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Dear Dr. Hannah:

No report which deels with sc sensitive a subject and which so
directly affects the professional responsibilities and personal
lives of the staff can hope to state a consensus, We have made
extensive use of suggestions which have been forwarded to us
directly and through official channels, We have drawn on the advice
of the Advisory Group and on that of others experienced in the
cperations of deveiopment progrums and AID specifically. Nonetheless
the conclusions in this report are our own.

We reslize that orgenizational questions are a matt.r of judgment
rather than ovjective criteria. We have therefore avoided specifying
organizetional chenges in detail and have liaited ourselves to
sketchirg the broad outlines of how we think the Agency can be
regtructured within existing legislation and Executive Orders to
improve our =fficiency, challenge our personnel and become more
responsive to the world of the 1970s.

We received our assigmment on September 27, well before the events.
of October 23, Inevitsbly these events affect the consideration of
this report, and its uses, However, as . now it appears to us that
our recommendations remain valid and that action on them is both
desirable ané opportune. Even if we do not receive & two-year

- authorization for developmens assistance, detailed plans for an
imprcved organization will be an important element in discussions
with Congress next year,

We are conscious that there have been many reports in the past whose
only impact is a faint imprescion in the dust on library bookshelves.
We hone that ours will not suffer the same fate. We therefore urge
that you move to a quick consideration of the recommendations we
have made, followzd by decisions on implementstion., The decisions
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are tough, but the issues are clear enough. The momentum toward
revitalizetion, which our report hopefully is starting will be lost
nnless we move expeditiously. There would be nothing worse than to
have the attempt at self-analysis and self-improvement bog down.

We therefors hope that within the next few weeks you will have
completed your consultations and have formed a judgmer i on which of
our recommendations will be implemented and how.

We suggest that as soon as the decisions are made & Task Force on
implementation be established. The effort will fail unless it has

high level guidance, which means that respossibility must be located

in your office under the personal supervision of the Deputy Administrator.
To prescribe change is =2asy; to implement it is a long and frustrating
pProcess.

We wish tc express our particular thanks to Mr. James E, Williams,
Associate Assistant Administrator for Administration, who has
participated fully in the wort of the committee.

Tr conclusion, we wish to say that the nature of the assignmesat
precluded our dwelling at length on many of the strengths and

vastues of our existing programs and organization. We can simply
point to the fact thet the motivation fmr this exercise came
exclusively from within; it takes a strong organization with dedicated
and perceptive leadership ¢ be willing to operate on itself, We
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have been honored and chellenged Dy having been asked to lead The

Pirst steps in this process of revitalization.

Ern¥st Stern, Chairman

Philip Birmb -

.. 2R

Thomas Arndt
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I, INTRODUCTION

It is desirable to stress st the outset what this report is mot

s0 that readers will not have erroneous expectations. Our report

is neither an analysis of past accomplishments and problems nor a
management study; nor did we attempt %o provide a detalled blueprint
for reorgenization.

Qur report does provide a strategy for change and it spells out some
of the principal components of that change.

In preparing the report we were guided by voluminous and heipful
comments received from the field and Washington offices. These comments
ranged from the very specific to broad proposals for restructuring
ATD. %We have made extensive use ¢f the meterial. Many of the
commenis dealt with details more appropriete to the implementation

of proposed changes, and we have collated that material for such use.
In addition, we drew on the "transition” studles which bad been under-
taken earlier when it was assumed that Congress would act on the
President's new 2id legislation in the current session. