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Report to Congress on the Developmental Impact of

Public Law 480

I. Introduction

The House Foreign Affairs Committee has requests' a study

of the developmental impact of Public Law 480 and ways in which it

can be made more effecti ve. The report that follows examines

opportunities for strengthening the developmental impact of food

aid prugrams,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 LISa terms and rates to the developmental

objectives of food aid. Tr~ study is also mindful of the

humanitarian, foreign policy and trade development purposes of the

Act.

An Interim Report was submitted Ja:1uary 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 ~80 Resources and the Ch~llenge of ~orld_~unger

At the outset, it is useful to consider food aid's role in

meetjng the challenge of world hunger. A comparison of world food

needs and food aid availabilities is relevant.

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

million metric tons (MT). With unexpected prorluotion 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 anticipated needs. Exhibit 1 shows the volume of

projected food aid contributions ::l~ 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 480 shipments, which averaged 14.5 million MT in the late

1950's and early 1960's, have averaged 5.6 million MT in recent

•

year~ (see Exhibit 2). Over this same period, U.S. commercial

agricultural exports have risen sha.rply from about S million HT to

35-40 million MT due in part to a gradual decline in world food

prices (see Exhibit 3). The decline in PL 480 shipments was

accompanied by the establishment of the Emergency Wheat Reserve,

and a growing sensitivity 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 boas remained basically constant at about

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

1. Food aid needs are calculated by taking recommenued 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 Availabiliti~~12~l; August 1981.

•
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480 flows have fallen in financial as well as volume terms. As a

percent of total U.S. agricultural exports, the value of PL 480

• 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 years' trends in food aid

availabilities, it is apparent that food gaps will not be met by

food aid a10n2. Rather LDC's must meet their long term food needs

primarily through (a) increasing their own domestic production and

impr'oving storage and distribution; andior (b) increasing their

financial capacii.y 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 economicall:;, the non-oil exporting

80untries in the developing world remain in difficult straits due

to adverse developments of recent 1~~rs: the rising costs of non

food imports, lower world market demand due to recessions in the

industrialized nations; and in some cases, the pursuit ot'

inappropriate or over-ambitious development policies and programs.

The result 1n many LDCs has been widAning budgetary deficits t

excessive money creation, high rates of inflation, chronic balance
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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 in strengthening tbeir own

capacities to increase per capita 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 wi th tradi tional development assistance

programs, can plav '3.n important rule in supporting such initiatives.

III. Food Aid ~nd Developme~

A. Legislative Basis

Since 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 - ha5 varied with political and economic changes

both at home and abroad. Although the original basis for food aid

was to reduce U. S. agr i cuI t ural sur pI uses 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 1QSO'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 480 programs wi th 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 1Q75, a period of critical world food shortages,

several leRislative amendments were passed to sharpen the focus

of U.S. food aid. The new legielation required that at least '75%

of Title I 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 to 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 polj-..y t'eforms 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 TIl agreements was to be at least 5

percent of the value of Title I in FY 1Q78; 10 percent in FY 1979;

and 15 percenL in FY 1980 and each year thereafter. Most

recently, FY 1982 legislation established stricter requirements

for the sat~~faction of self-help criteria called for under Titles

I and I I I p'O(f,rams. Self- he I p 1.1 e a sure s mus t be" s pee i fie and

measurable", The law further stipulates that these measures must

be "ctddi ti.ona 1 to thp Measures which the recipient country othr-~rwise

woulrl have under'taken irresoective of thRt agr'eement or' amendment."

New Title I agr'eements are beginnin~ to adhere to these requirements

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

3. Thi:.::; figur'e was orill,inally contained in the legislation which
was amended l~ter to refer to the World Bank criteria for IDA loan
eligibility. The fl,ui.deline 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 objeoti VPS have been

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. PoUc'i

Administration policy is consist~nt with the intent of the

legislation outlined above. This policy recognizes that meeting

LDC development requirements, including the assurance of an

2dequate availability of food, ultimately depends upon the success

of their efforts to promote their own economic expansion. This

will be achieved by incre8.sing domestic productir.n and foreign

exehange earning c:lpacity while seekinp; 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):
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The primary objective of AID's food and agricultural
assistance remains that of helping recipient 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,
remains AID's top priority.

vEthin this policy fr'amework, food aid is employed in a

variety of ways to achieve developmental objectives.

2. Developmental Uses of Food Aid

(a) PL 480 programs provide a means of supporting policy

reforms to stimulate agricultural and foc~ 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' a~) well as coordination with multilateral and bilat8ral

donors sharin~ the same concerns.

(b) Local currencies generated by the sales of Title I, Title

III and Title II, Section 206 programs provide additional resources

to the government budget. This budgetary sllpport can be

particularly important to countries facing severe budgetary

constraints. It is often possible to reach agreement with the

host governmant to use some of these local currencies to support

agr'icultural policy reforms and/or fund rural development

8.ctivities th:=tt are E3upportive of efforts to increase domestic

Coed pl'oducti.on. Governments may also use the proceeds as working

capitaJ. to support programs in credit, storaRs and marketing, food

processing and product development.

(c) The resources provided under PL 480 Title I and Title

III pI~ovide br11ance of payments support. Support can be of critical

importance to cOllntrie~, undertaking economic and financl.al
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stabilization programs essential tG 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, agricultur'al machinery and equipment,

etc.

(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 administr::J.t.ive units to be better staffed and

trained. Improved operating or reporting procedures may be

required. Food aiel pr'ograms 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 pro~rams can supDort the construction of

physical infrastructure targeted to benefit the poor. Examples

include market access roads, small scale irrigation structures,

conservation works, community 1dells, rural health clinics and

schools, village market centers and food storage facilities. Such

activities have a long-~erm developmental impact in addition to

providing income and employ~ent.
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(g) In its simplest application, the consumption of food

itself can contribute to a country's human capital formation and

its ;1r'oductivity. Nutrition feeding for young children and pregnant
•

mothers is particularly important in the mental development of

children. School feeding programs can 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

empl~yment generation and more dynamic agricultu"al sector growth.

This incl'ease 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

imp~ct with food aid. Adequately satisfying PL 480's multiple

objectives is certain]} among the ~rob~2m'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 oountry

m8Y be of overriding importance while stability in another may

permit more long-term developmental application of food aid. U.S.

market develol1ment objectives may not be readily oompatible with

efforts to strengthen indi.genous pr'oductive capabilities.

Accordingly, programming food aid to maximize oompliance with the

lJarjous purpo;:;es remains a continuing challenge to its

administrators.
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It is frequently difficult to achieve a developmental impact

through food aid programs. In 30me countries the levels are not

suffi ci ent. to 3 t imula te a nd support major pol icy reform. In other

countries political obstacles virtually bar meaningful policy

reforms.

The Administration will be alert for particular cases in

whie 1'1 the a va i I a b iIi t Y 0 f m~)_l t i - \J ea i'" flo wS 0 f f 0 0 d W0 u1dena b1e

recipients to make major policy and structu~81 modifications that

would not be possible under a normal 7itle I program.

Even where Title I agr'eements have continued o·rer a number

of years, the focus until r'ecently hos fr'equently b8en on near

term considerations, such as th9 balance of payme~ts;

concomitantly, less attention had been paid to self-help measures.

Finallv, in past year's food aid programs have too often stood

alone -- negotiated and designed without adequate regard for or

integration into the USC's overall development program in an LDC.

Achieving longer- term deveJopmental imract from Ti tIe II

programs is con~~rained by the need for a number of complementary

inputs Cind supporti.ng elements, sucn as administrative and logistic

capability, educational and preventive health programs, LDC

government commitment, etc. 8ven 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 specjfic nutritional objective for a

school feeding progr'ams) are unrealistic. The multiplicity of

f~ctors which impact on, for example, a young child's nutritional

status (Le., community health ~jtatus, parental education and
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income, fc:rnily :qiZ8, p;ovRrnment.al sRr'vl<:e9) C2.n override the

co~tribution that a feeding program, standing alone, might

otherwise have.

Ti tle III programs have their eonstraints as HeU~. They

ha v egonet h r 0 ugh a n umb e r 0 f g r' 0 win g p a ins sinc e the fir s t pro g ram

was launched in 1978. Over the oast three years, the member

agencjes of the DeC Food Aid Subcommittee have sought to better

define \.-lh8t the structure of these programs should be. This

evolutionary process, while not as expeditious as Title I

management, forces compliance with legislative intent.

Shortages of adequately qualified technical staff in

developing cOlmtries have also hindered efforts to design and

implement more Title III country programs. The analytical and

administrative demands of these programs 21"e exceptional and strain

the often

governments.

severely limited human resources in recipient

Another' focus of recent discussions is the question of whether

Tit 1 e I I lor 0 P; !~ ~Hn s are s u f r' i c i en t 1 y a t t rae t i v e des pit e the i r mu 1 '(, i -

year and loan Corgi veness features. 30me argue that these features

do not alway3 provide sufficient incentives to uompensate for the

more stringent programming and reporting requirements of Title III

as compared to Titlp T.

A, Tit e I

Title I programs achieve developmental impact through the

negotiation of self-help measures; the programming of sales

procE~eds and lise of commodj.ties to support specific develoDmental
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acti vi ties; and thr'ough 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

economic and financial stabilization efforts and policy reform.

Program effectiveness is maxi.mi.zed to the extent all these elements

are employed and integrated with DA and ESF-funded activities.

Un til recent ly thel"'8 Here no es tabl i sh'3d procedures for

evaluating the deveiopmental effectiveness of Title 1 aotivities.

The annual reports on progre~s 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.

Recogni zing the need for more compr'ehens i ve assessmente, AID

has initiated a series of major impact evaluations in selected

countries. Evaluation teams have already been sent this year to

Jamaica, Egypt, and Sri Lanka. Evaluations are also contemplated

for Peru, Bangladesh, Haiti, Zaire, Tunisia and Sudan. It is

anticipated that a comprehensive report of general findings and

recommendations will be completed in FY 1983. Lessons 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 impacts and others show significant potential.

Examples are cited below.

»
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Tunisia. The Tunisia food aid 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 pOOl" weather for wheat and barley,

inadeqtiate production incentives for non-export crops, and reduced

fertilizer usage. In response to chis problem, AID and the GOT

have agreed upon a program whereby the GOT will allocate foreign

exchange to import $30 million of nitl"ogen fel"tilizer above normal

levels. Or, her mea suresca 11 for' $ 15mi 11 ion 0 f comp1erne ntar y

imports (herbicides, pesticides, and equipment), and improved

fer'tilizer distr'ibution, extension services, and small farmer

access to credit for purchasing agricultural inputs. The program

complements planned IERD loans for grain storage facilities and a

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

obvio~s pot~ntial.

Per~. The Title I program in Per~ 3ids attempts to reverse

agricultural stagnation the country's se.ere balance of payments

and budgetary difficultiRs. The programming of sales proceeds in

support of a well integrated overall USAID strategy is a principal

tool use d to Cl t t a i l~ theseends. Top PI" i 0 r i t Y i 3 g i ven to sup po r tin g

\J SAI D/ GCJ P pro j ~. c t s, par tic Ll 1a r' 1 y PV0 / Tit leI I ~"H' 0 j e c t s; sec 0 nd

pr'iori ty to a special GOP pr'ogram to expand rural employment

oPPol~tuniti.esi dnd third priority is given to the investment budget

Activities specifically include road maintenance, the

construcLion of food storage facilities, s~all 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/P,~ru bel ieves Ti tle 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 innovative 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 austeri ty. 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

proje~t made significant gains in getting local farmers to accept

and realize the advantages of new improved varieties of food crops.

Demons tra t i on farms for rice, cassa va and potatoes ha ve proved
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suocessful 1n most parts of the country. As ev i dence of thi s

success, the Government of Sierr'a Leone maintained a str'ong

commi tment to the acti v i ty despi te severe fir.a.1cial condi tions

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 fOl~ the development

of a comprehensive oilseeds production strategy and an oilseeds

pricing policy 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

major' instititutional reform whereby several separate

organizations l,.<lere reor'ganized into a central authority more

capable of promoting an expansion of vegetable oil production. 4

Past G1greements [13Ve contributed to significant policy

reforms s11pporting increaseJ wheat production. These called for

increases in pr~ocurement prir:es, reductions in fertilizer subsidies

and unrestricted marketing and storage of wheat. The GOP took

positive steps in all these areas. As a r'esult of these efforts

and highly fav~rable weather conditions, wheat production exoeeded

4. USDA questions support for oilseed production, citing 0urrent
wor'ld supplies and asserting Pakistan's comparative advr:wtage 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) legielation enables

low income countrL~s to develop fiul ti-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 9li~ 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 t~e country's development plans and other

donor assistance. Sales proceeds used for agreed development

purposes may be applied against the repayment obligation to the

U.S., Le., loan forgiveness.

3ince its inception, there have been seven Title III

agreements. The followin~ table summarizes Title III programs

signed to date:

'i'able 2

Title III Agre~.ment~. (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 3/79

Sudan 5 100.0 12/79

Senegal 3 ;;: 1 .0 5/80_ ....._---

631.8
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Annual rev i ews s', . ..>w that performance has been m1. xed. The

reviews suggest that both the loan forgIveness 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 s UppOl"t i ve of rural development.

Modifications to Title III programs have frequently been necessary

during implementation to increase ~heir chances of success.

Banglad.esh. The Title III activity serves as a major

com pon en t of the Bangi ades h prop;ram, enab 1 i ng the Mi ss I on to

encourage changes in some of the most serious policy constraints

facing BangladeshIs agricultural sector. Key elements of the food

program include: (a) the announcement of a food grains procurement

progr'am to support incentive producer prices; (b) the reduction

in the volume of food allocated to the public ration system which

favors the urban population with cheap food; and (c) price

stabilization through open market sales during periods of scarcity.

Progress toward these targets has been acceptable.

Sudan. 1:1 Sud an, the Tit leI I I pro gr' am sup p0 r t sag ric u1t ur a1

policy reforms being implemented as part of an IMF program and an

lBRD Structural Adjustment Program. These reforms aim to shift

pricing and marketing incentives so as to make them more supportive

of agricultural pr>oducts in which Sudan enjoys a comparative
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The IMF-IBRD programs support 12rgely irrigated

agriculture and mechanized rainfed a~riculture In Western 3udan.

AID's Title III program further complements these efforts by funding

pol icy studie S I" e 1a ting tora i 11 fed a g I" i cuI '~ u I" e i nthe poor e r'

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 polley dialog 1.le on development issues. Agreed

upon pol i cy stud i es are expected to prov i de J. base for future

polley discussion? and AID program guidanoe.

Egypt. Institutional reform and development are the major

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 cf sales proceeds

to finance agricultur8.l prooductivity and rural services

infrastructure. While procurement problems have been encountered,

the project has been successful in strengthening the local community

decision-making pt~ocess, and the level of community participation

has generally exceeded expectations.

Honduras. The Government of Honduroas 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 t~e start-up phases but are now operational.
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The evaluation of the first Honduras Title III program concluded

that the first program was successful enough to warrant

consideration of a follow on program.

The pr'ogramming of Title III sales proceeds is a particularly

useful and influential tool as satisfactory compliance with this

feature is a condi tion for loan forgi veness. In addi tion to

supporting the economic policy initiatives and institutional

reforms and development just noted, sales proceeds help finance

high pl~ioritv pr'oject.s tha would othl'rwise not be undert8ken.

The projects may be those compri9ing AID's portfolio of DA

assistance Ol~ other projects complementing AID's country

development 3tr'at'3gy. Egypt and Sudan can !'l.gain be ci ted as

examples to su~gest the impact of this use of Title III.

Tn s 11 DP01~t of U,~AID/ Egyp t 's Bas 1. c Vi11age Serv i ae program,

sales proceeds are used to finance the repair, update, expansion

()l~ installation of hasic :3ervices for' approved projeC'ts. The mix

of activities includes: (a) standpipe pot801e water; (b) inter

village unpaved roads; (c) village storage facilities; (d) main

village se'dafTe drains; (e) sanitation facilities; (f) \':.llage

ah8ttoir~ and meat markets; (g) irrigation and drainage; and (h)

household \oJater connections. The most frequently selected

(l c t i v 1 t i <'; S ;, r' e t.here b u i 1. din g 0 r u p g r' a din g 0 f pot a b 1e wa t e r

D11 f' i n Ii: 0 e rio d S 0 f fin an cia 1 s t res S , t h ('j use 0 f TIt1 e I I I

pr'e>C';cpc]:,) can .'ef've to sustain pr'ior'ity pr'ojects. The Sudan Title

III agreement. was developed and implemented concurrently with an

H-1 F Ext e n cl e rl I,' ~ H1 d Fa c i lit Y a g r e em en t . The TMF' a'S r e em e n t res u 1 ted
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in major public sector budget decreases. The Title III locally

genel'a ted currenc i es wer'e used to he 1p su pport high pr i or i ty

activi~les in the rural sector that would not otherwise have been

undertaken. These included: (a) Railway Rehabilit.ation; (b)

Vlestern Sudan Agl"icult.ural Research Project; (c) Rural Health

Support Project; ( d) ~ur'al P Ianni Ilg; (e) River Transport

Rehabilitation; (f) Abvei: Rural Development. Project; and (g)

support of three eCG~omic policy-related studies. Both the

Agricultural, Health and Rural Planning projects were closely

integrated with other Mission programs.

C. Title II

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 wOI'k and other activities designed

to alleviate hunger and nutritional inadequacies. Those programs

are imp 1erne nted p r : rna f' i 1Y t h t' 0 lH~ h vol un tar y age nc i e s , suehas

Catholic Relief Servi~es (nd CARE and the United Nations World

Food Program. Voluntal'y agency programs are often supported by

monetary resources from outreach and operational program grants

or from local currency proceeds generated under Titles I or III.

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, 1G million beneficiaries receivpd 41S,SOO metric tons

of comrnodtties valued at clo~H~ to $160 rni.llion. While measurinp;
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nutritional impact is frau~ht with methodolo~ical 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 benefltting from nutrition

education in addition to food fared considerably better than those

receiviDg food alone. In the Philippines day care center program,

participants improved 3 times over the non-partlcipant control

group, gaining about 6.5 percent of standard weight for age in a

six-month poriod. In Chile, the recovery rate for mildly

malnour'ished chtldren participating in the feeding progr'am was

between lO···)~O percent and between 60-70 per'cent for severely

malnourished chtldren.

In Kottat~, Sout'lE~n, India the percentage of children

suffering from malnutrition decreased from 54 to 46 percent in 18

months, while those with third degree malnutrition declined from

10 to )~ 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.

ThE'.s e p t' (J rf, l~ ams dem0 n s t rat i ngnu t r' i t ionalimpac t s h are the

f () 11 0 itT :i. n IS c h a r act e r i s tic s : n 11 t r i t ion e due a t i ()nan d S 0 me for m 0 f

n)(l i !:~ l~ ~l tar' y he a 1 thea r' e VI ere 3 U PP11 e d e i the r d 1. r e c t 1 y 0 r t h r 0 ugh

!' c, f e !~ r' a 1.'3; f 0 0 cl and s e r vic e 3 Ive ret a !' getedt 0 low 1. ncome famil i e 3

or m~lnourisherl children; services were delivered by village women
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and ta i 1 ored to local needs and concH t ions. A11 programs were

well managed: adequate supervision and training were provided;

the food was distribured regularly; and monitoring systems were

in place to collect growth data longitudinally. Host government

commitment assured the smooth functioning and expansion of the

programs. And beneficiaries were actively involved throughout as

reflected by their financial contributions, attendance rates, or

their participation in center and other activities. There were

significant differences amonp; these programs. Ration sizes varied l

and some programs included simple health care while in others this

was han~lsd through referrals to nei~hboring health centers. Some

involved ex:ensive outreach to the community through home visits.

Nev~rtheless, the commonalities of these successful efforts

can guide future pr'ogr'am design. They suggest that food commodities

should be accompan i ed by \.'~ her l"esou I'ces in order to max imi ze

nutritional impact~ as well as achieve other developmental

objectives. The best fJi'ogram:3 were those that involved intangibles

- local participation, strong commitment and continuity on the

part of project staff at all levels, 2nd close link~~es with the

community - in addition to other interven~ions, such as nutrition

education snd basic health car'e" Food often arpeared to have

ser'ved as an incentive to attract women to the ("~nter::; and as a

catalyst for larger development efforts in addition to its role as

a direct nutr'itional supplement to the child. In Mor'occ0,

chi 1 d ren I s growth 1. ncr'e~\secl i rnpress i vel y, but a 1S,) met her:,,> l}E'lre

getting out of their' homes more, lear'ning about improved nutrition

and he a 1 t h prae t i. C e 3 , an <:..1 pa I' 1-, i c i pat j ng mar" e act i vel" i nother
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services. In Kottar and t.he Philippines, the centers were an

integral part of the community generating a host of other

complementary activities.

Hhile these programs appear to have been effective in bringing

about significant changes in nutritional status in Lle short term,

these may not ~e their most 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 impr'ovements in physical groVlth. Moreover, some recent r'esearch

suggests that when anthropometric measures (the conventional

indicators of growth performance) are used as a basis for the

classification of nutritional statlls, there may be a tendency to

IJnd3restirlJ:'lte results. These caveats suggest that tLa

developmenta.l impact from Ti tle II MCH programs may be substantially

grea~er than recorded to date.

2. Scho0.l-F eed i ng

School. feeding can have a. var'iety of' positive effects ranging

from improvin~ school attendance of children to bettering their

health, learning capacity and nutritional status. In addition,

the infrastrurture created by school feeding programs can provide

a !' e a dy (~i ~3 t rib IJ t ion s y s t emf 0 rem e r p; e nc y fee din g act i v i tie s . In

FY 1981, school feeding programs reached almost 20 million

recipients with $90 million of food. In specific country terms

this can be a significant resource. For example, in Upper Volta

the pt'ogram oper>ates in 1,1462 schools (about 85-90 percent of

elementary schools) reaching almost 13 percent of the school age

populRtlon (6-16 years). In Sri Lanka 1.2 million primary school



24

pupils in 7,76~ 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 program.s,

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 childrel: attending LlOq 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 c~ildren was 33 percent (weight/height) less and 18

percent (weight/ae:e) less in schools with an average of 231 as

opposed to q1 feed:ng 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. 'tleight foY' height

deteriorated considerably during this time in most schools; overall

t 11 e per c en t 0 f mod era tel y mal no uri she d chi 1 dr en inc rea sed by aIm 0 s t

one-third and those who Here severely malnourished more than

doubled.

Lastly, 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 he nutritionally better off

than their entry status. Although the average percent of

improvement for' all c:hildren in the prograrr. was not signific, it,

the reduction in moderate and severe malnutrition wa~ 22 percent.

In contrtst, 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 is the most cost effec~ive way of affecting

nutritional status. More must be lear'ned about the relative

importancf' of such elements as targeting, parental and teacher

involvement and education, use of local foods, supervLdon and

management, ration size and type~ and integration with other

community development efforts.

Sch0 0 1. fee din gs' impact 0 n e l1r' () 11 me n t an d a t tend (l nc e has

been subjectively assessed; in a number of countries teachers and

administrators have asserted that feeding programs have positive

and significant effects. These impacts have not, however, been

studied carefully, and 8re 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 Pood for Work projects. In return

for their laber they received over 365 1 000 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 0reating 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 economio need, espeoially 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 desti tute rural ]elndless popula tion, 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 its 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 local, 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, pr'ovidjng the principal means of

access to many mountain areas. A woodlots project using FFW has

established 2,579 hectares of trees, which when fully matur'e 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 particul~r development problem and included

necessary ~echnical 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 communi ty consciousness and commi tment, al though

this may not have been due directly to the food commodities. Some

kind of community organization seems to be a prerequisite for the

proper managemerJt of these locally-based projects. Thus, if

projects have adequate resources, coordination and local

involvement, they can not only meet the immediate consumption

re~uirements of participants but also positively affect community,

regional, or c01tntry development goals.

LI. Section 206 Pr:'_~.

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

finan~ial ac~ounting procedures and controls to insure that the

proceeds of the Title II sales are expended for intended purposes.
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Due to th~ number of dpmands on the Title II budget, we have thus

far considered requests for multi-year Section 2°6 sales programs

only in those countries with chronic food deficits and which are

thus likely to receive annual emerRency 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 Im~

We believe that existing legislation, coupled with current

policy guidance and a number of initiatives being pursued by AID

and other agencies, provides a satisfactory framework for achieving

food aid's developmental objecti ves. The elements of AID's strategy

for pursuing those objectives are set forth below.

A. Title I

1. Integration

The integration of food aid and non-food aid assistance

programs contributes to the greater developmental impact of both.

A.I.D. has surveyed the programs of missions implementing food aid

programs and has produced ~uidance 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 aid assistance programs is furtheJ 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, coherent strat.egy for
achievirg U.S. ohjectivAs. Thus, missions should seek to
program DA, ESP, P.L. 480 anrl HG resources, in such a way as
to insure that there is complement~rity 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. f?licy 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 pol icy 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

,sector's. An assured food supply is crucial to the stability of

any government, and the willingness of countries to discuss and

agree t'J pol i cy reforms necessary to stimulate increased food

production is often commerlsurate wi th the import:.ince of food 2.id t s

contribution to total food supplies.

We are increasingly 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

been urged to strengthen their analyses.

The CDSS guidance is explicit on this point:
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Fooj aid proposals should be based on an analysis of need,
should reflect an appreciation of the possible disirlcentive
effects that such aid mig~t 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 pr'ovide 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 analysi.'3 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 orograrn 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

capa~ilities to examine the causes of underdevelopment.

The Administration is now in the process of implementing the

l"8cent change in the legislation which r(-!quir'es that self-help

measures i. n P. L. }~80 agr'('!ements bf~ str'engthenecl.

Negotiating instructions for FY 1982 agreements have

instructed missions to propO:'3e St~lf-·help rr.easures that are specific

and mea s U l" a b 1. e . 1'1 1. S :'3 ion pr' 0 po S a I s are be i ng car e f u1 1. y rev i ewe d ,

and changed if necessary, to ensure that measures contain specific

commi tments or benchmdr'ks. ML3~3ion~'\ ar'8 being encouraged to include

act ionsin f 11 r the ran ceo f ::t r~ ric u1 t ur alp01 icy ref 0 r min the s elf-
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help measures where appropriate. Periodic reviews of performance

to monitor implementation and assess progress on a regular basis

are scheduled as well.

In Egypt, the pr0gram 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 effol~t is underway in all agencies to

strengthen the self-help measures and ensure that they are in full

compliance with the new requirements.

~. !mpac~ 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 fi~dings

will lead to improved program design.

6. Strengt~ened Prioritl

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

Agency's commitment to 8chieving devel.opmental 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 r'ecently in the guidance cable on

integration of food aid and non~food aid programs ( ... "I am

committed to the effective use of P.L. 480 resources to accomplish

development objecttves.") In addition, A.I.D. will continue to

pIa y a v i go r 0 us r ole i n i n t era g enc y dis c us s ion S 0 f f 0 0 d aid programs

to ensure that high priority attaches to developmental objectives.

B. Title .... 11

The foregoing measur8S to enhance the developmental impact

of Title I food aid pY'Oflrams apply to Title III as well, particularly

those concerning integration, policy dialogue, and sounder program

analyses. Current efforts to increase the effectiveness of Title

III programs include the preparation of revised policy and program

guidelines l which will reflect the knowledge that has been gained

thr'ough the design and tmpl(:~rnentation of Food for Development

agreements,

C. Title II

Again, several of the aforementioned measures will have a

positive impact en Title II 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 Ti.tle II activities

into maternal ('hile! health, school f(~eding, 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 of activities. For example,

a proposal is being considered which would enable a voluntary

agency to support, through food and other inputs, communi ty

level productive enterprises. Thp 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 da~e suggest that a

fresh look at the indirect as well as the direct benefits of

feed i ng programs i sappro pr i ate. Nu: r i t ion a 1 impact , for

example, may be achieved in some cases hecause 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 II 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 rl~ograms in the same geographic area. Similarly,

nutrition education programs, funded in part or whole through the

development asslstance (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 numeJ~OUS and there is Mission and recipient interest

in undertaking them. They offer the opportuni ty 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 is possible to identify

modifications to the law which might be of value, the prevailing

view is that legislativ~ proposals should be deferred until the

effects of recent changes -- both in the law and in AID's policies,

can be ascertained.

VI. Financial Terms and Rates

We have examined the r'elationship of terms and interest rates

in Title I agreements to food aid's developmental impa 0 t, and in

this regard, the relationship between Ti.tl(~ I terms and those

applied in other concesslon:cil loans extended by the U.S. Government

to developing countries.

He llave exarntnerJ t-,h~'irnpl in;:ltions of altering Title I financial

t e r msand f' ate s a ~., a ~ e (' h n i que to i ndue e e con 0 rn i cpo 1 icy ref 0 r m

and action. While attr8ctivp in principle, we believe that our

a b i 1.1 t y to a chi e v r~ h() tl t (l () , In t, t' V P() 1 i (' If ;1 ct·, I () n 1:'1 il r I 1n (~ tl 0 n 0 f a
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far more complex set of factors, including the nature of the

country's economic situat.ion 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,

inc 1uding the I MF and the I BRD. Ad jus t men t sin in tel'" est 1'" ates

alone in P. L. 480 loans are not considered a very practical or

effect i ve means of encourag i ng such pol i cy act ion. Rather,

attention should remain primarily focussed on these other aspects

of our relationship with the developing 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

pol icy 1'" e f 0 l~ rn .

( c ) Gen l~ 1'"ali ntel'" nat ionalprae tice , f 0 1 J. 0 wed by m0 s t

bilateral donor's and multilatel'al agencies, is to provide food aid

on a grant ha~is.

(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

t i gh t terms whi ch it would have to bear over subsequen t 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 orincipally reflect the

long-term economic capacity of the country to service its debt.

While there ar'e no definitive indicators of this capacity, the

international community, including the United States, has long

recognized that per capita income is an acceptable, although

imperfect, measure.

The A.I.D. program provides its most concessiona1 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 concessiona1 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

gr'ace period and 3% thereafter. Comparable terms for middle income

countries are usually 25 years, 5 years gr~ce and 2% and 3% for

th~ gr'Rce 8nd amor't~.zation periods r8.:3pectively. 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 ser'vice 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 sug~ested that one reason that there are not

more Title III programs is that Title I has been too attractive as

an option ~- ~ile 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 III agreements.

The merits of such a position have been questioned. Most

would agree that our goal should be less one of negotiating

additivnal Title III agreements, per ~, than of insuring that we

obtain maximum effective developmental use of the combined Title

1/111 program. I' in an ir.dividual country this can be done equally

well with a Title I agreement, at less cost to the U.S., the fact

tha t we do not negot i ate a Ti tl e I I I agreement may be less

significant. The Congress has amended P.L. 480 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 deVelopment 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

mul ti-year commi tments 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 natiofiS, as well as other donors, may

concJ.ude 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 judged by the financial impact of our actions,

and would be suspect.

These arguments against altering terms and increasing

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 Bearin~_o~ the Establishment of Title I

Terms

(a) Review of this iss'Je has suggested the desirability of

establishing more explicit guidelines for~ setting terms in the

future. One objective is to maintain a reasonable degree of

consistency with the policies guiding the establishment of terms

applicable to other 8id 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 producti ve capaci ty and thus its abili ty to

service external debt. AID believes that a differentiation in

terms of Title I credits between low and middle income countries

should be established, wi th 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, wh8reby 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 Joans -- 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.

(c) 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.

GEeD guidelines call for an overall degree of concessionality of

each donor's a8sistance of at least 86 percent. In 1980, U.s. aDA

had a grant element of slightly more than 90 percent, which was

effectively equal to the average for all DAC countries. To qualify

as aDA, Title I loans must have a grant element of at least 25

percent, which is calculated as the credit extended minus the loan

repayments, with the oredit discounted at 10 percent. The U.S.

has long pointed to the concessiona1ity of its assistance as an

important measure of its commitment to support Third World

development. It is thus important that Title I not only continue

to count as aDA, but that its overall concessionality not be

signifioantly reduoed.

(d) Title I loans at less than 25 percent grant element,

even if not at commercial rates, would be ~onsidered 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 GO 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 year's ~ more than 15 percent down payment,

or at non-concessiona1 interest rates do not count tcward meeting

the U.S. pledge. Consequent.ly, the U.S. should continue to provide

suffioiently concessional Title I terms to allow food aid to

contribute toward meeting the U.S. pledge.

VI I • Y.J e_'1.E._ 0 f' . t h e P !:l.ya t ~~~ u. n tar y__~ e n c i_ e s
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Communications received from the voluntary agency community

are support i ve of efforts to increase food aid's developmental

im9act. The American Council of Voluntary Agencies for Foreign

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

1979. Its statement reads in part:

"In operating these programs we have as our
guiding purpose the development of human
potent i al . We s tr i ve to enable the world's
poorest people to lead lives free of basic w~nt,

and to have the strength and ability to rely on
their own selves for sustained development
within their families, their communities, and
thei r nations. Therefore, we try to use the
food commodities so generously ~iven by the
American people as developmental tool~.

Through the years the primary programming
mechanism for our food assistanoe has been
supplementary feeding pro~rams 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
feed i ng programs. On another level, we have
been able to use food aid programming to build
local insti tutional structures. The opportuni ty
to reach large numbers of people consistently
over long periods of time has been invalu~ble

in this regard; it 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

interest of the voluntary agency community in pursuing

developmental objectives 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 II programs with available outreach

grants.

We do not, however, concur in the sug~estion to increase the

Title III legal minimum of 1Si. 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 sug~estion 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,

wai v ing uargo preference requi rements, increased food purchases

in recipient countries or other LDCs, greater use of multi-year

programming, increased use of PL 480 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 programminp; in appropriate circumstances 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 0f legislative

enactments, coupled with a variety of initiatives by AID, have led

to heightened concern wi th and greater impact on longer-term

development problems.

The prominence of development objectives has been manifested

in a variety of ways:



44

-- Title I programs are bein~ 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 refol"m, 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 communi ty; 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 usa 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 prcduction 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 begun 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 objectives

and other important interests can be served at the same time.

Further 1 as we have detailed at length? manipulation of

financial terms and rates Hould have, at best, marginal

developmental impact. And undue har'dening of ter'ms could be

counter'proouctive in a number of' way~~; it Houlcl be misperceived

by LDC'S1 it Vlould 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 aDA assistance.

While we are confident that more can be ~c0nmplished1 and

t hat ~1 e can t akeg 0 0 dad van t a (1, e 0 f t h (; 0 PPCH' t U fl 1tie s for" rt chi e v in g

development through food aid, \,Je ItJoulc1 not want to suggest that

we ar'e sanguine. The exceptional logistical and administrative

challenges that such programs present, and the profound dilemmas

of food and agricultural policy that so frequently confront

developing CQI.,ntr': es, S\lgg(~~3t tf'lat om' confidcm(~(.~ must be tempered

by a reaJ.isti.c a~sessment of what 1,8 possiblev

We belie~e the Admini3tratio~ has performed creditably in

pursuing the developmental objectives of PL 480. In the Report

we reaffirm our commitment to strengthen the program's longer term

development impact. It is hoped th~t the rongress will support

our e f for t ~; and t h (~ c! t r 8 t ('- gY well a If e 0 U t 1. i ned .



EXHIBIT 1

Table 1 --Volume of Food Aid Contributions, Principal Commodities

Estimated
Commodity and Donor : 1973/74 : 1974/75 : 1975/76 : 1976/77 : 1977/78 : 1978/79 : 1979/80 : Allocations 1/

1980/81 ; 1981/82 21

1, 000 Metric Tons

Cereals : 6,041 8,392 7,116 10,900 1/ 11 ,000 1/ 10,896 2/ 9,185 9,185 9.400

Argentina : 10 20 0 22 32 30 38 48 SO
Australia : 222 330 268 230 252 312 304 350 400
Canada : 486 494 1,034 1,176 884 735 699 600 600
E.:ropean Community !!../ : 1,208 1,413 928 1,131 1,488 1,240 1,194 1,650 1,650
Finland : 17 24 25 33 47 9 14 20 20
Ja~n : 350 182 33 46 135 352 688 567 625
SONay : 0 0 10 10 10 10 37 40 40
Sweden : 65 316 47 122 104 104 98 90 90
Svi tzerland : 33 29 35 35 33 32 32 27 30
United States : 3 , 588 4,131 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 Products : 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

:
~~ = Not Available.

11 Allocations are for the budgetary period of each country.
2/ Preliminary, unofficial estimates.
3/ 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/ Aid from European Community and its member countries.

Sources: FAO, U.S. Agency for International Development. and USDA.



EXHIBIT 2

I-Hstorical Surnnlary of P.L. 480 Exports by riscal Ye8r
(Milfions of Dollars and MilHons of Metric Tons/Metric Ton Grain Equivalents)
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EXHIBIT 3

\ -

Value of U.S.. Farrn Products Shipped Under PilL.. 480 Compared
V\!ith Total Growth of U..S. Agricultural Exports
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PREFACE·

At the request of the Administrator an inter-bureau
Task Force, including IDeA 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.I.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 linking the
resources A.I.D. can draw upon for accomplishing
its policy 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 include ~olicy implications for u.s.
participation in multilateral organizations that
provide food and agricultural assistance.

This ~tatement supplements the A.I.D. Agricultural
Development Policy Paper of\June 1978 by providing
a focus on major elemenfs of A.I.D. policy.



"Increasing food production in developing countries

is critically importnnt -- for some. literally d

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 Philaqelphia, October 15, 1981.
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F'ood product; on and conslunpti 011 pY·osp.ects in'£: seri OU 51 Y dated orat; n9

in a number' of row··income. food~deficit countries. The ba~dc causes of

continuing hunger and malnutrition in these countries are inadequate food

ava 11 abil i ty and i nabil i ty of the rna 1r10U Y'; shed to pu\",chase or otherwi sa

acquire and consume the food they neeC: •.Y \~hi1e this chronic deficiency

receives less attention than outright starvation, it has a far wider

impact on human lives and pt"oductiv; ty"

Real progress has been made toward food and agricultural self-reliance

in a number of Asian and Latin American countries, but many other ",:ountries

remain beset with serious and precal'ious pr'oblems. ~1illions in Asia, Latin

Americ~, and the Near East an~ still impoverished and malnourfshed. A

deepening food crisis with cnY'onic farrrfne cond'ltions in some ay'eas is

developing 'in sub··Saharan Africa) wheT'€! pel' capita food and agticultural

production continue to dec'line in a majority of countries.

Future prospects are i nfl uenced by two maj at factors: popul ati on growth

and incorne growth. About 90 percent of the almost two billion increase in

world population projected for the year 2000 will occur in developing countries,

many of \vh 'lch are unab 'j t: to i1SSliY'e adf:qua te food suppl i es even for thei r

cur-rent populations. Continu1ng per capita incomH grQ1Hth in the middh~y·income

and advanced developing countries 1s expected to generate substantial increases

in the demand fOl" basic qnlins fo.,.. din~ct f'lJ.i'l)i;;;? consumption and fay' livestock

production. Unless the p.,..oduction of major staples and/or other agricultural

during the 1960-75 period, and un1es5 the ~ffective demand of low-income

1/ Inadequate nutrient absorption linked to disease and poor sanitation is a
s')cj(lificant awci"' ,ary UWSf:~ C$~H:'Ciai1y Cttlwn-::J infants and crdldren&
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fami1 i es f s increased through broad-based growth, a deterioration tn per cap1 ta

food availability and consumption, especially in low-income countries, may occur.

This is a grim picture, Jut it is by no means hopeless. The experience

of the last 30 years 5110\'/5 that carefully pl anned and admi ni stered econcmic

assi stance, when combi ned \'Ii ttl the fundamental e~:forts that a goverrment and

its people must themselves undertake, can establish a dynamic, self-sustaining

food and agricultural 5ystem. U.S. assistance in the fonn of scientific and

management expertise, and food and financial aid, has made critical contribu-

tions to the creation of such systffilS in South Korea, Brazil and Taiwan and

to emerging self-reliance in countries such as India, Thailand and the

Phil i ppi nes •.?/
Experience over' the last three decades also snows that dynamic agricul-

....
tural growth is in most count7~ies a necessary though not sufficient condition

for broadly-based overall economi c gro\l/th that perm; ts the conquest of hunger,

malnutrition and sustained improvement in per capita living standards.

