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Report to Congress on the Developmental Impact of

Public Law U480

I. Introduction

The House Foreign Affairs Committee has requeste’ a study
of the developmental impact of Public Law 480 and ways in which it
can be made more effective,. The report that follows examines
opportunities for strengthening the developmental impact of food
aid programs, assesses the impact of programs to date, identifies
the major constraints to realizing PL 480's developmental potential
and outlines a strategy for the future. It examines in depth the
relationship of PL U480 terms and rates to the developmental
objectives of food ald. Trhe study is also mindful of the
humanitarian, foreign policy and trade development purposes of the
Act.

An Interim Report was submitted January 31, 1982, This final
product was prepared by IDCA and reflects full consideration of
the issues by the DCC Subcommittee on Food Aid (State, AID, USDA,
OMB, Treasury, Commerce, NSC). It takes into account views of
members of the private voluntary agency community, and represents'
the views of the Administration..

II. PL U8B0 Resources and the Challenge of World Hunger

At the outset, it is useful to consider food aid's role in
meeting the challenge of world hunger. A comparison of world food
needs and food aid availabilities 1s relevant.,

The FAG/WHO estimates FY 1982 food aid needs at about 29

million metric tons (MT). With unexpected production shortfalls,
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this could rise to 37 million MT.1 It is estimated that about 10
million MT will be donated in FY 1982.2 Thus, contributions will
be far below anticlpated needs. Exhibit 1 shows the volume of
projected food ald contributions as well as flows in earlier years.
World food aid, including cereals, vegetable oils and milk, has
averaged 9.8 million MT per annum since 1979. The United States
has been the largest contributor in both absolute and relative
terms. Over the 1979-1981 period, U.S. food aid has averaged 5.8
million MT, representing 60% of total donor flows. In FY 1981, PL
480 commitments were 5.5 million MT valued at $1.6 billion.
Commitments are projected at $1.5 billion for both FY 1982 and FY
1983.

PL U480 shipments, which averaged 14.5 million MT in the late
1980's and early 1960's, have averaged 5,6 million MT in recent
years (see Exhibit 2). Over this same period, U.S. commercial
agricultural exports have risen sharply from about 5 million MT to
35-~40 million MT due in part to a gradual decline in world food
prices (see Exhibit 3). The decline in PL U480 shipments was
accompanied by the establishment of the Emergency Wheat Reserve,
and a growing senaitivity to the potential disincentive effects
of food aid on domestic production.

While the volume of PL 480 shipments has fallen, the dollar
value of these shipments has remained basically constant at about

$1.5 billion per annum., Thus, after accounting for inflation, PL

1. Food aid needs are calculated by taking recommended minimum
daily caloric intake levels, and estimating to what extent these
will not be met by domestic production or commercial imports,

2. USDA Foreign Agricultural Economic Report #168, World Food Aid
Needs and Avallabilitles, 19813 August 1981,
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§30 flows have fallen in financial as well as vclume terms. As a
percent of total U.S. agricultural exports, the value of PL U480
assistance has fallen from an average of 25% in the early 1960's
to about 3% today (See Exhibit 3). In view of the magnituue of
world food needs and recent vyears' trends in food aid
availabilities, it is apparent that food gaps will not be met by
food aid alonz2., Rather LDC's must meet their long term food needs
primarily through (a) increasing their own domestic production and
improving storage and distribution; and/or (b) increasing their
financial capaciiy to commercially import food where comparative
advantage so dictates. Performance in both of these areas has
been disappointing in many countries.

It is true that in 1980-1981 food production in the lowest
income countries as a group increased by over 2.5 percent. This
success, however, was marred by the uneven distribution of
production gains among individual countries and by increases in
population that will keep per capita production near the 5-year
low reported in 1979/80.

Financially and economically, the non-o0il exporting
countries in the developing world remain in difficult straits due
Lo adverse developments of recent years: the rising costs of non-
food imports, lower world market demand due to recessions in the
industrialized nations; and in some cases, the pursuit of
inappropriate or over-ambitious development policies and programs.
The result in many LDCs has been widening budgetary deficits,

excessive money creation, high rates of inflation, chronic balance



I
of payments deficits, heavy debt service burdens and slower economic
growth,

In this environment food aid can be used most effectively
to assist developing countries 1in strengthening their own
capacities to increase per caplta food production andin promoting
their overall economic development, including their capacity to
earn foreign exchange. Such efforts will entail economic policy
reforms and broad-based agricultural production programs. U.S.
food aid, in concert with traditional development assistance
programs, can plav an important role in supporting such initiatives.

ITI. Food Aid and Development

A. Legislative Basis

Sinze its inception in 1954, the relative emphasis placed
upon the purposes of food aid ~ market development, economic
development, humanitarian relief, and the achievement of foreign
policy objectives - has varied with political and economic changes
both at home and abroad. Although the original basis for food aid
was to reduce U.S., agricultural surpluses and expand trade, as
well as serve humanitarian and foreign policy objectives,
increasing emphasis in recent years has been given to the
developmental objective. During the late 1950's and early
1960's, U.S. food aid was for the most part based on U.S. foreign
policy and trade objectives. In 1966, major impetus was given to
the developmental thrust of PL U480 programs with passage of
legislation calling for the inclusion of self-help measures in PL
480 agreements to encourage recipients to undertake efforts to

improve their own domestic food production.
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In 1974 and 1975, a period of critical world food shortages,
several legislative amendments were passed to sharpen the focus
of U.S. foond aid., The new legicslation required that at least T75%
of Title T food aid be allocated to nations with a per capita GNP at
or below $300.3 Further, Title II, Section 206 programs were
authorized permitting the sale of Title II commodities, with the
proceeds tc be used for developmental purposes,

The establishment of a new Title III "Food for Development"
program in 1977 marked another major change in the evolution of
the food aid program. This program is aimed at those countries
which are seriouslv prepared to undertake polisy reforms and
development activities to increase the access of the poor to food
supplies and to increase the well being of the poor in the rural
sector., The value of Title TII agreements was to be at least 5
percent of the value of Title I in FY 1978; 10 percent in FY 1979;
and 15 percent in FY 1980 and each year thereafter. Most
recently, FY 1982 legislation established stricter requirements
for the satisfaction of self~help criteria called for under Titles
I and III programs, Self~help mmeasures must be "specific and
measurable", The law further stipulates that these measures must
be "additional to the measures which the recipient country otherwise
would have undertaken irrespnective of that agreement or amendment."
New Title I agreements are beginning to adhere to these requirements

in the reviews of recent FY 1982 Title I proposals, Finally the

3. This figure was originally contained in the legislation which
was amended later to refer to the World Bank criteria for IDA loan
eligibility. The guideline for FY 1981 was $730 per capita in 1980,
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law makes clear that food aid programs must be designed to impact
on the poor and needy.

While PL 480's developmental objectives have Dbeen
increasingly emphasized, its other primary purposes ~-- the foreign
policy, market development and humanitarian objectives -~ continue
to be of major importance. The Administration extends economic
assistance consistent with foreign policy priorities and the need
to balance the attainment of these objectives in the allocation,
design and implementation of food aid programs.

B. Food Aid's Potential for Development Impact

1. Poljcx

Administration policy is consistent with the intent of the
legislation outlined above. This policy recognizes that meeting
I.DC development requirements, including the assurance of an
adequate availability of food, ultimately depends upon the success
of their efforts to promote their own economic expansion. This
will be achieved by increasing domestic producticn and foreign
exchange earning capacity while seeking to reduce high rates of
population growth, Accordingly, AID's programs are focussed on
agriculture and food production. This emphasis is highlighted in
AID's FY 1984 Country Development Strategy Statement guidance

(Attachment B):



The primary objective of AID's food and agricultural
assistance remains that of helping reclpient countries to
increase food and agricultural production on a self-
sustaining basis and to enable their hungry and malnourished
to obtain the food they need. Agricultural development,
particularly with respect to increased food availability,
remaing AID's top priority.

Within this policy framework, food aid is employed in a
variety of ways to achieve developmental objectives.

2. Developmental Uses of Food Aid

(a) PL U880 programs provide a means of supporting policy
reforms to stimulate agricultural and foc”d production. While the
level of actual resources provided by the USG may be limited, this
often can be offset by the quality of technical expertise the U.S.
has to offer as well as coordinationwith multilateral and bilateral
donors sharing the same concerns.

(b) Local currencies generated by the sales of Title I, Title
111 and Title IT, Section 206 programs provide additional resources
to the government budget, This budgetary snupport can be
particularly important to countries facing severe budgetary
constraints. It is often possible to reach agreement with the
host governmaent to use some of these local currencies to support
agricultural polliey reforms and/or fund rural development
activities that are supportive of efforts to increase domestic
focd production. Governments may also use the proceeds as working
capital to support programs in credit, storage and marketing, food
procegsing and product development,

(¢) The resources provided under PL 480 Title I and Title
ITI provide balance of pavments support. Support can be of critical

importance to countries undertaking economie and financial
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stabilization programs essential t¢ pursuing longer term growth
and development. It may also be possible to achieve agreement
concerning the use of scarce foreign exchange to purchase
agricultural inputs. Such inputs might include fertilizers,
pesticides, farm implements, agricultural machinery and equipment,
ete.,

(d) Self-help measures and local currency uses can be
designed to strengthen development-oriented institutions. For
example, analysis of the agriculture sector may call for key
planning and/or administrative units to be better staffed and
trained. Improved operating or reporting procedures may be
required. Food ald programs can support these reforms. At the
local level, private voluntary organizations involved in feeding
programs provide valuable services in developing community-based
institutions.

(e) In appropriate circumstances, food aid can support the
establishment of food reserves to enhance food security; reserves
can help stabilize incentive pricing programs designed to support
domestic food production.

(f) Food for Work programs can supnort the construction of
physical infrastructure targeted to benefit the poor, xamples
include market access roads, small scale irrigation structures,
conservation works, community wells, rural health clinics and
schools, village market centers and food storage facilities. Such
activities have a long-term developmental impact in addition to

providing income and emplcyment.,
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(g) In its simplest application, the consumption of food
itself can contribute to a country's human capital formation and
ita nroductivity, Nutrition feeding for young children and pregnant
mothers is particularly important in the mental development of
children. School feeding preograms c¢an substantially affect
enrollment and attendance as well,.

Developmental impact which can be achieved through one or
more of these uses of food aid contributes in turn to income and
employment generation and more dynamic agricultural sector growth,
This increase in effective demand of the rural poor provides a
stimulus for self-sustaining growth in not only the agricultural
sector but the economy as a whole,

c. Constraints

There are a number of constraints to achieving developmental
impact with food aid. Adequately satisfying PL U480's multiple
objectives is certainly among the progrcm's more demanding tasks.
The relative emphasis given these objectives not only shifts over
time but varies depending upon each country's situation and needs.
A natural disaster or political crisis, for example, in one country
may be of overriding importance while stability in another may
permit more long-term developmental application of food aid. U.S.
market development objectives may not be readily compatible with
efforts to strengthen indigenous productive capabilities.
Accordingly, programming food ald to maximize compliance with the
various purposes remains a continuing challenge to its

administrators.
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It is frequently difficult to achieve a developmental impact
through food aid programsa, In some countries the levels are not
sufficient to stimulate and support major policy reform. In other
countries political obstacles virtually bar meaningful policy
reforms.

The Administration will be alert for particular cases in
which the availability of multi-vear flows of food would enable
reciplents to make major policy and structural modifications that
would not be possible under a normal Title I program.

Even where Title I agreements have continued over a number
of years, the focus until recently has frequently been on near
term considerations, such as the balance of payments;
concomitantly, less attention had been paid to self-help measures.

Finally, in past years food aid programs have toc often stood
alone -~ negotiated and designed without adequate regard for or
integration into the USG's overall development program in an LDC.

Achieving longer term developmental imract from Title II
programs 1s cons“rained by the need for a number of complementary
inputs and supporting elements, sucn as administrative and logistic
capability, educational and nreventive health Drograﬁs, LDC
government commitment, etc. EkEven where agreement can be reached
upon longer term goals, the design and funding of comprehensive
programs are a serious challenge., Often, the objectives set for
a feeding program (e.g., a specific nutritional objective for a
school feeding programs) are unrealistic, The multiplicity of
factors which impact on, for example, a young child®s nutritional

gtatus (i.e.,, comnunity health status, parental education and
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income, family size, governmental services) can override the
contribution that a feeding program, standing alone, might
otherwise have.

Title IIT programs have their constraints as well, They
have gone through a number of growing pains since the first program
was launched in 1978. Over the past three years, the member
agencies of the DCC Food Aid Subcommittee have sought to better
define what the structure of these programs should be. This
evolutionary process, while not as expeditious as Title 1
management, forces compliance with legislative intent.

Shortages of adequately qualified technical staff in
developing countries have also hindered efforts to design and
implement more Title IIT country programs. The analytical and
administrative demands of these programs cre exceptional and strain
the often severely 1limited human resources in recipient
governments,

Another focus of recent discussions is the guestion of whether
Title I11 programs are sufriciently attractive despite their mulci-
vear and loan forgiveness features. Some argue that these features
do not always provide sufficient incentives to compensate for the
more stringent programming and reporting requirements of Title 111
as compared to Title T,

IV, Developmental Impact of Programs to Date

Title I programs achieve developmental impact through the
negotlation «f self-help measures; the programming of sales

proceeds and nse of commodities to support specific develormental
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activities; and through dialogue aimed at overcoming or alleviating
policy constraints., Title I transfers also contribute balance of
payments and budgetary support which is often vital to support
eccnomic and financial stabilization efforts and policy reform.
Program effectiveness is maximized to the extent all these elements
are employed and integrated with DA and ESF-funded activities.

Until recently there were no establishad procedures for
evaluating the deveiopmental effectiveness of Title I activities.
The annual reports on progress varied considerably in quality and
content.

Further, there have %een virtually no retrospective studies
of the real impact of Title I programs carried out in past years;
unlike the current examples cited below, the files relating to
past prog ~ms have been retired, and in any event comprehensive
evaluations were not carried out.

Recognizing the need for more comprehensive assessments, AID
has initiated a series of major impact evaluations in selected
countries. HEvaluation teams have already been sent this year to
Jamalca, Egypt, and Sri Lanka. Evaluations are also contemplated
for Peru, Bangladesh, Halti, Zaire, Tunisia and Sudan. It is
anticipated that a comprehensive report of general findings and
recommendations will be completed in FY 1983, LLessons learned
will be used as a basis for improving Title I program guidance and
future performance.

Notwithstanding the absence of comprehensive evaluations,
it is clear that some Title I programs have had positive
developmental 1impacts and others show significant potential.

Examplea are cited below.
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Tunisia. The Tunisia food ald program offers a good example
of an innovative and well-integrated set of self-help provisions.
Since the mid~1970's, per capita food production has declined in
significant measure due to poor weather for wheat and barley,
inadequate production incentives for non-export crops, and reduced
fertilizer usage. In response to this problem, AID and the GOT
have agreed upon a program whereby the GOT will allocate foreign
exchange to import $30 million of nitrogen fertilizer above normal
levels., Other measures call for $15 million of complementary
imports (herbicides, pesticides, and equipment), and improved
fertilizer distribution, extension services, and small farmer
access to credit for purchasing agricultural inputs. The program
complements planned IBRD loans for grain storage facilities and a
fertilizer plianft.

While it is too early to assess impact, the program has
obvious potential.

Peru, The Title I program in Peru alds attempts to reverse
agricultural stagnation the country's se.ere balance of payments
and budgetary difficulties, The programming of sales proceeds in
support of a well integrated overall USAID strategy is a principal
tool used to attain these ends., Top priority is given to supporting
USAID/GOP projects, particularly PVO/Title II projects; second
priority to a special GOP program to expand rural employment
opportunities; and third priority is given to the investment budget
ol the Miniastry of Agricunlture and Food.

Activities specifically 1include road maintenance, the

construciicn of food storage facilities, small scale irrigation,
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schools and health posts, material and equipment to build social
infrastructure in Lima slums, and the financing of local costs
associated with a new national primary health care program. Sales
proceeds are also used in direct support of self-help measures
relating to soil conservation, reforestation, agricultural
research and extension, and the improvement of rural physical
infrastructure.

USAID/Peru believes Title I sales proceeds have made a
critical difference in determining the success of its overall
program. Local currency programming has permitted the Mission to
demonstrate 1innovative programs and administrative mechanisms
which promote more active participation of the poor in economic
growth and development. -“It has enabled USAID/Peru to continue
high priority rural development and Title II programs during a
period of strict GOP budget austerity. Similarly, the GOP has
been able to commit resources it otherwise might not have had to
implement the Title I self-help measures.

Sierra Leone. In the case of Sierra Leone, sales proceeds

have been programmed to support AID's Adaptive Crop Research and
Extension (ACRE) project. Activities include cron research, seed
multiplication, extension, statistical analysis, policy research
and economic analysis. Proceeds also support improvements in the
marketing system and production incentives.

Self-help progress reports have indicated that the ACRE
project made significant gains in getting local farmers to accept
and realize the advantages of new improved varieties of food crops.

Demcnstration farms for rice, cassava and potatoes have proved
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successful in most parts of the country. As evidence of this
success, the Government of Sierra Leone maintained a strong
commitment to the activity despite severe firaacial conditions
plaguing the economy in recent years. The GOSL appears extremely
pleased with the program's impact and strongly supports its
continuation. Although this is a relatively small program, it
demonstrates how impact can be maximized through a concentration
and integration of resources,

Pakistan. With the GOP, we are pursuing a number of policy
changes to increase oilseed production and maintain wheat
production levels, The Title I agreement calls for the development
of a comprehensive oilseeds production strategy and an oilseeds
pricing pclicy study. The agreement also includes an enlarged
research effort on oilseeds and a pilot program of production,
procurement and processing. Earlier initiatives resulted in a
ma jor instititutional reform whereby several 3eparate
organizations were reorganized into a central authority more
capable of promoting an expansion of vegetable oil production.u

Past apgreements have contributed to significant policy
reforms supporting increased wheat production., These called for
increases in procurement prices, reductions in fertilizer subsidies
and unrestricted marketing and storage of wheat. The GOP took
positive steps in all these areas. As a result of these efforts

and highly favorable weather conditions, wheat production exceeded

. USDA questions support for oilseed production, citing current
world suppllies and asserting Pakistan's comparative advautage in
other crops.
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the production target in 1980 and has eliminated the need for
concessionary wheat imports,

B, Title III

The Title III Food for Development (FFD) legislation enables
low income countries to develop multi-year programs (up to 5 years)
to increase food production and improve the well-being of the rural
poor. Countries must not exceed IDA's loan eligibility criterion
(per capita income of $730 or below in 1980) to qualify. The

programs include, inter alia detailed analysis of the nature and

magnitude of problems to be affected; an annual plan for uses of
the commodities or =sales proceeds; a description of the
relationships among the various projects and programs to be
supported; and a statement of how assistance under the program
will be integrated with the country's development plans and other
donor assistance. Sales proceeds used for agreed development
purposes may be applied against the repayment obligation to the
Uu.S., i.e., loan forgiveness.

since its inception, there have been seven Title III
agreements, The following table summarizes Title III programs
signed to date:

Table 2

Title III Agreements (FY 1978 - 1982)

Country Years Millions of Dollars Date Signed
Bolivia 5 75.0 5/78
Bangladesh (1) 4 191.8 8/79

(2) 3 165.0 3/82
Honduras 2 4.0 2/79
Egypt 5 75.0 : 3779
Sudan 5 100.0 12/79
Senegal 3 21,0 5/80

£31.8
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Annual reviews s..ow that performance has been mixed. The
reviews suggest that both the loan forglveness provision and the
multi-year feature of Title III help induce recipient countries
to undertake economic policy and institu: onal reforms and to make
budgetary allocations supportive of rural development.
Modifications to Title III programs have frequently been necessary
during implementation to increase “heir chances of success.

Bangladesh, The Title III activity serves as a major

component of the Bangladesh program, enabling the Mission to
encourage changes in some of the most serious policy constraints
facing Bangladesh's agricultural sector. Key elements of the food
program include: (a) the announcement of a food grains procurement
program to support incentive producer prices; (b) the reduction
in the volume of food allocated to the public ration system which
favors the wurban population with cheap food; and (c) price
stabilization through open market sales during periods of sScarcity.
Progress toward these targets has been acceptable,

Sudan, Irn Sudan, the Title III program supports agricultural
policy reforms being implemented as part of an IMF program and an
IBRD Structural Adjustment Program. These reforms aim to shift

pricing and marketing incentives so as to make them more supportive

of agricultural products in which Sudan enjoys a comparative
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advantage. The IMF~-IBRD programs support largely irrigated
agriculture and mechanized rainfed agriculture in Western Sudan.
AID's Title III program further complements these efforts by funding
policy studies relating to rainfed agriculture in the poorer
Scuthern region.

It is too soon to assess the Sudan program fully. A 1982
evaluation just completed pointed to major problems and thus far
implementation has been slow but a-ceptable. Nevertheless, the
AID Mission believes the Title III program has proved a useful
tool in facilitating policy dialogue on development issues. Agreed
upon policy studies are expected to provide a1 base for future
policy discussiones and AID program guidance.

Egypt. Institutional reform and development are the ma jor
components of the Egypt multi-~year Basic Vil'age Services program.
This program aids in implementing a GOE policy to decentralize the
decision-making process and improve local level implementation
capability. This is carried out through the use ¢f sales proceeds
to finance agricultural productivity and rural services
infrastructure. While procurement problems have been encountered,
the project has been successful in strengthening the local community
decision-making process, and the level of community participation
has generally exceeded expectations,

Honduras. The Government of Honduras agreed to undertake a

price stabilization program for basic grains through the
establishment and development of an independent marketing
institute. The institute and the price stabilization program had

difficulties during the start-up phases but are now operational,.



19
The evaluation of the first Honduras Title IIT program concluded
that the first program was successful enough Lo warrant
consideration of a follow on program,

The programming of Title III sales proceeds is a particularly
useful and influential tool as satisfachtory compliance with this
feature is a condition for loan forgiveness. In addition to
supporting the economic policy 1initiatives and institutional
reforms and development Jjust noted, sales proceeds help finance
high priority prcjects tha would otherwise not be undertaken.
The projects may be those comprising AID's portfolio of DA
assistance or other projects complementing AID's country
development strategy. Egypt and Sudan can again be cited as
examples to sugzest the impact of this use of Title III.

In suppert of USAID/Egypt's Basic Village Service progran,
sales proceeds are used to finance the repair, update, expansion
or installation of basic services for approved projects. The mix
of activities includes: (a) standpipe potavle water; (b) inter-
village unpaved roads; (c¢) village storapge ftacilities; (d) main
village =sewage drains; (e) sanitation facilities; (f) +village
abattoirs and meat markets; (g) irrigation and drainage; and (h)
household water connections, The most frequently selected
activities are the rebuilding or upgrading of potable water
facilities ant roads,

During periods of financial stress, the use of Title TIT
proceeds can cerve to sustain priority projects. The Sudan Title
I'TT agreement was developed and implemented concurrently with an

IMF Extended 'und Facility agreement. The IMF agreement resulted
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in major public sector budget decreases. The Title III locally
generated currencies were used to help support high priority
activities in the rural sector that would not otherwise have been
undertaken. These included: (a) Railway Rehabilitation; (D)
Western Sudan Agricultural Research Project; (e¢) Rural Health
Support Project; (d) Rural Planning; (e) River Transport
Rehabilitation; (f) Abvei: Rural Development Project; and (g)
support of three eccrniomic policy-related studies. Both the
Agricultural, Health and Rural Planning projects were closely
integrated with other Mission programs.

C. Title TIT

Under the Title II donations program, food is provided for
emergency/disaster relief and for programs to help needy people
- particularly malnourished children - through maternal child
health, school feeding, food for work and other activities designed
to alleviate hunger and nutriticnal inadequacies. Those programs
are implemented primarily throurgh voluntary agencies, such as
Catholic Relief Services :nd CARE and the United Nations World
Focod Program. Voluntary agency programs are often supported by
monetary resources from outreach and operational program grants
or from local currency proceceds generated under Titles I or III.

1. Maternal/Child Health Programs (MCH)

MCH programs have historically pursued the overall goal of
improving the nutrition.l status of children either through
directly feeding them, or feeding pregnant and lactating women.
In FY 1981, 16 million beneficiaries received 415,500 metric tons

of commodities valued at close to $160 million. While measuring
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nutritional impact is fraught with methodologlical difficulties and
findirgs can only be tentative, discernible progress in achieving
nutritional impact has been achieved by some feeding programs.

In Morocco, a 69 percent reduction in moderate and severe
malnutrition was observed. Those benefitting from nutrition
education in addition to food fared consideraonly better than those
receiving food alone. In the Philippines day care center progran,
participants improved 3 times over the non-~participant control
group, gaining about 6.5 percent of standard weight for age in a
six-month p-=riod. In Chile, the recovery rate for mildly
malnourished children participating in the feeding program was
between 30-10 percent and between 60-70 percent for severely
malnourished children,

In Kottar, Southeri. India the percentage of c¢hildren
suffering from malnutrition decreased from 54 to U6 percent in 18
months, while those with third degree malnutrition declined from
10 to U4 percent over 2% years. This improvement 1n growth
performance roughly coincided with an increase in rice supplies
and declining prices following an earlier drought., Nevertheless,
extremely low rates of infant and early childhood mortality in the
families of sample children suggest that the program contributed
to this impact .

These progzrams demonstrating nutritional impact share the
following characteristics: nutrition education and some form of
rudimentary health care were supplied either directly or through
refarrals; food and services were targeted to low income families

or mzlnourished children; services were delivered by village women



and tallored to local needs and conditions. All programs were
well managed: adequate supervision and training were provided;
the food was distributed regularly; and monitoring systems were
in place to collect growth data Jongitudinally. Host government
commitment assured the smooth functioning and expansion of the
programs. And beneficlaries were actively involved throughout as
reflected by their financial contributions, attendance rates, or
their participation in center and other activities. There were
significant differences among these programs. Ration sizes varied,
and some programs included simple health care while in others this
was handiled through referrals to neighboring health centers. Some
involved ext.englve outreach to the community through home visits.

Nevertheless, the commonalities of these successful efforts
can guide future program design. They suggest that food commodities
should be accompanied by «.ner resources in order to maximize
nutritional impact., as well as achieve other developmental
objectives, The best programs were those that involved intangibles
- local participation, strong commitment and continuity on the
part of project staff at all levels, and close linkages with the
community - in addition to other interventions, such as nutrition
education and basic health care, Food often appeared to have
served as an incentive to attract women to the conters and as a
catalyst for larger development efforts in addition to its role as
a direct nutritional supplement to the child. In Morocco,
children's growth increased impressively, but also mcthers were
getting out of their homes more, learning about improved nutrition

and health practices, and participating more actively in other
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services., In Kottar and the Philippines, the centers were an
integral part of the community generating a host of other
complementary activities.

While these programs appear to have been effective in bringing
about significant changes in nutritional status in tue short term,
these may not be their mcst important or lasting achievement. In
designing and evaluating these programs, it is therefore essential
to look at broader impacts, such as community development, as well
as improvements in physical growth. Moreover, some recent research
suggests that when anthropometric measures (the conventional
indicators of growth performance) are used as a basis for the
classification of nutritional status, there may be a tendency to
undzrestimate results. These caveats suggest that trae
developmental impact from Title II MCH programs may be substantially

greater than recorded to date.

2. School Feeding

Schooi feeding can have a variety of positive effects ranging
from improving school attendance of children to bettering their
health, learning capacity and nutritional status. In addition,
the infrastrﬁoture created by school feeding programs can provide
a ready distribution system for emergency feeding activities. 1In
FY 1981, school feeding programs reached almost 20 million
recipients with $90 million of food. In specific country terms
this can Y%e a significant resource. For example, in Upper Volta
the program operates in 1,462 schools (about 85-90 percent of
elementary scnools) reaching almost 13 percent of the school age

population (H-16 years). In Sri Lanka 1.2 million primary school
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pupils in 7,762 schools receive supplementary food. And in the
Philippines the Title II program serves approximately 1.7 million
children.

Studies of school feeding suggest that these programs do
more than just feed large numbers of children. As with MCH programs,
however, results are not conclusive due to methodological
constraints and questions of attribution. In Madhya Pradesh,
India, a comparison was made between the nutritional status of
3,975 children attending U09 schools with greater and lesser
exposure to the program. As the number of feeding days increased,
the nutritional status improved. For example, the proportion of
malnourished children was 33 percent (weight/height) less and 18
percent (weight/age) less in schools with an average of 231 as
opposed to 91 feeding days per year. These findings were
corroborated by consumption data suggesting that 97 percent of the
school lunch operated as a supplement to home food.

In Upper Volta, weight for height of 3,000 children in %3
selected primary schools were compared for two periods: in January
1980 when children had been attending school regularly and again
in January 1981 when the school lunch program had been interrupted
for 3 months or more due to a teachers' strike., Weight for height
deteriorated considerably during this time in most schools; overall
tne percent of moderately malnourished children increased by almost
one-third and those who were geverely malnourished more than
doubled.

lLastly, in a nationally representative data set analyzed by

the Philippine Government, children participating in the program
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for 120 days or more were found to be nutritionally better off
than their entry status. Although the average percent of
improvement for all children in the program was not signific. nt,
the reduction in moderate and severe malnutrition was 22 percent.
In contritst, for children receiving the school lunch program for
80 days or less, only 5.7 percent improved.

While these findings point towards impact, it is debatable
whether school feeding i3 the most cost effective way of affecting
nutritional status. More must be learned about the relative
importance of such elements as targeting, parental and teacher
involvement and education, use of local foods, supervision and
management, ration size and type, and integration with other
community development efforts.

School feedings' impact on enrollment and attendance has
been subjectively assessed; in a number of countries téachers and
administrators have asserted that feeding programs have positive
and significant effects. These impacts have not, however, been
studied carefully, and are the subject of planned evaluations.

3. Food for Work (FFW)

If properly designed and implemented, FFW prograns can
promote economic growth, contribute directly to the incomes of
disadvantaged people, encourage the use of labor-intensive
techniques and stimulate community development, In FY 1981, 15
million people participateu in Food for Work projects. In return
for their labor they received over 365,000 metric tons of food
worth over $106 million. Studies of FFW activities demonstrate

that projects can be effective in bettering the economic status
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of recipients and in creating productive physical assets, such as
roads, irrigation systems, wells and improved agricultural land.

FFW, first and foremost, can be an important income supplement
for families in extreme economic need, especially female heads of
household. In Lesotho, for those families who received no
remittances from field or mine workers the value of the food in
local equivalents represented close to 85 percent of total monthly
expenditures. In Bangladesh, women participating in FFW projects
are among the most destitute rural *andless population, who because
of the value of the rations for household food consumption are
willing to violate traditional norms of behavior for women and
work outside their homes. For those individuals who have few other
sources of income or employment, FFW, despite 1its seasonal
character, can provide substantial short-term sustenance.

Beyond these more immediate income and employment impacts,
FFW can also affect wages and prices at the community level., A
Government of India study suggests that FFW increased marke. wages
for agricultural labor in certain districts as well as helped to
stabilize wheat and rice prices,

While few evaluations have adequately assessed the longer
term benefits of the physical infrastructure and assets created
by the program, several evaluations indicate that if properly
planned with sufficient complementary inputs and supervision, FFW
projects can have a major impact on the socio-economic conditions
at the 1local, district or even national level, Although
productivity may be lower than with wage labor, work accomplished

by these projects, for example, has significantly contributed to
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l.esotho's development. Food aid has been responsible for the
construction of a portion of the earth roads in the country and
most of the improved tracks, providing the principal means of
access to many mountain areas. A woodlots project using FFW has
established 2,579 hectares of trees, which when fully mature will
be able to provide 19 percent of rural families with more than
one-half of their fuel requirements.

Those projects that appeared to be the most successful were
designed to address a particulur development problem and included
necessary htechnical assistance, materials and supervision. The
larger-scale projects in India were usually coordinated with the
host government or local rural development entity. The smaller,
more community-oriented projects, such as in the Philippines,
reflected a strong community consciousness and commitment, although
this may not have been due directly to the food commodities. Some
kind of community organization seems to be a prerequisite for the
proper management of these locally-based projects. Thus, if
projects have adequate resources, coordination and local
involvement, they can not only meet the immediate consumption
rejuirements of participants but also positively affect community,
regional, or country development goals.

I, Section 206 Programs

Section 206 programs require a commitment on the part of
both AID missions and recipient governments to carefully design
and monitor development-related projects, and to establish adequate

financial accounting procedures and controls to insure that the

proceeds of the Title II sales are expended for intended purposes.
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Due to the number of demands on the Title II budget, we have thus
far considered requests for multi-year Section 276 sales programs
only in those countries with chronic food deficits and which are
thus likely to receive annual emergency food aid. Based upon the
results of these pilot programs, we will explore the possibilities
of extending 206 programs to other countries.

V. Measures to Increase Developmental Impact

We believe that existing legislation, coupled with current
policy guidance and a number of initiatives being pursued by AID
and other agenclies, provides a satisfactory framework for achieving
food aid's developmental objectives. The elements of AID's strategy
for pursuing those objectives are set forth below.

A. Title T

1. Integration

The integration of food aid and non-food aid assistance
programs contributes to the greater developmental impact of both.
A.T1.D. has surveyed the programs of missions implementing food aid
programs and has produced guidance to USAID field missions which
reflects successful examples of integration and outlines a wide
variety of opportunities for the same. This guidance message is
attached hereto (Attachment C), The importance of integrating
food and non-food ald assistance programs is furthe, highlighted
in the guidance prepared for the preparation of the FY 1984 Country
Development Strategy Statement (CDSS). That message (State 316565)

states:
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Missions are encouraged to integrate all elements of U.S.-
foreign assistance into a broad, c¢oherent strategy for
achievirg U.S. objectives. Thus, missions should seek to
program DA, ESF, ¥.L. 480 and HG resources, 1n such a way as
to insure that there is complementarity and cohesion in the
mission's strategy. In addition, coordination of the
Agency's resources with Peace Corps and U.S. private sector
(both PVO and business) activities is vital in maximizing

tne effectiveness of the Agency's program.

2. Policy Reform

We believe that among the most important constraints to
broadly based development are LDC policies which make less than
best use of limited government resources, and which inhibit the
operation of free markets and discourage private investment., It
is necessary to address these constraints through programs which
encourage policy reform. Comprehensive development assistance
strategies, which include food assistance, must be designed to
this end. Accordingly, increasing emphasis is being placed in the
negotiation of food and agreements on changes to policies which
inhibit growth and productivity in the food and agricultural
sectors. An assured food supply is crucial to the stability of
any government, and the willingness of countries to discuss and
agree t» policy reforms necessary to stimulate increased food
production is often commensurate with the importunce of food 2id's
contribution to total food supplies.

3. Sound Program Analyses

We are inecreasingly mindful of the need to base
developmentally oriented food aid programs on a sound analysis of
the food sectors in recipient countries. Our field missions have
heen urged to strengthen their analyses.,.

The CDSS guidance is explicit on this point:
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Food aid proposals should be based on an analysis of need,
should reflect an appreciation of the possible disincentive
effects that such aild might have on production as well as
policy reform, and should whenever possible, flow from a
comprehensive study of the food sector. (Where such studies
do not now exist, they should be developed as soon as possible,
and provide the basis for determining self-help conditions,
and local currency use.)
In this regard, AID is well aware of the need to strengthen the
economic analysis capability of field missions and is studying
ways to achieve this end. It has examined the quality of the
economic analysis in program documentation submitted by field
missions and has reviewed the number, types and quality of
economists in the field. Within existing personnel
constraints, we are seeking to provide field missions where needed
with short-term assistance to undertake the necessary economic
analysis for the preparation of oprogram documentation, and
specifically, major food aid programs. Similarly, we are working
with recipient countries, which suffer severe shortages of trained
analysts and administrators, to develop their human resource

capavilities to examine the causes of underdevelopment.

H. Sound Self-Help Measures

The Administration is now in the process of implementing the
recent change in the legislation which reqguires that self-help
measures in P.L. 480 asgreements be strengthened,

Negotiating instructions for FY 1982 agreements have
instructed missions to propose self-help measures that are specific
and measurable. Mission proposals are being carefully reviewed,
and changed if necessary, to ensure that measures contain specific
commitments or benchmurks. Missions are belng encouraged to include

actions in furtherance of agricultural policy reform in the self-
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help measures where appropriate. Periodic reviews ofjperformance
to monitor implementation and assess progress on a regular basis
are scheduled as well.

In Egypt, the program to support official producer prices
for locally procured wheat is specifically included in the self-
help measures, with provision for quarterly progress reports. In
Morocco, specific benchmarks will be set in a side memorandum of
understanding since the need to provide emergency wheat did not
allow setting them in advance of signing. In Sudan, specific self-
help measures referring to agricultural policies that are part of
the IMF supported stabilization program are included in the
Agreement and in a side memorandum of understanding. Similar self-
help measures have also been set for Costa Rica and Zaire. The
Indonesia self-help measures have specific benchmarks this year
for the first time. In negotiating instructions now under
preparation, a cooperative effort is underway in all agencies to
strengthen the self-help measures and ensure that they are in full
compliance with the new requirements.

5. Impact Evaluations

As discussed in Section V, AID is now engaged in a number
of major impact evaluations of Title I programs .ith USDA
participation. It is anticipated that the evaluation findings
will lead to improved program deslgn.

6. Strengthened Priority

Finally, A.I.D. has increasingly sought to strengthen the

Agency's commitment to Achieving developmental objectives through

food aid. The Administrator has pointed out
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that enhancing the developmental food impact of food aid is one
of AID's top-most priorities, and has reaffirmed this priority in
the CDSS guidance, and most recently in the guidance cable on
integration of food aid and non-food aid programs (..."I am
committed to the effective use of P.L. U8B0 resources to accomplish
development objectives.") In addition, A.I.D. will continue to
play a vigorous role in interagency discussions of food aid programs
to ensure that high priority attaches to developmental objectives.

B. Title [IT

The foregoling measures to enhance the developmental impact
of Title I food aid programs apply to Title IIT as well, particularly
those concerning integration, policy dialogue, and sounder program
analyses. Current efforts to increase the effectiveness of Title
ITI programs include the preparation of revised policy and program
guidelines, which will reflect the knowledge that has been gained
through the design and implementation of Food for Development
agreements,

C. Title II

Again, several of the aforementioned measures will have a
positive impact cn Title IT feeding programs. Initiatives more
specifically related to Title II programs include those which will
broaden their scope, more closely integrate them with other AID
activities, and improve the quality and number of evaluations.

The "conventional" categorization of Title 11 activities
into maternal child health, school feeding, and Food for Work
programs may unduly constrain developing more directly productive

undertakings, While no major revamping of Title II programs is
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being suggested, AID is nevertheless investigating the
possibility of broadening the scope or activities. For example,

a proposal is being considered which would enable a voluntary
agency to support, through food and other inputs, community-
level productive enterprises. The grant would be multi-year,
enabling the voluntary agency ample time and assurances of
adequate funding to carry out developmentally-oriented projects,
while also addressing the nutritional needs of the poor.

| In addition, evaluation findings to date suggest that a
fresh look at the indirect as well as the direct benefits of
feeding programs 1is appropriate. Nu-ritional impact, for
example, may be achieved in some cases Utacause of "leakage" of
commodities to the intended beneficiary's family. School feeding
may have little impact on malnutrition, but may have a major
effect on school attendance. In short, a more flexible use of
feeding programs, tailored to the opportunities presented by the
particular environment, is in order, It is through more
imaginative and careful Title I1 programming that AID will seek
to better integrate these programs into the mainstream of overall
assistance strategies,. The more closely integration can be
achieved, the more effective all AID activities will become. AID
guidance (Attachment C) suggests ways in which this can be done.
Food For Work programs, for example, may be linked to rural
development efforts supported by non-food aid resources; a
reforestation program supported by FFW can complement agricultural
production programs in the same geographic area. Similarly,
nutrition education programs, funded in part or whole through the

development assistance (DA) account, can strengthen
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MCH activities. Still other examples are cited in Section 3A of
Attachment C.

As stated above, AID will explore the possibilities of
expanding Section 206 programs to countries other than the ones
approved on a pilot basis. These food aid grants permit the sale
of food, with the proceeds used for development purposes. Prospects
for this program appear most attractive in Africa where Title II
programs are numerous and there is Mission and recipient interest
in undertaking them. They offer the opportunity in chronic
emergency countries to shift away from solely feeding programs to
more development oriented activities.

Consideration has been given to whether there is currently
an additional need for legislation to increase food aid's
developmental impact. While it 1is possible to identify
modifications to the law which might be of value, the prevailing
view 1s that legislativz propcosals should be deferred until the
effects of recent changes -~ both in the law and in AID's policies,
can be ascertained.

vit. Financial Terms and Rates

We have examined the relationship of terms and interest rates
in Title I agreements to food aid's developmental impact, and in
this regard, the relationship between Title I terms and those
applied in other concessional loans extended by the U.S. Government
to developing countries,

A. Utilizing Title I Terms to Achieve Policy Reform and Action

We have examined the implinations of altering Title T financial
terms and rates as a %echnique to induce economic policy reform

and action. While attractive in principle, we believe that our

ability to achieve honl country poliey action la a funetlon of a
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far more complex set of factors, including the nature of the
country's economic situation and the magnitude of the policy changes
needed, our historical relationship with the country, the overall
level of our economic assistance, our capacity to engage the country
in a policy dialogue, and the role and actions of other donors,
ineluding the IMF and the IBRD. Adjustments in interest rates
alone in P. L. U80 loans are not considered a very practical or
effective means of encouraging such policy action. Rather,
attention should remain primarily focussed on these other aspects
of our relationship with the developlng country, particularly the
creation of an ongoing and constructive policy dialogue.

Other factors which mitigate against increasing interest
rates to induce policy change include:

(a) The multiple objectives to be served by Title I. Such
efforts to tighten terms could be inconsistent with efforts to
meet market development or foreign policy objectives,.

(b) Any changes in interest rates for Title I agreements,
which would continue to permit such aid to be considered Official
Development Assistance (see below), would be unlikely, in and of
themselves, to represent a sufficient incentive to undertake major
policy reform,

(e) General international practice, followed by most
bilateral donors and multilaterral agencies, is to provide food aid
on a grant basis.

(d) Whereas a judgment on appropriate policy action usually
made on the basis of the country situation in the near term, Title

I terms and rates impact on a country's financial situation over
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a multi-year period. Thus, a country whose policy action was
viewed as insufficient in one year might be subject to extremely
tight terms which it would have to bear over subsequent years
during which its performance might have substantially improved.

Thus, there are persuasive arguments for the position, which
has long guided the overall U.S. development assistance effort,
that the terms of the assistance should »nrincipally reflect the
long~term economic capacity of the country to service its debt.
While there are no definitive indicators of this capacity, the
international community, including the United States, has long
recognized that per capita 1lncome 1is an acceptable, although
imperfect, measure.

The A.I.D. program providesg its most concessional development
assistance loans to the low-income countries -~ those with average
per capita incomes below $730 (IDA eligible) -~ and harder terms
for middle income countries (those with average per capita incomes
above $730). The most concessional terms for the low income
countries provide for a 40 year repayment period including a 10
year grace period. An interest rate of 2% is charged during the
grace period and 3% thereafter, Comparable terms for middlie income
countries are usually 25 years, 5 years grace and 2% and 3% for
the grace and amortization periods respectively. With some
exceptions, terms and rates for economic support funded (ESF) loan
programs are the same as those for development assistance loans.
For the least developed countries;, which have an extremely limited
capacity to service debt, the U,S. and most other donors extend

their economic assistance primarily in the form of grants,
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It has been sugrested that one reason that there are not
more Title III programs is that Title I has been too attractive as
an option -- ine additional concessionality provided by Title III
has not, it is argued, been enough to induce the additional effort
needed to formulate and implement a Food for Development program.
One solution that has been suggested to this perceived problem is
to tighten interest rates for countries that are good candidates
for Title I1I agreements.

The merits of such a position have been questioned. Most
would agree that our goal should be less one of negotiating
additional Title II1 agreements, per se, than of insuring that we
obtain maximum effective developmental use of the combined Title
I/IIT program. I  in an individual country this can be done equally
well with a Title I agreement, at less cost to the U.S., the fact
that we do not negotiate a Title III agreement may be less
significant. The Congress has amended P.L. U480 to require more
meaningful self-help measures in Title I agreements. By giving
greater attention to strengthening the programs and commitments
entered into by Title I recipients, it should be possible to
increase the de&elopment impact of Title I agreements considerably.
If the Title I program and dialogue leads a recipient country to
be receptive to Title III agreement -- {i.,e., it is willing to make
multi-year commitments that will produce important and lasting
change, then a Title III activity would become appropriate.

Further, not all countries are Title III candidates. Some
have only a short term need for food aid. Others may not yet have

the capacity to develop and execute a Title III program which would
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satisfy U.S. requirements. Still others which exceed the per
capita income maximum established for Title III, are not eligible
for grant food aid, regardless of commitments to reforms.

Finally, developing nations, as well as other donors, may
conclude that our real (as they might perceive it) motive for
hardening terms would not be to encourage d=velopmental impact,
but to decrease the concessionality of food aid, i.e., our
intentions would be Jjudged by the financial impact of our actions,
and would be suspect.

These arguments against altering terms and 1increasing
interest rates to achieve policy development objectives suggest
not only the difficulties of doing so effectively, but also the
fact that there are better means available to achieve the goal.
Such techniques as altering the amount of the Title I credit,
linking our Title I negotiations to a policy dialogue on major
constraints facing the economy, and imposing more meaningful self-
help measures and requirements for the uses of local currency are
better ways of relating Title I to developmental performance.

B. Considerations Bearing on the Establishment of Title I

Terms

(a) Review of this issue has suggested the desirability of
establishing more explicit guidelines for setting terms in the
future. One objective 1is to maintain a reasonable degree of
consistency with the policies guiding the establishment of terms
applicable to other aid agreements with developing countries. The
principal criterion for establishing these terms is the country's

capacity to bear the repayment burden. As noted above, this is
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extremely difficult to assess other than in the short term. AID,
however, believes it appropriate ~- as has been found in its prior
examination of this issue for purposes of FAA funding -- to use
the criterion of per capita income as an important proxy for a
country's overall productive capacity and thus its ability to
service external debt, AID believes that a differentiation in
terms of Title I credits between low and middle income countries
should be established, with a more concessional set of terms applied
to the poorer countries, and that this would tend to simplify PL
480 loan negotiations. There are, however, others who believe the
current system, whereby term and rates are determined on a case-
by-case basis, is preferable.

(b) There are six elements involved in the terms and interest
rates for Title I l1nans -- the Initial Payment (IP), the Currency
Use Payment (CUP), the number of years in the grace period, the
interest rate during the grace period, the number of yearly
repayments, and the interest rate during the repayment period.
These are more factors than are involved in other loan programs
and make the sorting of Title I terms more complex. In addition,
there are two types of Title I loans, dollar credit and convertible
local currency credit, and there are statutory provisions for these
variables which must be complied with.

(¢) The Title I program is an important component of the
total of Overseas Development Assistance (ODA) to the developing
countries, The amount and degree of concessionality of ODA are
reported to the Organization for Economic Cooperation and

Development (OECD) and scrutinized every year in the international
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arena as a principal indicator of U.S. support for development.
OECD guidelines call for an overall degree of concessionality of
each donor's assistance of at least 86 percent. In 1980, U.S. ODA
had a grant element of slightly more than 90 percent, which was
effectively equal to the average for all DAC countries. To qualify
as ODA, Title I loans must have a grant element of at least 25
percent, which i3 calculated as the credit extended minus the loan
repayments, with the credit discounted at 10 percent. The U.S.
has long pointed to the concessionality of its assistance as an
important measure of 1its commitment to support Third World
development. It is thus important that Title I not only continue
to count as ODA, but that 1its overall concessionality not be
significantly reduced.

(d) Title I loans at less than 25 percent grant element,
even 1f not at commercial rates, would be considered subsidized
export credit. As such they would fuel controversies over credit
wars for commercial sales by developed countries.

(d) The U.S. is a member of the Food Aid Convention (FAC)
and has pledged vo provide 4,47 million tons of grain annually in
CY 1982 and CY 1983 to the developing countries. Shipments under
loan terms of less than 20 years, more than 15 percent down payment,
or at non-concessional interest rates do not count tcward meeting
the U.S. pledge. Consequently, the U,S., should continue toc provide
gsufficiently concessional Title I terms to allow food aid to
contribute toward meeting the U.S. pledge.

VII. Views of the Private Voluntary Agencles
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Communications received from the voluntary agency community

are supportive of efforts to increase food aid's developmental

imnact.

The American Council of Voluntary Agencies for Foreign

Service, Inc. endorsed views it earlier expressed to Congress in

1979.

interest of the voluntary agency community in

developmental objectives

Its statement reads in part:

"Tn operating these programs we have as our
guiding purpose the development of human
potential. We strive to enable the world's
poorest people to lead lives free of basic want,
and to have the strength and ability to rely on
their own selves for sustained development
within their familles, their communities, and

their nations. Therefore, we try to use the
food commodities so generously given by the
American people -~ as developmental tools.

Through the years the primary programming
mechanism for our food assistance has been
supplementary feeding programs targeted at the
most vulnerable sectors of the population, that
is, pre-school and school age children, and women
of child-bearing age. We also have operated, on
a wide scale, Food for Work programs in which
volunteer workers receive food as incentive for
their labor on projects that improve local water
systems, roads, agriculture, and so forth. More
recently we have begun to devise other ways to
utilize food commodities as a catalytic agent
for development. For example, we have begun to
design projects which promote the advancement
of womer within the context of supplementary
feeding programs. On another level, we have
been able to use food aid programming to build
local institutional structures. The opportunity
to reach large numbers of people consistently
over long periods of time has been invaluable
in this regard; 1t has involved significant
segments of local communities in an organized,
institutional process and thereby increased
their interest and ability to participate in
other developmental efforts.”

What appears clear from the foregoing statement is the strong

pursuing

through the use of Title II feeding
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programs. As this Report indicates, we will support and encourage
these efforts.
One voluntary agency (Bread for the World) provided AID with
a number of thoughtful suggesticns for improving food aid's
developmental impact. We agree with several in whole or in part:
- improve the integration of food aid with other AID
programs,
- implement the 1981 legislative changes promptly and
vigorously,
- consider and pursue multi~year Title I agreements where
appropriate,
- improve allocation and planning procedures,
- support Title TI programs with available outreach
grants,
We do not, however, concur in the suggestion to increase the
Title ITI legal minimum of 15%. Current legislation already permits
the U. S. Government to undertake Title III programs beyond the
15% minimum. We remain committed to expanding Title III programs
to those countries that can qualify as candidates, and do not
believe an increase in the minimum is needed. Moreover, there are
many countries in which Title I programs limited to substantive
self-help measures are more appropriate than Title III activities.
Increasing the 15% minimum would reduce the needed flexibility to

adapt programs to country needs,
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As to the suggestion that Section 206 agreements should draw
commodities from Title I rather than Title II, Section 403 permits
this (authorizing diversion of 15% from one Title to another) but
does not require it.

The Interreligious Task Force on U.S. Food Policy's comments
included recommendations for more rigorous Title I loan terms,
waiving cargo preference requirements, increased food purchases
in recipient countries or other LDCs, greater use of multi-year
programming, increased use of PL U480 for food security purposes,
restructuring the decision-making process on PL 480 issues, and
giving clear legislative priority to the humanitarian and
developmental objectives of food aid. We recognize the importance
of multi-year programming in appropriate ciécumstances to the
achievement of development objectives, and support the use of food
aid to enhance food security in proper cases.

Some voluntary agencies have supported passage of the Hunger
Elimination and Global Security Act -- S.1675. The Administration
will be expressing its views on that bill separately.

VIII. Conclusions

The development objectives of food aid have become
increasingly prominent in recent years. A number of legislative
enactments, coupled with a varlety of initiatives by AID, have led
to heightened concern with and greater impact on longer-term
development problems.

The prominence of development objectives has been manifested

in a variety of ways:
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-- Title I programs are being designed and scrutinized
with these objectives much more in mind;

-~ The influence of Title III -~ its objectives, its
multi year features, its debt forgiveness, its concern with policy
and structural reform, is beginning to be perceived in the analysis
and design of Title I projects;

~- There is an increasing concern with and commitment
to enhancing the developmental potential of Title II feeding
programs, both on the part of AID and the PVO community; new project
design reflects this concern and commitment;

-- AID has stressed the importance of integrating food
aid programs into overall country development strategies; this
increases the influence the USG has on development policy, and
increases coordination among and impact of discrete development
assistance projects;

-- We are increasingly mindful of the potentially
negative impacts of such programs on domestic procduction and
programs are carefully designed to avoid disincentive effects;

-~ In the past several years the programs have come
to focus increasingly on the poor and needy, and are seen as
vehicles for effecting structural changes to benefit this group;

~-- AID has hegun a series of evaluations of the impact
of Title I agreements, which should lead to improved program design.

In view of the above, we are pursuaded for now that the tools
are there -~ that food aid's development impact can be significantly
increased without resort to additional legislation. We do not

support a number of legislative proposals put forth by others
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because they would introduce undesirable rigidities, and alienate
supporters of food aid programs -- and simply because they do not
appear to be necessary. We believe that development objecﬁives
and other important interests can be served at the same time.
Further, as we have detailed at length, manipulation of
financial terms and rates would have, at best, marginal
developmental impact. And undue hardening of terms could be
counterproductive in a number of ways; 1t would be misperceived

o

by LDC's, it would reduce the concessionality of our overall
economic assistance to the developing world, it could reduce our
capacity to stimulate LDC policy reform, and could disqualify PL
480 flows as ODA assistance.

While we are confident that more can be accomplished, and
that we can take good advantage of the opporturnities for achieving
development through food aid, we would not want to suggest that
T

we are sanguine. ne excaptional logistical and administrative

challenges that such programs present,; and the profound dilemmas
of food and agricultural policy that so frequently confront
developing countries, suggest that onr confidence must be tempered
by a realistic assessment of what 1s possible.

We believe the Administratior. has performed creditably in
pursuing the developmental objectives of PL U480, In the Report
we reaffirm our commitment to strengthen the program's longer term
development impact. It ig hoped that the Congress will support

our efforts and the strategy we have outlined.



EXHIBIT 1

Table 1 --Volume of Food Aid Contributioms, Princi?al Conmmodities

: : : : : HE : : Estimated
Commodity and Donor : 1973774 : 1974/75 : 1975/76 : 1976/77 : 1977778 : i978/79 : 1979/80 : Allocations 1/
: : : : : : : : 1980/81 : 1981/82 27

1,000 Metric Tons

Cereals ‘ : 6,041 8,392 7,116 10,900 3/ 11,000 3/ 10,896 3/ 9,185 9,185 9,400
Argentina : 10 20 0 22 32 30 38 48 50
Australia : 222 330 268 230 252 312 304 350 400
Canada : 486 494 1,034 1,176 884 735 699 600 600
Evropean Community &/ : 1,208 1,413 928 i, 131 1,488 1,240 1,194 1,650 1,650
Finland : 17 26 25 33 47 9 14 20 20
Japan : 350 182 33 46 135 352 688 567 625
Norway : 0 0 10 10 10 10 37 40 40
Sweden : 65 316 47 122 104 104 98 90 90
Switzerland : 33 29 35 35 33 32 32 27 30
United States : 3,588 4,731 4,637 7,940 7,663 7,552 5,649 5,310 5,610
Other : 62 753 199 157 353 520 432 350 ) 335

Vegetable Oils : 139 86 320 239 419 237 NA NA NA
United States : 119 71 217 176 366 157 230 230 197
Other : 20 15 103 63 53 80 NA NA NA

Milk and Preducts : 87 128 172 204 249 251 NA NA NA
United States : 1 46 26 55 67 64 58 85 65

Other : 86 82 146 - 149 182 187 NA NA NA

NA = Not Available.

1/ Allocations are for the budgetary period of each country.

2] Preliminary, unofficial estimates.
_2/ Does not include amounts donated by the USSR as emergency aid to several Asian countries according to unofficial

reports, including 200,000 tons each in 1977/78 and 1979/80 and 400,000 tons in 1978/79.
4/ Ald from European Community and its member countries.

Sources: FAC, U.S5. Agency for International Development, and USDA.



EXHIBIT 2

Historical Summary of P.L. 480 Exporis by riscal Year
(Miltions of Dollars and HMillions of Metric Tons/Metric Ton Grain Equivalents)
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EXHIBIT 3

Value of U.S. Farm Products Shipped Under P.L. 480 Compared

with Total Growth of U.S. Agricultural Exports
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PREFACE

At the request of the Administrator an inter-bureau
Task Force, including IDCA and BIFAD representation,
was established to review A.I.D. policy on food and
agricultural development assistance, and to make
recommendations based on experience in developing
countries and A.I.D.

This statement constitutes the report of the Task
Force. It sets forth the overall objectives and
policy elements of A.I1.D. food and agricultural
assistance funded from Development Assistance,
Economic Support Fund and PL 480 budgets. It
provides the basis for development of an A.I.D.
Strategy Paper on Food and Agricultural Development
that will delineate a strategy for 1inking the
resources A.I.D. can draw upon for accomplishing
its poTicy objectives.

This statement will also form the basis for
discussions with other USG agencies, leading

to the formulation of a U.S. Policy Statement

on Food and Agricultural Development Assistance
that will incliude policy implications for U.S.
participation in multilateral organizations that
provide food and agricultural assistance.

This statement supplements the A.I.D. Agricultural
Development Policy Paper of.June 1978 by providing
a focus on major eTements of A.I.D. policy.




"Increasing food production in developing countries
is critically important -~ for some, literally 4
matter of life or death. It is also an indispen-
able basis for overall development. The United
States has always made food and agriculture an
important emphasis of its economic assistance
programs. We have provided massive amounts of
food to fight starvation, but we have also under-
taken successful agricultural research, welcomed
thousands of foreign students for instruction and
training at our finest institutes, and helped make
discoveries of the high-yielding varieties of the

Green Revolution available throughout the world."

President Ronald Reagan, Remarks to the World

Affairs Council of Philadelphia, October 15, 1987.




Background

Food production and consumption prospects are seriously deteriorating
in a number of low-income, food-deficit countries. The basic causes of
contfnuing hunger and malnutrition in these countries are inadequate food
availability and inability of the malnourished to purchase or otherwise
acquire and consume the food they neec.l/ While this chronic deficiency
receives less attention than outright starvation, 1t has a far wider
impact on human lives and productivity.

Real progress has been made toward food and agricultural self-reliance
in a number of Asian and Latin American countries, bu*t many other ~ountries
remain beset with serious and precarfous problems. MiTlions in Asia, Latin
America and the Near East are still fmpoverished and malnourished. A
deepening food crisis with chronic famine condftions fn some areas is
developing in sub-Saharan Africa, where per capita food and agricultural
production continue to decline in a majority of countries.

Future prospects are influenced by two major factors: population growth
and income growth. About 90 percent of the almost two Dillion increase in
world population projected for the year 2000 will occur in daveioping countries,
many of which are unabie to assure adequate food supplies even for their
current populations. Continuing per capita fncome growth in the middie-income
and advanced developing countries i< axpected to generate substantial increases
in the demand for basic grains for direct humen consumption and for livestock
productfon. Unless the production of major stapies and/or other agricultural
commodities Tn deveioping count-{es improves significantly more than it did

during the 1960-75 period, and uniess the effective demand of low-income

1/ Inadequate nutrient apsorption Tinked to disease and poor sanitation is a
significant auriliary cause, especially among infants and cnhildren.
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families 1s increased through broad-based growth, a deterioration tn per capita
food availability and consumption, especially in low-income countries, may occur.

This 1s a grim picture, sut 1t is by no means hopeless. The experience
of the last 30 years shows that carefully planned and administered economic
assistance, when combined with the fundamental efforts that a govermment and
1ts people must themselves undertake, can establish a dynamic, self-sustaining
food and agricultural system. U.S. assistance in the form of scientific and
management expertise, and food and financial afd, has made c¢ritical contribu-
tions to the creation of such systems in South Korea, Brazil and Taiwan and
to emergina self-reliance in countries such as India, Thailand and the
Philippines.2/

Experience over the Tast three decades also shows that dynamic agricul-
tural growth is 1n most countries a necessary though not sufficient condition
for broadly-based overall economic growth that permits the conquest of hunger,
malnutrition and sustained improvement in per capita 1iving standards.
Broadly-based and shared economic growth, along with the effective provision
of voluntary family planning services, will also bring about a reduction in
rapid population growth, The United States should continue sustained support
of efforts by the entire donor and international community to help developing

countries achieve thase goals.

2/ Self-reliance in food is defined as the ability of a country to assure
continuing food security to its population from a combination of domestic
production and importation of food at commercial terms paid from foreign
exchange earnings. Short-run food security impiies the ability to main-
tain normal consumption levels fn the face of an emergency food shortage.
Long-run food se¢ur1ty is defined as the ability of a country to assure a
nutritionally adequate food supply to 1ts population on a continuing basis.
Several of the countries mentioned above have clearly not yet achieved
long-run food security in terms of nutritional adequacy. See p. 16 for
further discussion.



The President of the Unit. ~ States has recentiy nighlighted the importance
of developing country food and agricuitural problems and the role the U.S.

3/

is prepared to play in helping countries resolve these problems.~~

L. OBJECTIVES

The overall objective of United States bilatearal economic assistance is
to stimulate in developing countries broadly-based, self-sustaining economic
growth that promotes international peace and stability and that assists people
to conquer poverty, hunger, illness and ignorance (see Sections 101 and 531

of the Foreign Assistance Act).

The objectives of U.S. food and agricultural assistance are to 2nable

countries to become seif-reliant in food, assure food security to their
populations and contribute to broadly-~based economic growth.
These broad objectives entail two major sub-objectives, namely:

1. Increased food availability, through;

-~ jncreased agricultural production, with an emphasis on increasing.
and sustaining the productivity, incomes and market participaticn
of small farmers, with speciai attention to food production;

- greater economic efficiency in the marketing and distribution
of agricultural and food production, exports and imports; and

Z. Improved food consumption in rural and urban areas, through:

-~ expanded productive employment and incomes of men and women who

at present lack the purchasing power to obtain adequate food;

3/ Of particulai relevance are the "Remarks of the President to the Worid
Affairs Council of Philadelphia” October 15, 1981, and the President's
Statement of October 24, 1981, at Andrews Air Force Base on his return’
from the "North-South" Summit Conference at Cancun, Mexico.



- 4 -

-- increased awareness and incorporation of sound nutritional
principles in the design and implementation of production,
marketing, health and education policies and programs, including
improved access to, and utilization of, food for those at nutri-
tional risk;

-~ effective direct distribution of food from domestic or exterral
sources to thosa facing severe malnutrition and temporary food
shortages (i.e., a short-run lack of fooa security).

A.1.D. will seek to concentrate assistance for food and agricultural
development in countries that share these objectives and are committed to
an appropriate policy framework as elaborated in the following section on
"Elements of Policy."

In supporting the objective of food self-reliance, A.1.D. does not
rigidly subscribe to the goal of food self~sufficiency. A.I.D. supports a
balanced approach involving economically viable expansion of agricultural
production, including production for export and importation of food and
agricultural products where comparative advantage exists.ﬂf As in the case
of domestic food production, the employment, consumption and nutritional

implications of export expansion will also be considered.

[T. ELEMENTS OF POLICY

A.I.D. will emphasize four major, inter-related elements to accomplish

food and agricultural development objectives:

4/ In determinirg a balanced approach between production for domestic

~ consumption and export, a country will weigh the risks inherent in
increased dependence on world agricultural markets. These risks can
be reduced somewhat by diversified production for export.



1. improve country polictes to ranove constraints to food and agricul-

tural production, marketing and consumption;

2. develop human resources and Jdnstitutional capabilities, especially

to generate, adapt and apply fmproved science and technology for food and
agricultural development;

3. expand the role of developing country private sectors in agricul-

tural and rural development, and the compiementary role of the U.S. private

sector in assisting this expansion; and

4. employ all available assistance instruments in an integrated manner,

including provision of PL 480 food afid in a way that contributes to the

other three strategy elements as well as meeting food security and

nutritional needs.

Each of these elements is intended to increase the effectivenes$ of

U.S. economic assistance resources. While the mix of these elements will
vary according to the differing needs and problems among countries, the
achievement of lasting food security requires greater attention to each of
them 1n most developing countries.

The United States has strong technical competence in identifying and
solving problems in food and agriculture. Maximum utilization will be made
of this competence. A.I1.D., other elements of the U.S. Govermment, such as
USDA, cooperating universities and private sector organizations are prepared

to make a long-term commitment to help those countries prepared 1ikewise to

make the requisite policy and resource commitments.
A main thrust of the policy is on the development of a domestic

human and instituticnal capacity that permits a country to develop and apply

food and agricultural science and technology. This recognizes the location-
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specific requirements for the effective application of improved agricultural
technology. However, the policy also requires a more vigorous effart by
A.1.D. to support the identification, transfer and adaptation of existing

appropriate technologies, as well as the development and application of

improved technologies through existing institutions in the United States

and developing countries. These recommendations recognize that the con-
tinuing advance of agricultural technology, while not sufficient in itself,
is an essential prerequisite to sustained improvement in food and agricul-
tural performance. The policy also envisions strengthening institutional
capability in other critical areas such as the management of irrigation
and credit systems.

In pursuing this pelicy, A.1.D. will encourage countries to promote

participation in food and agricultural development by the large majority of

rural producers and workers, men and women, through:

-~ broadened access to producticn incentives and resources, including
Tand and water, as well as opportunity to take advantage of education
and training and other productive services;

-~ fncreased productivity, employment and incomes; and

~- expanded involvement in making policy and program decisions,
including those affecting the development and operation of institu-
tions that affect their productivity and well-being.

The policy also includes an emphasis on effectively increasing the

productivity, incomes and market participation of small producers. These

producers comprise the great majority of rural economic units in most countries



and are thus important for both increased food production and consumpt ion .~
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3/

Evidence indicates they tend to employ land and purchased inputs in an

economically efficient manner relative to large farmers. Furthermore, the

demand for goods and services by the bulk of small farmers and their

families who participate in market sales and purchases may constitute an

important stimulus to off-farm rural enterprise and the generation of

employment opportunities for landless laborers and for families engaged

primarily in subsistence agriculture.=

&/ Improvement of the employment

opportunities of the landless and near-landless is a crucial requirement

for improved food consumption in many countries,

A. Improved Country Policies

The success or failure of the development process in a country depends

heavily on its policy framework and the determination of the country

itself. External assistance, while helpful and particularly critical in

lTow-income countries, is in no case sufficient to achieve national food

5/

The definition of a "small producer" will vary from country to country
and region to region within countries. Influencing factors include
sectoral (agriculture or industry), sub-sectoral or commodity mix,
soil quality in the case of agriculture, etc.

Of particular interest to A.I.D. are those small producers whose
marketable surplus can be increased. It is recommended that a paper be

prepared to analyze the extent to which increased production by commercial
and/or semi-commercial farmers in developing countries will also meet
employment and food consumption objectives through increased employment

on such farms and indirectly through stimulus to off-farm rural enterprise.
Although available evidence confirms the relatively high economic efficiency
of small farmers, the question is complex. An analytical paper might
explore further this question as well. In nis Philadeiphia World Affairs
Council remarks, op. ¢it., President Reagan indicated that the focus of
American food and agricultural development assistance will be on "raising
the productivity of the small farmer, building the capacity to pursue
agricultural research and stimulating productive enterprises that generate
employment and purchasing power.”
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and agricultural development objectives. Sound country policies are funda-

mental to agricultural growth and to the effectiveness of external economic

assistance. An appropriate policy framework fs one that:

1. relies largely on free markets, the provision of adequate produc-
tion incentives and the provision of equitable access to resouces so that
the broad majority of farmers, rural private sector entrepreneurs and
workers -~ both men and women -- have productive opportunities for employ-
ment, saving and investment; and

2. gives sufficient priority tc complementary public sector investments
in rural infrastructure and institutions that interact effectively with
rural populations and complement and encourage rather than compete with
healthy private sector growth.

Incentives are affected by direct attempts by government to influence
the prices of food or agricultural products and'inputs, but in many countries
macro-economic policies affecting exchange rates. interest and wage rates
and tariffs and taxes have an even more powerful impact on incentives to
produce, employ, consume, save and invest. Furthermore, a wide range of
government-promulgated regulations and privileges affect equitable access
to such resources and services as land, water, credit, extension and

marketing facilities. That is, distorted policies have hampered agricul-

tural growth and have hurt the poor by excluding them from access to

productive resources and employment.

Essential public sector investments are generally those that yield
substantial returns to the economy but are of such a nature that the private
sector is not prepared to undertake them, especially in low-income countries

(reasons include nigh cost, uncertain or low returns in the short run, and/or
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difficulty for an individual investor to capture the returns). These investments
usually include such major physical infrastructure as road networks and gravity
irrigation systems as well as institutions for agricultural research, training
and extension and for basic education and health services and control of epidemic
diseases. However, in some aspects of research and extension, health services

or training, for example, there may be more scope for private sector

involvement than {s often acknow!=adged.

-~ As part of its deveiopment assistance programming, A.I1.D. will criti-
cally examine country policies affecting food and agricultural
development and will seek to concentrate assistance in those countries
where an appropriate policy framework already exists or where there is
commitment to improvement.

~~ A.I.D. will analyze the constraints to improved policies in countries
where it provides assistance and will engage in dialogue with coun-
tries on changes in policies intended to improve incentives and
opportunities.

-- Technical assistance and training to improve a country's policy

analysis and planning capacity will also be provided.

As part of 1ts concern for improving the quantity and quality of
food consumption, A.I.D. will continue its efforts on how to integrate

effectively the implications of nutritional problems and practices into

the design, implementation and evaluation of projects and programs. This

concern Includes but goes far beyond specialized efforts to correct speci-
fic nutritional deficiencies (e.g., Vitamin A, iodine, iron). A concern

for nutritional implications will be included in dfalogue on agricultura’

po]fcies and in the design of assistance for planring and policy analysis;
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agricultural research and extension; education and training; marketing and
processing; and food aild and food security. It will alse be included in
the formulation of assistance for health services, potable water and
sanitation,

The incorporation of nutritional considerations raises complex, multi-
sectoral issues that will be addressed further in an A.I1.D. Nutrition Policy

Paper in preparation.

B. Development of Human Resources and Institutional Capacity

A major priority of A.I1.D. policy is to assist countries develop and/or

strengthen private and public institutions dealing with the host of tech-

nical, administrative, economic and socfal problems constraining increased
and more efficient food and agricultural production , marketing and consumption.
Effective institutions provide a country the self-sustaining capacity
to solve critical development problems. Furthermore, they:
-~ enhance a country's ability to marshall its own human and financial
resources for food and agricultural development;
-~ enable individuals to obtain access to the skills, resources and
services needed to increase their productivity, incomes and well-
being; and
-- increase the absorptive capacity and effectiveness of external

assistance, thereby fostering development that continues beyond

the period during which assistance is provided.
The creation and strengthening of institutional capacity, including develop-

ment of the human resources needed for effective institutions, often requires

a long-term commitment and effort -~ e.g., ten years or more -- from A.I.D.,

tare host country, other donors and cooperating organizations (universities,
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PVO's, etc.). Missions must provide a sufficiently long-term assessment of how
A.I.D and other resources will be utilized to improve institutional capacities
crucial to food and agricultural development in the host country.

Effective public and/or private institutions are required in most
phases of food and agricultural development, including planning and policy
analysis; construction, maintenance and operation of rural infrastructure
(e.g., irrigation systems and rural roads); delivery of inputs, credit and
other services; storage, marketing and processing of farm products; and
other areas such as local government and taxation, and resource conserva-
tion and management.

Particularly vital to the establishment of self-reliant, sustainable food
and agricultural systems are national institutions that give a country the capacity
(1) to generate and apply a continuing stream of innovations designed to increase
agricultural productivity and incomes; and (2) to evaluate and >“.pt techno- |
logies transferred from developed countries and international institutions.
Advances in food and agricultural science and technology have not only
increased productivity but have also facilitated the substitution of less
expensive and more abundant resources-for more expensive and increasingly
scarce resources.

While the economic returns to agricultural research have been extremely
high, it does take time to develop and test new technologies and to
strengthen the national and local institutions required to adapt and apply
technologies to location-specific conditions. The need to develop new
technologies and strengthen institutions is especially criticai for the
large areas of the aeveloping wor]d that will continue to be dependent upon

rain-fed agriculture.
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There are important interrelationships between country policies and
institutional development. Institutions develop, implement and monitor
policies that profoundly affect food and agricultural Jevelopment. At the
same time, the prdcess of institutional development and of science and
technology transfer, generation and appplication should be guided by a sound
economic policy environment which reflects market forces. I[f this does not
happen, improved agricultural technology may not be adopted by farmers, or
if adopted, it may be inappropriate to the broader economic environment.

For example, in some countries distorted economic policies have made capital
artificially cheap and labor artificially expensive, resulting in the intro-
duction of excessively capital-intensive technology. By the same token,
production incentives alone are not usually sufficient to yield sustained
advances in agricultural production. A continuous stream of productivity
increasing, cost-reducing farm technology is also required.

-- A.T.D. will therefore give special emphasis, with a sufficiently

long-term commitment, to helping countries develop the institutional

capacity for food and agricultural planning and policy analysis; basic
and adaptive reasearch, education and training; and disseminating
improved technology and related information in a cost-affective
manner.

-~ Social scientists (e.g., economists, anthropologists, development
planners and policy analysts) and physical and biological scientists
and technicians ¢rom devaloping countries and the United States will
work together to corduct applied research and to develop individual
and institutional capabilities intended to increase the productivities

and incomes of the broad majarity of rural producers.
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-- U.S. universities will marshall their best talent to play a major role
in iﬁp1ementing A.I.D. assistance for food and agricultural institu-
tional development. Other U.S. govermment agencies, particularly USDA,
agribusiness enterprises, cooperatives and private voluntary organiza-
tions will also play significant roles. |

-- Aspects of agricultural research to be considered will include:
innovative research to fincrease the genetic capabilities of plants and
animals that are used as food; research on existing and more profitable
farming and marketing systems, including their social, employment,
energy, ecological and nutritional implications (including multiple
cropping and water management); field-testing fnvolving farmers;
research and control of debilitating human and animal diseases that
constrain agricultural productivity; and regular feedback to researchers
of farmer experience with improved technologies.

A.1.D. will also encourage:

-~ strengthened linkages in food and agricultural research among
United States institutions, the international agricultural research
centers and national systems;

-- an expanded role where appropriate for private enterprise in the

provision of agricultural research and the dissemination of improved
technology as well as in the processing, preservation and marketing

‘of agricultural commodities (see following section);
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-~ research and other Tnstitutians that expand access by Tow-income,

small producers to improved technalagy, productive resources and

services;zj and

-~ voluntary institutions that mobilize local efforts for agricu]turg]

and soctal development.

Local institutions, including farmer organizations and land tenure
arvangements, can also be critical in assuring that the majority of farmers
benefit fro.a improved technology and infrastructure. Clarity oif awnership
and title is critical to stimulating increased capital investment (and
therefore production) at the level of the individual farmer,

Consequently, A.I.D. will give faverable consideration to requests for
assistance in the form of feasible orojects and programs that:

-« establish wider access to agricultural assets, including land, and

in providing more secure tenure arrangements; and

-~ strengthen local participatory organizations of agricultural pro-

ducers that help assure access by farmers to resources and services
and, through farmer involvement, improve the efficiency of such
activities as irrigation uti!izaﬁﬁén and maintenance.

Adequate human resources development 1s essential if food and agricultural

institutions are to be effective. This means adequate training for professional

and technical staff and for farmers.

Acl.De will support:

7/ Section 1034 of the Foreign Assistanus Act requiras that agricultural
research carried out under the Act take account of the special needs of
small farmers in setting research priorities, as well as support research

con the various factors affecting smail farmers, and emphasize field-

testing and ressarch dissesrination. '

P,
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-~ in-country training of scientists, technicians, managers, extension
acents, and also farmers and skilled workers in food and nutrition,
and agricultural and rural development, with expansion as necessary,
of 1n~c6untry training facilities;

-- external training, in the United States or third countries.

Important in these regards, is the special role of and concern for women,

including their role as agricultural producers, workers, and family food
providers. Greater efforts are therefore required to expand opportunities
for women ¢o serve as administrators, scientists, technicians, extension
woikers and other food and agricultural professionals. A.I.D. will provide

support to promote the enhancement of the role of women through:

research and analysis;

H

planning and poiicy dialogue;

design and implementation of institutional and human resource

i
i

development and other programs; and

-~ A.T.0. staff recruitment, training and placement.

C. Expanding the Role of Developing Country and U.S. Private Sectors

Private sector business enterprises, including farmers and manufacturing,
trade and sarvice firms, account for the bulk of food and agriculture-related
economic activity in many developing countries. Non-profit private and
voluntary organizations (PV0O's) also make significant contributions to food
and cyricultural development in many countries, as do universities (some
developing country universities are entirely private; i.e., non-government,
and others are perceived as private or quasi-government, due to their largely

autonomous nature, even where mandated and funded by government]).



- 16 -

Gfven an appropriate policy environment and the complementary support
of public sector institutions and physical infrastructure, the private sector

can constitute a dynamic, efficient and innovative mainspring for food and

agricultural development. Furthermore, most private sector rural enterprise

in developing countries tends to be relatively small-scale and labor-intensive.
It thus also has the potential for generating substantial employment and
purchasing power.

Realization of the full poteﬁt*Al of the private sector to contribute to
food and agricultural development requires attentidﬁ to:

-- government policies and regulations that encourage rather than

discourage the private sector;

-- programs to overcome deficiencies in management and technical skills; and

-~ private sector access to market and technical information, credit,

infrastructure, services and materijals.

In some countries long-established public enterprises or para-statal
organizations dominate agricultural marketing, processing, storage and/or
distribution activities. These operations are often highly inefficient and
tend to discourage food and agricultur 1 production. Aver'es for improvement
include: (1) policy and management reforms that give public enterprises a

greater market orientation and put them on a commercial basis; (2) encourag-

ing greater competition from private enterprises in the same spheres; and/or

(3) turning public enterprise management and/or assets over to the private

8/

SeCtor.—

8/ Such enterprises were often initiated for arguably laudible motives, such

~ as reducing sharp, seasonal fluctuations in farm prices. Performance of
public enterprises in accomplishing such objectives has been spotty, how-
ever, and the cast has been high. Private sector alternatives, includ-
ing increased on~farm storage capacity, need more attentien.
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AT.D. will:

-~ identify private and ,ublic sector institutions, such as banks, techni-
cal institutes, and trade and marketing associations, through which
technical and financial assfstance can be effectively provided to
private enterprise;

-- engage in dialogue with govermmerts on changes in policies and other
regulacions to encourage and strengthen private sector development,
including small and medium-scale enterprise; and

~-- where appropriate, help countries improve the efficiency of public and
para-statal enterprise engaged in food and agricultural-related
activities. This is a complex issue that will be addressed further
in a separate paper.

A.1.D. also encourages utilization of the invaluable skills and

resources of the American private sector ~- of agribusiness enterprises, other

firms and consultants, universities, cooperatives and other farmer organiza-
tions, and private and voluntary organizations -- to stimulate broadly-based
food and agricultural deve10pment"2/

~- A major effort « be made to involve U.S. business firms 1in

strerjthening developing country private enterprise.

= A I.D. will develop mechanisms and processes to facilitate the involve-
men%t of the U.S. private business community in food and agricultural
. development, including technical assistance and training as well as

direct and joint irvestment.

9/ U.S. universities will be used principally in support of A.1.D. policy to

T develop and strengtnen institutions and train people serving agricultural
and rural Jevelopment as set forth in section B above. Such universities
may also be utitized to support and strengthen the role of the private
sector, including such activities as training, technical assistance, and

joint efforts with PV0O's and other public or private institutions.
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Private and voluntary organizations (PVOs) have a number of potential

strengths for assisting food and agricultural development. PVOs can be
effective in developing local institutions that organize local energies to
provide both development and social services and productive inputs. Com-
pared with the pubTic sector, they often provide flexible, low-cost
approacheé that take local attitudes and conditions into account. Through
their U.S. networks, they have the further advantage of mobilizing private
American resources and commitment for development.
-~ A.T.0. will encourage and seek to strengthen PVOs that are commited
to sustained food and agricultural development consistent with A.I.D.
policy, and that have indicated through performance »~r potential the

ability to provide effactive developmental assistance.

D. Providing Food Aid and Food Security.

Food security considerations have played an increasingly important
role in internatfonal discussions of food and hunger. The zoncaept of
international food security implies assurance world-wide of regular and
adequate basic food supplies.

In emergencies or dire food shortages, national food security requires
adequate capacity to channel available food supplies to population groups
experiencing severe foad shortages so as to maintain normal consumption
levels. In the longer term, the achievement of national food security requires
a country to be self-reliant in food and agriculture, to be capable of
assuring its population & continuing, nutritionally adequate food supply
through increased domestic production, more efficient distribution, expanded

purchasing power and international trade, and a healthier and better {informed

population.
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While external assistance can help accomplish these objectives, the
responsibility for food security, especially in the longer term, is funda~
mentally that of each country. In the short term, international food
assistance ~-- led by the United States as the world's largest food aid
donor -~ plays a vital role in assuring tood security.

The United States has aqreed to back up its pledge of food aid under the

International Food Aid Convention with a national grain reserve -- 4 million

tons of U.S. Government-owned, privately-held wheat, of which 300,000 tons may

be used for disaster relief in any one year regardless of U.S. domestic supply

conditions.lg/

PL 480 food aid can bte a valuable development resource for augmenting

local production, enhancing short-and long-term food security and

reducing malnutrition, providing it is made available under conditions

that support rather than discourage domestic food and agricultural production.
PL 480 food commodities c¢an enhance food security through augmenting domestic
food sales and distribution programs and may also be used to help build

national food reserves. Local currency generated from these food sales

10/ Under the U.S. Wheat Reserve Act of 1981. The 300,000 tons are to be used
through PL 480 Title Il after existing Title Il resources have been committed
or exhausted. In addition, access by foreign buyers to U.S. grain reserves
held for commercial purposes also helps to assure food security.

A related question is the extent to which it is feasible and desirable
for a developing country to hold food reserves as opposed to financial reserves
to meet short-term food security problems. This is a complex queszbn that
depends upon a range of factors, including the size of the country,
its Tocation relative to international sources of supply, the nature of its
comparative advantage for domestic food production and production for export,
the effectiveness of its import and export infrastructure, its access to the
recently-established IMF Food Financing Facility and other factors. It is
recommended that guidelines be prepared on this question, including on the
appropriate role for A.I.D. assistance.
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pravides financial resources to assist with development of food and
agricultural institutions and infrastructure.

-- A.1.D. seeks to improve the impact of both PL 480 commodities and local
currency proceeds on food and agricultural development, including
increasing their integration with other U.S. bilateral financial and
technical assistance at both the policy and project levels. PL 480
resources should support A.1.D0.'s strategic emphases to improve countiry
policies, develop human and institutional capacity and enhance the role
of the private sector in food and agricultural development.

-~ The negotiation of Pl 480 agreements is an opportunity for discussion
of these issues with country governments and for including broader
policy issues such as agricultural pricing and overall policy toward
the privgie sector. Policy dialogue on PL 480 must reach agreement on
supplying and/or conditioning food afd in a way that avoids disincen-
tives to increased food and agricultursl production through food
subsidies or lTowered govermment priority to comestic production. A.I.D.

will pursue such policy dialogue in the context of total U.S. assis-

tance to the country,

PL. 480 Title II programs not only directly alleviate hunger and mal-
nutrition but also have the potential to support human resource development
and self-help efforts that increase the employment and employability of the
Jowest income groups. A.I.D. will continue to give greater emphasis in the
use of PL 480 Title I1 resources to orograms that have been shown to have
greater nutritional Impact, such as maternal-child health combined with
nutrition education programs, rather than school~feeding programs, and

encourage PY0s to design and implement Title I1 programs so that govern-
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ments and local communities evertually assume responsibility for them

and/or replace them with programs that increase production and incomes.

I11. PROGRAMMING IMPLICATIONS

United States assistance strategy at the country level requires multi-
disciplinary analysis of the policy, socio-economic, institutional . and
private sector settings for food and agricultural development as well as
a long-term commitment of the United States and host countries. These
will vary according to the differing needs and problems of countries.
The precise content of assistance will thus depend on the conclusions of
this analysis. The modes of assistance will be a combination of technical,
capital, commodity'and food aid assistance.

Although the context of A.l.D.'s assistance may vary from country-
to-country for the reasons indicated above, the need to utilize limited
budget and staff resources as effectively as possible implies a focussed

country assistance strategy, concentrating on a limited number of core

sectors and sub-sectors. Missions should think in terms of long-term
efforts in a few priority areas that involve joint and collaborative

efforts with host country public and/or private institutions at every

stage: identification and design, implementation, monitoring and evalu-
ation. This approach should also permit some freeing-up of USAID staff

for the important but relatively neglected implementation stage. It should
be recognized that long-term commitment does imply that a certain portion of
A.1.D.'s portfolio will be "mortgaged" for periods of a decade or so. But
this is "mortgaging" consciously undertaken becau:> of its positive develep-

mental impact.
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Technicdl assistance in the form of training opportunities and

technical advisors will comprise a major mode of A.I.D. support for food

and agricultural development.

The main U.S. sources of technical expertise are A.l1.D. staff, American
universities, private sector firms and organizations (agribusiness, consul-
tants and other firms, cooperatives, farmer and private voluntary organiza-
tions), the Department of Agriculture and other U.S. Govermment agencies.

AID will also draw upon technical assistance from other developing countries
as well as on the food and agriculture development experience of the U.N. Food
and Agriculture Organization (FAQ), World Food Council (WFC), International
Fund for Agricultural Development (IFAD), World Food Program (WFP) and other
doriar agencies.

In the utilization of these technical assistance resources A.I.D. will:

-~ encourage and strengthen the capacities of the various sources of U.S.
and developing country technical assistance to, in turn, strengthen
the counterpart capacities of host countries to address and solve
their own food and agricultural development problems;

-- give greater emphasis and importance to the Agency's science and
technology capabilities, including creation of a strong professional
staff; and

-- enhance the role of American university expertise, as provided for by
Title XII of the Foreign Assistance Act, in the implementation of
A.1.D. food and agricultural development policy.

A.1.D. will also provide, under appropriate conditions, capital assis-

tance, food aid, agricultural or other enterprise credit and/or commodi ty

assistance. Capftal assistance in particular fs often closely linked to
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policy and/or institutional improvement in a project — e.g., capital assts-
tance to construct or rehabilitate physfcal structures of am ifrrigation
system linked to technical assistance for improved water management. Similar
1i1nkages should improve the effectiveness and lasting impact of all forms of
assistance -- e.g., elimination of subsidies or converting to private sector
distribution as part of fertilizer assistance; interest rate reform as part of
assistance for agricultural crdit. Therefore, A.1.D. will provide capital,
food, credit or commodity assistance only when:
-- a need for such assistance exists and other sources of financing
have first been explored, including co-financing arrangements between
A.1.D., other donors and/or private sources; and
-~ such assistance is linked to developmental objectives or performance
in the areas of institutional development, technology transfer or
development, and/or policy reform. Country performance will be
closely monitored and evaluated to determine whether such assistance
should be continued.
For Tow-income countries with severe local resource constraints, A.I.D.

will consider financing a share of recurrent costs of food and agricultural

research, education, extension or related institutions during the project
develupment phase (up to ten years under current A.I.D. procedures), pro-
viding that the policy and institutional frameworks assure effective
utilization and the country 1s making maximum and/or increasing domestic

resource mobilization efforts.
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IV. CONCLUSION

The fulfiliment of this policy requires 1ontherm commi tment from the
United States and other donor nations and from developing countries, as well
as from the private and public sector institutions involved. With mutual
commi tment to the policy, significant accomplishments can be expected
over the next twenty years. Hunger and suffering will not be e11m1nated,'
but a significant number of additional countries will have become self-reliant

in food and able to assure food security for their populations.
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O) THL VEAKNESS OF HUMAR AND IHSTITUTIONAL CAPACITY
NECEBYARY TO COHPLEMENT PUBLIC AND PRIVATE INVESTHINT;
{4) A LACK OF CAPABILI[TY TO DEVELOP AND SPREAD NEW,
APPROPRIATE TECKNOLOGIES THAT WILL BOTH INCRERSE
EMPLOYRENT AND RAISE THE PRODUCTIVITY ARD INCOHES OF
LABOR, AND (5) LIMITED PRIVATE SECTOR ACTIVITY.

