o j e c t s  i n  these areas 
were strengthened by focus ing  vo lun tee r  assignments on 
b u i  1  d i  ng 1  ocal  capabi 1  i t  i e s ,  mobi 1  i z i  ng 1  ocal  resources,  
u s i n g  c a p i t a l - s a v i n g  a p p r o p r i a t e  techno log ies ,  and f u r t h e r i n g  
e f f o r t s  t o  f u l l y  i n c o r p o r a t e  women i n  t h e  development 
process. 

US P a r t i c i p a t i o n  and C o n t r i b u t i o n s  

I n  1980 n e a r l y  6,000 American Peace Corps vo lun tee rs  
p a r t i c i p a t e d  i n  t h e  development e f f o r t s  o f  62 T h i r d  World 
nat ions .  They worked i n  a  wide v a r i e t y  
o f  p r o j e c t s  developed j o i n t l y  between Peace Corps overseas 
s t a f f  and hos t  coun t r y  agencies,  responding b o t h  t o  t h e  
expressed needs and i n t e r e s t s  o f  t h e  hos t  government and t o  
t h e  bas i c  human needs o f  t h e  poor i n  each country.  



More than 3,000 men and women entered Peace Corps 
t r a i n i n g  f o r  two-year assignments i n  A f r i c a ,  L a t i n  America, 
t h e  Caribbean, t h e  Near East, Asia, and t h e  P a c i f i c  du r ing  
1980. As p a r t  o f  an e f f o r t  t o  assure t h a t  a l l  vo lunteers  
wi 11 possess not o n l y  t h e  app rop r ia te  s e r v i c e  m o t i v a t i o n  bu t  
a l s o  t h e  techn ica l  sk i  11s r e q u i s i t e  t o  t h e i r  assignments, 
Peace Corps expanded t h e  use o f  bo th  Centers f o r  Assessment 
and T r a i  n i  ng (CAST) and spec ia l  l y  designed, competency-based 
t e c h n i c a l  s k i  11 t r a i n i n g  programs he ld  i n  t h e  Un i ted  Sta tes  
p r i o r  t o  vo lun tee r  depar ture  f o r  t h e  i n -coun t ry  phase o f  
t r a i n i n g .  Th i s  occurred desp i te  t h e  f i s c a l  l i m i t a t i o n s  o f  a 
f u l l  yea r  o f  fund ing under a c o n t i n u i n g  r e s o l u t i o n  and h i g h  
l e v e l s  o f  overseas i n f l a t i o n ,  bo th  o f  which cons t ra ined  
planned expansion o f  these a c t i v i t i e s .  

A1 though t h e  P res iden t ' s  budget requested a p p r o p r i a t i o n s  
o f  $105.8 m i l l i o n  f o r  t h e  Peace Corps i n  1980, j u s t  under 
$100 m i l l i o n  was a v a i l a b l e  under t h e  con t i nu ing  r e s o l u t i o n .  
Fo r tuna te l y ,  hos t  c o u n t r i e s  cont inued t o  make n e a r l y  f i v e  
m i l  l i o n  d o l l a r s  i n  cash and i n - k i  nd c o n t r i b u t i o n s  t o  Peace 
Corps p ro jec ts ,  demonstrat ing t h e i r  commitment t o  the  
program. 

The s i n g l e  g rea tes t  area o f  expendi ture  cont inued t o  be 
t h e  d i r e c t  support  o f  vo lunteers  overseas. Costs o f  overseas 
s t a f f  support  and t h e  t r a i n i n g  o f  vo lunteers  were t h e  two 
o t h e r  ma jo r  expendi tures.  Three-quarters o f  a1 1 Peace Corps 
s t a f f  were s ta t i oned  overseas i n  t h e  host  c o u n t r i e s  where 
vo lunteers  serve; t w o - t h i r d s  o f  t h e  overseas s t a f f  were hos t  
coun t ry  nat iona ls .  

Dur ing 1980, Peace Corps had programs i n  t h e  f o l  lowi  ng 
c o u n t r i e s :  

A f r i c a  : Benin, Botswana, Cameroon, Cent ra l  A f r i c a n  
Republ ic,  Gabon, Gambia, Ghana, I v o r y  Coast, Kenya, 
Lesotho, L i b e r i a ,  Malawi, Ma l i ,  Maur i t an ia ,  N ige r ,  
Rwanda, Senegal, Seychel les Is lands,  S i e r r a  Leone, 
Swaziland, Tanzania, Togo, Upper Vo l ta ,  and Zaire.  

L a t i n  America and t h e  Caribbean: B e l i z e ,  B r a z i l ,  Ch i l e ,  
Col anbia , Costa Rica, Dominican Republ ic,  Ant igua, 
Barbados, Dominica, Grenada, Monserrat, S t .  K i  t t s ,  S t .  
Luc ia ,  St. V i  ncent, Ecuador, E l  Sal vador, Guatemala, 
Honduras, Jamaica, and Paraguay. 



Nor th  A f r i c a ,  t h e  Near East ,  Asia,  and t h e  P a c i f i c :  
F i j i  , K i raba t ,  Korea, Ma1 ays ia ,  Micronesia,  Morocco, 
Nepal, Oman, P h i l l i p p i n e s ,  Solomon I s l ands ,  Tha i land,  
Tonga, Tun i s ia ,  Tuvalu, Western Samoa, and N o r t h  Yemen. 

Dur ing  t h e  y e a r  i n v i t a t i o n s  were accepted t o  e n t e r  Papua 
New Guinea and t o  r e t u r n  t o  Nicaragua, w h i l e  programs were 
be ing phased ou t  by  mutual agreement i n  B r a z i l  and South 
Korea. The program i n  E l  Sal vador was suspended because 
c i v i l  s t r i f e  made i t  imposs ib le  f o r  vo lun tee rs  t o  f u n c t i o n  
e f f e c t i v e l y  and f o r  vo lun tee r  h e a l t h  and s a f e t y  t o  he 
pro tec ted.  

Peace Corps vo lun tee rs  served i n  a  wide v a r i e t y  o f  
i n d i v i d u a l  assignments and p r o j e c t s ,  each t a i l o r e d  t o  address 
s p e c i f i c  l o c a l  needs. Whi le summary s t a t i s t i c s  cannot 
adequately r e f 1  e c t  t h e  range and d i v e r s i t y  o f  a c t i v i t i e s ,  
t h e y  do p rov ide  an overv iew o f  t h e  types o f  development 
programs i n  which vo lun tee rs  a re  invo lved.  

Dur ing  1980, approx imate ly :  

--  25% o f  vo lun tee rs  were working i n heal t h - r e 1  a ted 
p r o j e c t s :  n u t r i t i o n  an3 pub1 i c  h e a l t h  educat ion ,  
s a n i t a t i o n ,  po tab le  water suppl i es ,  immunizat ion;  and 
maternal  and c h i l d  h e a l t h  care. 

--  20% o f  vo lun tee rs  were working i n  food p r o d u c t i o n  
p r o j e c t s :  animal husbandry; c rop  product ion ;  mar ine 
and f resh -wa te r  f i s h e r i e s ;  i r r i g a t i o n ;  and 
h o r t i c u l t u r e .  Peace Corps vo lun tee rs  p rov ide  t h e  
l a r g e s t  s i n g l e  f o r c e  working i n  f r e s h  water f i s h  
c u l t u r e  i n  t h e  world. 

--  40% o f  vo lun teers  were working i n  educa t i on  p r o j e c t s :  
voca t i ona l  and teache r  t r a i n i n g ;  c lassroom teach ing;  
1  i t e r a c y ;  and non-formal education. Peace Corps 
involvement i n  formal educat ion  has d e c l i n e d  somewhat 
as emphasis has s h i f t e d  i n  some c o u n t r i e s  f rom 
t r a d i t i o n a l  classroom teach ing p r o j e c t s  t o  a  range o f  
non-formal educat ion  a c t i v i t i e s .  

--  10% o f  vo lun tee rs  were working i n  economic development 
and income gene ra t i on  p r o j e c t s :  c r e d i t  union,  
coopera t ive ,  and smal l  business development; and 
market ing  and co t tage  i n d u s t r i e s .  



5% o f  vo lun tee rs  were working i n  energy and 
conse rva t i on  p r o j e c t s :  f o r e s t r y  and o t h e r  renewable 
resource development ( t h e  use o f  pedal and s o l a r  power, 
more e f f i c i e n t  cooking and hea t ing  techno log ies ,  etc.) ;  
s o i l  and w i l d l i f e  conservat ion  and o the r  areas o f  
e n v i r o m e n t a l  p ro tec t i on ;  and a v a r i e t y  o f  o t h e r  
p r o j e c t s  i n c l u d i n g  i n t e g r a t e d  r u r a l  development, 
housing, you th  work, and community services.  The 
number of vo lunteers  i n  f o r e s t r y  and energy p r o j e c t s  i s  
growi ng rap id1  y, supported by ex tens i ve  Peace Corps 
c o l l a b o r a t i o n  w i t h  AID i n  these c r i t i c a l  areas. 

I n  a d d i t i o n  t o  t h e  vo lunteers  supported d i r e c t l y  through 
i t s  b i l a t e r a l  programs, Peace Corps supported t h e  s e r v i c e  o f  
n e a r l y  100 US and T h i r d  World n a t i o n a l s  i n  m u l t i l a t e r a l  
vo lun tee r  programs, p a r t i c u l a r l y  t h e  Uni ted Nat ions Volunteer 
Program. I n  response t o  t h e  growing re fugee c r i s i s ,  Peace 
Corps began a new m u l t i l a t e r a l  program t o  a s s i s t  i n  re fugee 
re1 i e f  i n  Southeast As ia  and Soma1 ia .  

Major  Developments i n  1980 

Core Curr icu lum 

Peace Corps began t h e  development o f  a core  se t  o f  
t r a i n i n g  goals and m a t e r i a l s  aimed a t  enhancing vo lun tee r  
developmental e f f e c t i v e n e s s  throughout t h e  s e r v i c e  per iod.  
T h i s  Core Curr icu lum i n t e g r a t e s  s k i l l s  r e l a t i n g  t o  t h e  r o l e  
o f  t h e  vo lun tee r  i n  development , cross-cu l  t u r a l  f 1 uency , 
1 anguage and communications, t e c h n i c a l  and work contex t ,  and 
vo lun tee r  phys ica l  and m o t i o n a l  we1 1-bei  ng. S p e c i f i c  
t r a i n i n g  goa ls  and o b j e c t i v e s  a r e  addressed a t  Centers f o r  
Assessment and T r a i n i n g  i n  pre-serv ice ,  i n-serv ice ,  and 
compl e t  i o n - o f - s e r v i c e  t r a i n i n g  events. 

Development Educat ion 

Plans were developed du r ing  1980 t o  use t h e  t w e n t i e t h  
ann iversary  o f  Peace Corps' founding i n  1961 as an occasion 
no t  o n l y  f o r  r a i s i n g  p u b l i c  awareness o f  t he  Peace Corps, b u t  
a l s o  f o r  b u i l d i n g  a foundat ion f o r  a c t i v i t i e s  intended t o  
r e i n v o l  ve former vo lunteers  and s t a f f  i n  t h e  agency's m iss ion  
t o  promote a b e t t e r  understanding o f  t h e  peoples whom Peace 
Corps serves on b e h a l f  o f  t h e  people o f  t he  Un i ted  States. 



'This work wi 11 be done i n  c o l l a b o r a t i o n  w i t h  p r i v a t e  
v o l u n t a r y  o rgan i za t i ons ,  educat iona l  i n s t i t u t i o n s ,  and o t h e r  
US government agencies w i t h  shared mandates t o  i nc rease  
c i t i z e n  unders tand ing o f  g loba l  i ssues such as t h e  
I n t e r n a t i o n a l  Communications Agency and t h e  Department o f  
Educat ion.  

Refugee Ass is tance 

New r e l a t i o n s h i p s  were es tab l i shed  d u r i n g  1980 which 
p e r m i t t e d  t h e  assignment o f  Peace Corps-sponsored Un i ted  
S ta tes  vo lun tee rs  t o  a s s i s t  i n  re fugee work o f  t h e  Un i ted  
Nat ions  High Commission on Refugees and t h e  Intergovernmental  
Committee f o r  European M i g r a t i o n 1  

Peace Corps-AID C o l l a b o r a t i o n  

Coopera t ion  between t h e  Peace Corps and t h e  Agency f o r  
I n t e r n a t i o n a l  Development cont inued t o  increase n o t  o n l y  a t  
t h e  coun t r y  b u t  a l so  a t  t h e  in teragency l e v e l  w i t h  t h e  
implementa t ion  o f  agreements i n  t h e  Energy and F o r e s t r y  
sectors.  These arrangements a re  aimed a t  deve lop ing a  s e t  o f  
l o c a l  l e v e l  approaches t o  these c r i t i c a l  problems, which can 
be  r e p l i c a t e d  beyond t h e  scope o f  t h e  PC-AID agreements. 

Peace Corps-ACTION R e l a t i o n s h i p  

T h i s  was t h e  f i r s t  f u l l  y e a r  o f  implementat ion o f  t h e  
Execu t i ve  Order e s t a b l i s h i n g  Peace Corps as an autonomous 
agency w i t h i n  ACTION. Resources were t r a n s f e r r e d  f rom ACTION 
t o  c r e a t e  budget, p lann ing  , personnel , 1  egal counsel ,and 
o t h e r  support  o f f i c e s  w i t h i n  Peace Corps. The O f f i c e  o f  
Development Educat ion was e s t a b l i s h e d  t o  m o b i l i z e  re tu rned  
vo lun tee rs  and o the rs  i n  more s t r u c t u r e d  a c t i v i t i e s  aimed a t  
t h e  accomplishment o f  Peace Corps' t h i r d  l e g  i s 1  a ted  goal : 
" h e l p i n g  t o  promote a  b e t t e r  unders tand ing o f  o t h e r  people on 
t h e  p a r t  o f  t h e  American people." 



I V .  C. 5. THE INTER-AMERICAN FOUNDATION 

The In ter -Amer ican Foundat ion ( IAF)  i s  a p u b l i c  
c o r p o r a t i o n  c reated by Congress i n  1969 as an exper imenta l  
a l t e r n a t i v e  t o  es tab l i shed  ass i s tance  programs i n  L a t i n  
America and t h e  Caribbean. Granted a u t h o r i t y  t o  conduct i t s  
a f f a i r s  independent o f  o t h e r  US f o r e i g n  p o l i c y  agencies, t h e  
IAF works t o  promote more equ i tab le ,  responsive,  and 
p a r t i c i p a t o r y  approaches t o  development and f o r e i g n  
ass i s tance  i n  t h e  region.  Approximately 60 percent  o f  t h e  
Foundat ion 's  funds come from Congressional app rop r i a t i ons ,  
and t h e  remainder from t h e  Soc ia l  Progress T r u s t  Fund o f  t h e  
In ter -Amer ican Development Bank. 

Under i t s  l e g i s l a t i v e  mandate, t h e  IAF i s  charged w i t h  
respons ib i  1 i t y  t o :  

-- A s s i s t  i n i t i a t i v e s  o f  L a t i n  American and Caribbean 
o rgan i za t i ons  t h a t  p rov ide  o p p o r t u n i t i e s  f o r  t h e  
s o c i a l  , economic, and c u l t u r a l  development o f  1 ow 
i ncome and o therwi  se disadvantaged groups; 

-- F o s t e r  t h e  p a r t i c i p a t i o n  i n  community and n a t i o n a l  
development o f  those groups t h a t  a re  usual l y  denied a 
v o i c e  i n  development d e c i s i o n s  and l a r g e l y  excluded 
f rom t h e  b e n e f i t s  o f  programs; 

- -  Encourage t h e  emergence and growth o f  democrat ic  
i n s t i t u t i o n s  i n  t h e  reg ion;  

-- C o n t r i b u t e  t o  p u b l i c  unders tand ing and debate about 
i n s t i t u t i o n s ,  p o l i c i e s ,  and programs t h a t  shape and 
c o n s t r a i d  economic and s o c i a l  change i n  L a t i n  America 
and t h e  Caribbean. 

The IAF i s  governed by a seven-person Board o f  D i r e c t o r s  
appo in ted by t h e  P res iden t  o f  t h e  Un i ted  States. Four 
members o f  t h e  Board a r e  drawn from t h e  p r i v a t e  s e c t o r  and 
t h r e e  from goverrment. A P res iden t  appointed by t h e  Board 
serves as t h e  c h i e f  execu t i ve  o f f i c e r  o f  t h e  Foundation. The 
6 5  person s t a f f  i s  l o c a t e d  a t  t h e  IAF o f f i c e  i n  Rosslyn, 
V i r g i n i a ,  j u s t  o u t s i d e  Washington, D.C. S t a f f  members t r a v e l  
r e g u l a r l y  t o  L a t i n  America and t h e  Caribbean t o  rev iew 
c u r r e n t  p r o j e c t s  and new proposal s. The Foundat ion ma in ta ins  
no overseas s t a f f  o r  o f f i c e s  overseas. 