Broadly··based and shared economic grmvth, along with the effective provision

of voluntary family planning services~ \'fill also bring about a reduction in

rapid population growth. The United States should continue sustained support

of efforts by the enti r(~ donor and i nternati ona1 communi ty to hel p develop; n9

countries achieve these goals.

?:.! Self~t··f.~liance in food is defined as the abil"lty of a country to assure
continuing food secur'lty to its population from a combinatiQrl of domestic
production and importation of food at commercial terms paid from foreign
exchange earnings. Shol",t-run food security implies the ability to main...
tain nor'mal consumption leve'ls in trle face of an emergency food shortage.
Long·· run food secu ri ty is defi ned as the abi 'Ii ty of a cou ntry to assure a
nutritionally adequatE food supply to its population on a continuing basis.
Several of the countries mentioned above have clearly not yet achieved
]~-r~.I! food secur1 ty in tenns of nu td t1 ona1 adequacy. See p. 16 for
further discussion~



The P~sident of the Unit· States has recently highlighted the importance

of developinu country food and <.!gricultural problems and the l·o1c:! the U~S.

3/is prepared to play in helping countries resolve these problems.-

I. OB~)ECTrVES

The overall objective of United States bilateral economic assistance is

to stimulate in developing countries broadly-based 3 self-sustaining economic

growth that promotes international peace and stab'i1ity and that assists people

to conquer poverty, hunger J illness and ignorance (see Sections 101 and 531

of tbe Foreign Assistance Act).

countries to become self-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• 1-"c r:!.~ ased .["..2 0eLav.2J...!..9..~jJJ..!i. ~ t hr au 9h ;

increased agricultural production» with an emphasis on increasing

and sustaining the productivity, incomes and market participation

of small farmers) v/ith special attention to food pr'oduction;

greater economic efficiency in the marketing and distribution

of agricultural and food production, exports and imports; and

expo nded pY'oduct i V(~ emp'l oyment arid incomes of men, and women who

at present lack the purchasing power to obtain adequate food;

~ll Of particulaj~ r'elevance ar'e the "Remol'ks of the President to the ~Jor'ld

Affairs Council of Philad(~lphiall 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~ Hexico.
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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 exter~al

sources to those facing severe malnutrition and temporary food

shortages (i.e., a short-run lack of food security).

A.I.D. will seek to concentrate assistance for food and agricultural

development in countries that share these objectives and are committed to

an appropriate poli~y framework as elaborated in the following section on

"Elements of Policy."

In supporting the objective of food self-reliance, A.I.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 comparat'lve advantage eXists.~V As in the case

of domestic food production, the employment, consumption and nutritional

implications of export expansion will also be considered.

II. ELEMENTS OF POLICY

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

food and agricultural development objectives:

1/ In determinir.g 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.
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1. imErove country pcl!~ to renov~ constraints to food and agricul

tural production, marketing and consumption;

2p Eevel op hum~s and .1 nsti tutional. capabil i_t!.~1f especi ally

to generate, adapt and apply improved science and technology for food and

agricultural development;

3. expand the role, of de~~"Lopin.9. count~y priv~te sec~2.!:.?. in agricul

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

sector in ass~ting thi? expansio~; and

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

i ncludi ng prov; s'l on of PL 480 foosL.~..1 d ; n a way that contri butes to the

other three st~a.!~ elements as weI 'I as meeting food security and

nutri ti onal needs.

Each of these elements is intended to increase the effectiveness 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 in most developing countries.

The United States has strong technical competence in identifying and

solving problems in food and agriculture. Maximum utilizat'!on will be made

of thi s competence. A. 1.0., otheY' el ements of the U. s. Government, such as

USDA, cooperating univer'sities and private sector organizations are prepared

to make a ~~te rm comm; tme~~. to help those countt'i es prepared 1i kewi se to

make the requi site po 1icy and resourc(~ comrn1t:.rllents.

A main thrust of the policy is on the development of a domestic

.human__and ..!~~ti.-tLJt~~_nal cap,acj_~r tho,t pey'nr'ts a county·y to develop and apply

food and agricultural science and t(~chnol09Y. Th'l!; i"(o;cognizes, the location-
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specific requirements for the effective applicat'ion of improved agricultu,ra.l

techno'iogy. However', the policy also requires a more vigorous effort by

A.I.D. to support the identification» transfer 2nd adaptation of existing

~_qeriate t~chnol~i~.p as well as the development and application of

improved technologies through ~2<Jst1D-9...J.D..~tit~.tions in the United States

and devel api ng count ri es. These y'ecommendat ions recogn i ze that the con

tinuing advance af agricultural techno~ogy, 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 policy, A.I.D. will encourage countries to promote

~~j~cJ.g~j_Q.~. in food and agricultura.l development by the large majority of

rura 1 producers and work ers, m~_~!]j-1~~~n.!~r.» th rough:

broadened access to production incentives and resources, inclUding

land and water, as well as opportunity to take advantage of education

and training and other productive services;

'i ncreased product 'j vi ty» employment and i ncomE~S; and

expanded involvement in making poli~y and program decisions,

including those affecl:'in~J the development and operation of institu

tions that affect their productivity and well-being.

The policy also includes a.n emphasis on effectively increasing the

productivity~ inr;onl(~s and market piH'tic:ipation of srr~J2...r_odu_cers. These

producers cornpr-ise the gy'edt rnajor"Hy of rural economic units in most countries
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and are thus important fOI" both i ncrea$(~d food product; on and consumpt i on.·§.!

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

economically efficient manner relative to large farmers. Furthermore, the

demand fOI~ goods and services by the bulk of small farmers and their

families who participate in market sales and purchases may constitute an

import ant st imu 1us to off-fa rm rura j enterpri se and the generat i on of

employment opportunities for landless laborers and for families engaged

pri ma ril yin subs i stence agri cu lture.§/ Improvement of the emp'] oyment

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

for improved food consumption in many countries.

A• ..!l!!R :"0 Ved Caurl~.!'..Y...E2.U..£.i..e s~

The success or fa 1"1 ure of the development process ina country depends

heavily on its policy framework and the determination of the country

itself. External as:::istance, while helpful and particularly critical in

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

.~/ The defi ni t i on of a II sma 11 producer ll wi 11 va ry fy'om country to country
and region to region within count~ies. Influencing factors include
sectoral (agriculture or industry), sub-sectoral or commodity mix,
soil quality in the case of agriculture, etc.

!i/ Of particular interest to A.LO. are those small producers whose
!!1a rketab 1.e s~!!PJ.l~ can be i ncr'eased. It is recommended that a paper be
prepared to analyze the extent to which increased production by commercial
and/of4 semi -commerci al famlers in devel opi n9 countri es wi 11 al so meet
enlployment and food consumption objectives through increased employment
on such fanns and indirectly through stimulus to off··farm rural enterprise.
Although available evidence confirms the relatively high economic efficiency
of small fannet4 s, the question is complex. An analytical paper'might
explore further this question as well. In his Philadelphia World Affairs
Council remarks, .£f!..~ ell .. , PresidE!nt Reagan "Indicated that the focus of
American food and agrlcuitural development assistancA will be on "ra ising
t~H~ productivity of the small farmer', building the C<ipacity to pursue
agricultural research and~timulating productive enterprises that generate
emp1oyment and purchas i"9 power. II
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and agricultural development objectives" 1.£.l!.~.d .~.!rX...E0.1icies are funda

mental to agricult~ral 9!owth and_to~,~"~~c~l~~ ,~f_~xternal economic

assistance. An appropriate policy framework is 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 produ(;~ i ve opportun it 'ies for emp1oy

ment, saving and investment; and

2. g'ives sufficient priority to complementary public sector investments

in rural infrastructure and institutions that interact effectively with

r~ral populations and complement and encourage rather than compete with

healthy private sector gro~{tho

Incentives are affected by direct attempts by government to influence

the prices of food or agricultural products and in~uts, but in many countries

macro-econumic 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. FurthennoY'e, a wide range of

government-promulgated regulations and privileges affect equitable access

to such resources and services as land, water» credit, extension and

rna r"k etin9 f (l Ci 1i ties • Ib~~..J ..~,J~="~jJ_?_~~ (),~1§~9-~p.Q}j. c i e..:?-,j~.!~.-J!.~~~,r..£,L~.,9I; cu1

l.~.El....gr 0Y:!.0~_~lE!_Q_~~~_._b.~!.:~.1~~ __.e5~_0 r__~L.~ x~.lud~!l,U~em _from accesst0

.PI.?d~.£1.i~s;_.!.§~~g~!:.~.~_~? __':1.!l.q",•.~~P,:,_?1.~~1~!_~1·

Essentia'l public ~;ec:t()r "investments are genen.lly 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! hi9r, cost t un~>?r·tai(j Or' 'lo'w returns in the shart run, and/l1r
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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 is often acknow'~dged.

As part of its deveioprnent assistance programming, A.I.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 p'lann~ng capacity will also be provided.

As part of its concern for improving the quantity and quality of

food consumption, A.I.D. will continue its efforts on how to integrate

effectively t.he impl ications of .nutr.itiona). problems and practices into

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

concern inc ludes but goes far beyond spec'l al ized efforts to correct speci

fic nutritional deficiencies (e.g., Vitamin A, iodine, iron). A concern

for nutritional implications will be included in dialogue on agricultura'

p01fc1es and in the design of ass;)tance for plan"inq and policy analysis;
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agri cul turaT research and extensi on; education a.nd trai n1 ng;' mar\{eti ng and

processing; and food aid and food $ecur1ty~ It will also 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.I.D. Nutrition Policy

Paper in preparation.

B. Developmen~ of Human R~sources and_ Institutional C~pacity

A major priority of A.I.D. pol~cy is to assist countries develop and/or

strengthen ~rivate and public institutions dealing with the host of tech

nical, administrative, economic and social 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. Furthennore, 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

servi ces needed to i ncrea se thei r producti vi ty, ; ncomes and well

being; and

increase the absorptive capacity and effectiveness of external

ass is tance, thereby fos teri ng dE::ve 1opment that conti nues 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 j often requires

a long-term c?mmitment and__~foC! -- e.g., ten years or more -- from A.I.D.,

t.~e host country, other donors and coopet'ating organizations (universities,
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PVO's, etc.). Missions must provide a sufficiently long-term assessment of how

A.l.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 agricultura~ 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

tech~ologies to location-specific conditions. The need to develop new

technologies and strengthen institutions is especially critical for the

large areas of the aeveloping world that will continue to be dependent upon

rain-fed agriculture.



- 12. -

The~~ are tmpor-tant interr-elationsh'ips between country policies and

institut~onal developlT'l€nt.. Institutions develoPt implement and monitor

policies that profoundly affect food and agricultural Jevelopment. At the

same time, the pr~cess of institutional development and of science and

technology transfer', generation and appplh:ation should be guided by a sound

economic policy environment which reflects market forces. If 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)

product ion incentives alone are not usually sufficient to yield sus~ained

advances in agr~cultural production. A continuous stream of productivity

increasing, cost-reducing farm technology is also required.

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

J.2!)'~l:.~e~2lI~~i...~, to he 1ping count ri tlS deve lop the i nst i tut i ona1

capacity for food and agricultural planning aAd policy analysis; basic

and adaptive reasearch, education and training; and disseminating

improved technology and related information in a cost-effective

manner.

Social scientists (e.g., economists, anthropologists, development

planners and policy analysts) al1d physical alld biological scientists

and techn i c i ans f~'Offi devF? 1fJp'i ng count roi es and the United States will

work together to conduct applied research and to develop individual

and institutional capabilities intended to increase the productivities

and incomes of the broad majority of rura'j producers.
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u.s. universities will marshall their best talent to playa major role

in implementing A.I.D. assistance for food and agricultural institu

tional deveiopment. Other U.S. government 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 increase 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 involving farmers;

research and control of debilitating human and animal diseases that

cons tra in agri cul tural producti vity; and regul ar feedback to resear-chers

of farmer experience with improved technologies.

A.I.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~rivate enter~rise in the

provision of agricultural research and the dissemination of improved

technology as well as in the processing, preservation and marketing

I of agricultural commodities (see following section);



- ... r"es.e·~rch and ather" tnstituticms th&t expand. access by Tow-income.

1!!l~!.9~~r'·s~ to improved technology" p)"oductive r~esources and

servi ces;1J and

voluntary institutions that mobil'lze local efforts for agricultural

and social developmentJ

Local institutions) inc1uding fal~mer organizat'ions and land tenure

arr'angements r can a1so be cr'i t i ca1 'i n as sur; ng t hat the maj or; ty of farmers

benefit fre,n improved tf~chno'logy and infr'1.istructure. Clarity 01 '1wnership

and title is critical to stimulating increased capital investment (and

therefore product i on) at the 'j eve 'I of the 'I nd; vi dua 1 fa rmer.

Consequent'!,)'? A..LO. \'1111 give favorable consider'ation to requests ,for

assistance in the fonn of feasible projects 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-

aueer's that hel p aSSUy'e access by farmers to resources and services

and, thr'ough far-mer' invo'ivement p impY'ove the efficiency of such

activities as irrigation utilization and maintenance.

institutions are to be effective. This means adequate training for professional
_~~.c.r"-,,,_,,uu<......_ ...,o,r.r~_.,,, ....._,,"V.~......_.J'.l-'-'~<""."'-"""'''''_''''''"'''' ,_~r.".=_".~"'"''''''

1\&:100. \'11 '11 support:

2/ Section l03A of the Fare~4n Assistance Act reqL1res that agricultural
research Cd r'('l f:;d out"''''u-ri(j€~·)~-l]l'E;·'"A·CT·~·t 2i'(e'-'a~Ecount of the spec i a1 needs of
small 'fanners 'in setting l'E!sear'ch pr"iol"ities, as we'l1 as support research

. on the various factors affecting small farmers~ and emphasize field-
t J " d D,~:; - 'A" lr ,,',' C' f'O "'\ 'j " 1 "" ,; C) ',- . 'esi.: lng an. r<::,~,tdl t<ll IJ l,)~)f,~:,.,r 111.,1,."11,,
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in-country training of scientists, technicians, managers, extension

agents, and also farmers and skilled workers in food and nutrition.

and agricultural and rural development. with ex~ansion as necessary,

of in-country training facilities;

external training, in the United States or third countries.

Important in these rega rds, is the .§J?§£i al-!.£.~oncern for women,

including their role as agricultural producers, workers, and family food

providers. Greater efforts are therefore Y'equired to expand opportunities

for women co serve as administrators, scientists, technicians, extension

wij'kers and other food and agricultural professionals. A.LO. will provide

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

research and analysis;

planning and pOlicy dialogue;

design and implementation of institutional and human resource

development and other programs; and

A.r.D. staff recruitment, training and placement.

C. Expanding the Rol~ of Developing CouQtry and U.S. Private Sectors

Private sector business enterprises t including farmers and manufacturing,

trade and s~rvice firms, account for the bulk of food and agriculture-related

economic activity in many developing countries. Non-profit private and

voluntary organizat'ions (PVOls) also make significant contributions to food

and ;;:.Jricultural development in many countries, as do univel'sities (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).
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Given an appropriate policy envtronmerrt and the complementary support

of pub1i c sector ins t i tut i cns and phys i Cd 1 i nfrast ructure t the pri vate sector

can canst i tute a .sf1ramis-effi ci ~.!lLanUnnov~t i ye rna ins pri n9 for food and

a9ricu~~ural_~e~M~' Furth£nTIore, most private sector rural enterprise

in developing co~ntries 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 potent~'l of the private sector to contribute to

food and agricultural development requires lttention to:

governm(!nt po 1i ci es and regu 1at'j ons 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 infonnation t credit t

infrastructure) services and materials.

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) po"licy and management reforms that give public enterprises a

greater m9-rke~ ori~!.~":U':2.~ and put them on a commercial basis; (2) encourag

i ng greater~ cornpet it ion from pY-i'late enterpri ses in the same spheres; and/or

(3) turning public enterprise manage0ent and/or assets over to the private

sector.§./

§.! 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 spottYt how
ever v and the cost has been high. Private sector alternatives, includ-
i ng increased on-fa Fin 5 tor-age capaci ty 9 need more attent ion.
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A. I .. D. wi 11 :

identify pr'ivate and !-"ublic sector institutions s slich as banks p techni

cal institutes, and trade and marketing associations, through which

tec,hn i ca1 and fi nanci alas sis tance can be effect; ve ly pravi ded to

private enterorise;

engage in di al ague wi th governments on changes in po "1 ci es and other

regul iJ. ci ons to encourage and s tY'engtl1en priva te sector development,

including small and med'fum-sca'le entl?rpY'ise; and

where appropriate, help countries '!mprove the efficiency of public and

pa ra- s 'tata1 enterpri se engaged in food and ag ri cul tura l-rel ated

act;v;~ies. This is a ccmplex issue that will be addressed further

in a separate paper.

A.LD. also encouraoes utilization of the irvaluable skins and_________..::2 .._.__~ ...'4 _

resources of the Ame~2-~~'-..Pr!vat~...?ecto..c -- of agribusiness enterprises, other

firms and consultants t universities, cooperatives and other farmer organiza-

tions, and private and voluntary oT'ganizations

food and agricultural development.~/

to stimulate broadly-based

-- A major effort I be made to involve U.S. business finns in

~ tr~.!~~_!ben;n[__de~!:l-~.p.; ng COWl t!1._E!:.i va:!:..~rprJ~se.

A.IuD. win develop mechanisms and processes to facilitate the involve-

~en: of the U.S. private business community in food and agricultural

I deveiopment, including technica'i assistance and training as well as

di'('e~t and joint in'les·bnent.

9/ U.S. universities l1/i11 be used pr';ncipally in support of A.I.D. policy to
develop and strengthen institutions and train people serving agricultural
and rut'al Jevelopment as set fortI' in section B above. Such universities
May also be utilized to support and strengthen the role of the private
sector, including such activities as training, technical assistance, and
joint efforts with PVQ's and other public or private institutions.
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Private and voluntarx..J!!:a~!l..~i.2nf~.c~y'OsJ have a number of eot~ntial

streng~.h~.for assisting food and agricultura"f development. PVOs can be

effective in developing local institutions that Qrganize local energies to

provide both development and social services and productive inputs. Com

pared with the public sector, they often provide flexible, low-cost

approaches 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., I.O. 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 effective developmental assistance.

o. Pr 0 vi di!lLE..o_od-.Aii....'!.~~.I?..~~!..l~: c~I~~!X.:'

Food security considerations have played an increasingly important

role in internat~Jnal discussions of food Jnd hunger. The :oncapt of

international food security implies assurance world-wide of regular and

adequate basic food supplies.

In emergencies or dire food shortages i national food security requires

adequate capacity to channel available food supplies to popula~ion groups

experiencing severe food shortages. so as to maint.ain normal consumption

levels. In the longer terrn p the Q.d";ev(~ment of national food security requires

a countr'Y to be self··reliant in food and agriculture, to be capable of

assuring its population a continuing, nutritionally adequate food supply

through increased domestic production~ more efficient distribution 1 expanded

purchasing power and international tln('de~ and a healthier and better informed

population.
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While external assistance can he'lp accomplish these objectives" the

responsibility for food security, especia"lly in the Tonger term, is fundd-

mentally that of each country. In the short term, intet"national food

assistance -- led by the United States as the ~orldls largest food aid

donor -- plays a vital role in assuring food security.

The Uni ted States has _agreed to -!?S£~~ H2J~edge -Cl...f food~isLimder the

International F~od Aid_~n..'::'.enti2~~~~~u..ona.l.Jl!:~r.es~cye~- 4 million

tons of U.S. Government-owned, privately··held whe~t, of which 300,000 tons may

be used for disaster relief in anyone year ~~aLdl~$s~f~U.S. domestic supply

d -t ' 101con 1 "Ions.---

PL 480 food aid can be a valua~~d~~l£p~~~~s_~urce_f£r_ augmenting

1oca 1 product i on, enhanci n9 shor~-2~19!'.9.:-term_ foo<!.'Msec~.i ty_~~E.

reducing malnutri~Q~, providing it is made available under conditions

that support rather than discourage domestic food and agricultural production.

PL 480 food commodities can enhance food security through augmenting domestic

food sa 1es and di st ri but i on programs and may a1so be used to help, buil d

'national food reserves. Local currency generated from these food sales
------_.

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

A related question is the extent to which it is feasible and desirable
for a .de~el.2.J2j.n.9. country to hold fQ£d~ y'e5erVes as opposed to .finall_~.!1!l reserves
to meet short~teril1 food security pro61ems. This is a complex questlon that
depends upon a range of factors, including the size of the countr.y,
its location relative to international sources of supply, the nature of its
comparative advantage for domestic food production a,ld 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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provides f1 nanc1 aT reSOUFCes to assi st wi th developmefit of food and

agrtcultural institutions and,infrastructure.

A.LO. seeks to improve the impact of both PL 480 commodities and local

currency proceeds on food dnd 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.I.D. 's strategic emphases to improve country

policies, develop twman and institutional capacity and enhance the role

of the private sector in food and agricul tural development.

The negotiation of PL 480 agt"E~ements is an opportunity for discussion

of these issues ltd th country governments and for including broader

policy issues such as agricultural rricing and overall policy toward
,-

the pr; va te sector. Pol icy di al ogue on PL 480 mu s t l~each a9 reement on

supplying and/or conditioning food aid in a way that avoids disincen-

tives to increased food and agricultural production through food

subsidies or lowered goverrmf:'nt priority to comestic production. A.I.D.

will pursue such policy dialogue in the context of total U.S. assis-
_~ ~_~._.....t:........._ .... •

tance to the C_!?I~_.

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 thi? employment and employability of the

lowest inccrne groups. A.LD. win continue to give greater emphasis in the

use of PL 480 T1 tl e I I r'1:?sources to or'ograms that have been shown to have

greater nutr'itiona'! 'Impact, such as maternal-child health combined with

nutri ti on educa ti on prag rams j rather than schoo'l-feed; ng programs, and

encoura9~ PVOs to des ign and impl f?'inent Titl c II programs so that govern...
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ments and local communities eventually assume responsib.ility for them

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

III. PROGRAMMING IMPLICATIONS

United States assistance strategy at the country level requires multi

disciplinary analysis of the policy, socia-economic, institutional and

private sector settings for food and agricultural development as well as

a long-tenn 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.I.D.ls 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 USAIO 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. 1.0. I S port fa 1i 0 will be "mortgaged" for peri ods of a decade or so. But

this is "mortgaging" consciously undertaken becal.:.;::- of its positive develop

ment a1 impact.
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Tecttnic.dT assi stance in the fo nn of, ,tra1ni"9 op2ortun i ti es 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.I.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. Government agencies.

AID will also draw upon technical assistance from other developing countries

as ~ell as on the food and agriculture development experiencp. of the U.N. Food

and Agriculture Organization (FAD), World Food Council (WFC), International

Fund for Agricultural Development (IFAD), World Food Program (WFP) and other

don,Jr agenci es.

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, ;n the implementation of

A.I.D. food and agricultural development policy.

A.LO. will also provide, un~er' ap"'p~!"opria~e conditions, capital ass;s~

tance, food aid, agricultural o~ other enterprise credit and/or commodity

assistance. C~pital assistance in particular is often closely linked to
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policy and/or institutional ilTl'provement in a proj'ect - ~.g., capital assts:

tance to construct or rehabilitate physfcal structures of an irrigation

system linked to technical assistance for improved water management. Similar

linkages 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.I.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.I.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 low-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 is making maximum and/or increasing domestic

resource mobilization efforts.



- 24 -

IV. CONCLUSION

The fulffllment of this policy requires long~term commitment 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

commitment to the policy, significant accomplishments can be expected

over the next twenty years. Hunger and suffering will not be eliminated,

but a significant number of additional countrfes will have become self-reliant

in food and able to assure food security for their populations.
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FOR ;TS 'ROQR~ CONCENTRATION DECISION; AND Ul nAnI'
rtsTs GREATER )~tCIFICITY ON THE LINKAGE IET~~EN STRA'
TIGY AND PROJECTS. COSS STRATEGIES SHOULD rORnULATE
FIVE YEAR GOALS IIMICN CAH IE EVAlUATED.

PROhOTING BROADLY lASED ECONO~IC GROVlH CONTINUES TO BE
AID'S "AJOR OBJECTIVE A~P SHOULD at THE PRIKARY GOAL OF
FULL COSS SUBMISSIUNS, UPDATES, lND STATUS REPORTS.
nOREOVER, "ISSIONS SHOULD KEEP CLEARLY 1M ~IND THE
CONGRESSIONAL MANDATE THAT 'IT IS DECLARED TO ~E THE
POLICY Of THE UNITED STATES TO ENCOURAGE THE EfFORTS OF
OTHER COUNTRIES TO INCREASE THE FLDV OF INTERNATIONAL
TRADE AND TO FOSTER PRIVATE INITIATIVE AND COffpETI·
TlON.•E.'"12 10'U
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AIDAC fROM hCPHERSON, AID ADMIHISTRATOR ANO ACTING DIR IDCA

E. O. l1n~: NIA

AID ACTIVITIES MUST CREATE TNE NECESSARY CONDITIONS 'OR
S[l r-sun AINED QAOVTH III SUCH A ~AY THAT THE POOR
PARTICIPAl[ IN lNO UNEFIT FROK THE QROVTH PROCESS.
AID RESOURCES ~ST BE USED TO RELAX KEY CONSTRAINTS
INHIIITINQ THE BROADLY BASED QRDVTH OF ,nOOUCTIVE
SKILLS, CAPACITIES, EI1PLOYN£NT, AND INcoms \IlTH~N THE
LESS DEVELOPED COUNTRIES. IN OUR VIEII, THE MOST 11110R
TANT CONSTRAINT~ TO BROADLY BASED DEVELOPMENT ARE
III LOC GOVERNI1£IlT POLICIES \lHICN IN"IBI1 THE OPERATION

OF fREE MARKETS, DISCOUHGE PRIVAT£ INVESTK£NT, INHIBIT
RESOURCE MOBILI2ATION, AND ALLOCATE RESOURCES IN'~fl·

CIENTLY; ttl LDe POL ICIES IIlUCH MAXE LESS THAN BIST USE
Of LlftlTED GOVERNhEHT ~ESOURCES IN SUCH ARtAS AS AQRt·
CULTURE, IUIGATlON, HEAlTH, POPULATION AND EDUCATION;
Ul tH[ WlAKHEtS Of HUIIAN AND INfTITVT/DNAL CAPACITY
Nl~EI'.\RY TO COhPLIKENT PUILIC AND PRIVATE INVESTHlNT;
141 ALACK Of CAPABILITY TO D£Vnop AND SPREAD NEW,

APPROPRIATE TECHNOLOGIES THAT WILL 80TH I.CRE~SE

E~~LOYr~KT AND RAISE T~[ 'ROOUCTIVITY AND INCOMES OF
LAlOR, AND ~l LIMIT£D PRIVATE SECTOR ACTIVITY.

UGS:

SU8JECT: fY 1911 COUNTRY DEVELOPMENT STRATEGY STATEK[NT
(COSS)

RErS: lA) CDSS GUIDANC~: A·3U, SEPTtI\8[R ISH

CONSEOUElO't Y THE AGENCY ~ILL ADDRESS THESE DEVELOl'K[NT
CONSTRAINTS THROUGK PROGRAMS TO ENCOURAGE POLICY RE'
rORK, TO IKPROVE TN[ INST ITVTI OIlAL CAPAC ITv Of LDC'S,
TO DEVELOP AND SPREAD NE~ TECHNOLOGIES, AND TO INCREASE
THE VITALITY ~F THE PRIVATE SECTOR. MISSiONS SHOULD
ACTIVllY EXPLDRI PRIVATE SECTOR Al,TERNATlVES IN EACN
UEA or SUS'FUHCT 10NAl COMCENTRAT lOll.

1. INTRODUCTION: COSS IN PERS~£CTIVE

IN PLANNING fOREIGN ASSISTANCE PROGRAMS MISSIONS MUST
RECOGNlZE THE HIGH PRIORITY THIS AOKINISTRATION ATTACHES
TO THE REVITALIZATICN Of THE U. S. [CONOhY AND THE
CORRESPONDING NEED fOR FISCAL RESTRAINT IN ALL FEDERAL
PROGRAMS. AID IS NO lXCEPTION TO THE RULE THAT \I[ hun
LIV£ ~I TH IN OUR hEANS; I/[ hU=' rOCUS OUR RUOURCES rtORI
EfFECTIVELY IN TEXNS or DEVELOPMENT AND OTHER FORE ION
POLICY CONSIDERATIONS. YOU SHOULD THERErORE rDRKULATI
CDSS STRATEGY WITHOUT EXPECTATION Of "AJOR fUNUING
INCREASn. INDICATIVE PLANNING ALLOCATIONS (JPA'SI
VKICH REfLECT OUR PROJECTiON or RESOURCE CONSTRAINTS ARE
CONTAINED IN THE LA'T SECTION or THIS MESSAGE.

IN KEEPING ~ITN THE NEED TO UTILIZE LI"ITED RESOURCEs
AS EfFECTIVELY AS POSSl8LE, THE AGENCY IfUST INCREASE ITS
CONCENTRATION ON PROGRAK AND PROJECT IhPLEhENTATION.
OIIR PERSOIINEL RESOURCES MUST BE FREED UP FOR ARtNEI/[D
EHORT IN THIS AREA. IN TNIS CONHECTIDh \I( SE[ THE
COSS EVOLVING TDI/ARD A OIlCUKENT It'HICK: III COVERS A
PERIOD or TIKE or UP 10 rlV! YEARS ONCE THERl IS OEN
ERAL Aor I(NT ON STRATEGY; (21 INOICAT[S COHctIlT~ATION

OH A Lill. TED NUKBER or SECTOU AND SU!'s[CTO~S THA' ARE
APPRDPlllHE TO THE COUNTRY SITUATION, AGENCY PRIORITIES
AND RESOURCES, AND SfEWIES THE MISSION'S RAfIOIlAJ.[

THE SAS'C ORGANIZATIONAL STRUCTUR£ or TNE CDSS AS pRE
SENTED IN REf A REMAINS VALID. THERE ARE THREE SECTIONS
SECTIONS' ANALYSIS, STRAHGY, AND PLANNIHG LEVELS. THE
COSS SHOULD ANAL TI[ THE CAUSES Of POVERTY AND THI-OISTA-
CLES TO IROAOlY-SASEO GROWlH ~ITKIN EACH COUNTRY. TKEsE
OISTACLES KAY INCLUDE SUCK CO~TINUING CONCERNS AS SHORT.
AGE Of PROOUCTIVE LAND, LACK OF CREDIT, ETC., AS WILL AS
THE AIOVl KtNtlOHED CONSTRAINTS INVOLVING: THE COUNTRY
rOl.ICY FUhE\IORK; THE ~OLI or TNI PRIVATE HCTOR; HUIIAN
RESOURCE AND INSTITUTIONAL CAI'ACITYI AND SCIEHCE AHD
TfCMNOlOGY DIVELOPMENT ANO TUNsnR. IT IS IKPOIIUNT
THAT THESE TOPIC1, VHERt APPROPRIATE, ARt INTEGRATED
INTO ACOMPREHENSIVE ANALYTIC STRUCTURE THAT TIES
'K"ROVED PERfORMAMCE TO REDUCTION IN THE CONSTRAINTS.
VKILE THE ANALYSIS SHOULD NOT ENPHASIZr AC1UAL SECYORAL
ACTIVITIES, IT SHOULD INDICf.TE PARTICULAR SECTORS \IIlER~

PIRFGRnANCE IS ~AK AND DISCUSS THE REASOKS rOR THIS
II£AXHltSI POOR ~ERrORMAHC£ IN ANT $feTOR IS LIIIEL Y TO
HAVE ASTRONGLY NEGATIVE ErflCT ON BROADLY.IAStD
QROVTH.

OtlCE THI Af4ALYSIS SHYION HIlS IDfNTIFltD TNt K[Y
OISUCLU TO IROAOL Y'USED QROlm, THE STRAHQY stGTIO~

S"OULO D'SCU$S THE ~AY IN ~ICN THE nISS/ON INTENDS TO
DEAL ·.;,TK THOS[ OBSTACLES. THIS IIOUlO INCLUDE A DIS
CUnlllll Of IIMICK SECTORS AHO IIIlICH ACTIVITies HAVE

. UO'N,C.~ ASSrp, rED



if£LEB.RAM

THIS ADIIIMISTRATION IS C01l1l11T£0 TO TH£ PRINCIPlE
THAT AID AND THE p~IVATE SECTOR CAN AND MVST COOPERATE
IN DADEP ro MAKE IIEAHINGrUl PROGRESS TO~ARO ACHIEVING
TH£ AGENCY'S DEVELOPHENT OBJECTIVES. MISSIONS ARE
STR~NGLY ENCOURAGED TO EX~LORE ~AYS OF STRENGTHENING
THE OEVELOPIIENT OF THE INDIGENOUS PRIVATE SECTOR AND

I. PR IVAi[ SECTOR

THE STRATEGY SECTION OF THE coss SHOULD CONTAIN, IF
A~pROPRIATE, ADISCUSSION or THE ROLE THE IIISSION SEES
AID TAKING IN ENCOURAGING TNE OEVELOPIIEHT AND III~lEIIEN

TATION OF ECONOMIC POlICI£$ \/HICH f.FFECTIVELY PROIIOTE
ECONOMIC liE VEl OfIlltNT. IS THE HOST GOV~RNI\£NT RECEP
TIVE? ARE DONORS ACTING IN CONCERT OR ARE THEY AT
VARIANCE VITH EACH OTHER? CAN AIO P~OJECTS IE USED TO
(NCOURAGE RE'ORII IN THE srCTORS OF INTERrST TO THE
AGENCY' CAN OR SHOU~D pROGRAII ASSIITANCE IE USED IN
THI~ REGARO AND UNDER \/HAT COHOITIONS1 \/HERE POLICY
R['~Rt1 IS UNLIKELY, CAN AID PROJECTS BE DESIGNED TO
INSUL~TE THEM '~OH 8AO POL ICIEST BASED ON THE ANALYSIS
OF THE Nl~O rOR REFDR~S AND THE COHSTRAINTS TO [NACTING
SUCH IEFORHS, T~t STRATEGY SHOULD IDENTIFY REAliSTIC
AID 'OLIC'; ~:'rORII PRIORITIES, AIIO THEN LAY OUT A PLAN
FOR AC":~VIN" THESE OBJECTIVES.

Vepart.n2el1.t OJ ,~Otate. .
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EXCHANGE ~NTROlS, INTEREST HTES AND IIAGES, PRICE
CONTROLS, ~ARTICUlARlY IN THE AGRICUlTURAl SECTOR,
IIAllK£lING, THE ROLE OF PARASTATALS, AIlO THE LEVEl AND
INCIDENCE or TA1tl\T10N. THE ANALYSIS SHOUlD INDICATE
THE IIAY IN VHICH THIS POliCY rRAIIEIiORK ENCOURAGES OR
INHI!ITS ECOHOIIIC GROIITH, CA~ITAL FORIIATION, EII~LOY-

/lENT GROWlH, GREATER EQUITY IN ACCESS TO ~RODUCTIVE

RESOURCES, INfLATION, BAlAnCE OF ~AYMEHTS ~ROIL1/l$, AND
~ROOUCTIVITY OROIITH IN THE ~RIVATE ECONOMY. REGARDING
THE ~UBLIC SECTOR, IIISSIONS SHOULD "~.~LYlE THE GOVER~-

K[NT i~~GET IIITH A VIEII TO THE AD[~UACY O~ RESOURCE
1I011llUTllll1 AND CONSISTENCY OF luvtsT/lF:1i AND AlLOCA
TION ~OLICY 1I11~ O(VELOPIIENT OIJlCTIVtS. IT SNOULO
ALSO ASSESS TNE RELATlll~SNI~ or THIS ~OLICY fRA/lEWORK
TO THE U. r. ASSISTANCE pROGRA/I. TroE AIIAL YSIS SIIOUlD,
IIHEIE ~OS! IBU. DISCUSS THE CON~TRA INTS TO POLICY RE·
FORII. IT SHOULD ALSO CONHit; ABRIEF OISCUSSION OF
THE CURRENT NEGOTIATION SITUATION BETIlEEN THE RECI~IENT

COUNTRY AND THE IN', IIRC, AND ANY REGIOIIAL nUL TlLAT
ERAl FINANCIAL INS~ITUTIONS, IIItERE APPLICAnE. AS 11m
AS TNE DEGREE OF CO~PL lANCE VITH CURRENT Illf OR IIRO
STRUCTURAL AOJUSTlltNT AGREEII£NTS.

A. rCOHOIIIC POLICY FUHEVORK RHORII

A KEY CONSTRAINT TO EOUITABLE GROVYH IN /lANY LDCS
1$ THE ECOHOIIIC POL ICIES OF TNC LDCS THEMSELVES. OFTEN
THESE ~OlICIES HAVE BEEN INAP~RO~RIATE, CREATING DIS
TORTIONS WITHIN THE ECONOMY VHICH HAVE DISCOURAGED ~RI

VATE INITIATIVE AND INVESTIIENT, GENERATED ECONOIIIC
INEFFICIENCIES AND REDUCED ECONOMIC GROVYH. SUCH
POL ICIES C'AH ALSO HAVE ADIRECT IM~AC1 OH THE EFFECTIVE
NESS OF FOREIGN ASSISTANce PROGRAHS ANt ~ROJECTS.

ACeoRDINGLY, THIS AOIIINISTRATION PLACES A HIGH PRIORITY
ON THE DEVELOPIIENT AND IMPLEHENTATION BY THE HOST
GOVERNMENT or EFFECTIVE AND EFF:CIENT ECOHOMIC ~OLICIE$

\/HICH PROIIOTE AN OPEN ECOHOIIIC SYSTEM AND SELF-SUST~IN

ING ECONOMIC GROIITH.

THE CDSS SHOULD, OF COURSE, REFLECT APROGRAII CONSISTENT
VITH 'ROAD U.S. FOREIGN POLICY INTERESTS AND SHOUlD
HAVE THE IN~ur .=0 CONCURR£NCE OF THt COUNTIY TEAH.

SECTION TVO or THIS /lESSAGE CONTAINS CURRENT AGENCY
~OLICY ON THE NEil E/I~HASES OF THIS ADMINISTRATION.
TNESE NEil EKPNAS~S SHOULD 8E TREATED IN THE ANALYSIS
SECTION AND SHOULD HELP SHAPE IIISSION SECTOR STRA
TEGIES. SECTIOH THREt ~ROVlbES HIGHLY CONDENSED CUR
RENT GUIOk"CE ON AiD SECTORAl POLICY, AND ON THE IIAYS
IN WHICH KISSIONS SHOULD PROGR~ ASSISTANCE IN THESE
SECTORS. lIE DO HOT EXPECT DETAlltD HCTOR AHAlVUS IN
THE COSS. THE FOCUS SHOULD BE ON \/HAT YOU H~E TO
ACHIEVE IN SECTORS YOU HA~. SELECTED FOR ~TTENTION.

IIItERE A"~R~RIATE, HISSIOh; SHOULD LINK THE RESUL TS OF
PRIOR SECTORAL ANALYSIS AND AID EVALUATIONS INTO THE
SECTORAL STRATEGIES.

~. NIII E"~MAStl
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NIGHEST PRIORITY FOR MISSION InVOlVEIIENT, GIVEN HOST
COUNTRY PLANS AND OBJECTIVES, OTNER DONOR ACTIVITIES,
AND AID BUDGET A~O PERSONNEL LEVELS. WE DON'T E~ECT

EACH MISSION TO BE INVcrLVEO IN EACH SECTOR. THERE
SHOULD BE GREATER SPECIFICITY THAN IN ~REVIOUS CDSS'S
ON THE LINKAGES 8ETII£EN MISSION STRATEGIES AND PRO-
JECTS BUT NOT AIIER, LISTING or ~AOJECT$, VHICH IS
/lORE A~~RO~RIAT[ IN THE A8S, 'lSD, IT IS HIGHLY
IH~ORTANT TN AT YOU DISCUSS BRIEFLY BUT EXPLICITLY THE

IIAY IN VHICf. YOUR CURRENT pROGRAII 1ELATES TO THE LONO-
TERH STRATEGY YOU ARE pRO~OSING CONSISTENT \/ITH THE
GUIDANCE IN THIS KESSAGE.

'.

INAPPR~RIATE SUBSIDIES, ~RICE AND VAGE CONTROLS,
PROHIBITIVE TARIFFS, OVERVALUED EXCHANGE RATES, INTERCST
RAT[ CEILINGS, AND SIMilAR FORIIS OF INTERFERENCE IIITH
IlARKET SOLUTIONS PRr~ALeHT IN IIANY LOCS ARE EXAII~LEI

or THE TYPE OF POliCIES AND ACTIONS \/KICH OFTEN HAVE
CURTAILED loe ECOHOIIIC PERFORIIANCE AND THEREFORE TYPIFY
UtAS Of N££DED ~Oll tY REFORM. ~UCH CONTROL S AL SO
OFTEM REPUCE THE PARTICIPATION OF THE POOR IN DEVELOP'
IIIHT IY REDUCING AGRICULTURAL ~RODUCTION IHCENTives,
OVERALL ["~LI)YlltNT O~~ORTUNITI[s, AND TME POTtNTlAL FOR
S~L ENTERPI\SE E~'~SION.

TH! ANALYSIS SECTIOk or THE COSS SHOULD PISCUSS THE
GENERAL POLICY FRA/lEIIORK OF THE KOST GOVERNtlENT. IN
CASES \/lIERe HISSIOI, CAPA81LITY TO UNDERTAKE SUCH
E:O"OIlIC ANALYSIS IS lIMIT£O, IIISSIONS SHOULD, AT lEAST
CONCENTRATE THEil ATTENTION ON THE EFFECT OF IIACRO
~OLICY ON THE SCCTORS IN VIIICN THE II1SSION IS ACTlvr,
1H'S IIOULD INCLUDE A IAler PISCUSSlOI(, VIIUC RELEVANT,

or fiSCAL AND MONETARY POLICY, COMMERCIAL POLICY AND

TO 'PURSUE O~PORTUNITIES FOR MARSHALLING THE SKILLS AND
- RESOURCES OF THE US PRIVATE SECTOR IN IIAYS THAT

COMflEt1£NT AID RESOURCES.

THE PRIVATE SECTOR PRINCIPAllY CONSISTS OF ~RIVAT[

tUSINESS ENTERPRISES, NON-PROFIT PRIVATE AND VOLUNTARY
ORGANIZATIONS ~VOSI, ANO UNIVERSITIES, IECAUSE OF
THElh LARGELY AUTONOIIOUS NATURE rVEN VIIEN tFFILIATED
~ITH STATE OR OTHER GOVEN"MENTS. IN 1I0ST DEVELOPING
COUNTRIES, FARIIERS, AQRIBUSINESS FIRHS, COOPERATIVES,
AHD RURAL AND URIAN SERVICE INDUSTRIES COII~RISE THE
IUlK OF THE PRIVATE SECTOR, AND ARE APPRO~RIATE SECTORS
FOR AID PARTICIPATION.

EACH MISSION SNOULD OISCUSS THE ~RIVATE SECTOR AS PIRT
OF ITS BROAD HACROECONOMIC AIIAl YSIS. THIS DISCUSSION
SHjUlD 10ENT IFY THE ROlE PLAYlD IY THE INDIGrHOUS
PRIVATE SECTOR IN THE ECONOIIY, AHAl YIE ITS ~OnNTlAl

AND THE CONSTRAINTS AHECTING In GROIITH. TNE ~RIVAT[

SE~TOR CAN nAKl ACONSIOERAILt CONTRIBUTION TO ALLEVI"
ATING POVERTY THROUGH STI"ULATI~G OUTPUT AND rMPLOYMENT
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"ISSIONS ALSO SHOULD EXAMINE THE ~OTENTIAL FOR ~Rc.

"OTING INCREASED INVOLVE"ENT OF US ~RIVATE ENTER~RISES

AND COO~ERATIVES IN THE DEVELO~MENT ~ROCESS IN I)RDER
TO SU~~LEnENT ONGOING AID ACTIVITIES. DEFINITIVE
~OLICY ON AID'S ~RIVATE SECTOR ~ROGRA"Sf INCLUDING THE
ROLE or THE PRE BUREAU, I S ~RESENTl YBE! NG FORMULATED
AND VILL BE SENT TO THE "ISS IONS VHEN COMrLETED.

IN IDENTIFYING THE CONSTRAINTS FACING THE INDIGENOUS
~RIVATE SECTOR, MISSIOIIS SHOULD ~AY ~ARTICULAR ATTEN
TION TO THE GENERAL BUSINESS CLIMAT[ AND THE S~[CI'IC

GOVERNMENT POLICIES AND REGULATIONS THAT AFFECT ~RIVATE

SECTOIl ACTIVITIES. "ISSIONS SHOULO IDENTIFY, AS
VARRANTED,: VEAK INSTITUTIOHS, DErlCIENT ~HV$ICAL

INFRASTRUCTURE, PROBLEMS IN MANAGE"ENT, "ARKETING,
~URCHASING, TtCHNOLOGY, TRAIHIHG, AND CREDIT. THE
PRO~ER COMBIHATION 0, PUBLIC AND PRIVATE SECTOR INVEST
"ENT THAT MAXIMIZES AGENCY DEVELO~MENT OIJECTIVES
SHOULD BE CAREFULLY THOUGHT THROUGH.
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ORGANIZATIONAL CAtACITIES ~ILL NEED TO IE STRENGTNENED
IN ENAILING THESE INSTITUTIONS TO ~ERFOR" THESE TASKS?
Ul WKAT ARE THE l~lICATIONS OF KEY "EXTERNAL"
~OLICY, SOCIOECONOMIC, CULTURAL AND lOR ~OLITICAL

FACTORS THAT 1"~IHGE U~ON EFFECTIYE INSTITUTIONAL
DEYEL~~NT? Ir ADVERSE, WKAT FEASIBLE AlTERNATIVES
Ut AVlILAlLf? .

IN 'R~OSING INSTITUTIONAL OEvtlO~M£NT 'ROGRlnS illS
SIONS SHOULD 'AY S'ECIAL ATTENTION TO INSURING CLIENT
~aRTICI'ATIOH IN THE FUNCTION OF THE INSTITUTION AND TO
STRENGTHENING LINKAGE 'ETWEEN NATIONAL LEVEL INSTITU
TIONS AND LOCAL IENEFtCllRIES. WE MUST alSO IE sENtl
TIVE TO THE ~ROBLE" OF FORCE FEEDING THE INSTITUTIONAl
DEVELO'I1ENT 'ROCESS. IF WE FINANCE TOO LARGE .~ SHARE
OF AN INSTITUTION'S GROWTH, WE RISK DE'ENDENCY AND A
DII1INUTION 0' INDIGENOUS CAIABILITY TO I1EET RECURRENT
COSTS !~ TKE FUTURE.

D. TECNNOlOGY DEVELO~"ENT, TRANSFER, AND EXTENSION

C. DEYELO~MEHT OF HUMAN RESOU~CES AND INSTITUTIONal
CA~ACITY

EFFECtiVE INSTITUTIONS ~RovrOE A COUNTRY THE SELF
IUSTAINING CA~ACITY TO 10LVE CRITICAL DEV[LO~"ENT

~ROILEMS. 'URTH(R~OR(, THEYt

•• ENHANCE A COUNTRY'~ ABILITY TO MARSHALL ITS OlIN
HUMAN AND NATIONAL RESOUR~ES FOR DEVELO~"ENT;

ENABLE INDIVIDUALS TO OBTAIH ACCESS TO THE SKILLS,
RESOURCES AND SERVICES NEEDEO TO INCREASE THEIR
PRODUCTIVITY, INCOl1rS AND \lELL-BEING; ANP

IXCREASE THE ABSOR~TIYE CAPACITY AND EFFECTIVENESS
OF EXTERNAL ASSISTANCE, THEREBY rOSTERING DEVELO~

MENT THAT COIIT INUES BEYOND THE nRIOD OURING VHICH
ASSISTANCE IS.~ROYIDED.

IT IS THEREFOaE AID ~OllCY TO HELP RECI~IENT COUNTRIES
£SHBLISH AND STRENGTHEN ~UBL IC AND ~RIYAT£ INSTITU
TIONS ESSENTI~L TO MUTUALLY AGREED, ~RIORITY DEVELO~

"EHT OBJECTIVES. AID ~ILL ALSO HEL~ COUNTRIES OEVELO~

THE HunAN RESOURCES, 80TH nALE AND FE"ALE, HEEOED FOR
EFFECT I YE I HSTI TUT IOHS.

THE CREATION OF SUCH CA~ACITIES ~ILL OFTEN REQUIRE A
LONG-TERM CO"MITMENT AND E'FORT .- [.0" TEN YEARS OR
"OU -- FROM AI0, THE HOST COUNTKY AND, IN MANY cun,
OTHER DONORS AS ~LL. KISSIONS SHOULD THEREFOR[ ~RO

VID[ A SUFFICIENTLY LONG-TERn ASSESSMENT OF HOU AID
RESOURCES UILL BE U!ILIZED TO I"PROVE RELEVANT INSTITU
TIONAL CAPACITIES UITHIN THE Hon COUNTRY. IN~TITU

TIONAL DEVELOPMENT ACTIVITIES CAN INCLUDE A RANGE OF
'OSSIILE ASSISTANCE MODES, INCLUDING TRAINING FOR SKILL
AND MANAGEHENT U~GRADING, AS VELL AS "ORE ACTIVE
INVOLVEMENT TKROUG~ TrCHHICAL AND CA~ITAL ASSISTANCE
TO ESTABl ISK AND MODIFY ORGANIZATIONAL OBJECTIVES,
FUNCTIONS, STRUCTURES, PROCEDURES, STA'F IWG AND
INCENTIVES. I1ISSIONS SHOllLD IDENTIFY THE INSTITUTIONS,
AT 80TH THf NATIONAl AND LOCAL LCY£L, THAT ~ILL ASSUME
KAJO~ ROLES IN SU~'ORTIHG AND IM~lE"ENTIHG THE 'RO~OSEO

COUNTRY ASSISTANC[ STRATEGY. THt FOLLOIIINQ IISU[S
SHOULD BE AkAl Yzr.~: l!l WKAT ARE THE CHIf.F D[V[LO~

n£KT TASKS THAT WilL NEEO TO 8E ~ERFORMtD 8Y THESE
INSTITUTIONS IN SUP~ORTING AHD IMPlEMENTING THE COUNTRY
ASSISTANCE STRATEGY? (21 VHAT KINDS Of SKILLS AND

"'SS/OKS ARE ENCOURAGED TO SU'~ORT THOSE AS~ECTS OF
THEIR ~ROGRAnS THAT 'RonOTE THE OEVELO~"ENT OF INNO
VATIVE SCIENTIFIC AND TECHNICAL SOLUTIONS TO ~RE$SING

LOCAl DEVELO~I1ENT ~RO'LEMS. EX~ERIENCE HAS TAUGHT
THAT AN IHOIQENOUS CA~ACITY: III TO DEV[LO~ AND A~~LY

ACONTINUING CTREA" 0' INNOVATIONS DEllGNtD TO IN:R1ASE
~ROOUCTIYITV, EM1LOYI1ENT AND INCO~ESI AND Ul TO
EVAlUATE AND TO ADA~T TECHHOLOGIES TRANSFERKtD FRO"
INDUSTRIALIZED COUNTRIES IS CRUCIAL rOR bYNA"IC, SELF
SUSTAINING ECONO"IC DEYELO~I1ENT. THIS IS ES~ECIAlLY

TRUE IN THE AGRICULTURAL ANO ENERGY SECTORS.

TO THE EXTENT RELEVANT IN ANY PARTICULAR COUNTRY
SETTING, I1ISSION$ SHOULD ALSO INVESTIGATE PROGRAMS THAT
ENCOURAGE INTERNATIONAL TECHNOLOGY TRANSFER AND DIF
FUSION, ES~[CIALlY THOSE THAT O~ERATE THROUGH "ARKET
II£CHAMISMS (FOR EAAtlP'LE BY ADDRESSING ~ATENT ~OLICY

ISSUES OR ~ROVIDING TECHNICAL ASSISTANCE IN AREAS SUCH
AS TECHNOLOGY SALES, LICENSING AND ROYAlTY AGREEKENTS,
AID MANAGE~NT CONTRACTSI.

I1IISIONS SHOULD IE ALERT TO O~~ORTUNITIES rDR INVOLYING
OR At'L YING CENTRAL LY FUNDED RESEARCH IN THE AEC I~ lENT
COUNTRY. I1ISSION/CENTRAL IUREAU INTERACTION IS
AlSOLUTflY VITAL TO THE AGENCV'S EFFORT TO II1~ROVE THE
QUAl IT' AND EHECTI YENESS OF THt AID ~ROGRAII.

AID IC C~~lfTrD TO THE I",ORTANCt or A~'RO~RIAT(

TlCNNOLOGV IN AU ITS ~ROUAI1S, IN ORDU TO INSUlI THAT
TNl ADO~TION 0' NIV TECHNOlOOIES GINERATE' l",LOY~NT

AND IHSURES CUSTAINAIILITY. THESt CONSIDERATIONS ARE
l",o«TAHT IN alL OF TNE AGENCY'S ACTIVITIES, RANGING
fRO" AGRICULTURE AND ENERGY THROUGN LAIOR-'ASlD
CONSTRUCTION "ETHOD$ TO SERYICE DELIVERY SYST~H$. VE
VISN TO STRESS THE RELATIONSHI~ OF ECONONIC '~ICY TO
THE PROCESS OF TECHNOLOGICAL CHANGE - A~rRO~RIAT[

~OLlCIES ARE ESSENTIAL TO THE [IIHGENct 0; TECHNOLOGIES
CONSISTENT WITH lOCAl ECONOI1IC REALITIES.

1. sECTOR GUIDANCE

TilE 'RIIlARY OBJECTIVE OF A10'S FOOD AND AGRICUL
T~RAL ASSISTANCE REI1AINS THAT OF HEL~'NG RECI~IENT

COUNTRIES TO INCREAS[ rooD AND AGRICULTURAL ~RODUCTION

ow A SELf-SUSTAINING BASIS AND TO [HAILE TNEIR HUMGRY
AND IIAlNOUAISHED TO OITAIN THt FOOD THEY HE[D. AGRI"
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CULTURAL D[V[LO~tIlNT, PARTICULARLY IIITH ft[SPECT TO
INCRUSED rooD AVAIlAIiL Ifl, UMAINS AID" TO~

PRIORITY. IN THI~ CDSS, ADDITIONAL t/IPHASIS SHOULD I[

GIVEN TO THE ROLES OF POL ICY ANALYSIS, SCIENCE AND
TECKNOLOGY. AND THE P"VAH HeToA IN ACCOMPL ISNING
T~, SECTOR 11041..

AM EFFtcTIVE AGRICULTUR~L STRATEGY USUALLY INVOLvtS AN
II/T tGRATto APPROACH IIHIC:I: (1) HElPS TO BUILD "RO
DUCTIVE CIPACITY THROUG~ TECHNICAL ASSISTANCE AHD
INVESTI1Er.rs; AND 1.2) U:PANDS MARKETS AND PEOPLE' 3
A~~ESS TO MARKE1S BY REDUCING BARRIERS TO TRlOE AlD
INCREASING EMPLOYI1ENT.

THE IREADTK or THE AID ASSiSTANCE sTRATIOY FOR ANY
IIISSION VILL DEPEND ON THe LIKELY SitE OF THt US
ASSI CT ANCE PROGRAM, (HOT ONL Y DA IUT Al SO ElF AND ~L

'Ill PERSONNEl LEV£lS AND AVAILABILITY, THE ~ROQRAI1S

OF OTHER DONORS AND THE STAGt OF DEVELOPMENT or THE
RECIPIENT COUNTRY ICAH W[ PHASE OUT OVER THE COSS
PU I00, FOR EXAIIPLEJ. THE NUI1BER or SUUECTORS VI TH IH
AGRICULTURE '1S ACOUNTRY-SPECIFIC ISSUE \/HICH REQUIRES
II1SSl0N JUDGEMENT. IT IS OUR PERCEPTION THAT ~A$T

CDSC'S KAVE TENDED TO It UNFOCUSED, INCLUDING LARGI
NUII,rRS or SUISECTDR' TO COVER THt VIOEST l~tCTRUM

or paSSIBL[ PftQJECTS. THIS YeAR \I( VOULD LIKE TO m
1I0R£ CAREFULL Y FOCUSED SECTOR AND SUBSECTOl ANAL UU,
EVEN IN COUNTRIES IIITH THE LARGEST PROGRAI1S.

AN EFFECTIVE AGRICULTURAL STRATEQY MUST REST ON ErrEC
TIVE POLICIES. AS INDICATED ABOVE, "OSSIILE SU~~ORT

rOR POLICY REFORM IS PART OF AID'S O~ POLICY ~ERSPEC

TIVE. I11SSl0NS SHOULD, THEREfORE, CRITICALLY EXAI1INE
COUNTRY ~OLICIES AFFECTING FOOD AND AGRICULTURAL DEVE
LOPMENT. SUCH POliCIES MUST PROVIDE ADEQUATE AND
san E INCr: liT rVES TO RURAL PRODUCERS, ESTABLI SH SOUIlO

IUOGET PRIORITIES rOR AGRICULTURE, AND ENCOURAGE
HEAL THY GROI/TH Of THE RURAL PR IVAlE nCTOR. IIlttRE THE
~RIVATE SECTOR PLAYS A MAJOR ROLl IN rooD PRODUCTIOH,
PROCESSING, MARKETING, THE MAHUFACTURE OF GOODS AND THI
O(lIVERY Of SEftVICES TO AGRICULTURE, "ISSIONS SHOULD
ASSESS POLICY AND OTHER CONSTRAINTS TO THE PRIVATE
SECTOR CONTRIBUTION TO FOOD AND AGRICULTURAL DEV~LOP

II£NT AND EXPL ORE VAYS IH \/H ICH AI0 ASS ISTANCE AND
"OlleY DIALOGUE MIGKT REDUCE SUCH CONsr~AIIlTS. A
COUNTRY'S STRATEGY FOR ASSURING ADEQUATE SUPPLIE~ or
rERTlllZER AND OTHER AGRICULTUftAL INPUT¥ SMOUlO
RECEIVE S~ECIAL ATTENTION. OBVIOUtL1, SUCH A STRATEGY
IIIVOLVES PUBL IC AS II£ll AS PRIVATE SECTOR POLICIES AND
ACTIONS, THE US PRIVATE SECTOR, PARTICULARLY THE AGRI
'USIIIESS SECTOR, SHOULD ALSO BE CONSIDERED AS A POTEN
TiAllY I",ORTANT SOURCE OF SKILLS AND RESOURCts TO
ADDR£SS LOC CONSTRAINTS.

REIIEWED ATTENTION TO NATIONAl AGRICULTURAL RESEARCK
STRATEGIES IS CRITICAL TO THE DEVELOPI1ENT OF SELF
SUSTA'NING CAPACITY FOR RESEARCH AND INHOVATION.
IIITERNATIOHA~ AGRICULTURAL RESEARCH CENTERS (IARCU
CAH 8E EXPEClED 10 PLAY AN 'MPORTANT RO~E IN DEVELOP
ING NEil AGRICUL TURAL TECHNOLOGY, BUT FUNCTIONING
NATIONAL AGRICU~TURAL RESEARCH AND EXTENSION SYSTEMS

- ~ ARE REOUIRED TO UTILIZE ANO 8EN£F IT FROII IARC ASSIS
TANCE. AT THE SAl'\[ TIME, eONT INUED ATmlllON TO THE
DEV(~OPM£HT OF LOCAL INSTITUTIONS NE[DED TO FOSTER
COnl1UHITY SELF-REL lANCE, I1AY ALSO It ft[OUIRED TOI (11
I""ROVE LOCAL ST ORAGE OF FOOD C0l1110D IT IE S AND THUS 10
CQMTRIBUTE TO NATIONAL AS IttLL AS LOCAL FOOD SECURITY;
ttl DEVElOP MORE EH ICIENT MEAIlS FOR I1AHAGING SCARCE

AGRICUl rURAl IH~UTS AND RESOURCES (SUCH AS THROUGH

STATE 316566 !$U 94"68 AI[
I",ROVED ~NAGEMENT TECHNIOUES IN COOPERATIVE OR IIATER-
USERS ASSOCIATIOtISI) OR III FURTHH THE exHNSION AKD
ADOPTIOH OF 'MPROVED PftODUCllON 'ECHNOLOGIES.

n. NUL TH

IN A "ERIOO or SEVERE RE$~URCE CONSTRAINTS, AID CON
TINUES TO SUPPORT A"pRDrRIATE HEALTK PROGRA~ING AS
AN ESSENTIAL PART or 'HE DEVELOpl1ENT PROCESS.
IMPROVEI1ENTS IN H[ALTH ARt FUNDAMENTAL TO THE ACHIEVE·
MENT OF OVERAlL DEVELOPMENT OBJECTIVES, FOR POOR
KEALTH REDUCES PRODUCTIVITy OF STUDENTS AND WORKERS

AND RAISES ABSENTEEISI1 AMONG BOTH GROUPS, THEREBY
REDUCING TOTAL OUT~UT AND DIMINISHING D£VElO~~NT

PROSPECTS.
lDC AND DONOR RESOURCES FOR KEALTH CONTINUE TO 8E
QUITE LIMITEO. INDEED, PROJECTED AID rUNDING FOR
KEAL TH ~ROGRAI1S INn 13 I ~ HAL F THAT OF FY 11.
IIISSION STRATEGY SHOULD IE BASED ON:

_. THE NATURE, MAGNITUDE, AND CAUSES or THE COUNTRY'S
MAJOR KEAlTH PROBLEMS AND MAJOR BOTTLtNECKS TO
EFFECTIVE HEALTH CARE DELIVERY:

THr ADEQUACY OF SU~PORT rDR COMI1UNITY'IASEO, LOV
COST HEALTH SYSTEMS SUsrAINABLE IY TH~ GOVERNI1ENT

OR COI1I1UN ITY j

-- THE EXTEHT OF DEMAND FOR PRII1ARY HEALTH CARE
SERVICES;

.- WAYS Of I1AXII1IZING THE HEALTH IMPACT OF AID'S
INVESTMENTS THROUGH THE SUpPO"T OF LOCAL INSTITU-
Tl ONS (( NCL UO INO TRAD" IONAL pRACT ITlONERS), THE
TRANSFER OF APPROP~IATE TECHNOLOGY, AHD THE STREIlGTH
ENING OF HEAlTH I1ANAGEMEIlT AND PLANNING CAPA-

BILllltS.

ACCORDINGLY, lIE SUGGEST MISSIONS ~ONSIDER PROGRAMS
WHICH, VITH DIMINISHED FUNDING, COULD CONTRI'UTE TO
IM~ROVED UTILIZATION OF RESOURCES IN THE HEALTN SECTOR.
SVCH PROGRAMS SHOULD CONSIDER THE rOLLOWING:

-- HOST GOVEI\NI1ENTS' INSTITUTIONAL CAPACITY TO ~LAN,

MANAGE, AHO AFFORD EXTENSION OF HEALTH SERVICES;

_. IIEANS FOR FINANCING HEALTH SER~ICES FROM !OURCES
OTNER THAN GENERAL GovERHMENT REVENUES;

-. POSSIBILITIES rOR ~ROJECTS \/HICK UTlll~t US SKilLS
IN nCHN ICAL ASS ISTANCE, TrCHNOL OGY TRANs;rR, MAN
PovrR DEVElOPI1ENT, ET:., TO COMPLEIIENi LARGER

INFRASTRUCTURE INVESTMENTS BY OTHER DONORS. THIS
IS PARTICULARLY AP"LICA'LE TO VATER SUP1lY AND
SANITATION PROGRAMS;

-- ~OSSISILITrES FOR ADDING A RESEARCH OR EVALUATION
ElEI1ENT TO OPERATING PROJECTS TO ADORESS PROBLEMS

VllICH ARE IIIPEOING EHrCTIVE DEL IVERY OF HEAL TH
SERV ICEI.

3C. EDUCATION

THE AGENCY BELIEVES THAT IMPROVED LOC PERrORMANCE IN
EOUCATIOH AND TRAINING IS A NECESSARY CONDITION FOR
LONG-HRM DEVELOPMENT. THERE IS STROHG EVIDENCE THAT
~ROGRESS IN EXPANDING IASIC SCHOOLING AND INCREASING
ADULT rUNCTIONAl LITERACY CONTRIBUTES OIRECTLY TO
~ROGRESS IN IMPROVIUG AGRICULTURAL PROOUCTIVITY,
DiffUSING NEil TECHNOLOGIES, REDUCING rUTIL ITY AMD
CHANGING HEAl TH I(HAVIORS.
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AID RESOURCES SHOULD BE CONCENTRATED ON:

TE~HNICAL A~SISTANCE, INCLUDING EXTERNAL TRAINING
FOR KEY EDUCATORS;

STRENGTHENING LOCAL CAPACITIES TO ASSESS, PLAN AHO
ADMINISTER EDUCATION SYSTEMS, FORNAl AND NONFORnAL;

ASSISTING ON A SELECTIVE BASIS KEY {LEMENTS or
BASIC EDUCATION INFRASTRUCTURE ~.G., MATERIALS

PRODUCTION FACiliTIES) \/KERE THE LACK OF SUCH
INFUSTRUCTURE IS ASSESSED TO CONSTRAIN LOCAL
EFFORTS TO' REFORM OR BRING ABOUT NEEDED EFFICIENCIES
IN THE DELIVERY OF EDUCATION.

•• PROIlOTING EOUCATION or FEMALES AT ALL LEVELS OF THE
EDUCATIONAL SYSTEK.

IT IS ExnCTED THAT VOCATIONAL/TECHNICAL SKILLS
TRAINING VILL CONTINUE TO IE A HEED IN MO!T CPUHTRI[S.
TUINING SHOULD Bf CLOSHY RHAHD TO EMPLOYMENT
NtEDS, BE PRACTIC"l IN NATURE, AHO IE COORDINATED
VITH THE EtlPlOYIHe INDUSTRIES, I1INISTRIES AND LOCAL
ORGANIZATIONS. A STRONG ROLE FOR THE PVO ORGANIZA
TIOKS AND fOR THE ~RIVATE SECTOR IH IMPLEMENTING
TRAINING IS ENCOU'AGED.

HIGHER LEVH TRAIHING rOR TECHNICIAUS, ADMINISTRATORS,
PROFESSIONAL AHD ~~IE~TlrIC PERSONNEL IS EXPECTED TO
CONTINUE AS A tlAJC, EMPHASIS 80TH VITHIN THE SECTION
is) EHR ACTIVITIE: AND WITHIN THE PROJECT ACTIVITIES
OF THE OTHER FUNCTiONAL ACCOUNTS.

TRAINING MUST BE ~EEN A~ A eSPECIALLY IMPORTANT
ACTIVITY iN THOSE COUNTRIES WHICH ARE NOT CARRYING
OUT ECONOMIC POLICIES CONOUSIVE TO GROViH AHD OEVEL·
OPI1£I(T. IN THESE COUNTRIES, AN INVESTMENT IN THE
LONG·TERK oeV~Lop~,NT OF HUM~U RESOURCES HAY BE THE
MOST R~Al.IS'IC E/'lP~i\SIS.

3D. PorUL AT i011

"'ID POPULATION ~ROViH :S A rlAJOR OISTACLE TO SOCIAL
AND [CONOMIC PROG~[SS IN MOST DEVELOPING COUNTRIIIJ
EFFORTS TO KELP Lees REOUCE SUCH GROViH THROUGH
PROVISION OF VOLU,fARY FAMilY PLANNING SERYICIS,
SU'PORTtD IY OTHER IIEVELOPM(NT POL ICIE$ AND 'ROGRAIIS,
REMAINS AN AID PRIORITY. AID ~ILL CONTINUE TO DEVE·
LOP AND OISSEIlINATE THE HOST UIOELY USED CONTRACE'TIVE
nETHOOS; DEVELOP l~V-COST SERVICE DELIVERY SYSTEMS;
TRAIN PERSONNEL; INCREASE INTEREST IH FAMILY
rLANNING lHOHG INDIVIDUALS, COMMUNITIES, AHD NATIONAl
LEADERS; AND PROMOTE IlULTIL\TERAL ASSISTANCE FOR
FAI1ILY PLANKING,

IN DESIGNING POPULATION PROGRA~S, MISSIONS SHOULD
iUVCSTIGAT( VARiOUS UAYS IN II1iICH THE POPULATION
PROBLEM KAY BE ADDRESSED THROUGH liNKING OTNER DEVE
LOPMEHT YROGR~I1S TO FAMILY PLANNING PROGRA"S, E.a.,
THE CAPACITY or TNE HEAL TN DEl rVERY SYSTEM TO PROVIDE
UJ\IL Y PLANNING SERVICES, II1PROVEMENTS IN THE EDUC.A
TJONAL PROSPECTS AND INCOtlE EARNING CAPACITIES OF

\/OMEN ANO GIRLS, ItlPROVED I NF ANT AND MATERHAL HEAL TH,
AGRICUlrV~AL IHNOVAflONS \lliICK lESSEN THE DEMAND FOR
CHILO LAlOR, ETC.

3£. ENERGY

THE AGENCY IS PLANNING INCIUtED ATTtHT ION TO ENEROY

STAT[ HUH ISH '41'61 I

ACTIVITIES IN THE rUTURE, ReflECTING THe CRITICAL
NATURE OF ENERGY TO ACHIEVING COUNTRY ANO AIO DEVEL
OP~EHT GOALS, MISSIONS SHOULD GIVE SPECIA! ATTENTION
TO ENERGY, NOT AS A SEPARATE END PRODUCT, BUT
INTEGRATED AS A CRITICAL FActOR IN ~CHIEVIHG AtO'S
DEVELOPMENT GOALS I~ rooD PROO~CTION, EMPLOYMENT AND
TilE £llVIROHlttHT.

IN THE FORMULATION or PROGRAMS, MISSIONS SHOULD ASSURE
MAXIMUM COOROINATIOk ~D INFOR~AT)ON EXCHANGE VITH
OTHEA BILATERAL ASSISTANCE AGENCIES, THE WORLD lANK
AlID OTHER IlUL TILAHRAL ORQAHC IONS, AND THE '111
VAn SECTOR.

EFFECTIVE ~CTION TO ADDRESS DEVELO'IHG COUNTRY ENERGY
'ROILEMS VILL REQUIRE AMIX OF PUBLIC AND PRIVATE
SECTOR EHORTS. AIO'S PUBliC SECTOR ASSISTANCE SHOULD
BE STRUCTURED TO SUPPORT AND CONPLEME~T THE 'RIVATE
SECTOR.
TO FULFILL THIS ROLE, AID'S PROGRAMS SHOULD CONCEN
TUT[ ON TECHNICAL ASSISTANCE, mlUL I%ING ON CON
TRIIUTION OF PUBLIC SECTOR ASSISTANCE Ilf IUILDING

INSTITUTIONAL CAPACITY AND TRANSFER OF TECHNOLOGY.

AID ENERGY PROGRAMS SHOULD EMPHASIZE THE FOLLOVING:

-- aNAlYSIS OF NEEDS, USES, RESOURCES, AND POLICIES

POLICY LEVEL ASSISTANCE BUTTRESSED IY SOUND
ANALY~IS IS CRITICAL TO SUCCESSFUL DEVELOPING
COUMiRY ENBGY POLICY, AND ItAXIIIIZ£S THE CATALYTIC.
lESULT or AlD INPUTS.

rR~I~IHG AND INSTITUTIONAL DEVELorMEHT

THE AWARENess AND HENCE THE CAPACITY OF DEVELOPING
COUNTRIES TO ADORESS ENERG~ CONSTRAINTS IS STILL
EVOLVING, ASSISTANCE IH THESE AREAS VILL HAVE 10H
SHORT AND LONGER TERM SIGNIFICANCE. AID ASSIS·
TANCE, III A FIELD \/KERE AID HAS LONG ANIl SUCCESS·
rUL E"ERltli~E CAN BE UNIQUELY SU'POItTIVE.

SITt T£STIHG AND DEMONSTRATION OF UEV TECHNOLOGIES

IfEV TECHNOLOGIES Ula B[ INCREASINGLY COST trnc
TI.', ESPECIALLY FOR WIOT( RURAL APPLICATIONS,
IUT TH( NEW TECHNOLOGIIS MUST II CARErUllY D(~

STRATtD AMP [VALUATED IN ACTUAL OIVILO"NG pOUNT~Y

"PLICATION~, AID ASSISTAlIC£ CAN HELP U''LOR[
THESE NEV l1PLICATIONS SYSTEIlATICALLY.

IMCR£A$ING ENERGY SU'PlIES

THE PRODUCTION AND MORE EFFICIENT U$[ or ENERGY IS
TNE ULTIIUT[ PRODUCT OF AIO"S ENERGY ACTIVITies.
AID'S ENERGY PROGRAIIS •• FOR BOTH FOSSIL FUELS AND
RENE VABL ES •• ENCOURAGE THE SE eNDS, PR IMAR II Y BY
CREATING AN ENVIRONKENT FOR PRIVATE SECTOR INVEST
fI[MT. liD'S 'ROGUMS SHOULD GIVE SIGNlFlCANl
ATTENTIOH TO FUELVOOD ACTIVITIES CRITICAL TO USE
'Y POOREI fEOPL[ AND ~tRE THE PRIVATE SEeTOl ROLE
IS SECONDUY,

3F. HOUS ING

A~Ctl[RATINa URIANIZATION IS ONE 0' THE MOST PRO'OUND
DEHOGRAPH IC PHENOMENA 0' TH IS ClNTURY, ITIS (XPEerre
THAT THt URIAN PorULATION OF THE O(V£LOPING \/ORLO WIL~

HAYE GROWN BY AlOUT B81 'ERCtNT SETVE£N 1'~8 AND THt

lU!N'Cl.A'S'S TF 'I ED
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YEAR 28SB. STRES~[S ASSOCIATED WITH RA~ID URBAHI1~iION

ARE 1I0ST ACLITE IH THE l DC' S IiIIERE FINANC IAL AND INSTI -
TUT! aNAL RE SOURCE S ARE I NADECUA1£ TO COPE \{I TH HE\II, Y
CREATED AND UNFAMILIAR PROBLEMS.

BECAUSE OF THE SERIOUSIl£SS OF THIS PHtIlOMEIION,
IIISSIONS CONSIDERING SHELTER ~ROGRAMS SHOULD DEVELOP
A SHELTER AND URBAN DEVELOPMENT STRATEGY AS All INTE
GRAL PART OF IHE CDSS, MISSIONS SHOULD DEFINE THE
EXTENT CF' THE ~ROBLEM (t, G., URBANIZATION RAtts,
GROIlTH or SQUATTER SElTLEIIENTS) AND PROPOS[ AL TER
NATIVES FOR ADDRESSING THC MOST CRITICAL PROBLEMS.
THE AGENCY'S PRIMARY TOOL FOR COMING TO GRI~S UITH
~RODLEHS SPAVNED IY R~PIO URaA~IIATION IS THE HOUSING
GUARANTY ~G) PROGRAM, HG rUNDS ARE USED ~RIMARILY

TO BOLSTER THE rlNANCIAL RESOURCES OF A COUNTRY F~

IMPLEIIENTING SHELT(R RELATED PAOqR~. EMPHASIS
SHOULD BE PLACED ON VAYS IN VAICH "~ rUNDS CAN HE
USED TO RELIEVE CONSTRAINTS ON THE PRIVATE SECTOR'S

CAPACITY TO PROVIDE ADEQUATE SHELTER ron THE POOR AS
VELL AS ON AN ASSESSKENT or THE PROP!R ROLE or
GOVERNI1ENT Al INST ITUT IONS.

4. US ASSISTANCE RESOURCES

~ISSION$ ARE £NCOURAGED TO INTEORATE ALL [LEMENT~ OF
US FOREIGN ASSISTA~CF INTO A BROAD, COHERENT STRATEGY
rOR ACHIEVING US OeJECTIVES. THUS, MISSIONS SHOULD
SEEK TO PROGRAM 01\, ESF, Fl 4811 AND ~G RESOURCES, IN.
SUCH A VAr AS TO I »SURE THAT THERE IS COIIPL EMOIT Aft ITT
AND COHESION IN THE MISSION'S STRATEGY, IN ADDITION,
COORDINATION 0; THE AGENCY'S RESOURces VITH PEACE
CORPS AND US PRIVATE SECTOP. IDOTH PVO AND BUSINESS)
ACTIVITIES I~ VITAL IN 11I\XII11ZING THE ErrrCTIVENESS
OF THE AGENCY'S PROGRAM,

CLEARL Y, CERTA:H INSTRUI1ENTS HAVE CHARACTERISTICS VAICH
MAKE THEM MORE SUITABLE rOR CERTAIN ~URPOSES. THUS,
WHILE E$F SHOULD BE USED TO M~ET DEVELOPMENT OBJECTIVES
TO THE MAXIMUM EXTENT CON$ISTt~T WITH OU~ S~CURITY AND
POLITICAL OIJECTIVrS, IT IS MORE SUITA8U FOR ADDREU
INO SHORT-TERM BALANCE or PAYMENTS $UprO~T PROBLEMS THAN
IS DEVELOPMENT ASSISTANCE; PL ,aG IS PRIMARILY DESIGNED
TO MEET SHORT-TERM FOOD Of'ICITS, NEVERTHELESS,
THERE ARE OPPORTUNITIES FOR USING ONf
R[SOU~CE TO CO~rL[HEHT OTHERS, A$, FOR EXAMPLE,
!iSING PL Ui COMMODITIES TO IHFlUENCE POliCY

CHANGES VKICH AFFECT THE VIABILITY or ADA-FINANCED
AGRICULTURAL MARKETING PROJECT.

T"E CDSS DISCUSSION OF THE AGRICULTURAL SEeTnR
SHOULD, AS EARLIER SUGGESTED, HIGHLIOHT OPPORTUNITIES
rOR AND CHALLENGES TV INCREASED rooD SELF-SUFrIClfNCY.
\/IlERE THERE IS A FOOD GAP, APl ug PROGRAII MAY DE AN
AI'PROPRIAH ELENtNT or AID'S 81LAHRAL STRATEGY, AND
THUS THE COSS SHOULD EXPLICITLY CONSIOER VHETHER FOOD
AID SHOULD 8C INClUDED AS PART OF TNE OVERALL ASSIS
TANCE ETrORT. FOOD AID PROPOSAlS SHOULD eE BASte ON
A~ AliALYSIS OF HEeD, SHOULD RUlECT AN APPReCIATION OF
TNt rOSSIGLE DISINCENTIVE EfFECTS THAT SUCH AID MIGHT
KAVE ON PROOUCTION AS \/tLL AS POL ICY RHORI1, AHO SHOULD
VWfHtVE" POSlI8LC, 'lO~ rROM A COMP~tK(NIIV( STUDY or
THE FOOD UCTOR. MlERE SUCH STUOlti 00 HOI NOV [)(IU,
THEY SHOULD I[ DEVElOPED H SOD"" AS POSSIBLE, AHO PRO
VIDE THE USIS FOR DETERMINING HLf-HELP CONDITIOI/S,
AND LOCAL CURRENCY USES,) FUR1HEK. nAjQR ~OLICY iSSUe:
TO It ADDRESSED 'Y THE Pl 4'9 PROGRAM SHOULD OE

STATE 315S65 9H4 SU968 AID
IDENTIFIED, AS \/ELL AS THE PRINCIPAL SELF-HEL~ IIEASURES
TO 8E NEGOTIATED.

INTEGRAT'ON OF Pl 4lg RESOURCES VITH OTHER RESOURCES
MAY OCCUR AT THE OVERALL COUNTRY STRATEGY lEVEL, THE
SECTOR LEVEl, OR TN( PROJECT LEVEl. \/E ANTICIPATE
TH~T AID/\{ surpORT FOR PL 4g~ PROPOSALS VILL 8E
INFLUENCED BY THE EXTENT TO VAICH ~ROGRA"S ARE
INTEGRATED VITH OTHER ASSISTANCE I1DOES, AS \<tll AS
THEIR LIKEliHOOD TO HAVE A ~IGNIFICANT DEVElDPHENT
II1l'ACT.