CONSEQUENTLY THE AGENCY VILL ADORESS THESE DEVELOPHENT

TAGS: CORSTRAINTS THROUGH PROGRAMS TO ENCOURAGE POLICY RE-
FORM, 10 IHPROVE THE INSTITUTIONAL CAPAGITY OF LDCS,
SUBJECY: FY 1384 COUNTRY DEVELOPHENT STRATEQY STATEMENT T0 DEVELOP AND SPREAD NEW TECHNOLOGIES, AND TO INCREASE
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{. INTRODUCTIOK: CDSS IN PERSMECTIVE

©  IH PLANHING FOREIGN ASSISTANCE PROGRAMS MISSIONS MUST
RECOGNILE THE HIGK PRIQRITY THIS ADMINISTRATION ATTACHES
= T0 THE REVITALIIATICN OF THE U.S. ECONOMY AND THE

= CORRESPONDING REED FOR FUISCAL RESTRAINT IN ALL FEDERAL

*  PROGRAMS. AID 15 KO EXCEPTION 1O THE RULL THAT W& MUST
* LIVE VITHIN OUR HEANS: VI MUST FOCUS OUR RCSOURCES MORE
- EFFECTIVELY (N TEANS OF DEVELOPHENT AND OTHER FORCIQN

*  POLICY CONSIDERATIONS. YOU SHOULD THERLTORL FORMULATE

» CDSS SYRATEGY WITHOUT EXPECTATION OF HAJOR FUNDING

= INGREASES. INDICATIVE PLANNING ALLOCATIONS (IPA‘S

= WVHICH REFLECY OUR PROJECTIOK OF RESOURCL CONSTRAINTS 4RE
= CONTAINED IK THE LAST SECTION OF THIS MESSAGE,

- (K KEEPIRG WITH THE NEED TO UTILIZE LINITED RESOURCES

« AS EFFECTIVELY AS PCSSIBLE, THE AGENCY MUST INCREASE TS
= GOHCEXTRATION ON PROGRAM AND PROJECT IMPLEMENTATION,

= QUR PERSONNEL RESOURCES MUST B FREED UP FOR A RENEVED
= EFFORT X THIS AREA. IN TKIS CONNECTION WE SEL THL

- CDSS CVOLYING TOVARD & ODUCUNENT WHIGH: {1) COVERS A

- PERIOD OF TIHE OF UP 1D FIVE YLARS ONCL THERE 15 OLN-

< ERAL AQP (LMY ON STRATEGY; (2} INDICATIS CONCINYRATION
* ON A LIMTED NUHBER OF SECTORS AND SUR-SECTORS THA' ARL
= APPROPRIATL TO THL COUWTRY SITUATION, AGLHCY PRIORITIES
*  AND RESOURCES, AND SPECIFIES THE MISSION'S RATIONALE

.

THE YITALITY OF THE PRIVATE SECTOR. HMISSIONS SHOULD
ACTIVELY EXPLORE PRIVATE SECTOR ALTERNATIVES [N EACH
AREA OF SUB=FUNCTIORAL CONCENTRATION,

TKE BASIC ORGARIZATIONAL STRUCTURE OF THE CDSS AS PRE-
SENTED IN REF A REMAINS VALID. THERE ARE THREE SECTIONS
SECTIONS - ANALYSIS, STRATEGY, AND PLANNING LEVELS, TNE
CDSS SHOULO ANALYIE THE CAUSES OF POVERTY AND THE-Q8STA-
CLLS YO BROADLY-BASED GROWTH WITHIN EACH COUNYRY, THESE
OBSTACLLS MAY INCLUDE SUCK CONTINUING CONCERNS AS SHORT-
AGL OF PRODUCTIVE LAND, LACK OF CREDIT, L1C., AS WELL AS
THE ABOVE MEINYIONED CONSTRAINTS IHVOLVING: THE COUNTRY
POLICY FRAMEWORK; THE ROLL OF THE PRIVAYL SECTOR; HUMAN
RESOURCE AND IHSTITUTIORAL CAPAGITY: AND SCIENCY AND
TECHKOLOGY DEVELOPHENT AND TAANSFER, |1 IS IHPORTANT
THAT THESE TOPICS, VMERE APPROPRIATE, ARL INTEGRATED
IKTO A COMPRERENSIVE ANALYTIC STRUCTURE THAT TIES
JHPROVED PERFORMANCE TO REDUCTION IM THE CONSTRAINTS
WRILE THE ARALYSIS SKOULD NOT EMPRASIZE ACTUAL SECTORAL
ACTIVITIES, 1T SNOULD INDICATE PARTICULAR SECTORS WMERE
PERFORMANGE 1§ WEAK AND DISCUSS THE REASONS FOR TNIS
WEAKNESS: POOR PERFORMANCE IN ANY SECTOR 1S LIKELY 1O
BAVE A STRONGLY NEGATIVE [FFECT ON BROADLY-BASED

GROVTH,

ONCE THE A4ALYSIS SECTION KRS JDENTIFIED THE KIY
OBSTACLLS TO BROADLY~SASED QROVTH, THEL STRATEQY SECTION
SHQULO 0°$CUSS THT WAY IN WHICK THE MISSION INYENDS 10
DEAL 1 TH THOSU OBSTACLES. THIS WOULD INGLUDE A DIS-
CUSSION OF WHICH SECTORS AND WHICK ACTIVITILS HAVE

VUNCLEASSTRTED
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RIGHEST PRIORITY FOR MISSION IRVOLVEMENT, GIVEN ROST
COUNTRY PLANS AND OBJECTIVES, OTHER DONOR ACTIVITIES,
AND AID BUDGET AHD PERSONNEL LEVELS. WE DON'T EXPECT
EACH MISSION TO BE INVOLYED IN EACH SECTOR. THERE
SHOULD BE GREATER SPECIFICITY THAN (N PREVIOUS CDSS'S
ON THE LIMKAGES BETWELX MISSION STRATEGIES AND PRO-
JECTS BUT NOT A HERZ LISTING OF PROJECTS, WHICK IS
HORE APPROPRIATE N THE ABS. aLSO, 1T IS HIQHLY
IMPORTANT THAT YOU DISCUSS BRIEFLY BUT EXPLICITLY THE
WAY [N WHICK YOUR CURRENT PROGRAM IELATES 10 THE LONG-
TERHM STRATEGY YOU ARE PROPOSING CONSISTENT WITK THE
QUIDANCE IN THIS MESSAGE, :

SECTION TWO OF THIS HESSAGE CONTAINS CURRENT AGENCY
POLICY ON THE NEW EMPHASES OF TH1S ADHINISTRATION,
THESE MEW EMPHASZS SHOULD BE TREATED I[N THE ANALYSIS
SECTION AND SHOULD HELP SKAPE MISSI0ON SECTOR STRA-
TEGIES. SECTION THRET PROVIOES HIGHLY CONDENSED CUR-
RENT GUIDANCE ON AiD SECTORAL POLICY, AND ON THE WAYS
IN VHICH HISSIONS SHOULD PROGRAN ASSISTANCE IN THESE
SECTORS. WE DO HOT EXPECT DETAILED SECTOR AMALYSES IN
THE CDSS. THE FOCUS SHOULD 8E ON WHAT YOU HOPE TO
ACHIEVE IN SECTORS YOU KAv. SELECTED FOR ATTENTION,
VHERE APPROPRIATE, MISSIOK; SHOULD LINK THE RESULTS OF
PRIOR SECTORAL AKALYS!IS AMD AID EVALUATIONS INT0 THE
SECTORAL STRATEGIES

THE CDSS SHOULD, OF COURSE, REFLECT A PROGRAH CONSISTENY
VETH BROAD V.S, FOREIGK POLICY INTERESTS AND SHOULD
KAVE THE INPUT &ND CONGURRENCE OF THE COUNTRY TEAM

NEW CHPHASLS
A, LCONOHIC POLICY FRAMEWORK REFORH

A KEY CONSTRAINY 70 COUITABLE GROVTK IH MANY LDCS
1$ TRE CCOMOMIC POLICIES OF THC LDCS THEMSELVES. OFTEX
THESE POLICIES HAVE BEEN INAPPROPRIATE, CREATING OIS~
TORTIONS WITHKIN THE ECONOMY WHICK MAVE D!SCOURAGED PRI-
VATE INITIATIVE AKD INVESTMENT, GEMERATED ECONOHIC
INEFFICIENCIES AND REDUCED ECONOHIC GROWTH, SUCH
POLICIES CAN ALSO HAVE A DIRECT IMPACT ON THE EFFECTIVE-
NESS OF FOREIGN ASSISTAMCE PROGRAMS ANC PROJECTS.
ACCORDINGLY, THIS ADMINISTRATION PLACLS A KIGK PRIORITY
O THE DEVELOPMENT AND IMPLEHMENTATION BY THE HOST
GOVERMMEKT OF EFFECTIVE AND EFFICIENT ECONOMIC POLICIES
WVHICH PROMOTE AN OPEN ECONOMIC SYSTEN AND SELF-SUSTAIN-
ING ECONOMIC GROWTH.

INAPPROPRIATE SUBSIDIES, PRICE AND WAGE CONTROLS,
PROH(BITIVE TARIFFS, OVERVALUED EXCHANGE RATLS, INTEREST
RATE CEfLINGS, AND SIMILAR FORMS OF INTERFERENCE VITH
MARKET SOLUTIONS PREVALENT IN MANY [DCY ARE EXAHPLES
OF YHE TYPE OF POLICIES ANO ACTIONS WHiCH OFTEN HAVE
CURTAILED LOC CCONOMIC PERFORMANCE AND TREREFORE TYPIFY
AREAS OF NEEDLD POLICY REFORM.  SUCK CONTROLS ALSO
OFTEX REDUCE THE PARYICIPATION OF THE POOR IN NEVELOP-
MENT BY REDUCING AGRICULTURAL PRODUCTION INGENTIVES
OVERALL EAPLAYHENT OPPORTUNITIES, AND THE POTENTIAL FOR
SHALL ENTERPRISE EXPNSION,

THE ANARLYSIS SECTION OF THE CUSS SHOULD DISCUSS THE
GENERAL POLICY FRANEWORK OF THE KOST GOVERNHENT. IN
CASES WHERE RISSI0N CAPABILITY 70 UNDERTAKE SUCH
ESONOMIC AMALYSIS 1S LINITED, MISSIONS SHOULD, AT LEAST
CONCENTRATE YHEIR ATTENTION ON THE EFFECT QF MACRO
POLICY ON THE SECTORS 1IN WHICK THL HISSION 1S ACTIVL,
THIS VOULD INCLUDE A BRICF DISCUSSIOK, WHERL RELUVANT,

OF FISCAL AND MONELTARY POLICY, COMMERGIAL POLICY AHD

EXCHANGE CONTROLS, INTEREST RATES AND WAGES, PRICE
CONTROLS, PARTICULARLY IN THE AGRICULTURAL SECTOR,
MARKETIMG, THE ROLE OF PARASTATALS, AND THE LEVEL AND
INCIDENCE OF TAXATION. THE ANALYSIS SHOULD INDICATE
THE WAY IN WHICK THIS POLICY FRAMENORK ENCOURAGES OR
INRIBITS ECONOMIC GROWTH, CAPITAL FORMATION, EMPLOY-
HENT GROWTH, GREATER EQUITY IN AGCESS 10 PRODUCTIVE
RESOURCES, INFLATION, BALANGE OF PAYMENTS PROBLEMS, AND
PRODUCTIVITY GROVTK IN THE PRIVATE ECONOMY. REGARDING
THE PUBLIC SECTOR, MISSIONS SHOULD ANALYIE THE GOVERN-
MENT SUDGET WITK A VIEV TO THE ADEQUACY OF RESOURCE
HOBILIZATION AND CONSISTENCY OF INVESTRHENT ANO ALLOCA-
TION POLICY WIVRA DEVELOPMENT QBJECTIVES. 1T SHOULD
ALSO ASSESS THE RELATIONSHIP OF THIS POLICY FRAMEWORK
TO THE U. 2. ASSISTANCE PROGRAM. THE ANALYSIS SHOULD
WVHERE POSCIBLE, DISCUSS THE CONSTRAINTS TO POLICY RE-
FORM., [T SHOULD ALSD CONTA:K A BRIEF DISCUSSION OF
TRE CURRENT NEGOTIATION SITUATION BETWEEN TRE RECIPIENT
COUNTRY AND THE INF, IBRC, AND ANY REGIONAL RULTILAT-
ERAL FINANCIAL INSTITUTIONS, WHERE APPLICABLE, AS WELL
AS THE DEGREE OF COMPLIANCE WITH CURRENT INF OR IBRD
STRUCTURAL ANJUSTHENT AGREEMENTS

THE STRATEGY SECTION OF THE CDSS SHOULD CONTAIN, IF
APPROPRIATE, A DISCUSSION OF THE ROLE THE MISSION SEES
A1D TAKING N ENCOURAGING THE DEVELOPMENT AND IMPLEMEN-
TATIOK OF ECOHOMIC POLICIES WHICH EFFECTIVELY PRONOTE
ECONOMIC DEVELOPHENT, IS THE HOST GOVSRNMENT RECEP-
TIVE? ARE DONORS ACTING IN CONCERT OR ARE THEY A7
VARIANCE WITK LACH OTHER? CAN A1D PROJECTS GE USED TO
INCOURAGE REFORM IN THL SCCTORS OF INTEREST 10 THE
AGENCYY CAN OR SHOULD PROGRAM ASSISTANCE BT USED IN
THIS REGARD AND UNDER WHAT COKDITIONS? WHERE POLICY
REFLRA IS UNLIKELY, CAN AID PROJECTS 8E DESIGNED TO
IHSULATE THEH FRON BAO POLICIEST BASED ON THE ANALYSIS
OfF YHE NLTD FOR REFORHS AND THE COMSTRAINTS TO ENACTING
SUCK REFORHS, THE STRATEGY SHOULD IDENTIFY REALISTIC
AID *OL4CV 2U-ORM PRIORITIES, AHD THEN LAY OUT A PLAN
FOR ACHIEVING THESE OBJECTIVES,

B, PRIVATE SECTOR

THIS ADRINISTRATION IS COMMITTED TO THE PRINCIPLE
THAT AID AHD THE PRIVATE SECTOR CAN AND MyST COOPERATE
IH ORDER YO NAKE MEANINGFUL PROGRESS TOWARD ACHIEVING
THE AGENCY'S OEVELOPHENT OBJECTIVES, MISSIONS ARE
STRINGLY ENCOURAGED TO EXPLORE WAYS OF STRENGTHENING
THE DEVELOPHEKT OF THE INDIGENOUS PRIVATE SECTOR AND

TO ‘PURSUE OPPORTUNITIES FOR MARSHALLING THE SKILLS AND
RESOURCES OF THE US PRIVATE SECTOR IN WAYS THAT
COMPLEMENT AID RESOURCES

THE PRIVATC SECTOR PRINCIPALLY CONSISTS OF PRIVATE
LUSINESS ENTERPRISES, NON-PROFIT PRIVATE AND VOLUNTARY
ORGANIZATIONS (VOS), AR UNIVERSITIES, BECAUSE OF
THEIR LARGELY AUTONOMOUS NATURE EVEN WHEN 8FFILIATED
VITH STATL OR OTHER QOVEKNMENTS. [N MOST DEVELOPING
COUNTRILS, FARNERS, AGRIBUSINESS FIRMS, GOOPERATIVES,
AND RURAL AND URBAK SERVICE INDUSTRIES COMPRISE THE
BULK OF THE PRIVATL SECTOR, AND ARE APPROPRIATE SECTORS
FOR AID PARTICIPATION,

EACH MISSION SHOULD DISCUSS THE PRIVATE SECTOR AS PARY
OF 175 BROAD MACROECONORIC ANALYSIS, THIS DISCUSSION
SHIULD TOENTIFY THE ROLE FLAYED 8Y THE INODIGENOUS
PRIVATE STCTOR IN THE [CONOHY, ANALYZE 1TS POTENTIAL
AND THE CONSTRAINYS AFFLCTING (7S GROVIH, TN PRIVATE
SELTOR CAN NAKL A CONSIOERABLE CONTRIBUTION 10 ALLEVI=
ATING POVERTY THROQUGK STINULATING OUTPUT AND EMPLOYHMENT

st ATTTTYITN
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GROVWTH.

IN 1DENTIFYING THE CONSTRAINTS FACING THE (NDIGENOUS
PRIVATE SECTOR, HISSIONS SHOULD PAY PARTICULAR ATTEN-
TION TO THE GENERAL BUSIKESS CLIMATE AND THE SPECIFIC
GOVERNMEMT POLICIES AND REGULATIONS THAT AFFECT PRIVATE
SECTOR ACTIVITIES, HISSIONS SHOULD IDENTIFY, AS
VARRANTED,: WEAK INSTITUTIONS, DEFICIENY PHYSICAL
INFRASTRUCTURE, PROBLEMS 1IN MANAGEMENT, HARKETING,
PURCHASING, TECNNOLOGY, TRAINING, AND CREDIT, THE
PROPER COMBINATION OF PUBLIC AND PRIVATE SECTOR [NVEST-
MENT THAT MAXIMIZES AGENCY DEVELOPHMENT OBJECTIVES
SHOULD BE CAREFULLY THOUGHT THROUGK.

MISSIONS ALSO SHOULD EXAHINE THE POTENTIAL FOR PRO-
MOTING INCREASED INVOLVEMENY OF US PRIVATE ENTERPRISES
AND COOPERATIVES IK THE DEVELOPMENT PROCESS IN ORDER
TO SUPPLEMENT ONGOING AID ACTIVITIES. DEFINITIVE
POLICY ON AID’S PRIVATE SECTOR PROGRAMS, INCLUDING THE
ROLE OF THE PRE BUREAU, IS PRESENTLY BE!NG FORMULATED
AND Will BE SENT TO THE HISSIONS VHEN COMPLETED.

C. DEVELOPHMENT OF HUMAN RESOURCES AND INSTITUTIONAL
CAPACITY

EFFECTIVE IKSTITUTIONS PROVIDE A COUNTRY THE SELF-
SUSTAINING CAPACITY TO SOLVE GRITICAL DEVELOPHENT

PROBLENS, FURTHERKORE, THEY:

== ENHANCE K COUNTRY'S ABILITY TO HARSHALL 1TS OWN
HUHAN AND WATIONAL RESOURCES FOR DEVELOPHENT;

== ENABLE INDIVIDUALS TO OBTAIN ACCESS TO THE SKILLS,
RESOURCES ARD SERVICES NEEDED TO INCREASE THEIR
PRODUCTIVITY, INCOMES AND WELL-BEING; AND

~~ INCREASE THE ABSORPTIVE CAPACITY AND EFFECTIVENESS
0F EXTERWAL ASSISTANCE, THEREBY FOSTERING DEVELOP-
HENT THAT CONTINUES BEYOND THE PERIOD OURING WMICH
ASSISTANCE 1S PROVIDED.

1T IS THEREFORE AID POLICY TO HELP RECIPIENT COUNTRIES
CSTABLISK AND STRENGTHEN PUBLIC AND PRIVATE INST{TU-
TIOKS ESSENTIAL TO HUTUALLY AQREED, PRIORITY DEVELOP
HENT OBJECTIVES, AID VILL ALSO HELP COUNTRIES DEVELOP
THE KUHAN RESOURCES, BOTH MALE AND FEMALE, NEEDED FOR
EFFECTIVE INSTITUTIONS,

THE CREATION OF SUCK CAPACITICS WILL OFTIN REQUIRE A
LONG-TERM COHMITMENT AND EFFORT -~ £,0., TEN YEARS OR
MORL -~ FROM AlD, THE HOST COUNTRY AND, 1IN MANY CASLE,
OTHER DONORS AS WELL. MISSIONS SHOULD THERLFORE PRO-
VIDE A SUFFICIENTLY LONG-TERN ASSESSMENT OF WOV AID
RESOURCES WILL 8L UTILIZED TO IMPROVE RELEVANT INSTITU-
TIONAL CAPACITIES WITHIN THE HOST COUNTRY, INSTITU-
TIONAL DEVELCPMENT ACTIVITIES CAN INCLUDE A RANGE OF
POSSIBLE ASSISTANCE MODES, INCLUDING TRAINING FOR SKILL
AHD HANAGEMENT UPGRADIKG, AS WELL AS KOREL ACTIVE
INVOLVEMENT THROUGH TECHNICAL AND CAPITAL ASSISTANCE

YO ESTABLISK AND MODIFY ORGANIZATIONAL OBJECTIVES
FUNCTIONS, STRUCTURES, PROCEDURES, STAFFING AND
INCERTIVES, HISSIONS SHOULD 1DENTIFY THE INSTITUTIONS,
AT BOTH THT NATIOMAL ARD LOCAL LEVEL, THAT VILL AS3UML
HAJOR ROLES N SUPPORTING AND IMPLLMENTING YHE "ROPOSED
COUNTRY ASSISTANCE STRATEGY. THC FOLLOVING JSSULS
SHOULD BE ANALYLED: (1)  WHAT ARE THE CHIEF DEVELOP~
MENT TASKS THAT WiLL REED 1O BE PERFORHED BY THESE
IRSTITUTIONS (H SUPPORTING AND IMPLEMENTING THE COUNTRY
ASSISTANCE STRATEGY? (2] WHAT KINDS OF SKILLS AHD

uviruvuing
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ORGANTZATIONAL CAPACITIES WILL NEED TO 8E STRENGTHENED
iN ENABL ING THESE INSTITUTIONS YO PERFORM THESE TASKS?

" (3)  WHAT ARE THE |MPLICATIONS OF KEY “EXTERNAL®

POLICY, SOCIOECONOMIC, CULTURAL ARD/OR POLITICAL
FACTORS THAT (MPINGE UPON EFFECTIVE INSTITUTIONAL
DEVELOPHENT? |F AQVERSE, WHAT FEASISLE ALTERWATIVES
ARE AVAILABLEY . .

N PROPOSING INSTITUTIONAL DEVELOPHENT PROGRAHS MiS-
SIONS SHOULD PRY SPECIAL ATTENTION TO INSURING CLIENT
PARTICIPATION IN THE FUNCTION OF THE INSTITUTION AND TO
SYRENGTHENING L INKAGE BETWEEN NATIONAL LEVEL INSTITU-
TIONS AND LOCAL BENEFICIARIES, WE NMUST ALSO BE SENSI-
YIVE T0 THE PROBLEM OF FORCE FEEDING THE INSTITUTIONAL
DEVELOPMENT PROCESS, {F WE FINANCE 700 LARGE A SHARE
OF AN INSTITUTION'S GROVTH, WE RISK OEPENOENCY AND A
DININUTION OF INDIGENOUS CAPABILITY TO MEET RECURRENT
COSTS !N THE FUTURE.