The Foundat ion s e l e c t s  p r o j e c t s  f o r  support  f rom t h e  
l a r g e  number o f  proposals it receives.  The IAF responds t o  
f n i t i a t i v e s  coming f rom L a t i n  American and Caribbean groups 
and does not  se t  goa ls  o r  d i r e c t  i ons  f o r  those who rece ive  
i t s  assistance. The Foundat ion does not  have f i x e d  
p r i o r i t i e s  o r  g u i d e l i n e s  f o r  t h e  a l l o c a t i o n  o f  i t s  f und ing  
among coun t r i es ,  i n s t i t u t i o n s ,  o r  program sectors.  I t s  small 
s i z e  and independence a l l o w  t h e  IAF t o  respond more q u i c k l y  
t o  proposals than o t h e r  a i d  agencies and t o  support  many 
o rgan iza t i ons  and ideas t h a t  might  o therwise not  have access 
t o  ex te rna l  assistance. 

US P a r t i c i p a t i o n  and C o n t r i b u t i o n s  

Dur ing t h e  past  decade, t h e  Inter-American Foundat ion 
made g r a n t s  t o t a l l i n g  more than $100 m i l l i o n  f o r  about 900 
p r o j e c t s  i n  27 nat ions o f  L a t i n  America and t h e  Caribbean. 
IAF g ran ts  have va r ied  i n  s i z e  from l e s s  than $1,000 t o  $2.5 
m i l  l i o n ;  t h e  average g r a n t  has been about t o  $120,000. I n  
F i s c a l  Year 1980, t h e  Foundation approved approximately 200 
new g ran ts  t o t a l l i n g  $19 m i l l i o n .  I n  add i t i on ,  t h e  
Foundat ion approved t h e  expendi ture  o f  an a d d i t i o n a l  $5 
m i l l i o n  f o r  supplements t o  grants  made be fo re  1980. The 
Foundat ion concentrated i t s  spending on p r o j e c t s  t h a t :  

-- Strengthen peasant, worker, and community groups so 
they  can b e t t e r  protnote t h e  s o c i a l  and economic 
i n t e r e s t s  o f  t h e i r  members. P a r t i c u l a r  a t t e n t i o n  i s  
g i ven  t o  o rgan iza t i ons  t h a t  a r e  p a r t i c i p a t o r y  and 
democrat ic i n  t h e i r  operat ions,  a r e  prepared t o  commit 
t h e i r  own resources t o  t h e  o b j e c t i v e s  be ing  sought, and 
a r e  1 i k e l y  t o  cont inue t o  grow and develop beyond t h e  
p e r i o d  o f  IAF assistance. 

-- Support t h e  development o f  i n s t i t u t i o n s  t h a t  can f o s t e r  
cooperat ion  among peasant, worker, and community groups 
and p rov ide  them w i t h  such serv ices  as c r e d i t ,  
t e c h n i c a l  assistance, t r a i n i n g ,  and market ing  and 
d i s t r i b u t i o n  f a c i l i t i e s .  Important  among these 
i n s t i t u t i o n s  a r e  fede ra t i ons  o f  cooperat ives,  p r i v a t e  
development foundat ions,  church and u n i v e r s i t y  
programs, and a g r i c u l t u r a l  s e r v i c e  organ izat ions.  



-- E x p l o r e  new approaches t o  t h e  problems o f  d e p r i v a t i o n  
among and d i s c r i m i n a t i o n  a g a i n s t  t h e  p a r t i c u l a r l y  
d isadvantaged:  e t h n i c  and r a c i a l  m i n o r i t i e s ,  t h e  r u r a l  
1  andless,  p o o r  women, unemployed you th ,  and I nd i ans .  
P rom is i ng  a c t i v i t i e s  a r e  be i ng  suppo r t ed  i n  educa t i on ,  
h e a l t h  and n u t r i t i o n ,  j o b  c r e a t i o n ,  l e g a l  a i d  and human 
r i g h t s ,  and c u l t u r a l  express ion .  

-- Promote r esea rch  and a n a l y s i s  a t  L a t i n  American c e n t e r s  
t h a t  can  document and e x p l a i n  t h e  c o n d i t i o n s  o f  poor  
and d isadvantaged groups, assess  t h e  imp1 i c a t i o n s  o f  
a l t e r n a t i v e  government p o l i c i e s  and programs on t h e  
w e l f a r e  o f  t h e s e  groups,  and c l a r i f y  t h e  i s s u e s  and 
c h o i c e s  f a c i n g  p o o r  and d isadvantaged peop le  as t h e y  
work t o  improve t h e i r  s i t u a t i o n .  The Founda t i on  a l s o  
m a i n t a i n s  a c a n p e t i t i v e  program o f  f e l  l owsh ips  awards 
f o r  d o c t o r a l  and maste rs  degree  cand ida tes  a t  US 
u n i v e r s i t i e s  t o  conduc t  f i e l d  r esea rch  i n  L a t i n  America 
and t h e  Car ibbean.  

Among t h e  g r a n t s  made i n  1980 were t h e  f o l l o w i n g :  

1. A g r a n t  o f  $5,500 t o  t h e  Farmers Coope ra t i ve  o f  
Boe t i ca ,  i n  Dominica,  t o  buy power saws, t o o l s ,  and 
a g r i c u l t u r a l  s u p p l i e s  t o  c l e a r  woodlands and expand 
a g r i c u l t u r a l  p roduc t i on .  

2. A g r a n t  o f  $15,000 t o  t h e  U n i v e r s i d a d  C a t o l i c a  de 
Santa  Mar ia ,  i n  Peru, t o  suppo r t  i t s  l e g a l  a i d  
c l i n i c  f o r  p o o r  r e s i d e n t s  o f  Arequipa. 

3. A g r a n t  o f  $34,000 t o  t h e  Coope ra t i va  Ag ropecua r i a  
A r t e s a n a l  "La Siembra," i n  B o l i v i a ,  t o  suppo r t  t h e  
work o f  r u r a l  peasant  women a r t i s a n s .  

4. A g r a n t  o f  $164,424 t o  t h e  Coope ra t i va  de 
Pescadores d e l  L i t o r a l  A t l a n t i c o ,  i n  Costa Rica,  so  
t h a t  t h e  f i s h i n g  c o o p e r a t i v e  can d i v e r s i f y  i t s  
a c t i v i t i e s  and b u i l d  a c o l d  s t o r a g e  chamber. 



1V.D. REFUGEE ASSISTANCE 

Inc reas ing  i n t e r n a t i o n a l  a t t e n t i o n  i s  now be ing focussed 
o n  t h e  development i m p l i c a t i o n s  ( i n  a d d i t i o n  t o  t h e  
t r a d i t i o n a l  p o l i t i c a l  and humani tar ian  concerns) o f  t h e  
growing number o f  refugees. The f o l l o w i n g  s e c t i o n  descr ibes 
t h e  US re fugee ass is tance e f f o r t .  

There a re  several  aspects o f  t h e  development dimension 
o f  t h e  re fugee problem. The i n a b i l i t y  o f  many developing 
c o u n t r i e s  t o  support  t h e i r  popu la t i ons  i s  b o t h  r e f l e c t e d  i n  
and aggravated by t h e  growing numbers o f  refugees. The most 
p e r s i s t e n t  refugee problems have occurred i n  t h e  depressed 
areas o f  A f r i c a  and Southeast Asia,  where 1  ong-term 
development resources a re  a l ready  s t re t ched  t h i n .  Many o f  
t h e  " c o u n t r i e s  o f  f i r s t  asylum" a r e  among t h e  l e a s t  developed 
coun t r i es ;  t h e i r  a1 ready over taxed development 
i n f r a s t r u c t u r e s  a re  unable t o  accommodate t h e  massive and 
unexpected i n f l o w s  o f  new refugees. The massive needs o f  
re fugees p lace  addi t i o n a l  s t r a i n  on t h e  l i r n i  t e d  i n t e r n a t  i ona l  
funds a v a i l a b l e  f o r  ass is tance t o  developing count r ies .  

I n  1980, Pres ident  C a r t e r  signed a  new Refugee Act t o  
s t rengthen US re fugee p o l i c i e s  and programs. The Act 
prov ides f o r  comprehensive and un i fo rm t reatment  o f  refugees 
seeking rese t t l emen t  i n  t h e  Uni ted States,  regard less  o f  
t h e i r  count ry  o f  o r i g i n  bu t  t a k i n g  i n t o  account c o n d i t i o n s  
overseas. US f o r e i g n  and domestic p o l  i c y  cons ide ra t i ons ,  and 
a v a i l a b l e  resources. 