AN ASSURED FOOD SUPPLY IS CRUCIAL TO THE POLITICAL
CTAHILITY OF ANY GOVERNMENT. THEREFORE, COUNTRIES
THAT REOUIRE FOOD AID HAY BE ~ARTICULARLY VILLING TO
DISCUSS POLICY REFORMS NECESSARY TO SPUR INCREASED
DOHlSTIC FOOD PRODUCTION, NOT ONLY DOES rooD AIO
CREATE AN OPPORTUNITY FOR POLICY OIALOGUE VITH
AtC IPlENT COVERNI\£NTS, BUT IT AL SO I1AY CREATE THE
CDNDITIONS NECESSARV FOR COUNTRIES TO UNOERTAKE ~OLlev

ft!rORHS THAT OTHERVISE WOULD at CONSIDERED TOO RISKY
iN THE ABSENCE or FOOD AID.

\IIlEN TITlE II PROGRAMS ARE PROPOSED, THE CDSS SHOULD
OUTLINE TNE DEVELO~MENTAl AHD HUMANITARIAN OBJECTIVES
or THOSE PROGRAMS AS vtLL AS THEIR RELATIONSHIP TO
OVERALL COUNTRY DEVELOPMENT PROGRAI1S. PROGRAMS lIIliCH

HAVE BEEN OPERATIONAL FOR AN EXTENDED PERIOD OF TillE
SHOULD BE PLANNED SO AS TO ~ELP THE RECIPIEHT GOVERN
MENT ASSUME GREATER RESPONSIBILITY FOR IHPlEHENTATIOH.

INNOVATIVE VAYS OF PROGRA~~ING FOOD AID I1AY BE NEEDED
TO ASSURE THAT iHE POOR A~'. THE ACTUAL BENEFICIARIES
OF THE FOOD. THE USE OF SELF-TARGETING FOOD
COtltlODI TIts, OR OTHtR :1001: IE~ I1ARxn APPROACHES, l1~r

BE APPROPRIATE, IN THIS R:GARD, KISSIOUS SHOULO HEVIEV
THE RECEHTl Y PUBLISHED POLICY DISCUSSIOH PAPER ENTITlED'
-FOOD AID AND DEVELOPMENT- UULY \Sill.

B. [SF

THE ESF SECTION or TH! FAA AUTHORI1ES A$SISTANCE
IN SPECiAl CIRCUIISTANCES ~o PR0l10TE [CONOIIIC AND
POlITICAl STABIL In. THE ~CT ALSO STATtS THAT [SF
SHOULD BE USED 10 TNE MAXI MUll EXTENT FEASIBLE TO
FURTHER THE B~SIC POLICY rIR~CTIONS VAICH UNOfRLY THE
~ROVISI~ OF OEVELorll£NT tSSISTANCE.

1M COOPERATION VITH THE S~ATE OE~ARTIIEHT, AID HAS AN
IMPORTANT ROLE TO ~lAY I~ THE USE OF [sr. IN MANY
COIJHTR In ESF FUNDS AR[ THE eR IT ICAl n EI1ENT OF THE
US FOIlEIGN ,\SSISTAUCt EFr1R'I, THERE ARE III~DkTANT

FACTORS RELATED TO CSf VHiCH SHOULD BE UNOERSTOOO 8Y
MISSIOKS. AND PARTICULARL' IN THIS ERA OF CONSTRAINED
FOREIGN ASSISTANCE DUDGET RESOURCES:

IN THE PROVISION OF ES( THERE "UST 8E AN OVERALL
ECONOIIIC RATIONALE For ITS USE, EVEN AS SECURITY
AND rOLITICAL CONSIDERATIONS MAY FIRST DICTATE ESF
AS fiN APPRn~R I AtE "'S TRUI1.ENT.

THt FAA SPECIFICALLY P'llN'lS OUT THAT ESF IS TO 8E
RELATED TO DtVELOPM[N CONSIDE~ATION$; EVEftY EFFORT
I1UST It I1Aor BY I1ISSI JNS TO TIE THE ACTUAL USE 01
[SF FUNDS TO DEVHOPM' NT GOALS.

IT SHOULD ALSO Bt UNDl~STOOO THAT VAILE ESF MUST
HAVE AN (FreCTlve ECONOMIC RATIONALE UNOEftLYING TKE
POlIT1CAlIUCURITY 'AC10R. AS50CIATtD VIT" ITS
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THE rOLlOVING COUIITRIES ARE REQUIRED TO PRODUCE
rUL L COSSS:

~AG( Il7 OF U7 SHTE 31t~66 9$44 '4"68 AID1233
PROVISION, AND THAT ESF SHOULD BE USED TO THE /\AXI-
IlUIl EXTENT FOR DEVELOPIlENT PURPOSES, IT IS ALSO A
FACT T~AT OEVElOPII£NT ASSISTAIICE KAS A OEFINITt
POLITICAL IMPACT, IF A 111 SSION BEliEVES THAT OUR
POLITICAL/SECURITY RELATIONSHIPS SHOULD DEMAND
KIGHER LEVElS OF DEVElOPMENT ASSISTANCE. THESE
CONCERNS CAN BE CONSIDERED IN FINAl ALloeAT IONS OF
DEVELOPMENT ASS ISTANCE TO A COUUTRY. IN SHORT,
\/NILE ESF AND DA HAVE DIFFERENCES THERE ARE ALSO
SltlILARITIES. nlSSIONS SHOULD NOT ASSU/,\£ THAT
POLITICAL ARGUMENTS IIILL BE IGNORED IN DECISIONS
ON AlLOCAT ION or DEVELOPMENT ASSISTANCE TO
COUICTR IES.

SYATE 1l6~66

!AI FULL COSSS

KENVA
SOI1AL IA
SUDAN
UGANDA

IIALAIiI
MAlT I

!$U 849958 A

I'"eAlvt
LIIEIlIA
1IA1I
INDONES IA lANAL TSI $

SECTION ONLVI
QAItIIA
SOUTHERN AFIlICA REGIONAL

REGIONA! BUREAUS VILL PROVIOE GUIDANCI ON COUNTRY
SPECIFIC CONTENT REQUIREMCIITS USUALLY ARISING FROII
LAST YEAR'S REV IEll. GENERALLY THESE SUIIIISSIONS SHOULD
NOT REPEAT NOT IE A FULL 68 PAGE DOCUIIENT. SUCH UP-
DATES WilL MOIlEVER INCLUDE AT A~'NII1UI1 A MACRO'
fCONonlC AHAlYSIS INCLUDING ECONOMIC POLICY FRAnfWORK,
ASSESSI1ENT OF THE LOCAL PRIVATE SECTOR AND INSTITU
TION BUILDING NEEDS.

~UAT[MALA

JAI1AICA

PH III PP IliES

THAILAND
BANGLADESH
DOMIIIICAN REPUBLIC

COITA RICA
EL SAL VADOR

ftORDCCO
YEMEN
lQYI'Y
JORDAN
PAKISTAN (PRElII1INARY

STRATUY AT TIII£ OF
AIS. NO MACIIO ANAlYSIS)

SRI LANKA
IIiDIA
~OCAP ~O I1ACRO ANALYSIS)
CARIBBEAH REGIONAL

(NO MCRO ANAl YSi $1

m) UPDATES AND SPECIAL TOPICS

EARLIER TH IS mR, THE AGENCY EHTCRrD INTO A
I1EI10RANDUM OF UNDERSTANDING IIITH THE PEACE COR~S TO
ENHANCE SIG~lrICANTLY CUOPERATION IN COUlnRIES ....IlEIt[

liE BOTH OPERIi7E. THIS IS A CONTINUATION OF THE
EFFORT TO INCREASE COLLABORAtiON IN THE FiElD 8~'!IIt:EN

AID AND PEACr. CORPS. THESE JOINT EFFORrS ARE A
VALUABLE IIAY OF INCREASING TNE IMPACT OF OUR PROGRAMS,
AND OF HEL'IHG ASSURE TNA7 REQUIR[O HUIIAII AND
FINANCIA!. RESOURCES ARE AVAILABLE FOR II'fLL PLANNH
DEvtLOPtl£NT EFFORTS, ~t REQUEST THAT MISSIOIIS Dlscun
THE SIZ£ AND SCOPE or AID/PC COL LADORATION AND In
RELATIONSHIP TO TNE COUNTRY DEVELOPMENT STAATEGY.

-- IIISSIOHS SHOULD GIVE SPECIAL ATTEI/TION TO NEI/
EIlPH~SES IN P!!iVATE $ECTOR, ENERGY, IIISTITUTIONAl
DEvn OPMENT, AIID HCHHIlL OGY TRANSFER AREAS IN
PROGRAMMING THE ~LANNED ust OF ESF RESOURCES.

MISSlnKS ARE ENCOURAGED TO BEGIII THE DIALOGUE IIITH THE
PEACE CORPS IN THE (ARL lEST STAGES or THE S7ANDARD
AID rROJECT DEVELOPMENT CYCLE.

C, PEACE CORP'S

5. 1B2 (I)) PROGRE SS AND COI111 ITrn:IIT LUAHON 01Wl

THE PROGRESS AND CO~MITHEHT RATINGS VllL DE HANDLED BY
AIMI TNIS HAP.. REGIOHAl BUREAUS IiILL PARTIC'PAT[ IN
THE RATING PROCESS ~ND IIILL AR.RANGE FOR MISSION IHPlTT
AS OUES710IlS ARISE. THIS SECTION or THE CllSS AS
REQUIRtD BY PREVIOU~ GUIDANCE, CAll BE OMITYED.

~) SHALL PROGRAI1 STATEIIENTS, STRATEGY REVIEIIS, AND
UBULAR SU8MISSIONS. THESE ARE VERY BRIEF SUII11SSl0NS
FOR \lHICN COlITENT AND TIHING \lILL VARY. SPECIFIC
INSTRUCTIONS IIILL BE PROVIOED IN REGIONAL BUREAU
aUIDANCL

W STUHGY R[VIEI/$ OR TUULAR SUBMISSIONS

6. AGENCY IIORKFORCE

AGENCY STAFF LEVELS VllL conTINUE TO BE A CONSTRAINT
THROUGR THE PLANNING ?ERIOD OF THE cess. MISSIONS
SHOULD NCT BASE THEI~ CHOICE or ST"ATEGY OR PROGRAI1:
ON PUSUMED 'NCR£ASCS IN STAFr SIZE. IN FACT, TNE
AGENCY WILL EXPERIENCE nArr REDIiCTIONS OVER THE N[Xi
FEll YEARS. THE MAGNITUOE AND TII1INO OF R[DUCED
CEILINGS HAS NOT VEl BUN ESTAHlISHED. IN SHAPING
STRATEGIES AND PROuRAMS, I1ISSIONS SHOUlD MINIMIH STAFF
REOUIREI1EIITS, KrEJtINu IN IIIND THAT MISSION STAFF ml

IS LARGELY A rUNCTIO, OF THE COHBINATIDN OF PROGRAM
SIZE, NATURE OF PROCRAII, IIANIlER OF IJ1PLEMENTAT ION AHO
CHARACTERISTICS OF INDIVIDUAL COUNTRY SITUAT IONS. IN
AS BRIH A DISCUSSION'AS POSSIBLE, PlUS[ DCSCRIBr HOII
THE PRDGRAII CAN BE MANAGED RESPONSIBLY WITHIN TIOHT
PERSONNEL lEVU S.

7. COUNTRY CDSS REQUIRlJ1EHTS

Ul SMALL PROGRAM STATEII£IITS
INO IAll OCEAN STATEs
CAI'E VERDE

CONGO
QUINtA
II URA Ll OIl I

ZURnA
ASIA REGIONAL
TlNZAHIA
LUDTKO
IIIWUND I
RIIANDA

IIAUR i UN I A
S(NtGA~

UPPU VOLTA
CLAU

DJ IIOUTI
8EIIIII _

CENTRAl AFRICAN
mUllIC

EQUATORIAL ;UINEt
.UINU IISSAU

TOOO

NEPAL
SOUTH PACIFIC

101$I/ANA
IWIA
ON ANA
ZAIRE

NIGU
SWAI lLANO

THE REQUIREMENTS FOR THIS YEAR'S SU81'11SSIONS HAVE 8£[N
11001flED. THERE ARE THREE CATEGORIES OF SUBMISSIONS
FOR lHIS YEAR'S COSSS CYCLE:



Attachment C
UHCL AS SIFIE 0

Depart177.ent Of State
OUTGOING
TELEGRAM

ORIGIN O"IC[ (~.!.:..lU

INFO AAAF·Ol AF!4·03 'FSA-OJ AFFV-Ol Arcu·OJ AfOP-02 "['O-OA
AFOR'B6 AFCA·OJ AAAS-Dl ASE~-Ol ASPT·O~ AS'N-01 ASO'-02
AAlA'BI LACE-OJ LA=~-OJ LIOP-03 lAon·03 AA"E-O\ IIEOP-02
NETC·04 IIEEI-OJ "EHA-OJ NEJL-OJ 'PCE·OI POPR-O! PPPB-J3
GC-OI GCAF'OI GC~S·OI GClA-OJ GCFL-O! GCnE'Ol FM,02
ASPO-83 ASTR'OI AA.T-OI .TN·J) FFP-03 orp'OI AFOA'Ol
ES-O! AAIO'OI AGRI'OI COM'02 OM8·02 RELO-O! ASSP'02
LACA·a) MP'OI AS81-03 AFPI1-01 HIS 1114 M

DRAFTED BY AID/FVA/PI1.:B:IOMAlI
APPROVEO BY A/AIO:MPMCPHER.Oll
AIO/FVA/FFP: RCNASE iOR~rrl

AIDI"VFVA: JCBLOCH IDRAFTl
AIOIAAA/PP~/POPR: RA,CHI IACTGI lOR
FTl A,O/I<SiA/OP: CJO~H.ON IORMT)
AIOIMR/OR. JMUOGE (ORAFTI
AID/AAlNE: BLAtICllAiO IACTGI ISUBSI
AIO/UC/OR: OLAlAR {ORMTl
AID/AA/PPC:L.MUCKER (DRAfT)
AID/AA/PPC, JOOL TOil IDRAFT'
AIo/Prc; CMI CHAL OPOUL O. IryRAF II
DE~IR(D OI.TRIBUTION
ORIGIN FVA IIIFO AFOP AFO' AFDR AFPH AA~I ~AA~ A~EH ASOP A~'D ASTR
AALA LADP LADR A~NE ~EDP HEro ~EIC prCE POPR PPP3 GC GCAF GCAS
GCLA GCFL GCIIE RBS MP FM SIll >FP Of? (S AAID AGRI COM OI1B
TRSY 3V-00 EIIO

--····_···-·······113631 272~01l 138
P 17lJ3GZ JAI! 82 ZEX
FM SE:~rAT, VASHoe
TO ~ID vORLOVIOE PRIORIT~

USMIS:lON ~EI,EVA PRIORITY
AME~BAS.Y PARI S P~IOR I TY
AM,MBASSY ROME PRIORITY
ACCRA POUCH
LAGOS POUG.f
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3. HEMINTS OF '.L. 480 PROGRAMS; rooD AID PROGRArlS'
MIGHT BE SAID TO ~AVE ~EVER'L -DIMEIISIONS·:

STATE C1IJ~4 1392 GOA!73 AIOS~~9

rooo AIU ~ROGRAMS COliFORM TO. ARE cCtJlIST£NT IlITH, AND PRO-
MOTE Itlt U'G" OV(~~LL OCV[lOPH(t1T PRIORITlet AND J'Jrc·
TIVll IN A r.OUIiIRY, AIIO III IHI ot~RU 0' IHflRDlPlHOlNCY,
RfIN'ORC!MIHT AlIO COOROIIIAIIOII OF ,oeD AID AHD NOIl-'OOO
AIO PROGRAMS. VITH REs,r:T TO TK£ FORHER, INTEGRATIOII
CAN TAKE PLACt AT THE BROAD COtlCEPTUAL LEVEL AS THE
MISSIOH ID(llTIFI~S IrS OEvnO'MEI!T OBJECTIVES, rORMU
LATES A STRAT~GT TO ACNIEVE THE.E CBJECTIVES At/O !ELECTS
THE AREAS OF ACTIVITY IN VHICH IT INTENDS TO FOCUS ITS
OVERALL ATTElITION AIID RESOURCES. SUCH IAPGET AREAS ARE
CHOSEN BASED, INTER AL lA, CII AN EXAMINATlOIi or (AI THE
CONHqWITS AIIO PROBLEMS IMPEOIlIO EQUITABLE DEVElOPMENT
IN THAT COUllTRY AIIO 181 THE OPPORTUIIITIES rOR CONSTRUC·
TIVE CNAI/GE, GIVEN THE ENVIROIIMENT OF LEADERSHIP AIIO
UNTAPPEO POTENTIAL, ~NO·THE LEVEL AND MIX OF RESOURCES
IIHICII AID IS CAPABLE OF BRllIGltlG TO BEAR. THESE COIISIO·
ERAT IOtiS A~E EXPRUSEO 1/1 THE COUNTRY OEVELOPMEIII
STRATEGY SUW1ErlT lCO:;S). ANO THE OBJECTIVES OF (ACH
P.L. laa PROGRAM _. IIHCTHER rmE I, II OR III •• SHOULD
8E COMPATIBLE IlITH THIS LARGER srRATE~Y FRAME~ORK.

• INTEGRATIOII THUS IMPLIES CON:;ISTEIICY OF P.L. 4GJ
PROORAMt1IIlG VITH AN ~VER~Ll STRAIEGY, RErUCT~D Itl THE
COS., IIHICH GOVERNS IHE NATIJRE, USE ~NO AaOC~TION OF
NOtHOOD AID ~E;OURCES AS UELL. 6~Y01l0 THIS, THERE
ARE.OP'ORTUHITIES TO IIITtQR~TE FOOD AIIO "O~-FOOD AID
RESOURCES 1I0RC PR£CllClY TO ACHICVE :;'(CirIC ~ROQRM1

OIJECTIV[S, ANO THIR!8Y EHHANCE IH( OEVfLO'M[I,TAL IM~ACT

OF [ACH RESOURC[.

• THE FOOD ITSElF;
• THE POTEIITI~L FOR l paLICr OIALOGUE IIHICH THE ~ L. 480
ASSISTANCE ITSELF, OR t= ~ PART or r i. OVERALL U. S.
ASSISTAIICE PROGRAM, PROVIDES,
• THE FOREICN (XCH .. NGE REiOURCE FLev INPUCI; III THE
~.L. UO ASSISTANCE,
• THE GEIIERATEO lOCAL CURRENCY;
- THE INTERMEDI.RIr:; IPVO:;1 UHICH DISTRIBUTE THE FOOD.

10·1 SEA-12
IllS R

INR-!B EUR'(2 Ar-IO EB'O&
ARA-16 AMAO-OI AGRE·ao OES-09

INFO OCT·OS
NEA-or

•

UIICLAS STATE 321304

AIOAC FROM ~CPHERSOII, AID ADMllIlSTRATOR TO MiSSION OIRECTOR~

(. O. 12a6~; ~/A

TAGS:

SU6JECT: INHORAT 1011 OF P. L. 180 RESOURCES

- THE IMPORTANCE ~HD SIGIlIFICAIlCE OF EACH OF THESE
VARIES FROM COUIITRY TO COUNTRY OEPEHDllIG ON THE SPECIFIC
COUIHRY CIRCUMSTAIlCES MID THE IlAIURE OF TNE :;PECIF iC
P.L. UO PROG~AN. OIlE OR MORE OF THE:;E ElEt!~IITS ARE,
HOI/EVER, SUSCEPTIBLE TO IIHEGRATIOII BOTH I.'ITHIN TNE
CONTEXT OF TNE OVERAll U. S. OEVElOPMEIlT OBJECTIVES AND
STRATEGY III THE COUNIRY AHO IIITH 1I0N-FOOo AID RESOURCeS.
TM[ REtlAINOU OF THIS MES3AGE o,r[RS ILLUSTRATIOIIS OF
HOIi III IS CAN I( ACCOMPLI SHED.