. TECHNOLOGY DEVELOPMENT, TRANSFER, AND EXTENSIOK

MISSIONS ARE ENCOURAGED TO SUPPORT THOSE ASPECTS CF
THE IR PROGRANS THAT PROMOTE THE DEVELOPMENT OF 1¥NO=
VATIVE SCIENTIFIC AND TECHNICAL SOLUTIONS 10 PRESSING
LOGAL DEVELOPHENT PROBLERS. EXPERIENCE NAS TAUGHT
THAT AN IKDIGENOUS CAPACITY: (1) T0 DEVELOP AND APSLY
A CONTINUING STYRLAM OF INNOVATIONS DESIQNED TO INSREASE
PREDUCTIVITY, EMPLOYMENT AND INCONLS; AND ) TO
TVALUATE AND TO ADAPT TECHNOLOGIES TRAMSFERRLD FROM
INDUSTRIAL I TED COUNTRIES 1S CRUCIAL FOR DYNAMIC, SELF-
SUSTAINING ECONOMIC OEVELOPMENT, THIS 1S ESPECIALLY
TRUE IN THE AGRICULTURAL AND ENERGY SECTORS.

T0 THE EXTENT RELEVANT !N ANY PARTICULAR COUNTRY
SETTING, MISSIONS SHOULD ALSO INVESTIGATE PROGRAHS THAT
ENCOURAGE INTERNATIQNAL TECHNOLOGY TRANSFER AND DIF-
FUSION, ESPECIALLY THOSE THAT OPERATE THROUGK MARKET
MECHANISMS (FOR EXAMPLE 8Y ADORESSING PATENT POLICY
ISSUES OR PROVIDING TECHNICAL ASSISTANCE IN AREAS SUCH
AS TECHHOLOGY SALES, LICENSING AND ROYALTY AGREEMEXTS,
ARD MANAGEMENT CONTRACTS),

RiSSIONS SHOULD BE ALERT TO OPPORTUNITIES FOR INVOLVING
OR APPLYING CENTRALLY FUNDED RESEARCK IN THE RECIPIENT
COUNTRY, MISSION/CENTRAL SUREAU IHTERACTION IS
ABSOLUTELY VITAL TO THE AGENCY'S EFFORT TO IMPROVE THE
QUALIT' AND EFFECTIVENESS OF THE AID PROGRAM.

AID 18 CCMAITTED TO THE IMPORTANGE OF APPROPRIATE
TECHNOLOGY K ALL {TS PROGRAMS, N ORDER T0 INSURE THAT
THL ADOPTION QF NEV TIZCHNOLOGILS QENTRATES EMPLOYMENY
AND INSURLS SUSTAINABILITY, THUSE CONSIDIRATIONS ARE
IRPORTANT [N ALL OF THE AGENCY'S ACTIVITIES, RANGING
FRON AGRICULTURE AND ENERGY THROUGK LABOR-~3ASED
CONSTRUCTION HETHOOS TO SERVICE DELIVERY SYSTERS, WE
WISH TO STRESS THE RELATIONSHIP OF ECONONIC POLICY 0
THE PROCESS OF TECHNOLOGICAL CHANGE = APFROPRIATE

POLICIES ARE ESSEXYIAL TO THE EMERGENCE OF TECHNOLOGIES
CONSISTENT WITK LOCAL ECONOMIC REALITIES

SECTOR GUIDANCE
A, AGRICULTURL AND RURAL DEVELOPHENT

THE PRIMARY OBJECTIVE OF AID’S FOOD AND AQRICUL -
TURAL ASSISTANCE REMAINS THAT OF HELPING RECIPIENT
COUNTRIES 10 INCREASE FOOD AND AGRICULTURAL PRODUCTION
ON A SELF-SUSTAIMIRG BASIS AND TO ENABLE THEIR HUMGRY
AND MALNOURISHED TO OBTAIN THE FOOD THEY NEED. AGRI-~

UNPY ACCUE TR
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CULTURAL DEVELOPHENT, PARTICULARLY WITH RESPECT 10
INCREASED FOOD AVAILABILITY, REMAINS AID'S TOP -
PRIORITY. IN THIS CDSS, ADDITIONAL EMPHAS!S SHOULD 8L
GIVEN TO THE ROLES OF POLICY ANALYSIS, SCIENCEL AND
TECKNOLOGY  AND THE PRIVATE SECTOR iN ACCOMPL ISHING
THE SECTOR (DAL,

AN EFFECTIVE AGRICULTURAL SYRATEGY USUALLY INVOLVES AN
IMTEGRATED APPROACK WHIC:H: (1) HELPS TO BUILD PRO-
DUCTIVE CAPACITY THROUGH TECHNICAL ASSISTANCE AND
INVESTHEX(S; AND (7) EXPANDS MARKETS AND PEOPLE’3
ALUESS TO HARKETS BY REDUCING SARRIERS TO TRADE AND
IRCREASING EHPLOYHENT,

THE BREADTH OF TNE AID ASSISTANCE STRATEQY FOR ANY
MISSION VILL DEPEND ON THE LIKELY SIZE OF TNE US
ASSISTANCE PROGRAM, (NOT ONLY DA BUT ALSO £3F AND M
4800 PERSOMNEL LEVELS AND AVAILABILITY, THE PROGRANS
OF OTHER DONORS AND THE STAGL OF DEVELOPMENT OF THE
RECIPIENT COUNTRY (CAN WE PHASE OUT OVER THE CDSS
PERIOD, FOR EXAMPLE)I, THE NUMBER OF SUBSECTORS WITHIN
AGRICULTURE IS A COUNTRY-SPECIFIC ISSUE WHICH REQUIRES
HISSION JUDGEMERT, 1T IS OUR PERCEPTION THAT PAST
CDSE'$ KAVE YENOID 70 BL UNFOCUSCD, INGCLUDING (ARGE
NUHDERS OF SUBSECTORS YO COVER THL VIDLST SPECTAUR

Of POSSIBLE PROJECTS. THIS YEAR WE WOULD LIKE 70 SEf
HORE CAREFULLY FOCUSED SECTOR AND SUBSECTOR ANALYSES,
EVEN IN COUNTRIES WITH THE LARGEST PROGRANS.

AN EFFECTIVE AGRICULTURAL STRATEGY HUST REST ON EFFEC-
TI¥E POLICIES. AS INDICATED ABOVE, POSSIBLE SUPPORY
FOR POLICY REFORH 1S PART OF AID'S OWN POLICY PERSPEC-
TIVE,  HISSIONS SHOULD, THEREFORE, CRITICALLY EXAMINE
COUNTRY POLICIES AFFECTING FOOD AND AGRICULTURAL DEVE-
LOPHENT, SUCH POLICIES HUST PROVIDE ADEQUATE AND
STAELE INCENT!IVES TO RURAL PRODUCERS, CSTABLISH SOUND

BUDGET PRIORITIES FOR AGRICULTURE, AND EMCOURAGL
HEALTHY GROWTK OF TH[ RURAL PRIVATE SICTOR. WHERE THE
PRIVATE SECTOR PLAYS A MAJOR ROLE IN FOOD PRODUCTION,
PROCESSING, HARKETING, THE MANUFACTURL OF GOODS AND THE
DEL IVERY OF SERVICES TO AGRICULTURE, HISSIONS SHOULD
ASSESS POLICY AND OTHER CONSTRAINTS TD THE PRIVATE
SECTOR CONTRIBUTION TO FOOD AND AGRICULTURAL DEVELOP-
MENT AND EXPLORE WAYS IN WHICH AID ASSISTANGE AND
POLICY CIALOGUE HIGHT REDUCE SUCH CONSIRAINTS, A
COUNTRY’S STRATEGY FOR ASSURING ADEQUATE SUPPLIES OF
FERTILIZER AND OTHER AGRICULTURAL INPUTS SWOULD
RECEIVE SPECIAL ATTENTION, OBVIOUSLY, SUCH A STRATIGY
INVYOLVES PUBLIC AS VELL AS PRIVATE SECTOR POLICIES AKD
ACTIONS. THE US PRIVATE SECTOR, PARTICULARLY THE AGRI-
PUSINESS SECTOR, SHOULD ALSO BE CONSIDERED RS A POTEN-
TIALLY {MPORTANY SOURCE OF SKILLS AND RESOURCES 10
ADDRESS LDC CONSTRAINTS.

RENEWED ATTENTION 1O KATIONAL AGRICULTURAL RESEARCH
STRATEGICS 1S CRITICAL TO THE DEVELOPHENY OF SELf-
SUSTAINING CAPACITY FOR RESEARCH AND INNOVATION,
INTERNATIORAL AGRICULTURAL RESCARCH CENTERS (lARCS)
CAN BE EXPECTED 10 PLAY AN {MPORTANY RGLE IN DEVELOP-
ING KEY AGRICULTURAL TECHROLOGY, BUT FUNCTIONING
RATIONAL AGRICULTURAL RESEARCH AND EXTENSION SYSTENMS
ARE REOQUIRED TO UTILIZE AND BENEFIT FROH JARC ASSIS-
TANCE, AT THE SAML TIHE, CONTIHUED ATTENTION TO THE
OEVELOPHENT OF LOCAL IKSTITUTIONS KEEDED TO FOSTER
COMMUNITY SELF-RELIANCE, MAY ALSO 8¢ REQUIRED TO: (1)
IMPROVE LOCAL STORAGE OF FOOD COMMODITILS AND THUS 70
CONTRIBUTE T0 NATIONAL AS WELL AS LOCAL FOOD SECURITY;
{2} DEVELOP MORE EFFICIENT HEANS FOR MANAGING SCARCE
AGRIGULTURAL INPUTS ANO RESOURCLS (SUCH RS THROUGK

.
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IMPROVED MANAGEMENT TECHNIQUES 1N COOPERATIVE OR WATER~
USERS ASSOCIATIONS); OR (3) FURTHEZ THE CXTENSION AND
ADOPTION OF THPROVED PRODUCTION TECHNOLOGIES.

NEALTH

IN A PERIOD OF SEVERE RESLURCE CONSTRAINTS, AID CON-
TINUES TO SUPPORT APPROFRIATE HEALTH PROGRAHMING AS
AN ESSERTIAL PART OF THE DEVELOPHENT PROCESS.
IHPROVEMENTS N HEALTH ARZ FUNDAMENTAL TO THE ACHIEVE-
HENT OF OVERALL DEVELOPHEKT OQBJECTIVES, FOR POOR
KEALTH REDUCES PRODUCTIVITY OF STUDENTS AND WORKERS
AND RAISES ABSENTELISH AMONG BOTH GROUPS, THEREBY
REDUCING TOTAL QUTPUT AND DIMINISHING DEVELOPHENT
PROSPECTS.
LDC AND DONOK RESQURCES FOF HEALTH CONTINUE To BE
QUITE LINMITED, [NOEED, PROJECTED AID FUNDING FOR
HEALTH PROGRAMS [N FY B3 1S RALF THAT OF FY 8§,
RISSION STRATEGY SKOULD BE BRSED ON:

THE NATURE, MAGNITUDE, AND CAUSES OF THE COUNTRY'S
HAJOR KEALTH PROBLEHS AND MAJOR BOTTLYNECKS TO
EFFECTIVE HEALTH CARE DELIVERY;

THE ADEQUACY OF SUPPORT FOR COMMUNITY-BASED, LOW-
COST NEALTH SYSTEMS SUSTAINABLE BY THE GOVERNMENT
OR CONMMUNITY;

-~ THT CXTENT OF DEMAND FOR PRIHARY KEALTH CARE
SERVICES;

~= WAYS OF HAXIMIZIHG THE HEALTH IMPACT OF AID*S
INVESTHENTS THROUGH THE SUPPORT OF LOCAL IRSTITY-
TIONS (IKCLUDING TRADITIONAL PRAGTITIONERS), TKE
TRANSFER OF ARPROPRIATC TECHNOLOGY, AND THE STRENGTH-
ENIHG OF HEALTH MANAGEMENT AND PLANNING CAPA-
BILITIES, -

ACCORDINGLY, WE SUGGEST MISSIONS CONSIDER PROGRAMS
WHICK, VITH DIMINISHED FUNDING, COULD CONTRISUTE 10
IMPROYVED UTILIZATION OF RESOURCES IN THE HEALTH SECTOR
SUCH PROGRAMS SHOULD CONSIOER THE FOLLOWING:

== HOST GOVERNHENTS' INSTITUTIONAL CAPACITY TO PLAN,
HAKAGE, AND AFFORD EXTENSION OF HEALTH SERVICES;

-= NEANS FOR FINANCING KEALTH SERVICES FROM SOURCES
OTKER TKAN GENERAL GOVERNMENT REVENUES; - -

=~ POSSIBILITIES FOR PROJECTS WHICK UTILIZE US SXILLS
IN TECHNICAL ASSISTANCE, TECHNOLOGY TRANSFER, NAN-
POVER DEVELOPMENT, ETC., TO COMPLEMENT LARGER
IRFRASTRUCTURL INVESTHENTS BY OTHER DONORS, THIS
1§ PARTICULARLY APPLICABLE TO WATER SUPPLY AND
SANITATION PROGRANS;

== POSSISILITIES FOR ADDING A RESEARCN OR EVALUATION
ELENERT 70 OPERATING PROJECTS TO ADORESS PROSLENS
WKICK ARE IMPELING EFFECTIVE DELIVERY OF HEALTH
SERVICES. '
EDUCATION

THE AGENCY BELIEVES THAT IHPROVED LDC PERFORMANCE N
EDUCATION AND TRAINIHG 1S A NKECLSSARY GOMOITION FOR
LONG-TLRN DEVELOPHENT. THERE 1S STRONG EVIDENCE TYHAY
PROGRESS IN LXPANDING BASIC SCHOOLING AND INCREASING
ADULT FUNCTIONAL LITERACY CONTRIBUTES DIRECTLY TO
PROGRESS IN IHPROVIIG AGRICULTURAL PROBUCTIVITY,
DIFFUSING NEV TECHNOLOGIES, REDUGCING FLRYILITY AND
CHANGING REALTH BEHAVIORS

mrer ACCICICnN
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AlD RESOURCES SHOULD BE CONCENTRATED ON:

TECRNICAL ASSISTANCE, INCLUDING EXTERNAL TRAINING
FOR KEY EDUCATORS;

STRENQTHENIRG LOCAL CAPACITIES TO ASSESS, PLAN AKD
ADMIKISTER EDUCATION SYSTEHS, FORMAL AND HONFORHAL ;

=« ASSISTIRG ON A SELECTIYE BASIS KLY ELEMENTS OF
BASIC EDUCATION INFRASTRUCTURE (€.G., MATERIALS
PRODUCTION FACILITIES) WHLRE THE LACK OF SUCH
INFRASTRUGTURE 1S ASSESSED TO CONSTRAIN LOCAL
CFFORTS YO REFORM OR BRING ABOUT NEEDED EFFICIENCIES
IN THE DELIVERY OF EDUCATION.

PROMOTING EDUCATION OF FEHALES AT ALL LEVELS OF THE
EDUCATIOHAL SYSTEH.

1T 18 EXPECTED THAT VOCATIOHAL/TECHNICAL SKIILS
TRAINING VILL CONTIRUE YO BF & NEED IN MOST COUNTRIES
TRAIKING SHOULD Bf CLOSELY RLLATED TO EMPLOYMENT
NEEDS, BE PRACTICAL [N NATURE, AHD BE COORDINATED
WITH THE EHPLOYING [HDUSTRIES, MIKISTRIES AND LOCAL
ORGANIZATIONS, A STRONG ROLE FOR THE PYO ORGANIZA-
TIONS ARD FOR THE PRIVATE SECTOR IN IMPLEMENTING
TRAINIRG 1S ENCOURAGED.

HIGHER LEVEL TRAINING FOR TECHNICIANS, ADMINISTRATORS,
PROFESSIOKAL AND SCIENTIFIC PERSOMKEL 1S EXPECTED TO
CONTINUE AS & HAJGK EMPHASIS BOTH WITHIN THE SECTION
185 EHR ACTIVITIES AND WITHIK THE PROJECT ACYIVITIES
Of THE OTHER FUNCTIONAL ACCOUNTS.

TRAINING MUST BE SEEK AS A £SPECIALLY (MPORTANT
ACTIVITY IK THOSE COUNTRIES WKICR ARE NOT CARRYING
OUT ECONONIC POLICIES CONDUSIVE TO GROWTK AND OEVEL-
OPHEKT, IK THESE COUNTRIES, AN IKVESTHENT IX THE
LORG-TERM DEVELOPNINT OF KURAN RESOURCES NAY BE THE
HOST REALIST.C EWPXASIS,

POFULATION

RAPID POPULATION GROWTH 'S A NMAJOR ORSTACLE 70O SOCIAL
AHD ECONOMIC PROGRISS (N HOST DEVELOPING COUNTRILS;
EFFORTS TO KELP LOCS REDUCE SUCK GROVTK THROUGH
PROVISION OF VOLUKTARY FAMILY PLANMING SERVICES,
SUPPORTED BY OTHLR DEVELOPHENT POLICIES AND PROGRAMS,
REMAINS AK AID PRIORITY, AID WILL CONTIKUE 7O DEVE~
LOP AND DISSEM{NATE THE MOST WIDELY USED CONTRACEPTIVE
HETHODS; DEVELOP LOW-COST SERVICE OELIVERY SYSTEMS:
TRAIN PERSONNEL; INCREASE INTEREST IN FAMILY
PLAKNIRG AMONG INDIVIDUALS, COHHUNITIES, AKD WATIONAL
LEADERS; AND PROMOTE HULTILATERAL ASSISTAMCE FOR
FAKILY PLAKNING,

1% DESIGKING POPULATION PROGRAKS, MISSIONS SHOULD
IMYESTIGATE VARIOUS VAYS IN VHICK THT POPULATION
PROBLEH HAY BE ADDRISSED THROUGH | INKING OTHER DEVE-
LOPHENT PROGRAHS T0 FAMILY PLANNING PROGRANS, [..,
THC CAPACITY OF THE REALTK DELIVERY SYSTEN 10 PROVIDE
FAMILY PLARING SCRVICLS, IMPROVEMENTS (W THE £DUCA-
TIOKAL PROSPECTS AND INCONE CARNING CAPACITIES OF
WOMEH AHD GIRLS, IMPROVED INFANT AND HMATERNAL NEALTH
AGRICULTURAL IHNOVAYIONS WHICH LESSEN THE OEMAND FOR
CHILO LABOR, ETC.

ENCRAGY

THE AGENCY 1§ PLAKNING INCREASED ATTERTION 1D ENERQY
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ACTIVITIES IN THE FUTURE, REFLECTING THE CRITICAL
KATURE OF EMERGY TO ACHIEVING COUNTRY AND AID DEVEL-
OPHENT GOALS. MISSIONS SHOULD GIVE SPECIAL ATTENTION
TO ENERGY, NOT AS A SEPARATE END PRODUCY, 8UT
INTEGRATED AS & CRITICAL FACTOR IN ACHIEVING AID‘S
DEVELOPHENT GOALS Ik FOOD PRODUCTION, EMPLOYHEHT AND
THE ENVIROKMENT.

1N THE FORHULATION OF PROGRAMS, MISSIONS SHOULD ASSURE
MAXIHUH COORDIKATIOK AND INFORMATION EXCHANGE VITH
OTHER BILATERAL ASSISTANCE AGENCIES, THE WORLD BANK
AKD OTHER MULTILATERAL ORGANIZ" IONS, AND THU PRI
VATE SECTOR.

EFFECTIVE ACTION TO ADBRESS DEVELOPING COUNTRY ENERGY
PROBLEMS WILL REQUIRE A HIX OF PUBLIC AND PRIVATE
SECTOR EFFORTS. AID'S PUBLic SEGTOR ASSISTANCE SROULD
BE STRUCTURED TO SUPPORT AND COMPLENENT THE PRIVATE
SECTOR,
TO FULFILL TH!S ROLE, AID’S PROQRAHS SHOULD COMCEN-
TRATE ON TECHNICAL ASSISTANCE, CAPITALIZING ON CON-
TRIBUTION OF PUBLIC SECTOR ASSISTAMCE IN BUILDING
INSTITUTIONAL GAPAC!ITY AND TRARSFER OF TECKNOLOGY.

AID ENERGY PROGRAHS SHOULD EMPHASIZE THE FOLLOVING:
-- ARALYSIS OF NEEDS, USES, RESOURCES, AND POLICIES

POLICY LEVEL ASSISTANCE BUTTRESSED 8Y SQUND
AMALYSES 1S CRITICAL 70 SUCCESSFUL DEVELOPING
COUNTRY ENERGY POLICY, AND MARINIIES THE CATALYTIC
RESULY OF A!D INPUTS,

~~ TRAIKING AMD INSTITUTIONAL DEVELOFMENT

THE AWARENESS AND HENCE THE CAPASITY OF DEVELOPING
COUKTRIES TO ADORESS LHKERGY COHSTRAINTS 1§ STIlL
EVOLVING., ASSISTANCE IN THESE AREAS Will HAVE BOTEH
SHORT AKD LONGER TERM SIGNIFICANCE. AID ASSIS-
TANGE, IN A FIELD WHERE ALD HAS LONG AND SUCCESS-
FUL EXPERITNCE CAK BE UNIQUELY SUPPORTIVE,

=~ SITE TESTING AKD DEHONSTRATION OF HEW TECHHOLOGIES

HEY TECHROLOGIES WiLL B INCREASINGLY COST CFFEC-
TIVE, ESPECIALLY FOR REMOTE RURAL APPLICATIONS,
BUT THE NEV TECHNOLOGIES HUST 8L CAREFULLY DEMON-
STRATED AND IVALUATED IH ACTUAL DEVELOPING COUNTRY
APPLICATIONS,  AID ASSISTANCE CAN HELP EXPLORE
THESE NEW APPLICATIONS SYSTEMATICALLY,

=~ IKCREASING ENERGY SUPPL{ES

THE PRODUCTION AND HORE EFFICIENT USE OF ENERGY IS
THE ULTIMATE PRODUCT OF AID“S ENERGY AGTIVITICS
AID’S EMERGY PROGRAMS ~- FOR BOTH FOSSIL FUELS AND
REMEWABLES ~-- ENCOURAGE THESE ENDS, PRIMARILY BY
GREATING AN ENVIRONHENT FOR PRIVATE SECTOR INVEST-
BENT,  ATD’S PROGRAMS SHOULD GIVE SIGHIFICANY
ATTENTIOH TO FUELVOOD ACTIVITIES CRITICAL T0 USE
BY POORER PEOPLE AND WHERE THE PRIVATE SECTOR ROLE
15 SECONDARY,

HOUS NG

ACCELERATIKG URBANIZATION (& ONE OF THL MOST PROFOUND
OCNOGRAPHIC FNENOHINA OF THIS CEMYURY, I IS EXPLCTED
THAT THL URBAK POPULATION OF THE OEVILOPING WORLD Wit!

KAVE GROWN BY ABOUT 888 PERCENT BETVEEN 19%6 AND THE

HNTLASSTFTED

.
1
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- YEAR 2808. STRESSES ASSOCIATED WITH RAPID URBANIZATION -

ARE MOST ACUTE N THE LDC’S WhERE FINANGIAL AND INSTI-
TUTIONAL RESOURCES ARE INADEGUATE 10 COPE WITH MEWLY
CREATED AND UHFANILIAR PROBLEMS.

BECAUSE OF THE SERIOUSNESS OF THIS PHEMOMENON,
HISSIONS CONSIDERING SHELTER PROGRAMS SHOULD DEVELOP
A SHELTER AND URBAN DEVELOFHENT STRATEGY AS AM INTE-
GRAL PART OF THE COSS, MISSIONS SKOULD DEFINE THE
EXTENT CF- THE PROBUEM (£.G., UGABANIZATION RATLS
GROWTH OF SQUATTER SETTLEMENTS) AND PROPOSE ALTER-
NATIVES FOR ADORESSING THL MOST CRITICAL PROBLENS
THE AGENCY'S PRIMARY TOOL FOR COMING T0 GRIPS WiTH
PROBLEHS SPAWNED BY RAPID URBANIZATION IS THE HOUSING
GUARANTY (G) PROGRAM. KG FUNDS ARE USED PRIMARILY
TO BOLSTER THE FINANCIAL RESOURCES OF A COUNTRY FOR
INPLENENTING SHELYER RELATEID PROORAMS, [HPHASIS
SHOULD BE PLACED ON WAYS IN WHICH HG FUNDS CAN @€
USED 70 RLLIEVE CONSTRAINTS OM THE PRIVATE SECTYOR’S
CAPACITY TO PROVIDL ADEQUATE SHELTER FOR THE POOR AS
WELL AS OK AN ASSESSKENT OF THE PROPER ROLL OF
GOVERNHENTAL INSTITUTIONS

TO BE REGOTIATED

INTEGRAT!ON OF PL 482 RESOURCES WITK OTHER RESOURCES
MAY OCCUR AT THE OVERALL COUNTRY STRATEGY LEVEL, THE
SECTOR LEVEL, OR THE PROJECT LEVEL. NE ANTICIPATE
THAT A1D/W SUPPORT FOR PL 488 PROPOSALS WILL 8E
INFLUENCED BY THE EXYEHT TO WHICH PROGRAMS ARE
INTEGRATED WiTH OTHER ASSISTANCE HODES, AS WELL AS
TREIR CIKELIHOQD TO HAVE A SIGNIFICANT DEVELOPHENT
|BPACT.

AR ASSURED FOOD SUPMLY IS GRUCIAL TO THE POLITICAL
STABILITY OF ANY GOVERNMENY. THEREFORE, COUNTRIES
THAT REQUIRE FOOD AID MAY BE PARTICULARLY WILLING TO
DISCUSS POLICY REFORMS NECESSARY T0 SPUR INCREASED
DOHESTIC FOOD PRODUCTION. NOT ONLY DOES FOOD AlD
CREATE AR OPFORTUNITY FOR POLICY OIALOGUE WITH
RECIPIENT GOVERNMENTS, BUT T ALSO HAY CREATE THE
CONDITIONS NECESSARY FOR COUMTRIES TO UNDERTAKE POLICY
REFORHS THAT OTHERWISE WOULO BE CONSIDERED 100 RISKY
iN THE ABSENGE 0F FOOD AlD.

4. US ASSISTANCE RESOURCES WHEN TITLE |1 PROGRANS ARE PROPOSED, THE CDSS SHOULD
OUTLINE THNE DEVELOPHMENTAL AND KUMANITARIAN OBJECTIVES

*  NIZSIONS ARE ENMCOURAGED TO INTEORATE ALL ELENENTE OF OF THOSE PROGRAMS AS WELL AS THEIR RELATIONSHIP TO
= US FOREIGN ASSISTANCF INTO A 8ROAD, GOHEREMT STRATEQY OVERALL COUNTRY DEVELOPMENT PROGRAMS. PROGRAMS WHICK
= FOR ACHIEVING US OBJECTIVES. THUS, HISSIOKS SHOULD
= SEEK TO PROGRAH DA, ESF, PL 480 AMD NG RESOURCES, 1IN . KAVE BEEN OPERATIONAL FOR AN EXTENDED PERIQD OF TIME
- SUCH A WAY AS YO IHSURE THAT TKERE 1S COMPLEHENTARITY SHOULD BE PLANNED SO AS 10 HELP THE RECIPIENT GOVERN-
= AND COMESION 1M THE MISSION'S STRATEGY. [N ADOITION, MENT ASSUME GREATER RESPOKSIBILITY FOR IHPLEHENTATION
= COORDIMATION OF THE AGENCY'S RESOURCES WITH PEACE
= CORPS AND US PRIVATE SECTOR {BOTH PVD AND BUSINESS) IRNOVATIVE WAYS OF PROGRAMMING FOOD AID MAY BE NEEDED
= ACTIVITIES 1€ VITAL IK HAXIMIZING THE EFFECTIVENESS TO ASSURE THAT THE POOR ARI THE ACTUAL BENEFICIARIES
= OF THE AGEHCY'S PROGRAM. .~ OF THE FOOD, THE USE OF SELF-TARGETING FOOD

.= COMHGDITIES, OR OTHER MODIZIED MARKET APPROACHES, MAY
= CLEARLY, CERTAIN IHSTRUMENTS KAVE CHARAGYERISTICS WHICH =~ BE APPROPRIATE. IN TH!IS RCGARD, XISSIONS SHOULD REVIEW

= MAKE THEM MORE SUITABLE FOR CERTAIM PURPOSES. THUS, . -
= WILE £5F SKOULD BE USED 1O MEET DEVELOPMENT ORJECTIVES -
« O THE HAXINUK EXTENT CONSISTLHT WITH OUR SECURITY AKD

THE RECENTLY PUBLISKED POLICY DISCUSSION PAPER ENTITLED
TFOOD AID AND DEVELOPHEMT® UULY 1381).

= POLITICAL ORJECTIVES, |1 1S MORE SUITABLI FOR ADDRESS- ~ B, FK8fF
*  ING SHORT-TIRK BALANCE OF PAYMENTS SUPPORT PROBLEIMS THAN .
= IS DEVELOPHMENT ASSISTANCE; PL 489 1S PRIMARILY DESIGNED . THE ESF SECTION OF THE FAA AUTKORIIES ASSISTANCE

= TO NECT SHOAT-TERM FOOD DEFICITS, MIVERTHELESS, -

= THERE ARE OPPORYUMITIES FOR USING ONE -

~ RESOURCE T0 COHPLEMENT OTHERS, AS, FOR EXAMPLE, = SHOULD BE USED 7O THE MAXIHUM EXTENT FEASIBLE T0

= USING PL A8 COMMODITIES TO INFLUENCE PoOLICY = FURTHER THE BASIC POLICY CIRECTIONS WHICK UNDERLY THE
= PROVISIOX OF DEVELOPMENT ASSISTANCE,

IK SPCCIAL GIRCUMSTANCES 10 PROMOTE ECONOMIC AND
POLITIGAL STABILITY, THE ACT ALSO STATES THAY ESF

= CHAMGES VHICH AFFECT THE VIABILIYY OF A DA~FIRANCED
= AGRICULTURAL MARKETING PROJECT, = 1M COOPERATION WITH THE STATE DEPARTMENT, AID MAS AN
= IRPORTANT ROLE 7O PLAY 134 THE USE OF ESF. IN HANY

= A M 4y = GOUNTRILS £SF FUMDS ARE THE CRITICAL ELEHENT OF THE
= US FORLIGH ASSISTANGE EFFORY. TWERE ARE INPOKTANT
. THE CDSS DISCUSSION OF THE AGRICULTURAL SECTOR = FACTORS RELATED YO [SF WHiCH SHOULD BE UNDERSTOOD BY
= SHOULD, AS CARLIER SUGGESTED, HIGHLIGHT OPPORTUNHITIES = RISSIONS, AND PARTICULARLY IN THIS ERA OF CONSTRAINED
= FOR AND CHALLENGES TU INCREASED FOOD SELF-SUFFICIENCY, . =~ FOREJGK ASSISTAMNGL BUDGET RESOURCES
= WHERE THERE 1S A FOOD GAP, A PL 483 PROGRAM HAY B[ AX
= APPROPRIATE ELENCNT CF AID’S BILATERAL STRATEGY, AND = == IN THE PROVISION OF ES/ THERE MUST BE AN OVERALL
= THUS THE CDSS SHOULD EXPLICITLY CONSILER WHETHER F00D - ECONOMIC RATIONALE FOF TS USE, EVEN AS SECURITY
=MD SHOULG BC INCLUDED AS PRRT CF THE OVERALL ASSIS- - ARD POLITICAL COKSIDERATIONS MAY FIRST DICTATE ESF

= TANCE EFFORT, FO00 A!D PROPOSALS SHOULD BE BASEL ON . AS AK APPROPRIATE |"STRUNENT,

= AR ANALYSIS OF NEED, SKOULD REFLECT AN APPRECIATION OF

= THE POSSIBLE DISIMCENTIVE EFFECTS THAT SUCH ALD HIGHT * == THE FAA SPECITICALLY POINTS OUT THAT ESF 1S TO B

v HAVE ON PRODUCTION AS WELL A3 POLICY REFOMH, AND SKOULD . RELATED 70 DEVELOPHIN CONSIDERATIONS; EVERY EFFORT

*  WHENEVEN POSSIOLL, FLOV FRON A COMPALKEMSIVL STUDY Of L.
= INU FOOD SLCTOR.  (WHLRE SUCK STUDIES DO NOT WOW [XigT, .
> THEY SHOULD BT DEVELOPED AS SOON AS POSSIALL, AND PRO-

< VIDD THE BASIS FOR DETERHINING SILF-HLLP CONDITIONS, ‘ -
= AHD LOCAL CURRENCY USES.} FURTHER, RAJOR FOLIGCY (§3U€S -
= 10 BL ADDRESEED RY IND PL 444 PROGRAR SHOULD O€ .

HUST 8L HAOL BY HISS) NS TO TIE THE AGYUAL USL OF
USF FUNDS 10 DEVZLOPM NY GOALS.

== 1T SHOULD AL SO BE UNBE4STOOD THAT WHILE £SF MUST
HAVE AK EFFLCTIVE ECONONIC RATIONALE UNDCRLYING THE
POLITICAL/SECURITY FACTORS ASSOCIATED WITH 178
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PROVISION, ARD THAT £SF SHOULD BE USED TO THE RAKI-
MUK EXTENT FOR DEVELOPMENT PURPOSES, IT 1S ALSD &
FACT THAT DEVELOPMENT ASSISTANCE BAS A DEFINITE
POLITICAL IHPACT, IF A MISSION BELIEVES THAT OUR
POLITICAL/SECURITY RELATIONSKIFPS SHOULD OEHMAND
HIGHER LEVELS OF DEVELOPHENT ASSISTANCE, THESE
CONCERNS CAN BE CONSIDERED IN FINAL ALLOCATIONS OF
DEVELOPMENT ASSISTANCE TO A COUHTRY. 1IN SHORT,
WRILE ESF AND DA KAVE DIFFERENCES THERE ARE ALSO
SIRILARITIES, HISSIONS SHOULD NOT ASSUME THAT
POLITICAL ARGUMENTS WItL BE IGNORED IN DECISIOKS
OK ALLOCATION Of DEVELOPMEHT ASSISTANCE 10
COUKTRIES.

== NISSIONS SHOULD GIVE SPECIAL ATTYERTION TO NEW
EMPHASES IN PRIVATE SECTOR, ENERGY, INSTITUTIONAL
DEYELOPMENT, AND YECHNOLOGY TRANSFER AREAS 1M
PROGRAMMING THE PLANMED USE OF ESF RESOURCES.

C. PEACE CORPS

EARLIER THIS YEAR, THE RGENCY ENTERED INTO A
MEMORANDUN OF UNDERSTANDING WITR THE PEACE CORPS T0
ENHANCE SIGMIFICANTLY CUDPERATION 1K COUNTRIES WHERE
WE BOTH OPERATE. THIS IS A CONTINUATION OF THE
EFFORY TO INCREASE COLLABORATION 1X TKE FIELD BETVEEN
AID AND PEACE CORPS. THESE JOINT EFFOR(S ARE A
VALUABLE WAY OF [NCRTASIKG THE IMPACT OF OUR PROGRAMS,
AND OF HELPING ASSURE TRAT REQUIRED WUMAN AND
FINARCIAL RESOURCES ARE AVAILABLE FOR WELL PLANNED
DEVILOPHENY EFFORTS. W1 REQUEST THAT NISSIOKS D8CUSS
THE SIZE AND SCOPE OF AID/PC COLLABORATION AND 173
RELATIONSHIP TO THE COUKTRY DEVELOPHMENT SYRATEGY.

HISSIONS ARE ENCOURAGED TO BEGIN THE DIALOGUE WITH THE
PEACE CORPS IR THE [ARLIEST STAGES OF YKE STANDARD
ALD PROJECT DEVEL GPHENT CYCLE.

182 ©) PROGRESS AND COMMITHMENY

THE PROGRESS AND COMKITMERT RATINGS VILL BE HAHOLED BY
ATD/W THIS YEAR. RCGIOHAL BUREAUS VILL PARTICIPATE (N
THE RATING PROCESS AND WILL ARRANGE FOR MISSIOH INPUT
AS QUESTIOKS ARISE. THIS SECTION OF THE COSS AS
REQUIRED BY PREVIOUS GUIDANCE, CAN 8E OMITYED.

AGENCY WORKFORCE

AGENCY STAFF LEVELS WILL COHTINUE 70 BE A CONSTRAINY
THROUGR THE PLANRING PERIOD OF THE 0SS, HISSIONS
SHOULD RCT BASE THEIR CHOICE OF STRATEGY OR PROGRAMS
ON PRESUMED INGREASES IN STAFF S12E. [N FACT, THE
AGENCY WILL EXPERIENCE STAFF REDIICTIONS OVER THE NIXT
FEW YEARS. THE HAGKITUDE AND TIHIKG OF REDUCED
CEILIRGS HAS NOT YET BEEN CSTABLISHED. N SHAP{NG
STRATEGIES AND PROGRARS, HISSIONS SHOULD MINIMITE STAFF
REQUIRENENTS, KEEPING IN MIND THAT MISSIOK STAFF $12(

1S LARGELY A FUNCTIOR OF THE COHBINATION OF PROGRAM
SIZE, NATURE OF PROGRAM, MAKNER OF IHPLEMENTATION AHD
CHARACTERISTICS OF (HDIVIDUAL COUNTRY SITUATIONS, IN
AS BRIEF A DISCUSSIOR-AS POSSIBLE, PLERSE DESCRIBE HOV
THE PROGRAM CAN BE nANRGED RESPONSIBLY WITHIN TIQKY
PERSONNEL LEVELS,

COUKTRY CDSS REQUIRLHENTS
THE REQUIREHENTS FOR THIS YEAR'S SUBMISSIONS HAVE QEEN

HOOIFIED. THERE ARC THREE CATEGORIES OF SUBHMISSIONS
FOR THIS YEAR'S CDSSS CYCLE:

L]

8944 549968 AID723)

A}

TTELEGRAM

STATE 316366 8544  H49364 4
(A} FULL CDSSS

THE FOLLOWING COUNTRIES ARE REQUIRED TO PROOUCE

FULL CDS3S: -
KERYA 1IKBAGMWE
SOMAL 1A LIBERIA
SUDAN RAL |
UGANDA INDONESIA (ANALYSIS
SECTION ONLY)
MALAWI GANBIA
HAITI SOUTHERN AFRICA REGIONAL

) UPDATES AND SPECIAL TOPICS

REGIONAL BUREAUS VILL PROVIDE GUIDANCE ON COUNTRY
SPECIFIC CONTENT REQUIREMINTS USUALLY ARISING FROM
LAST YEAR'S REVIEW, GENERALLY THESE SUBMISSIONS SHOULD
NOT REPEAT NOT BE A FULL 6@ PAGE DOCUMENT, SUCK Ue-
DATES WILL HOVEVER INGLUDE RT A HINIMUM A MAGRO -
ECONOMIC ANALYSIS INGLUDING ECONONIC POLICY FRANTWORK,
ASSESSHENT OF THE LOCAL PRIVATE SECTOR AND INSTITU-
TION BUILDING REEDS.

HOROCCO THAILAND

YEHEN BARGLADESH

gqyey DONINICAN REPUBLIC
JORDAN CoSTA RiCA

PAKISTAN (PREL IMINARY
STRATEQY AT TIHE OF
ABS. NO MACRO ANALYSIS)

SRI LANKA GUATENALA

INDIA JAHAICA

ROCAP (N0 HACRO ANALYSIS)

CARIBBEAN REG!ONAL

;0 HACRO ANALYS{S)

EL saLYvADOR

PHILIPPINES

LEBANON OnaR

€) SHALL PROGRAH STATEMENTS, STRATEGY REVIEWS, AND
TABULAR SUBMISSIONS, THESE ARL VERY BRIEF SUBMISSIONS
FOR WHICH CONTENT AND TIMING WILL VARY. SPECIFIC
IRSTRUCTIONS ViLL BE PROVIDED IK REGIONAL BUREAU
QUIDANCE,

(1) SHALL PROGRAM STATEMENTS 0J IBOUTI
INDIAK OCEAN STATES BENIN . -
CAPL VERDE CENTRAL AFRICAN
REPUBLIC
CoNGO BQUATORIAL QUINEY
QUINLA QUINTA BISSAV
SIERRA LEONE 1080 -

@) STRATEGY REVIEWS OR TABULAR SUBMISSIONS

SURHA NEPAL

ASIA REGIONAL SOUTH PACIFIC

TANZANIA BOTSUANA

LESOTHO . TANSIA

BURUND GHARA

RVAKDA IRIRE
MAURGTANTA NIGER

SENLGAL SWALILAND

UPPER VOLTA

CLARK

UUNCLASSTELED
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ORIGIN OFFICK
INFO  AAAF-JL
AFDR-E6
AALA-B)
NETC-04
GC-a1

ASPD-83

£S-41

LACA-0)

Crnesoanan et smrce e m D L L L Y L L L

STATE

AFEA-()
AFCA-03
LACE-02
HEE-83
GCAF-01
ASTR-01
AAID-0)
HP-01

821304

4FSA~03
ARRS - 01
LASA-93
UENA-Q3

GCas-o1

AAST=01

AGR1-81
ASBI1-03

¢con-d?
AFPU-01

AFFU-D1
ASEN-01
La0P-03
NEJL-0)

GCLA-03

STN-33

© 7382 004373 AL084S8

AFCY-0)
ASPT-02
LAOR-Q3
PPCE-B1

GCFL-0!
FFP-03
oMg-02 RELO-8)
2-08

114

UHCLASS IFIED
Depamnem of State

AFOP-02
ASPN-02
AANE -0
POPR-01

GClLE-01
ofP-0!

A6

HEPO =04
ASOP-02
HEDP 02
PPPE-13

FR-02
AFDA-OL
ASSP-32

OUTGO G
TELEGRAM

STATE C2133d
FO0D A10 PROGRAHS COHFORM TO, ARE CCNSISTENT WITH, ANO PRO-
HOTE THE USG'S OQVEAALL OCVELOPUENT PRIORITIES AND J0JEC-
TEVES IR A GOUNTRY; AND 100 THE DLORCL OF INTRROEPUNOGNCY
REINFORCEMENT AND COORDIHATICH OF FOCO AID AMD HON~FOOQD
A1D PROGRAHMS., WVITH RESPECLT TO THE FORMER, INTEGRATION
CAN TAKE PLACE AT THE BROAD COMCEPTUAL LEVEL AS THE
HISSION TOENTIFIES TS DEVELOPMENT OBJECTIVES, FORMU-
LATES A STRATZGY TO ACHIEVE THESE CBJECTIVES AHO SELECTS
THE AREAS OF ACTIVITY IN WHICH T INTENDS TO FOCUS (TS
OVERALL ATTENTION ANO RESQURCES. <CUCH TARGET AREAS ARE
CHOSEN BASED, INTER aLIA, CH AN EXAMINATION OF (A} THE

7382 004373 ALD54%3

INFO OCT-9@  INR-18  fUR-127  AF-10 £6-98 EA-12
NEA-T  ARA-16  AMAD~J1 AGRE-00 O0ES-09 /L)% R

ORAFTED B8Y AID/FVA/PMS: BZ1OHAN
APPROVED BY A/A10:HPMCPHERSON
AID/FVA/FFPRCHASE DRAFT)
AVD/AA/FVA: JCBLOCK (DRAFT)
ALO/ARA/PPL/POPR: RARCHE 'ACTG) {OR
FY) A, D/ASIA/DP: CJOKNSON {DRAFT) .
AID/AFR/0R. JRUDGE (DRAFT)
AIC/AA/RE: BLANGHAID (ACTG) (SUBS)
AID/LAG/OR: OLAZAR {ORAFT
A10/AR/PPC:LSHUCKER (DRAFT)
ALD/AA/PPC. JBOLTON (DRAFT!
AID/PPC: CHICHALOPOULOS (DRAFT)
DESIRED QISTRIBUTION

ORIGIN FVA LUFO AFDP AFOA AFDR AFPM AAST AAAT ASEH ASOP ASPD ASTR
AALA LADP (A0R AAKE HEDP NHEPD HETC PPCE POPR PPPB GC GCAF GCAS

GCLA GCFL GCHE RBS MP FM STH FFP OFP ES AAID AGRI COM ONB
TRSY 3v-00 END
-------------- 123632 2721041 /38
P 2713361 JAM 81 LEX
FM SECSTATE vASHOC
10 AID WORLOVIQE PRIORITY
USHISS!ION SENEVA PRIORITY
AHMEMBASIY PARIS PRICRITY
ANEHBASSY RACHE PRIORITY
ACCRA PCUCH
LAGOS POUCH

UNGLAS STATE 8212304
AICAC FROM MCPRERSOR, AID ADMINISTRATOR YO MISSION OIRECTORS
£.0. 12065. M/R
TAGS:
*
SUBJECT: INTCOGRAYION OF P.L. ¢80 RESOURCES

1. INTRODUCTION: YOU KKOW THAT | AM COMMITTED TO THE HORE
EFFECTIVE USE OF P.L. 480 RESOURCES TO ACCOMPLISH DEVELOP-
MENT OBJECTIVES. ONE IMPORTANY WAY TO STRENGTHEN FQOD AID'S
DEVELOPHENTAL IKPACT !S TO INTEGRATE !T MORE FULLY INTO
OVERALL COUMTRY STRATEGILS AND PROGRAHS. AS YOUR HMISSION
PREPARES 1YS CDSS, ABS, AND PROGRAN MATERIALS, | WOULO LIKE
YOU TG BE MINDFUL OF THE VARIETY OF OPPORTUNITIES FOR INTE-
GRATION., THIS MESSAGE OFFERS A NUMBER OF EXAHPLES, ORAWN
FROZ ONGOING AND PROPOSED COUNYRY PROGRAMS. SOME Will OF
'COURSE BE HORE APPROPRIATE [N YOUR COUNTRY PROGRAH THAN
OTHERS. AS A WHOLE, THEY SHOULC SERVE TO STIPULATE YOUR
THIKKING, AND ENCOURAGE INHMOVATION. IN THIS REGARD, YOU
RAVE RECEIVED THE PCLICY DISCUSSICH PAPER “FOCD AID AND
DEVELOPMERT, © {1 TOO SHOULD SERVE AS A RESCURCE TO YQU IN
THIS EFFORT,

2. LEVELS OF INTEGRAYION: INTEGRATION OF P.L, 480 MAY BE
SEEN AS HAVIHG TWO COMPOMENTS:  (A) THE EXTENT 70 WHIGH

CONSTRAINTS AND PROBLEMS IHPEDING EQUITABLE OEVELOPHENT
IR THAT COUNTRY ANO ‘8) THE OPPORTUMITIES FOR CONSTRUC-
TIVE CHANGE, GIVEN THE ENVIROMMENT OF LEADERSHIP AND
UNTAPPED POTERTIAL, AND.THE LEVEL AND MIX OF RESOURCES
WHICH AID IS CAPABLE OF BRINGING TO BEAR. THESE CONSID-
ERATIOHS ARE EXPRESSED [H THE COUNTRY DEVELOPMENT
STRATEGY STATERENT (CO3S), ANO THE OBJECTIVES OF EACH
P.L. 430 PROGRAM -- VRETHER THTLE 1, (1 OR t1l -~ SHOULO
BE CONMPATIBLE WITH THIS LARGER STRATEGY FRANEWORK

« INTEGRATIOH THUS (HPLIES CONSISTENCY OF P.L. 483
PROGRAMHING WITH AN GVERALL STRAIEGY, REFLECTSD IM THE
C0S3, WHICH GOVERHS THE NATURE, USE AND ALLOCATION OF
RON-FOOD AJ0 RESOURCES AS WELL. 6EIYQND THIS, TMERE
AREOPPORTUNITIES 7O INTSGRATE FOOD ANQ HON-FOQD 41D
RESOURCES NORL PRECISELY TQ ACHIEVE SAECIFIC PROGRAN
ORJECTIVES, AKD THEREBY ENHANCE THE OLVELOPNLNTAL IHPACT
0F CACH RESOUACL,

3. ELEMEMTS OF P.L, 480 PROGRAMS: FOQD AID PROGRANS
HIGHY BE SAID TO HAVE SEVERAL “DIMENSIONS®

- THE FOOD ITSELF;

= THE POTENTHAL FOR & POLICY QIALGGUE WHICH THE ° L. 488
ASSISTANCE ITSELF, OR ARG A PART OF 1 & OVERALL U.S.
ASSISTANCE PROGRAN, PROVIODES;

= THE FOREIGH EXCHANGE RESQURCE FLCOW IHPLICIYT IN THE
P.L. 488 ASSISTANCE;

= THE GENERATED LOCAL CURRENCY;

= TRE INTERHEOIRIES (PVO3) WHICH DISTRIBUTE THE FOQOD.

= THE IHPORTANCE AND SIGMIFICANCE OF EACH OF THESE
VARIES FROM COUNTRY TO COUMTRY DEPENDING ON THE SPECIFIC
COUNTRY CIRCUNSTANCES AND THE MATURE OF THE SPECIFIC
P.L. 430 PROGRAN. OME OR MORE OF THESE ELEMENTS ARE,
HOWEVER, SUSCEPTIBLE TO INTEGRATIOH BOTH WITHIN THE
CONTEXT OF THE OVERALL U.S. DEVELOPHENT QBJECTIVES AND
STRATEGY [N THE COUNTRY aMO WITH MON-FQOD AID RESQURCES
THE REMAINOER OF THIS MESSAGE OFFERS ILLUSTRATIONS OF
HOW THIS CAN BT ACCOMPLISKED. !

A)  THE FOOO: FOOD AID CAN CONSTITUTE AN AGDITIONAL

SOURCE OF SUPPLY DEPRESSING OOMESTIC FQOU PRICES THAT
CAN [NHIBIY IHCREASES M AGRICULTURAL PROQUCTION AND
REAL INCOMES IN THE AGRICULTURE SECTOR. T (S IMPORTANT
THEREFORE YHAT FO00 ASSISTANCE BE PROVIOED IN SUCH A
HANKER AS TO MINIMIZE THE POTENT(AL NEGATIVE [(HPACT ON
DOMESTIC PROOUCTION AND TO av0ID RUKNING COUNTER 10 U.S.
ASSISTANCE EFFORTS 70 INCREAGE DAHESTIC AGRICULTURAL
PROOUCTION CAPAS!TIES -~ THROUGH FOR EXAMPLE DA SUPPORT
FOR A VARTETY OF IMFRASTRUCYURE PROJESTS, TRAIMING,
RESEARCH PROGRANS AND tXTENSION alTIVITIES,

* TARGEYYED FOOD D!STRIBUTION PROGRANMS UNOER TITLES t OR
18] PRESENT THE CHALLENGES AND OPPORTUNITIES FOR SUPPLE-
HENTARY SUPPGATIVE PROGRANS THAT ARE PRESENT IN THE CASE
OF TITLE 11; DOLLAR FIMANCED PROGRAHS OF NUTRITION EDU~
CATION, HEALTH SERVICES, ETC. CAN OE INTEGRATED TO EN-

- UNCLASSIFIED

R e T T T T T S N N T T T T S T S S S R S



UNCLASSIFIED
OUTGOING
D@}?CZT‘U?ZG?ZZ' Of State TELEGRAM

FAGE 62 OF 83 STATE  p233pd 7362 894513 AIDBASS STATE 821304 7302 6804973 AIDBASS

HANCE THE I1MPACT OF THE FOOD DISTRIBUTION PROGRAM. OF TITLE | OR ANNUAL REVIEWS OF TITLE 11,

- FOOD IS OF COURSE A YEY COMPOKINT OF FOOD FOR MORK - SECOND, FOO™ AID ITSELF ALSO CAN PROVIDE AN OPPOR-

PROGRAMS UVDER TITLE 11. RATHEP THAN SUPPDRT ISOLATED ' TUNITY TO ESTABLISK & POLICY DIALOGUE WITh THE KOST

IHFRASTRUCTURE PROJECTS, THE FOCD CAl BE L INKED TO GOVERHHENT, PARTICULARLY ONW ISSUES SPECIFICALLY

COMERENT AHD WELL-DESIGHED DEVELOPMENY EFFORTS SUPPORI- RELATED TO TAE AGRICULTURAL SECTOR CR THE FOOD ALD

ED BY HON-FOOD AiD RESOURCEZ. FFW PROGRAHS NAY HOBILIZE PROGRANS AND ACTIVITIES THEHSELVIS

LABOR 111 LAND RECLAMATION AND RUSETTLERENT, AS AW [alf-

GRAL PART OF REGIONAL AGRICULTURAL DEVILOPMERT PROGRANIS. - COORDIBATED PROGRAMMING OF FOOZ AND MNON-FQOD AlD

B REFORESTATION PROGRAN SUPPORTED BY FSW CAli COMPLERENY RESOURCES PARTICULARLY MUTUALLY RCINFORCING P, L. 488

AGRICULTURAL PRODUCTION PROGRAMS X THE SAWL GLOGRAPHIC DA AMD [SF ACTUVITILS THAT ADDRECS THL HEAR TERM DITF |-

AREA, - CULTILS (POLITICAL, FINANCIAL] WRICK HAY RESULT FROM
STRUCTURAL ADJUSTMENT AND POLITY CHANGES HAY BE IMPOR-

= TITLE |1 FEEDING PROGRAKS OFFLR AMPLE OPPORTUNITIES TANT IN SPECIFIC COUHTPY SiTU;TIONS tH FACILITRTING

FOR INTEGRATION. NUTRITION EDUCATION PROGRANS, FUNDED NECCSSARY BUT DIFFICULT POLICY CHANGES

IN PART OR WHOLE THROUGK THE D& ACCOUNT, CAN MUCH STRENG-

VHEN HCH ACTIVITICS.  INDEED, EVALUATIONS WAVE SUGGESTED = FOR EXAMPLE, THE REDUCTION QR ELI: tNATION OF A SUBS1DY

THAT HCH PROGRAM IMPACT 15 IMPORTANTLY AFFECTED 8Y COM- TO THE FOOD CONSUMER, OFTEn RuISES SERIOUS DOMCSTIC

PLEMENTAYY EFFORTS. FURTHER, FOOD DISTRIBUTION CENTERS ECONOMIC AND POLITICAL ISSUES INCLUDING THE IMPACT ON 1;f

CAfi BE THE LOCUS OF FAKILY PLANMIING ACTIVITIES, HEALTH POORER ELEMENTS OF RURAL AHC URBAMN SOCIETY OF HIGHER FOQD

CARE SERVICES AWD COMMUNITY DFVELOPMENS =~- WHICH CAN BE BILLS. HON-FO0OD AID PROGRANS CAN COMPLEMENT THE 700D

FUNDED BY & COMBINATION OF DOLLAR AIL AMD COUNTERPART. ASSISTANCE 1K SUCK CIRCUMSTANCES BY, FOR EXAMPLE, PRO-
JUCTS AINED &1 INCRECASED FARM PRODUCTION AND |HFROVED

= IN COUNTRIES WHERE TRE FOOC 1S TO O PROCECSED, (1 CAK DISTRIBUTION

BE Al IHPORTANT YGOL FOR EMPLOYHENT GEMCRATION AND AGRI-

BUSIIESS DEVELOPHINT, OEPEHDING ON T.{ STRUCTURL AND {C)  LOCRL CURRENCY PROGRAMHING: WHILE LOCA. CURRENGCIES

COMPETITIVENESS OF THE LOGAL MILUING IKDUSTRY. TH{ GIMCRATED FROM THL SALEL OF FOOD ARL 1IN MOST CASES TECHNI-

OEPENDENCY Ol FOOD [HPORTS AND KiD CAN B REDUCED Y CALLY OWHED BY THE HOSYT GOVERNMENT, WEVERTHELESS 1T 1S

THE PROMOTION OF HEW FOOD TECHNMOLOGY ENTTRPRISLS WHICK OF TEN POCSIBLE TO REACK AGRFEMENT WiTH TKE GOVCRUMENT ON

BLENC DOHESTICALLY PRODUCED CEREALS ANO GRAIN LEGUNES THE USE OF SOME OF THOSE LOLAL GURRENCIES TG SUPPORT A

WITE FORTIFIED FGODS [HPORTED UNDER TITLE ‘1. IN ONE VARTETY OF OTHER PROGRAMS, SOML OF VKICH HAY Bf DOLLAP-

COUMTRY A DA-FUHDED PROJICY 13 PROWOTING THE PRODUCTION, FUNDED. FOR [XAMPLE, SUCH LOCAL CURRENCIES CAN

PROZESSING AKD COMSUMPTION OF WEANING FOOD BASED O
= FUNG IN-COUNTRY YRRINING 1M, E.G., THE HARAGEMINT OF

BILLET. 1M ANCTHER, FREUSH FISH 'S PURCHASED WITH TITLE GRAIN STABIL ITATION PROGEAMS SUPFOATED BY ®.1. 450 ASSIS-
I GENERATIONS FROM ARTIGAN FISWERY COOPERETIVES AND TAHCE, WAILL Ch FUNDI MAY FINANCE THE FORLIGH ENSHANGE
DISTRIBUTEL EY CRS AS A PROTE LN SUPPLENMINT 1( HOTHIRS COSTS OF SUCK TRLINING (. §. TECNNICIANS) 85 WELL AS TICh-
AHD CHILDREN AY MCH CENTERS. KICAL ASSISTANCE OCSIGRED TO STRINGTHIN THE INSTITUTION'S

AHALYTICAL CAPABILITIES.
B)  POLICY DIALOSUE; P.L. 430 PROGR&MS MAY PROVIDE Ak

OPPORTUIITY 10 EMGAGE LOC GOVERNMENYS IN A POLICY © SUPPORY DISCRETE PRCJECTS WHICKH hAY BE OIRECTLY L INHED
DIALOGUE 11 AT LEAST TWC WAYS.  THE FIRSY ENTGILS DIS- 10, If ROT PARTIALLY FUNDED BY, OEVELOPMENT ASSIZTANCE
CUSSIONS OF P.L. 480 RS FART OF THE OVERALL ASSISTGNCE OR ESFI.  HEALTH CAPE CEMTERS CaN BE BUILT OR UPSRADED;
PRGGRAM BETUEEN SENIOR KISSION STAFF AND KOST COUMTRY IRRIGATION SYSTEMS CAN BE CONSTRUCTED IN AREAS WHERE
CFFICIALS WRICH FOCUS OF HACRO OR SECTORAL POLICY ISSUES GREATER DOHESTIC PRODUCTION IS A MRJOR OBJECTIVE, ETC.
TrdT REQUIRE SPECIAL ATTENTION,  WHERE LPPROFRILTE THIS IN BRIEF THL (OSAL CURRCNCY GEMERATED Sy P.'. 450 SALES
DIALOGUE CAN REINFORCE 1;E PROGRAMS AND STRUCTURAL aDe CAN BL USEFUL I SPCTIFIC CASES 30 FINANCE INFORTANT
JUSTHENT [FFORTS OF T £ IHF AuD THE 1BRD.  YITLES | AND ELEAENYS OF A COUNTRY JEVELOPHENT STRATEGY IHGLUDING DA
P BeY 110 SPECIFIC COUNTRIES BC PARTICULARLY USEFUL PROGRANS.  CavlION, KOVEVER, MUST BE EXERCISID TO AVOID
VENICLES FOR CREATING & POLICY DIALOGUE AND IH REIH- THE UST OF THEGE LOCAL CURRINCIES AS A SUBSTITUTE FOR
FORCING THE EFFQRTS OF YKL IMF/IBRO THROUGHK HOT ONLY THE NORNAL HOST COUNTTY EXPENDITURES IN SECTORS SUPPORTED
PoL. 480 AGREEMENT BUT ALSO SUCK HECHANISHS AS §10€ BY THESE DA PROGRANS,
LETTERS OF UNDERSTANDING WHICH SUPPORT SELLCTED REFORMS
BEIKG PURSUED BY THOSE AGENCIES. = A REVIEW OF THE NAXIHUM USE OF LOCAL CURRENCY FROM THE
SALE OF FOOD IS CURRENTLY UNDERWRY AND FURTHER GUIDANCE
- THE CELPACITY TO ENGAGE THE MOST GOVERNHENY IN SUCH WILL BE GIVEN. THE FIELD SKOULD KEEP IN NMIND TYHAT QNLY
DISCUSSION MAY BE EMHANHCED WHEN P L. 480 AND HON-FOOD IN THL NMOST TECHNICAL SENSE ARE THE PROCEEDS THE PROPERTY
A1D RESOURCE LEVELS ARE DISCUSSED AT TKE SAME TIME, OF YHE HOST GOVERMHENT. THIS 1S AN IMPORTANT CHANGE IN
ALTHOUGE THERE HMAY BE OIFFERENCES 111 THE PROGRAMMING VIEW ON THE USE OF PROCEEDS.
TIHETABLES OF THESL RESOURCES THAT LinIT OPPORTUNITIES
FOR SULK JOUHT OUSCUSSIONS, THE EFFTLTIVE SCHEDULING OF D) PYOS:  HISSIONS SHOULD BE MINDFUL OF OPFORTUNITIES
HID-TERY AND OYHER PROGRANM REVIEVS COULD BE CH{ WVAY 1O TO LINK THE PUBLIC AND PRIVATE SCCTIORS THROUGH THE VERI-
INSURL BETTER COCRUINATION. ) CLE OF FOOD RID. PVOS REPRESEHT 4N IMPORTARYT PRI-
VATL SECTOR PESOURCE. SEVERAL S{RVE EFFECTIVELY AS IHPLE-
- THE GREATEST POTENTIAL FOR ENTERING 1uT0 £ FRODUCTIVE HENTORS OF TITLE 11 FESDING PROGRANS. IN ADDITVION, PVO
DIALOGUE NORMALLY EXISTS PEIOR TO THE FIRM COMMITHENT PROGRANS CAN GE SUPPORTED YHROUGH AGREEMENT ON LOCAL CUR-~
OF THE PLSOURGLS. THE DIALOGUE SHOULD KOWEVER BE AN - REHCY USES. ADMITTEDLY, THERE MAY 6f RELUCTANCE TO-RELY
ONGOING PROCESS WITH THE HOST GOVERMNKENT ANC THERE MAY O THISE RESOURCES, PARTICULARLY WHERE MO SPECIAL A”COUNT
BE ADDITIOHAL OPPORTUNITIES YO CFFECTIVELY [NGAGE THE EXISTS, AND VACRE THE U.S. 1S HOT COMMITTED TO R HULTH-

GOVERNMERT IH SUCK DISCUSSION, SUCK AS HiD-T{RH REVIEWS YEAR FQOD AID PROGRAR,  NEVERTHELLSS, OPPORTUMITIES-WILL
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PRESENT THEMSELVES.

- PVOS CAN ALSO BUILD OM THEIR FOOD DISTRIBUTION EXPLR-
TISE AND CYPARD THEIR ACTIVITIES INTO 700D PRODUCTION
PROGRAMS. LOCAL COOPERATIVES, ASSISTED BY PVOS, CAN
SERVE RS LOLAL AGEKTS FOR HARKETING AND DISTRIBUTION OF
FOOD AID WHILE THE MARKETING SYSTEM 15 CTRENGTHENED
THROUGH DOLLAR FINAHCED GRANTS AND LOANS == IHCLUDING
FUNDING FOR THE PVOS THEMSELVES,

(E)  HOST COUNTRY FOREIGN E£XCHANGE EXPENDITURES: IN SOHE
CASES IT HAY BE POCSIBLE, AS PAAT OF YHE P.L.-480 PROGRAN
OR AS PART OF THE OVERALL V. 3. ASSISTANCE PROGRAN,

YO NEGOTIATE AGREEMENTS WITH THL RECIPIENT GCYERNMENT ON
THE USE OF FOREIGN EXCHANGE RECSOURCES FOR THE IMPORTA-
TION OF SPECIFIC CONMODIYIES OR ITEMS WHICH COMPLEMENT
AID PRCJECTE OR ADDREZG SPECIFIC PROBLEM AREAS CONCIDERED
JHPORTANT TO THE DEVELOPHENT PROCESS. IN ONE COUNTRY, 1Y
WAhS AGREED THAT {INCREASED LEVELS OF FERTILIZER WOULD BE
{MPORTED, FOR USE BY SHMALL FARHLRS. I TURN, THE SMaLL
FARMER PRODUCTION SYSTENS WERE THE SUBJECY OF OTHER ASSIS-
THHCE PROJECTS, FUNDED EY THL P.L. 480 GEWERATED COUNTER-
PART =~ 1.L., VORKING CAPITAL REQUIREHENTS HEY-T;ROUGH-
LOANS OBTAINAELE FROM THE RURAL DEVELOPMENT BANN.

4. THERE ARE, ADHITTEDLY, CONSTRAINTS TO INCREASED IhTE'
GRATION OF FOOD AHL NOM-FOOD AID RESOURCES IN SPECIFIC
PROJECTS. THERE 5 SOMETI;ES & RELUCTANCE TO DEPEND OX

A RESOURCE (FOOD, OR THE LOCAL CURRENCY GENLRATIONS)
WHICH 15 SEEX AS “UNREL 1ABLE™ FROM YLAR 10 YEAR. THERE
ART PROBLEMS IN ENWSURING THE TIHELY TRANGFER OF LOCAL -
CURRENCY 10 THOS{ GOVERNMELTAL ALD HOM-GOVERNMENTAL [NTI-
TILS CHARGED WiTR CARRYING OUT THE SPECIFIC ASTIVITILES
AGREED UPOII (THE LOCAL CURRETICY USES). THE TIHING OF
RESOURCE FLOWS INTO A DEVELOMING COUNTRY BECO;LS HORE
CRUCIAL 1% THE CASE CF FOOC KID, PHASING WITH OTHER AC-
TIVITICS EECOMES HORE DIFFICULT. WEVERTHELESS, THE
EXAMOLES CITED WEREIN, WHIC; ARE BLSEC ON ABS'S, PROJELT
DOCUNENTS, AND REPORTS FRCH REGIONAL BUREAUS, INDICATE
THRT INTEGRATION 1S [N HANY CASES POSSIBLS AND DESIRABLE.
IT IS ESGINTIAL THAT ALL MIGSICH STAFF, FROM THE DIRECTOR
OR DOWH, BE SEMSITIVE TC THZIE OPPORTUMITIES,

- WHILE THE ABOVE EXANPLES OF PROGRAM AND PROJECT INTE-
GRATION HAVE TLNDED TO STRESS OPPORTUMITIES YO UTILI2E
FOOD AID 1O SUPPORT ANC COMPLEMENT NON-FOOD AID ACTIV-
FTIES, | WANT YO EMPHASIZE THE HEED TO LOOK AT BOTH SIDES
OF THE COIN, THAY IS, THE DESIGHERS 07 DOLLAR FUNDED
PROGRAMS SHOULD LOOK FOR OPPORTUNITIES TO ORAV ON FOOD
AID PROGRAMS TO EWKANCE THIIR DEVELOPHENTAL IHPACT. |
WOULD EXPECT PROJELT DOCUNENTATION TO EXPLORE THESE
OPPORTUNITIES AND REVIEWERS OF FOOD AHD MON-FOOD AID
PROGRAHMS 10 BE ALERT TO THEM. STOESSEL
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