The magnitude o f  t h e  wor ldwide re fugee c r i s i s  cha l lenges 
t h e  generos i t y  and pa t i ence  o f  t h e  Un i ted  States,  major 
i n d u s t r i a l i z e d  nat ions,  c o u n t r i e s  o f  f i r s t  asylum, and 
i n t e r n a t i o n a l  and reg iona l  organ izat ions.  Since t h e  Refugee 
Act came i n t o  e f f e c t ,  t h e  Uni ted Sta tes  has been assessing 
t h e  w o r l d  re fugee s i t u a t i o n  and has made some p r e l i m i n a r y  
f i n d i n g s ,  some o f  which f o l l o w ;  

-- Armed c o n f l i c t ,  c i v i l  d isturbances,  famine, and human 
r i g h t s  v i o l a t i o n s  were t h e  pr imary  causes f o r  t h e  
cont inued growth i n  t h e  number o f  refugees and d isp laced 
persons du r ing  t h e  past  year .  



-- Refugees impose ser ious economic, p o l i t i c a l  and s o c i a l  
s t r a i n s  on c o u n t r i e s  o f  f i r s t  asylum. O f  equal concern 
t o  many governments i s  t h e  d e s t a b i l i z i n g  impact t h a t  
l a r g e  numbers o f  refugees and d isp laced persons have on 
t h e  i n t e r n a l  p o l i t i c a l  , s o c i a l ,  and e t h n i c  balance o f  
t h e i r  s o c i e t i e s  and on reg iona l  peace and s t a b i l i t y .  

-- The i n d u s t r i a l i z e d  count r ies- -w i  t h  t h e  Un i ted  States,  
Japan, and t h e  European Community i n  t h e  lead- -cont inue 
t o  p rov ide  most t h e  funds f o r  t h e  i n t e r n a t i o n a l  refugee 
re1  i e f  e f f o r t .  

- -  Well over one m i l  l i o n  persons have f l e d  t h e i r  homes i n  
Indoch ina s i n c e  t h e  f a l l  o f  t h e  governments i n  Laos, 
Cambodia, and Vietnam i n  1975. O f  those who f l e d ,  ove r  
450,000 Indochinese have been admit ted t o  t h e  Un i ted  
States,  about 250.000 have r e s e t t l e d  i n  o t h e r  
non-communist coun t r i es ,  and some 260,000 Vietnamese o f  
Chinese e t h n i c  o r i g i n  have r e s e t t l e d  i n  China. The f l o w  
o f  Indochinese refugees, which peaked i n  May and June 
1979 w i t h  almost 60,000 a r r i v a l s  a month i n  f i r s t  asylum 
coun t r i es ,  dropped f o l l o w i n g  t h e  Vietnamese morator ium on 
i l l e g a l  departures. The r a t e  began t o  r i s e  aga in  i n  
1980, and a r r i v a l s  have averaged almost 13,474 monthly 
f rom A p r i l  th rough October 1980. An a d d i t i o n a l  140,000 
Khmer remain i n  Thai h o l d i n g  centers.  Resett lement needs 
remain urgent.  The UN High Commissioner f o r  Refugees 
(UNHCR)-sponsored Orde r l y  Depar ture  Program from Vietnam 
has been slow b u t  has r e c e n t l y  p icked up momentum. 

Yore than  a y e a r  a f t e r  t h e  Vietnamese invas ion,  Kampuchea 
s t r u g g l e s  t o  p rov ide  adequate food f o r  i t s  popu la t ion .  
Continued i n s e c u r i t y  has fo rced  major popu la t i on  s h i f t s  
and d i s r u p t i o n  o f  t h e  food p roduc t i on  cycle.  Because o f  
t h e  cont inued d i s r u p t i o n  o f  p l a n t i n g  and t h e  ensuing food  
shortages, re1  i e f  ass is tance by t h e  i n t e r n a t i o n a l  
community remains an impor tant  p a r t  o f  t h e  e f f o r t s  t o  
avo id  f u r t h e r  human t ragedy i n  Kampuchea. The UNHCR 
hopes t o  encourage vo lun ta ry  r e p a t r i a t i o n  through 
economic i n c e n t i v e s  which a1 low those who wish t o  r e t u r n  
home t o  have some hope o f  subsistence. 



There a r e  est imates o f  some 3 m i l  l i o n  refugees on t h e  
A f r i c a n  cont inent .  The need f o r  re fugee ass is tance i s  
c r i t i c a l .  P o l i t i c a l  and m i l i t a r y  c o n f l i c t  and t h e  number 
and needs o f  A f r i c a n  refugees a r e  not  expected t o  
decrease i n  t h e  foreseeable fu tu re .  The A f r i c a n  refugee 
s i t u a t i o n  i s  unique i n  t h e  agreement o f  most A f r i c a n  
coun t r i es ,  t o  assume pr imary r e s p o n s i b i l i t y  f o r  t h e  
c o n t i n e n t ' s  refugees and t o  p rov ide  asy l  um wherever 
possible.  An i nte rna t iona l  p ledg ing conference i s  
scheduled f o r  A p r i l  1981 i n  Geneva t o  p rov ide  new fund ing 
f o r  A f r i c a n  refugee r e l i e f .  

--  There a r e  more than 1.2 mi 1 l i o n  refugees who have f l e d  t o  
Somalia f r a n  southern and eastern  Eth iop ia .  O f  these, 
some 474,000 were i n  r e l i e f  camps i n  December 1980, and 
an est imated 1,000 a d d i t i o n a l  refugees a r e  a r r i v i  ng 
da i l y .  There a re  another 770,000 re fugees s t r u g g l i  ng t o  
s tay  a l i v e  l i v i n g  ou ts ide  Somali camps. 

-- The r e s o l u t i o n  o f  the  c o n f l i c t  i n  Zimbabwe enabled 
250,000 people who f l e d  t o  Zambia, Botswana, and 
Mozambique t o  r e t u r n  t o  t h e i r  homes. E f f o r t s  a r e  being 
made t o  r e s e t t l e  some 800,000 o the rs  who were i n t e r n a l l y  
d isp laced because o f  the  c o n f l i c t .  

--  Approximately 1 m i l l i o n  Afghans have sought asylum i n  
Pakistan, imposing an a d d i t i o n a l  s t r a i n  on a count ry  
exper ienc ing major economic d i f f i c u l t i e s .  

- -  The c l i m a t e  f o r  emigrat ion from t h e  Soviet  Union i s  more 
d i f f i c u l t  t h i s  year. Reports i n d i c a t e  t h a t  o f f i c i a l  
harassments o f  would-be emigrants has increased. The 
changed character  o f  US-Soviet r e l a t i o n s  has l e d  t o  a 
sharp d e c l i n e  i n  t h e  number o f  emigrants as compared w i t h  
l a s t  y e a r ' s  h igh l e v e l .  

-- I n  t h e  a f termath o f  t h e  Nicaraguan r e v o l u t i o n ,  c lose  t o  
200,000 Nicaraguans who sought re fuge i n  neighbor ing 
coun t r i es  have re turned t o  t h e i r  homeland. Some 20,000 
o the rs  f l e d  Nicaragua because o f  t h e  change i n  
government. 

-- Between A p r i l  and December 1980, about 125,000 
undocumented Cubans entered t h e  Uni ted States by boat 
from t h e  Cuban p o r t  o f  Marie1 , addi ng a c r i t i c a l  new 
dimension t o  t h e  refugee problem. I n  a d d i t i o n ,  over 
10,000 Ha i t i ans  a r r i v e d  i n  t h e  Uni ted Sta tes  seeking 
a sy 1 um. 



US Pol  i c y  Ob jec t i ves  

The Un i ted  S ta tes  seeks t o :  

- -  share t h e  burden o f  re fugee re1  i e f  and rese t t l emen t  w i t h  
t h e  i n t e r n a t i o n a l  community; 

-- a1 l e v i a t e  those c o n d i t i o n s  which c r e a t e  re fugees and 
t h r e a t e n  US n a t i o n a l  s e c u r i t y  i n t e r e s t s  by encouraging 
reg iona l  d e s t a b i l i z a t i o n ;  

- -  encourage v o l u n t a r y  r e p a t r i a t i o n  o r  rese t t l emen t  i n  p l a c e  
wherever poss ib le ;  

-- e s t a b l i s h  e q u i t a b l e  and comprehensive c r i t e r i a  f o r  
r e s e t t l i n g  persons considered refugees under t h e  terms o f  
t h e  Act; 

-- f u l f i l  1  US o b l i g a t i o n s  t o  those f o r  whorn t h e  Un i ted  
S t a t e s  has a  spec ia l  humani ta r ian  concern. 

Progress Toward Meet ing Ob jec t i ves  

The US Government has made a  major  commitment t o  
a s s i s t i n g  refugees. For  FY 1981, t h e  Un i ted  S ta tes  w i l l  
commit approximate1 y  $532 mi 1  l i o n  t o  support  r e fugee  re1 i e f  
and r e s e t t l  ement e f f o r t s .  Expendi tures f o r  ca re  and 
maintenance o f  re fugees abroad a r e  p ro jec ted  a t  $169 m i l  l i o n ;  
ano the r  $259 m i l  l i o n  w i l l  be spent i n  connect ion  w i t h  
b r i n g i n g  refugees t o  t h e  Un i ted  S ta tes  f o r  rese t t l emen t ;  $104 
m i l l i o n  w i l l  be c o n t r i b u t e d  t o  re fugee budgets o f  
i n t e r n a t i o n a l  o rgan iza t ion .  

The most expensive p a r t  o f  t h e  US program, however, i s  
t h e  ac tua l  rese t t l emen t  o f  refugees. I n  a d d i t i o n  t o  t h e  
S t a t e  Department expendi tures,  o t h e r  US-Government agencies 
w i l l  expend i n  FY 1981 a t  l e a s t  another  b i l  l i o n  do1 l a r s  i n  
h e l p i n g  re fugees i n t e g r a t e  i n t o  US soc ie t y .  I n  FY 1980, t h e  
Un i ted  S ta tes  admi t ted  some 212,000 re fugees f rom throughout  
t h e  world. Among t h e  refugees admi t ted  were 168,000 f rom 
Indoch ina,  27,000 f rom t h e  Sov ie t  Union, and 5,000 f rom 
Eastern  Europe. The Un i ted  S ta tes  i n c r e a s i n g l y  has become a  
coun t r y  o f  f i r s t  asylum, r e c e i v i n g  125,000 Cubans as w e l l  as 
11,000 Ha i t i ans .  



The Uni ted Sta tes  has no r e l i a b l e  s t a t i s t i c s  on o t h e r  
c o u n t r i e s '  t o t a l  expendi tures f o r  refugees, b u t  as  o f  June 
1980 t h e y  had c o n t r i b u t e d  some $207 m i  1  l i o n  t o  t h e  re1 i e f  
e f f o r t s  of t h e  UNHCR. Several Western c o u n t r i e s  a l s o  conduct 
t h e i r  own major  re1 i e f  and rese t t l emen t  programs. Many 
A f r i c a n  c o u n t r i e s  have used t h e i r  l i m i t e d  means generously i n  
he1 p i  ng and s e t t l  i ng refugees. 

Examples o f  some US r e l i e f  programs are: 

-- The e f f o r t  t o  a v e r t  mass s t a r v a t i o n  i n  Kampuchea, which 
began i n  October 1979 w i t h  an i n t e n s i v e  i n t e r n a t i o n a l  
food and medical re1 i e f  program undertaken by t h e  
I n t e r n a t i o n a l  Committee f o r  t h e  Red Cross (ICRC), t h e  
Uni ted Nat ions Chi1 dren 's  Fund (UNICEF), t h e  World Food 
Program (WFP), t h e  UNHCR, and many p r i v a t e  vo lun ta ry  
agencies. S ince October 1979, t h e  US Government has 
canmi t ted $120 m i l l i o n  t o  an o v e r a l l  r e l i e f  e f f o r t  o f  
approx imate ly  $410 m i l l i o n .  

- -  I n  Somalia t h e r e  a r e  26 camps ho ld ing  765,000 refugees i n  
f o u r  w i d e l y  separated regions o f  t h e  country.  N i  nety 
percent  o f  t h e  refugees a r e  women and ch i l d ren .  The 
camps a r e  managed by t h e  Somali Nat iona l  Refugee 
Commission w i t h  i nc reas ing  ass i s tance  from UNHCR and 
vo lun ta ry  agencies. The Uni ted Sta tes  i s  t h e  l a r g e s t  
s i n g l e  donor t o  t h e  program, p r o v i d i n g  i n  FY 1980 102,521 
m e t r i c  t ons  o f  food valued a t  $26.4 m i l l i o n ,  p l u s  $10.6 
mi1 l i o n  f o r  shipping.  The European Community has 
supp l ied  some 31,000 m e t r i c  tons. 

-- The P a k i s t a n i  Governen t  and t h e  UNHCR have prov ided 
humani tar ian  a i d  t o  over  one m i l l i o n  Afghan refugees. 
The UNHCR issued an  i n t e r n a t i o n a l  appeal f o r  $100 mi 1  l i o n  
t o  rneet refugee needs. 'The Uni ted States,  Japan, and a  
number o f  o t h e r  coun t r i es  responded. I n  FY 1980, t h e  
Un i ted  Sta tes  provided food commodities wor th  $39 
m i l l i o n ,  $7.5 m i l l i o n  i n  cash and i n - k i n d  c o n t r i b u t i o n s ,  
and $2.3 m i l l i o n  wor th  o f  rupees f o r  l o c a l  purchase. 



I n  FY 1980, t h e  Peace Corps developed i t s  f i r s t  program 
focussed s p e c i f i c a l l y  on t h e  re fugee  issue. I n  
coope ra t i on  w i t h  t h e  Un i ted  Nat ions  H igh Commissioner f o r  
Refugees and t h e  U n i t e d  Nat ions  Vo lunteer  Program, Peace 
Corps prov ides  vo lun tee rs  t o  t h e  P h i l  i pp i  nes, Ma1 ays ia ,  
and Somal i a. I n  a d d i t i o n ,  Peace Corps p rov ides  
vo lun tee rs  t o  t h e  Intergovernmental  Committee f o r  
M i g r a t i o n  i n  t h e  P h i l i p p i n e s  and Indonesia. The 
vo lun tee rs  a r e  supe rv i s i ng  programs f o r  t each ing  E n g l i s h  
a s  a  second language, c u l t u r a l  o r i e n t a t i o n ,  and medical 
e v a l u a t i o n  i n  Southeast Asia. The vo lun tee rs  i n  Somal i a  
p r i m a r i l y  a r e  managing d i s t r i b u t i o n  o f  r e l i e f  supp l i es  t o  
re fugee  camps. 

A l l  t h e  r e l i e f  programs depend h e a v i l y  on i n t e r n a t i o n a l  
o rgan i za t i ons  such as t h e  UNHCR, t h e  I C R C ,  and t h e  
In tergovernmenta l  Committee f o r  M i g r a t i o n  (ICM). These 
o r g a n i z a t i o n s  prov ide  personnel ,  c o o r d i n a t i o n  and management 
f o r  t h e  r e l i e f  ope ra t i ons  o f  v o l u n t a r y  agencies on t h e  
ground. 

Beyond meet ing immediate needs through re1 i e f  e f f o r t s ,  
t h e  US program focuses on: l onge r - te rm s o l u t i o n s  based on 
v o l u n t a r y  r e p a t r i a t i o n ;  r e s e t t l e m e n t  i n  p lace;  and, as a  l a s t  
r e s o r t ,  r e s e t t l e m e n t  i n  t h i r d  c o u n t r i e s  i n c l u d i n g  t h e  Un i ted  
States.  Approximately 200,000 Nicaraguan re fugees re tu rned  
a f t e r  t h e  change i n  government. Hundreds o f  thousands 
r e s e t t l e d  i n  Zimbabwe a f t e r  t h e  end o f  t h e  c i v i l  war. Some 
500,000 Indoch inese refugees have s e t t l e d  i n  c o u n t r i e s  o t h e r  
t h a n  t h e  Un i ted  Sta tes .  



1V.E. THE OVERSEAS PRIVATE INVESTMENT CORPORATION 

The Congress has mandated t h a t  t h e  Overseas P r i v a t e  
Inves tment  C o r p o r a t i o n  (OPIC) "rnobi 1  i ze and f a c i  li t a t e  t h e  
p a r t i c i p a t i o n  o f  p r i v a t e  US c a p i t a l  and s k i l l s  i n  t h e  
economic and s o c i a l  development o f  1  ess-devel oped f r i e n d l y  
c o u n t r i e s  and areas ,  t h e r e b y  compl ementi  ng t h e  development 
a s s i s t a n c e  o b j e c t i v e s  o f  t h e  U n i t e d  States."  A l l  o f  OPIC's 
programs -- p o l i t i c a l  r i s k  insurance,  d i r e c t  l o a n s  and l o a n  
gua ran t i es ,  f e a s i b i l i t y  s t udy  ass i s tance ,  and i nves tmen t  
m i ss i ons  -- a r e  designed t o  f u r t h e r  economic and s o c i a l  
development b y  a c t i n g  a s  a  c a t a l y s t  t o  i n c r e a s e  t h e  f l o w  o f  
p r i v a t e  c a p i t a l  , techno logy ,  and know-how t o  p r o j e c t s  t h a t  
a r e  compa t i b l e  w i t h  development a s s i s t a n c e  programs and 
p r o j e c t s  o f  t h e  U n i t e d  S t a t e s  and o t h e r  donors. The 
development b e n e f i t s  o f  OPIC-assi s t e d  p r o j e c t s  i n c l u d e ,  among 
o t h e r s :  i nc reased  employment; t r a n s f e r  o f  s k i l l s  and 
t echno logy ;  f o r e i g n  exchange b e n e f i t s ;  s t i m u l a t i o n  o f  l o c a l  
e n t e r p r i  ses; i ncreased p r o d u c t i o n  and improved d i  s t r i b u t i o n  
o f  food; and t h e  g e n e r a t i o n  o f  h o s t  government revenues. 

OPIC opera tes  a1 1  i t s  programs on  a  s e l f - s u f f i c i e n t  
b a s i s  and r e q u i r e s  no a p p r o p r i a t i o n s  f rom t h e  Congress. OPIC 
i s  a  component agency o f  t h e  I n t e r n a t i o n a l  Development 
Coope ra t i on  Agency: t h e  IDCA D i r e c t o r  c h a i r s  t h e  OPIC hoard. 

As s e t  f o r t h  i n  i t s  Congressional  d i r e c t i v e s ,  OPIC 
s e l e c t i v e l y  a s s i s t s  US i n v e s t o r s .  The p r o j e c t e d  development 
impact  o f  each proposed p r o j e c t  i s  ana l yzed  i n accordance 
w i t h  c r i t e r i a  e s t a b l i s h e d  i n  c o o p e r a t i o n  w i t h  t h e  US Agency 
f o r  I n t e r n a t i o n a l  Development (AID). Each p r o j e c t  must no t  
o n l y  b e  compat ib le  w i t h  h o s t  c o u n t r y  development o b j e c t i v e s ,  
h u t  a l s o  not  cause a  s i g n i f i c a n t  adverse  impact  on  t h e  US 
economy - -  e s p e c i a l l y  US employment. I n  a d d i t i o n ,  a l l  
p r o j e c t s  a r e  rev iewed by t h e  Department o f  S t a t e  w i t h  r espec t  
t o  human r i g h t s  cons ide ra t i ons .  

The a b i l i t y  o f  OPIC t o  a c t  a s  a  c a t a l y s t  and t o  i n c r e a s e  
t h e  f l o w  o f  inves tment  t o  t h e  deve lop ing  n a t i o n s  i s  d i r e c t l y  
a f f e c t e d  by  a  v a r i e t y  o f  e x t e r n a l  f a c t o r s  wh ich  a l so ,  and 
more d i r e c t l y ,  i n f l u e n c e  p r i v a t e  i nves tmen t  dec i s i ons .  F o r  
example: 



-- The o p p o r t u n i t i e s  f o r  commercial ly  a t t r a c t i v e  
( p r o f i t a b l e )  busi  ness investments va ry  f rom coun t ry  t o  
coun t ry  depending on the  s i z e  o f  markets, a v a i l a b i l i t y  
and wor ld  market p r i c e  o f  raw mate r ia l s ;  
t r a n s p o r t a t i o n ;  and a v a i l a b i  1  i t y  o f  f o r e i g n  exchange 
and l o c a l  c a p i t a l .  

-- Percept ions concerning business prospects,  t h e  f o r e i g n  
investment c l i m a t e  i n  t h e  host  count rysand t h e  l i k e l y  
f u t u r e  course o f  p o l i t i c a l  events. 

Each O P I C  program i s  designed t o  overcome one o r  more 
s p e c i f i c  d i s i n c e n t i v e s  o r  obstac les  t o  increased f o r e i g n  
i nvestment : 

P o l i t i c a l  R isk  Insurance 

US i n v e s t o r s  cons ide r ing  a  developing count ry  investment 
seek t o  i d e n t i f y  and eva luate  s p e c i f i c  p o l i t i c a l  f a c t o r s  t h a t  
rnight a f f e c t  t h e  p r o f i t a b i l i t y  o r  t h e  s e c u r i t y  o f  t h e  
investment. 'They then  decide e i t h e r  t o  avo id  t h e  r i s k s  
a l t o g e t h e r ,  assume and adapt t o  them, o r  t r a n s f e r  a  p o r t i o n  
o f  t h e  r i s k  t o  another e n t i t y .  The a v a i l a b i l i t y  o f  OPIC 
i nsurance can make i n d i v i d u a l  i nvestment o p p o r t u n i t i e s  more 
a t t r a c t i v e  by p r o v i d i  ng f o r  such t r a n s f e r  o f  r i s k .  

D i r e c t  Loans and Loan Guarant ies 

These f i n a n c i n g  f a c i  1  i t i e s  a r e  designed t o  supplement o r  
compl ement convent ional  sources o f  1  o n g - t e n  f i nanci ng. 
D i r e c t  investment loans a r e  o n l y  a v a i l a b l e  f o r  p r o j e c t s  
sponsored by US smal l  business and cooperat ives  o r  p r i v a t e  
vo lun ta ry  organ izat ions;  1  oan guarant ies  a r e  no t  r e s t r i c t e d  
i n t h i s  manner. 

US inves to rs ,  p a r t i c u l a r l y  sma l le r  businesses, q u i t e  
o f t e n  encounter d i  f f i c u l  t i e s  i n  n e g o t i a t i n g  loans when a  bank 
has reached t h e  l i m i t  o f  i t s  exposure i n  a  p a r t i c u l a r  coun t ry  
o r  when t h e  bank's p o l i t i c a l  r i s k  assessment o f  a  count ry  
i n h i b i t s  g r a n t i n g  t h e  loan. Q u i t e  o f t e n  t h e  proposed terms o f  
t h e  l oan  would adverse1 y  impact t h e  v i a b i  li t y  o f  t h e  p r o j e c t .  
Also, t h e  US banks which t y p i c a l l y  s e r v i c e  t h e  f i n a n c i a l  
needs o f  smal l e r  businesses may be unable t o  accommodate 
1  oans t o  f i nance  overseas ventures  because o f  unfami 1  i a r i  t y  
i n  g r a n t i n g  such loans. I n  t h e  absence o f  l o c a l  host  coun t ry  
branches, a  bank may deem t h e  expense o f  n e g o t i a t i n g  t h e  l oan  
p r o h i b i t i v e .  



Investment Mi ssions/Feasi b i  l i t y  Study Ass is tance 

These programs a r e  designed t o  overcome obstac les  t o  
investment c reated by a  lack  o f  s u f f i c i e n t  i n f o r m a t i o n  about 
p r o j e c t  o p p o r t u n i t i e s  i n  f o r e i g n  count r ies .  The investment 
m iss ion  program he1 ps t o  i n t roduce  and i n t e r e s t  p o t e n t i a l  US 
i n v e s t o r s  t o  p r o j e c t s  i n  c o u n t r i e s  i n  which they might 
otherwi  se have l i t t l e  o r  no i n t e r e s t .  It prov ides a  
" h i g h - l e v e l "  i n t r o d u c t i o n  t o  the  country,  i t s  o f f i c i a l s ,  and 
i t s  business community i n  a  sho r t  time. 

OPIC's f i n a n c i a l  ass is tance f o r  f e a s i b i  1  i t y  s t u d i e s  
encourages i n v e s t o r s  t o  put  t h e i r  own corpora te  resources 
i n t o  p r o j e c t  o p p o r t u n i t i e s  i n  which they might  r iot o therwise 
i nvest. Th i s  c o s t  shar ing a s s i s t s  p o t e n t i a l  i n v e s t o r s  t o  
c o n t r a c t  f o r  t h e  se rv i ces  o f  consu l tan ts  i n  areas where t h e  
i n v e s t o r s  may lack  necessary exper t ise .  

Each o f  these two programs i s  designed t o  encourage 
companies t o  p lace  a  h ighe r  p r i o r i t y  on i n v e s t i g a t i n g  
business o p p o r t u n i t i e s  i n  developing c o u n t r i e s  about which 
they  may be u n f a m i l i a r  r a t h e r  than expending t h e i r  l i m i t e d  
co rpo ra te  resources on p r o j e c t s  i n  the  more f a m i l i a r  
developed count r ies .  Smal l e r  businesses, businesses new t o  
f o r e i g n  investment,  o r  those unfami 1  i a r  w i t h  a  p a r t i c u l a r  
overseas r e g i o n  tend t o  be t h e  pr imary  users o f  these 
programs. 

Major Developments i n  FY 1980 

I n  1980, OPIC insu red  94 p r o j e c t s  and made commitments 
t o  f i nance  18 p r o j e c t s  i n  39 count r ies .  'The t o t a l  insurance 
coverage w r i t t e n  amounted t o  $1.1 b i l l i o n ,  an increase o f  40 
percent  over  f i s c a l  yea r  1979. O f  t h e  t o t a l  insurance 
w r i t t e n ,  $322 m i l l i o n  was f o r  i n c o n v e r t i b i l i t y ,  $363 m i l l i o n  
f o r  exp rop r ia t i on ,  $424 m i l l i o n  f o r  war, r e v o l u t i o n ,  and 
i n s u r r e c t i  on; $33 mi 1  1  i o n  inc luded coverage t o  i n s u r e  
c o n s t r u c t i o n  con t rac to rs  aga ins t  t he  r i s k  o f  a r b i t r a r y  
drawing o f  on-dernand l e t t e r s  o f  c r e d i t .  Loan and guaranty 
commitments i n v o l v i n g  t h e  18 f i nance  p r o j e c t s  aggregated t o  
$184 m i l  l i o n .  

The t o t a l  o v e r a l l  i nvestment o f  t he  112 p r o j e c t s  i s  
approx imate ly  $2.5 b i  1  l i o n .  US i n v e s t o r s  wi 11 p rov ide  over  
37 percent  o f  t h e  c a p i t a l  needs; hos t  c o u n t r i e s '  sources w i  11 
supply about $494 m i 1  l i o n ;  t h i r d  count ry  p a r t i c i p a t i o n  wi 11 



be approximate1 y $1,028 mi l  1  ion;  and mu1 t i 1  a t e r a l  1  ending 
i n s t i t u t i o n s  w i l l  supp ly  an est imated $44 m i l l  ion. Local 
ownership w i l l  be i nvo l ved  i n  91  o f  these p r o j e c t s  and i n  63 
cases l o c a l  j o i n t  ven tu re  pa r tne rs  w i l l  own more than  50 
percent  o f  these enterpr ises .  

Impact on Economic Development o f  Developing Count r ies  

Est imates  a r e  t h a t  t h e  112 p r o j e c t s  w i l l  generate an 
increase i n  expor t s  o f  $1,012 b i l l i o n  and w i l l  a l l o w  t h e  host  
c o u n t r i e s ' t o  rep1 ace $698 m i l  1  i o n  i n  imports. Product ion- 
re1 a ted impor t s  w i l l  amount t o  $506 m i l l  i o n  and c a p i t a l  
o u t f l  ows w i l l  be $313 m i l  1  ion ,  a  ne t  f o r e i g n  exchange savings 
o f  $907 mi l  1  i o n  annual ly.  

OPIC's emphasis on j o b - c r e a t i n g  p r o j e c t s  i s  aimed a t  
a l l e v i a t i n g  t h e  unempl oyment and underempl oyment 
c h a r a c t e r i s t i c  o f  most deve lop ing count r ies .  I n  a l l ,  t h e  112 
p r o j e c t s  a re  expected t o  c r e a t e  an est imated 17,000 new hos t  
c o u n t r y  jobs. T h i r t y - t h r e e  (33%) percent  o f  t h i s  number w i l l  
be  i n  management pos i t ions .  I n  a d d i t i o n  t o  t h e  d i r e c t  
empl oyment provided by these p ro jec ts ,  thousands o f  
pe r iphe ra l  j o b  o p p o r t u n i t i e s  w i l l  be created by t h e  increased 
demand f o r  l o c a l  goods and services.  Approximately $697 
m i l  1  i o n  o f  t h e  o r i g i n a l  investment funds w i l l  be spent 
1  ocal l y  and an add i t i ona l  $45 m i l  1  i o n  i n  o t h e r  1 ess devel oped 
count r ies .  

Regional and I n d u s t r y  P r o f i l  e  

The g r e a t e s t  number o f  p r o j e c t s  r e c e i v i n g  OPIC 
ass i s tance  were undertaken i n  Near East/Sout h Asia (38). 
East  Asia ranked second (33),  f o l l owed  by A f r i c a  (20), L a t i n  
America (19),  Yugoslavia ( I ) ,  and Greece (1). I n  keeping 
w i t h  i t s  mandate from Congress, OPIC made a  concerted e f f o r t  
t o  encourage investment i n  t h e  poorest  count r ies .  O f  t h e  12 
p ro jec ts ,  some 59 p r o j e c t s  i n v o l  ved 1  ess devel oped c o u n t r i e s  
w i t h  per c a p i t a  incomes o f  $520 o r  l e s s  (measured i n  1975 
d o l l a r s ) .  

Dur ing F i sca l  1980, OPIC ass i s ted  34 p r o j e c t s  r e l a t e d  t o  
se rv i ces  ( i n c l u d i n g  techn ica l  ass is tance)  and tour ism;  27 
manufactur ing p ro jec ts ;  19 c o n s t r u c t i o n  p ro jec ts ;  17 
ag r ibus iness  p ro jec ts ;  and 15 p r o j e c t s  i n v o l v i n g  mineral  and 
petroleum expl o ra t i on .  



Investment Promoti on and Faci 1 i t a t i  ve Assistance 

During t h e  past f i s c a l  year, OPIC con t i  w e d  i t s  special  
e f f o r t  t o  broaden t he  scope o f  p a r t i c i p a t i o n  by small 
business enterpr ises i n  the  development process o f  developing 
countries. It sponsored i nvestment missions comprised o f  
some 110 company o f f i c i a l s  t o  Honduras, t he  Dominican 
Republic, Guinea, S r i  Lanka, and Kenya. 

OPIC sponsored o r  pa r t i c i pa ted  i n  seminars t o  encourage 
and a s s i s t  po ten t ia l  investors  i n  twelve p r i nc i pa l  c i t i e s  o f  
t h e  United States. I n  addi t ion,  OPIC maintained i t s  
f i nanc ia l  support o f  the  t r a i n i n g  conducted by t he  UN 
Indus t r i a l  Development Organizat ion (UNIDO) , an in tens ive  
one-year program f o r  h igh l e v e l  government o f f i c i a l s  of 
developing countr ies i n  how t o  a t t r a c t  fo re ign  investment t o  
t h e i r  respect ive countries. OPIC has a1 so responded t o  a 
request from several governments f o r  technica l  assistance i n  
developi ng i nvestment promotion programs and has provided 
counsel on improving fo re ign  investment p o l i c i e s  and 
i ncent i  ves. 

OPIC's Trade E f f ec t s  

OPIC's p ro jec ts  by t h e i r  very nature genera l ly  r e s u l t  i n  
increased US exports due t o  i n i t i a l  purchase o f  US-made 
machinery and mater ia ls  and ongoing procurement dur ing t he  
l i v e s  of t h e  projects.  I n  addi t ion,  OPIC has i n s t i t u t e d  
special  programs which impact d i r e c t l y  on US exports. The 
i nsurance coverage o f fe red  f o r  standby l e t t e r s  o f  c r e d i t  f o r  
US contractors  enables them t o  meet foreign compet i t ion and 
b i d  more e f f e c t i v e l y  on la rge  scale p ro jec ts  which, if 
awarded, w i l l  l i k e l y  use US equipment and materials. An 
expanded vers ion o f  t h i s  coverage o f f e r s  insurance t o  US 
exporters. I n  both i t s  insurance and f inance programs, OPIC 
now o f f e r s  assistance f o r  fo re ign  d i s t r i bu to r sh ips  o f  US-made 
equipment i n  order t o  promote the  i n s t a l  l a t i o n  o f  serv ice and 
sales f a c i l i t i e s  abroad. 

Future Emphasis 

OPIC w i l l  endeavor t o  expand i t s  assistance under i t s  
speci a1 minerals and energy program. It o f f e r s  h i gh l y  
f l e x i b l e  and innovat ive coverage t o  US investors  prepared t o  
undertake investment i n  mineral  exp lo ra t ion  and e x p l o i t a t i o n  



and i n  o i  1 and gas exp lo ra t i on ,  development, and p roduc t i on  
under terms and cond i t i ons  t a i l o r e d  t o  t h e  spec ia l  needs and 
concerns o f  i n v e s t o r s  i n  these k inds  o f  p ro jec ts .  Las t  f i s c a l  
y e a r  OPIC p rov ided  insurance coverage on US investments i n  
minera l  and energy p r o j e c t s  arnounti ng t o  $612 m i l l i o n  and 
issued a t o t a l  o f  $110 m i l i o n  i n  l oan  guarant ies.  

The recent1 y developed l e t t e r  o f  c r e d i t  guaranty 
i nsurance program has been h i g h l y  successful .  OPIC in tends  
i n  FY 1981 t o  f u r t h e r  improve i t s  insurance coverage i n  t h i s  
area. Thi  s program prov ides p r o t e c t i o n  t o  c o n s t r u c t i o n  
c o n t r a c t o r s  aga ins t  losses due t o  t h e  a r b i t r a r y  drawing down 
o f  a l e t t e r  o f  c r e d i t  posted as  a b id ,  performance, o r  
advance payment guaranty. I n  FY 1980, OPIC wro te  some $33 
m i l l i o n  o f  such insurance coverage f o r  19 con t rac to rs .  



1V.F. THE TRADE AND DEVELOPMENT PROGRAM 

The purpose o f  t h e  Trade and Development Program (TDP), 
a  component o f  IDCA, i s  t o  f a c i l i t a t e  economic development, 
p r i m a r i l y  i n  midd le  and upper - i  ncome deve lop ing coun t r i es ,  
and t o  promote expo r t  sa les  of US goods and se rv i ces  
i nc lud i  ng h i g h  technology. TDP programs speed development i n 
p a r t i c i p a t i n g  coun t r i es ,  respond t o  t echno log i ca l  needs, and 
improve t h e  p o s i t i o n  o f  LDCs as t r a d i n g  pa r tne rs  w i t h  t h e  
Un i ted  States.  

The Trade and Development Program (TDP) p rov ides  f o r  t h e  
t r a n s f e r  t o  developi  ng coun t r i es  o f  US techno log i ca l  goods 
and s e r v i c e s  from b o t h  p r i v a t e  and p u b l i c  sec tors .  By 
g r a n t - f i n a n c i n g  p lann ing  se rv i ces  ( i n c l u d i n g  p r e - f e a s i b i l i t y  
and f e a s i b i l i t y  s t u d i e s )  and p r o v i d i n g  goods and s e r v i c e s  on 
a  re imbursab le  bas i  s  t o  middle-  and upper - i  ncome c o u n t r i e s  
w i t h  c a p a c i t y  t o  pay, TDP i s  an impor tan t  component o f  t h e  US 
f o r e i g n  economic s t ra tegy .  I t  i s  d i r e c t e d  l a r g e l y  toward 
those c o u n t r i e s  not  p a r t i c i p a t i n g  o r  no 1  onger i nc luded  i n 
r e g u l a r  AID programs, b u t  w i t h  whom t h e  US wishes t o  m a i n t a i n  
a  coope ra t i ve  development and t r a d e  r e l a t i o n s h i p .  These 
c o u n t r i e s  may i n c l u d e  AID-graduates, OPEC members, o r  any 
f r i e n d l y  c o u n t r y  which d e s i r e s  t o  o b t a i n  US technology. 

Through TDP, US agencies o r  f i r m s  p a r t i c i p a t e  i n  t h e  
e a r l y  p lann ing  of development p r o j e c t s  w i t h  t h e  expec ta t i on  
t h a t  US goods and s e r v i c e s  wi 11 be used i n  implementat ion.  
To t h e  e x t e n t  t h a t  these expecta t ions  a r e  r e a l i z e d ,  TDP 
improves t h e  i n t e r n a t i o n a l  compe t i t i ve  p o s i t i o n  o f  US p r i v a t e  
f i r m s  w h i l e  a t  t h e  same t ime  f u r n i s h i n g  v i t a l l y  needed 
techno1 ogy t o  devel op i  ng count r ies .  

TDP a l s o  serves as t h e  coord i  n a t i n g  and a u t h o r i z i n g  
agency f o r  t h e  p r o v i s i o n  o f  government-to-government 
t e c h n i c a l  ass is tance on a  re imbursab le  bas is ,  i n v o l v i n g  many 
US agencies. I n  1980 p a r t i c i p a t i n g  agencies i nc luded  t h e  
Army Corps o f  Engineers, t h e  Bureau o f  t h e  Census, Water and 
Power Resources Serv ice  o f  t h e  Department o f  t h e  I n t e r j o r ,  
t h e  Department o f  Energy and t h e  US Department o f  
A g r i c u l t u r e .  



The f u n c t i o n s  of t h e  Trade and Development Program were 
f o r m e r l y  c a r r i e d  o u t  by t h e  Reimbursable Development Program 
(RDP) i n  AID. I n  1980, TDP was e s t a b l i s h e d  as  a component 
agency o f  IDCA, g i v e n  o p e r a t i o n a l  autonomy, and p l a n s  were 
made f o r  f o r  g radua l  y e a r  t o  y e a r  i n c reases  i n  t h e  l e v e l  o f  
program fund ing .  The change was made t o  enhance TOPS impac t  
o n  t h e  US ba lance  o f  payments, middle- income c o u n t r y  
development, and techno1 ogy t r a n s f e r s .  

Examples o f  p r o j e c t s  i n  p rog ress  a t  t h e  end o f  1980 
i n c l u d e d  t h e  f o l l o w i n g :  

N i g e r i a :  TDP i s  managing t h e  t e c h n i c a l  t r a i n i n g  o f  
2,500 N i g e r i a n  s t u d e n t s  i n  US i n s t i t u t i o n s .  

Tha i l and :  TDP sponsored f e a s i b i l i t y  s t u d i e s  and 
t e c h n i c a l  o r i e n t a t i o n  f o r  c o n s t r u c t i o n  o f  a n a t u r a l  gas 
p i pe1  i ne .  

China:  TDP sponsored t h e  f i r s t  US hydropower m i s s i o n  t o  
t h e  P e o p l e ' s  Repub l i c  o f  China and i s  wo rk i ng  w i t h  t h e  PRC on  
a s p e c i f i c  hydropower p r o j e c t .  

Zimbabwe: TDP i s  wo rk i ng  w i t h  t h e  Government o f  
Zimbabwe t o  e s t a b l i s h  an  ammonia/synfuel s p r o d u c t i o n  c a p a c i t y  
u s i n g  c o a l .  

B r a z i l  : TDP-sponsored f e a s i b i l  i ty s t u d i e s  o f  coa l  use  
and s o l a r  energy  have p r o v i d e d  ma jo r  o p p o r t u n i t i e s  
f o r  advanced t echno logy  t o  s o l v e  c r i t i c a l  energy  problems. 

Saudi A rab ia :  TDP-author ized r e imbu rsab le  s e r v i c e s ,  
managed b y  t h e  Department  of t h e  Treasury ,  have i n v o l v e d  
m a j o r  i n f r a s t r u c t u r e  development  b y  U n i t e d  S t a t e s  f i n s  and 
agencies.  

Uruguay: A TDP-sponsored f e a s i b i l  i ty s tudy  o f  e t h a n o l  
p r o d u c t i o n  i s  l a y i n g  t h e  framework f o r  c r e a t i v e  use  o f  
a g r i c u l t u r a l  and d i s t i l  l a t i o n  techno logy .  

Peru:  US eng inee rs  sponsored by TDP a r e  a s s i s t i n g  i n  
t h e  development and r e n o v a t i o n  o f  f o u r  p o r t  f a c i l  i t i e s  
r e l a t e d  t o  P e r u ' s  m i n e r a l  i n d u s t r y .  

Venezuela: The U n i t e d  S t a t e s  i s  p r o v i d i n g  t h e  c i t y  o f  
Maracaibo s o l i d  waste d i s p o s a l  and r e c y c l i n g  machinery,  
f o l l o w i n g  a TDP f e a s i b i l i t y  s t u d y  f o r  t h e  M u n i c i p a l  Counc i l  
o f  Maracaibo.  



These p r o j e c t s  have o r  w i l l  i n v o l v e  procurement f r a n  US 
sources o f ,  a t  a minimum, 50 t o  100 t imes t h e  mP 
expendi ture.  The Venezuelan p r o j e c t ,  f o r  example, i nvo l ved  a 
$30,000 TDP expend i tu re  which r e s u l t e d  i n  over $30 m i l  l i o n  
wor th  of US exports.  S i m i l a r l y ,  t h e  Tha i land p r o j e c t  
i nvo l ved  a $225,000 TDP expendi ture  which r e s u l t e d  i n  $17 
m i l l i o n  wor th  o f  US sales. 

These i l l u s t r a t i v e  p r o j e c t s  a l so  address s i g n i f i c a n t  
development problems (such as unemployment, need f o r  energy, 
food shortages, l a c k  o f  s k i l l s )  and t r a n s f e r  needed 
technology. 