1. INTROOUCTIOII: YOU KNOV THAT I AM COM~ITTEO TO THE MORI
EFFECI I VE USE OF P.L. aD RESOURCES 10 ACCOM'tISH Dlvno,-
I1ENIOBJECTIVES. OIlE IMPORTAIIY IIAT TO STREIIGTHEII FOOD AIO'S
OEVELOPMEI/TAL IIIPAcr !S TO iNTEGRAIE IT MORE FULLY INTO
OVERALL COUNTRY STRATEGI(~ AND PROGRAMS. AS TOUR MISSIOH
'REPARES ITS CO.5, 'Bs, AIIO PROGRAM MATrRIALS, I IIOULO LIHE
YOU TO BE MINDFUL OF THE 'lARIETY OF OPPORTUIlITIES FOR INTE'
G~AIIDN. THIS MESSAGE OIFERS A NUMBER OF EXAMPLES, ORAUN
FROM ONGOING AND PROPOSED COUI/TRY PROGRAMS. SOME IIILL OF
COURSE BE HORE APPROPRIAIE IN YOUR COUIITRY PROGRAM THAN
OTHERS. AS A IIHOLE, THEY SNOULC stRVE 10 STlruLATE YOUR
THINKIIJG, AND ENCOURAGE INIIOVAT:OII. IN THIS REGARD, YOU
HAVE RECEIVED THE POLICY OISCUSSICII PAPER ·roeo AID AND
OEVElOPtlEH1,· IT TOO SNOULO SERVE AS A RESCURCE TO YOU IN
THIS EHORI.

2. LEVELS OF IHTEGRATlOH: INTEGRATION OF P.L. cao MAY BE
SEEN AS HAV I~G TIIO COMPOI/EIITS: (AI :H( EXTENT TO IIH ICN

~) TH! '000: FOOD AID CAN CONSTITUT[ AN ADDITIONAL

SOURCE OF $U~PLY O[~RESSIHG DOMESTIC rooD PRICES THAT
CAN INHI81T INCREASES III ~GRICULTURAL PRODUCTION AIID
REAL INCOMES IN TKE AGRICULIURE SECiOR. IT IS IM'ORTAHT
THEREFORE lHAT FOOD ASSISTANC! BE ~ROVIDEO IN SUCH A
MANNER AS TO MINIII/lE IHE POTENTIAL NEGATIVE IMPACT ON
OOHESTIC PRODUCTION AND fa ~VOIO RUNlIlNG COUNTER TO U.S.
ASSISTANCE EFFORTS TO IIICREASE DOMESTIC AGRICULTURAL
PRODUCTION CAP~~:~IES •• THROUGH FOR EXAMPLE DA SUPPORT
FOR A VARIETY OF IHHUTRIJC1URE PROJE:rs, TRAINING,
RESEARCH PROCRAMS AND .XiEIlSION a:;TIVITIES.

- TARGETlEO '000 DISTRIBUTION 'ROGRAIIS UNDER TITL[S I OR
III PRESENT THE CHALLENGES AlID O~'OATUNITIES rOR SU"LE·
MENTARY SUPPCqTIVE PROGRAMS THAT ARE PRESENT IN THE CASE
OF TiTlE II; DOLLAR FINANCED PROCR.I1S or NUTRITION EDU
CATION, HEALTH jERVICES, ETC. CAN DE INTEGRArED TO EN-

U:N.cL AS SIF IED
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HANCE THE IMPACT 0, TltE FOOD DISTRIBUTION PROGRAM.
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- FOOD IS 0, COURSE A ~EY COMPONEI/T Or ,000 FOR YORK
PROGRAMS UI:OE~ ,I TL f II. RATHEP THAN SUPPORT I,OL ATED

IIIFRASTRUCTURE PROJECn, THE ,OCD CAl: DE LINKED TO

COHEREI/T AHD WELL-DESIGNED DEYEIOPMENT EFFORTS SUPPORl-
EO BY 1/0N-rOOO AID RESOURcr:, rrw PRO~RAMS M=Y MOBILIZE
LASOR IN LAIIO REC,AI1ATIOI. ~IIO ~tSETTLEnENT, AS All Inlf
GRAL PARlor REGIONAL AGRICUL TlIRAL DEVELOPMENT PROGRAMj,
A ~EFORESHT 1011 PROGRAM SUPPO~T[O ey rr~ CAli COt1Pl!I~ENT

AGRICuL IUP~l PROO\ICT ION PROGRAI11 III THI ~A11t uIOGRA?HIC
AREA.

- TiTlE II FEEDING PROGRANS o,nR AHPL[ OPPORTUNITIES
,OR II/TEGRhTIOIL NUTRITIOH EOU"ATlOII PROGRAtIS, FUNDED
IN PART OR WHOLE THRDU"H THE D. ACCOUNT, CAN MUCH STRENG-
THEN MCH "~TIVITIES, ItlOEEO, EYALUATIOHS H.VE SUGG[STED

THAT HCP P.OGR"M IMPACT IS IHPORTAIITL Y AFrECHO BY COM
PLEHEIITAoy EFFORT,. FURiHER, FOOD OISTRIBUTIOli CEIITERS
CAli B[ THE LOCUS OF FAMILY HAIIIIIIIG ACTIVITIES, HEALTH
CARE SE~VICES AND COMriUNITY OfVllOPtIEII~ -- lil/ICH CAU BE
FUNDED BY • COMBINATION OF DOLLAR AID AIIO COUNTERPART

- IN COUIITRIES IiHERE THE FOOC IS TO DE PRoce:SEO, IT CAl'
BE All ItlPORTAIIT TCOl FOR EN"LOYMeI!T G[I:eRATIOII AllO AuR'
BUSII;[:~ oeVELOPNEIH, OEP(II0lNG ON T;E STRUCTURE MID
COMP[TITIVEIIE:$ Dr THE lOCAL MILLIIlr, It;OU5TRY. THE
O[PEIIDEHCY Oil rDO~ I~POUS AND /010 Cn~ H rlEOUCEO By
THE PROIIOTIO~ Of HEll FOOD TECHNO,O('Y EiIl,RPRI:ES WHICH
BLENC uOflES, ,O'.L' ~RODUCEO CERE4lS AIlO G~AIH LEGUNES
IIIT~ rOF.TIFIED FC'OO~ ItlPORTED UIIDER TiTlE: I, IN OH[

COUIITRY A 04-rUIIO£0 PROJ,CT I, PRQI101111c. THE PRODUCT 1011,

PRO:CSSING Alie CO~SUMP1101; OF \lEANI/IG fOOD BI"tO Oli

HILLEl. I~ AIIOTHER, FRE,H r ISH IS PUPCH,'SEC IIIH TiTlE
I GENEnATIOI:~ FRO~ 4RT15A11 FlS"E>.Y COOPERHIVE. ANO
01 STRIBUTEe Ef CRS ~S /, PR(,1( 1/1 SU'PL(MEI/r Ie M01H[RS
AI/O CHILORtl; (,T 11:H CENHRS.

IB) POL ICY 0 I AL O;;UE; P, L. 4ao PROCR ~/'.s tMV P~OV Iot Ali
OPPORTUNITY 10 EIIGAGE LOe GOVERNMEIIIS IN A POLICY
DIALOGUE 111 AT LEAST TIIO \lAYS. THE FIRST EIIHllS DIS
CUSSIOI;S 0' P. L. lEO t,S rART Of THl OVlRAlL ASSISHIICE
PRCGR~M 8E1UEE~ SENIOR nISSIO~ ~TArF AUD HOST COUNTRY
crrlC,ALS ~HICH FOCUS Oil 11tCRO OR SECTORAl POLICY ISSUES
lr,1· REO'JIRE SP(CI/'L ATHHTIOII, I/HER( .PPROI·~IATE THIS
DI "lOGvt CAti RE IIIFO~C( 1; E PROGRAMS ANc STRlICTURAL AD'
JUSTI1[:11 CHORTS OF T;E II1F AIIO THI IBRD, llTLts I AND
III tiP III SPECifiC COUNTRIES DE ~ARTI~vLARLY US['U~

VEHICLtS -fOR CREAT",G /, POLICY DIIHOr,U( AtiD III RE IN
FORCIIiG lll[ [F,oRTS or THt IMrtlHD lH,10UQH 1101 OIlLY THE
~.L 180 AGRrEMEII! euT ALSO SUCH MECHAlIlsns AS SIDE
LETT(RS OF UI/DERSIANOIHG IIHICk SUPPORT SELECTED RC,ORMS
BEING pURSUED BY THOSE AGEIICIES.

- THE C!PACJ1Y TO EIIGAGE TIiE NOSI GOVERNNENT III SUCH
DI$CU,SIOII MAY CE £IIHAIICEO IIHEN p.l, ISD AliO II0tHOOO
kiD RESOURCt LEVELS ARE DISCUsSED AT Tkf. SAME III1E,
AL THOUGH THERE MAY 8E DlFrERENCES III TH, PROGRAMIlIfIG
TIM£TABLES or TliES[ RESOURCES THAI LIKIT OPPORTUIIITIES
fO~ SUCH JCli/T DISCUSSIONS, THE (FrUTIY, SCHEOULIIIG or
MIO-HRr. AI;~ OTHER PROGRAI1 REVI[IiS COUtO BE en IIAY TO
INSUR( BETT[R COORD IllATION.

- THE GREAlEST POTEI;ll"L FOR ENTERING IIlTe A "ROOUCTIVE
DIALOGUE NORMALLY EIISTS PRIOR TO THE riRM COMN'TnENY
OF TN, P.[SOURCES. THE DIALOGUE SHOULD HOWEVU; BE AN .
Ol/GOING PROC[SS WITH {HE HOST GOVERt/M[NT A~O THERE MAY
BE ADDITIOHAL OPPORTUUITICS TO (FreClIV[LY [IIGAG£ THE

GOVEnNI1£IIT IN SUCH DISCUSSION, SUCH I\S MIO-I£RfI REYlEIIS

- S[CONO. FOO' AID ITSELF ALSO CAN PROVIDE AN OPPOR
lUNITI TO ESTABLISH A POLICY DIALOGUE WITh lHE HOST
GOVERNtlENT, PARTICULARLY ON ISSUES SPECI,IC"LLY

RELkTtO TO l;;E AGRICUL TURAL SECTOR OR THE FOOD AID
PROGRAMS AND ActiVITIES THEMSELVES.

- COORDINATED PROG~AMMING 0, FOO~ AND ~ON-FOOO AID
RESOLIRCES PARTICULA~~Y MUTUAllY ReINFORCII,G P.L. UP,
OA AlID ISf ACTIYITIU THH ADDnE:s IH[ IIEAR lERM Olrr I'
CUL liES (POLllICAL, rrNAt/CIALl WHICH MAY RE:;UL I FROM
STRUCTURIIl ADJUSTMENT AND POL I"V CHAIIGES NAY BE IMrOR
TANT IN SPECifiC COUNTPY SllUdlOIlS III FACILITATIIIG
NECESSARY BUT DIFFICULT POLICY CHANGE:.

- FOR EXAMPLE, THE RfOUCTIOIl OR ELI;IHATION OF A SUB~IDY

TO THE ,000 CON:iUflER, OFT£1l RlilSES S~RIOLIS DOMESTIC.
ECONOMIC AllO POLITICAL ISSUES IIICLUOIIIG Tllf IHPACT Oli I;E
POORER ELEMENIS 0, RUR~L AIIO URBAN SOCIETY 0' HIGHER fOOD
BILLS. II0lHOOO AID P,OGRAI1S CAl: COMPLfMENT THE rOOD
ASSISTAIICE II: SUCH CIRCUMSTAIICES BY, rOR EXAMPLI, PRO
HCTS AlliED" IllCRUSeD FARM PRODUCT 1011 AND IMPROVED
OISTRIBUIIOIL

Ie) lOCAL CURRENCY PROGRAMMIIIG: ~HILE LOCA. CU~RENCI[S

GOI(RAHD FROM THI SALE or rooD ARE III IIOST CASE: HCHIII-
CALLY Olil/ED By THE HO$! Gu;;,i\IItlEl:T, Ij[VERTH[LESS IT IS
NiEN PO~;'IBLE TO REI.Cr. AGRrt:MUI1 II'TH TIlE GOV[,I!t1ENT ON
THE LISE OF SOME or THOSE LO.:I' CURRENCIES TC SUPPOIi! ~

VARlny or OTH[P PROCRAMS, SO~E or VllieH fillY BE OOllAP-

'UNOED. FOR exAMPLE, SUCH lOC"l CURREIlCleS CA'"

- FUNe IN-COV!lTRY iR~IIIIIIG IfI, E.C" IH[ NAr:AGUIEliT OF
GRAI~ STAB Ii. 111,; 1011 rRDGRAllS SUprOFTED BY P, \. H~ ASSIS
IAlICt, lIoll[ CI. ru.lC: MY fl/iIllICl lH[ rOR[Ir,:1 EX~Hr,IIGE

COSIS OF SUCh 1R41111% IV. S, TtCkIIICIMIS, AS IIEll AS HCIi-
I:ICAL A~SIS;~I:(, 0(:1101:[D 10 STR,NGTIi,I/ TH[ 1/::;T:Tl'TIOII'$
AHfll YTICAL CAPABILITIES.

• SLIPPOR1 DISCR,TE PROJECTS WHICH M"Y 0, OIRECTeY LINI',EO
TO, IF IICT PARTIAll; rUliOEO BY, OE'IELOPHEln A5SI:1AIIC[
lOR ESf), HE4l TH CAPE CEII7(PS C"I~ BE DUll T or. UP_PAOEO;
IRRIGH IOU SYST,nS CM; BC CONSTRUC1EO IN AREAS IiHERE
GREATER OO:1E$lIC rRO~U~1I0N IS A MAJOIi OBJ[CTIVE, ETC.
IN BRIEF TI!~ ~O~Al CURRUICY GENERATED gy P.' HO SALES
CAN BE US(FU. III SPE~lfIC CASES :0 FiNAUCE IMrORTAllT
ELEMENTS or ~ COUNHy OEVELOPt\ENT STRATEGY INCLUOIIIG OA
PROGRtMS. C.lUIION, HO~EVER, MUSI BE EXERCISeO TO AVOID
TIlE U., O~ THESE lOCAL CURR(N:llS AS A SUtSTiTUTE ,OR
NOItMl HOST CJUI;T;:y IXrcNDITU~E~, IN SECTORS SUI'PORHO
tY THESf OA rnoc.RAI1S.

• A REYIEW 0; THE tlAXltlUM USE OF LOCAL CURRElley FROM THE
SALE OF FOOD IS CURRENILY UIID[RWAY AND FURTHER GUIOANCE
\lIL\ H GIVEII. THE FIELD SHOULD KE[P IN tllND THAT DilLY
IN THl MOST HCH/lteAL SEIIS£ ARE THE PROCErOS THE PROPERTY
OF THE HOST GOVERImEIlT. THIS IS AN IMPORTANT CHANGE IN
YIEW ON THE USE OF PROCEEOS.

W) PVOS: HISSIONS SHOULD BE MINDFUL O~ OPPORTUNIT IES
TO LIN~ TNE PUBLIC AND PRIVATE SECTORS THROUGH THE VEKI-
CLE Dr FOOD AID. PVO! REPRESEHT AN IMPORTANT PRI-
YATE SECTOR P.ESOURCE. SEYERAL S,~VE EF,ECTIVELY AS ItlPL~-

tl£IlTORS or TITl[ II rr,OIlIG PROGRAMS, IN ADDI T1011, PYO
PROGRtNS CAN BE SUPPOR~(O THROUGH AGREEMENT ON LOCAL CUR-
REHCY USES. A.OMI TTEDLY, lHERE NAY BE RELUCTAIICE TO-REL Y
ON .THESE RESOURCES, PARTICULARL' IIHERE 110 SPECIAL A"COUNT

EXISTS, AND WERE THE V,S. IS tlOT COMMITTED TO A HULTI·

YEAR rOOD AI~ PROGRAr.. NEVERTHELESS, OPPORTUNITIES-lIlll
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OUTGOING
TELEGRAM

- ~VOS CAli A~50 BUILD Otl THEIR fOOD DISTRIBUTIOII EXPER
TiSE AND EXPAND THtlR ACTIVITIES INTO fOOD PRODUCTION
PROGRAMS. LOCAL COOPERATIVES, ASSISTED BY PVOS, CAN
SERVE AS LOLAL AGE~rs FOR HARKEIIIIG AND OISTRIBUTION Of
FOOD AID IIY.ILE TH£ MARKET IIfG SYSTEM IS ~TRENGTHENrO

THROUGH DOLLAR FINAIICEO GRANIS AND LOAIIS •• I~CLUOING

fUNDING FOR THE PVOS THEHSELVES.

(EI HOST COUNTRY fORt I GN EXCHAIIGE EXPtNDI TURES: IN SOI1E
CASB IT HAY BE PO:SIBLE, AS PAiiT or THE P.L, -UD PROGRAM
OR AS PART OF THE OVERALL U. S. ASSISTAIICE PROGRAM,
TO IIEGOT lATE AGREEMEIITS IIITH THE RECIPIENT G(VERUI1ENT ON
THE usE or fORE IG~ EXCHANGE RESOURCES FOR THE II1PORTA'
T101< or SPEClr IC COI1MODIT I£S OR ITEMS IIHICH COMPLEMENT
AID PRCJECTC OR ADeRE:: SPECIFIC PROBLEM AREAS CDNCIOERED
IMPORTANT TO THE OEVElOPMfuT PROCESS. III OtlE COUllTRY, IT

I/A~ ~GREEO THAT INCREASED LEVELS OF FERTILIZER \/OULD BE
IMPOPTEO, FOR USE BY SMALL rARHERS. IH TURN, THE SMALL
rARMER PRODUCTION SYSTEtIS IIERE THE SUBJEC! or OTHER ASSIS'
TANCE PROJECTS, rUIIDEO ty IHt P. L. 4&e GEIIEHTEC COUIIHR·
PART'· I.E., 1I0RYoIliG CAPITAL REOUIREIIEtlTS MET-T;ROUGH
LOAUS OBT£IIIABLE FROM THE RURAL DEVELOPMENT BAtiK.

4. THERr ARE, ADHITTEDl Y, CONSTRAlIlTS TO INCREt-SED IIITE-
GRATIOtl Of rooD AIIC rlOIHOOD AIC RESOURCES IN SPECifiC
PROJECTS. THERE IS SOHETI ;ES ~ RELUCTAIICE TO DEPEND 011
to RESOURCE (rOOD, OF THE LOCAL CURRENCY GEIiERATIOUSl
IIHICH IS SHIl AS 'UUREL IABLE" FRO:l YEAR TO YEAR. THERE
ARE PROBLEMS If' EIISURIII~ IHE III1ELY TRAN.fER or LOCAL
CURRENCY 10 THOSE OOVERIIH[::I AL AI:D 1I01l-GOVERUMUII AL ENTI'
TIE$ CHARGED IIITH CARRYING OUT IHE SPEClrlC A:TIVITIES
AGREED UPOII liKE LOeAL CURRE 'IC~ USES). THE lllllNG or
RESOURCE fLOIiS 11/10 A DEvElOlllIG COUIITRY BECO;ES HORE
CRUCIAL II; THE Ci.SE cr roo~ ~IO, PHA~IIIG IIITH OTHER AC-
TIVITIES trCOIIE~ H~H DiffiCULT. IIUERTHELES" THE
EY,AlloUS CITED H'RE III. IIliIC; ARE B~Sa 011 ASS'S, PROJECT
OOCUMEIITS, 1-110 R[PO?':S fRCtI REGIOIiAt BUREAUS, IIiDICAlE
THn INTEGRAT 1011 I! II: I1AIIY Ct.SES POSSIBLE AND DESIRABLE.
IT IS ESSEllTiPL IHt.1 ALL IIIS~ICII STAff. rROH IHI DIRECTOn
011001111, eE SEIISITIVE TC THi:.E OPPORTUIIITIES.

- IIHILE THE ABOVE EXAHPL[S or PROGRAM AUO PROJECT INTE
GRAllON HAVE HI:DEC TO STRESS OPPORTUHIIIES TO UTIL IZE
rOOD AID TO SUPPOR: ANC COHPLEIIEI<T uOIl-rOOD AID ACTIV-
ITIES, I IIANT TO EI1PHt.SI~E THE IIEEO TO LOOK Al 80TH SIDES
or THE COlli. THAT IS. THE DES"IIERS OF DOLLAR FUt/OED
PROGRAIIS SHOULD LOOK rOR OPPORTUIiITIES TO DRAII ON rOOD
/lID PROG'RAIIS TO E/IHANCE THE IR DEVELOPHENTAL IMPACT. I
1I0ULO E"PECT PROJUI DOCU::EUIATIOI/ TO EXPLORE THESE
OP~ORTUNIIIES AND REVIEIlER~ OF fOOD AflO liON-rOOD AID
PROGRAMS 10 BE A~ERI TO THEr1. STOESSEL

"
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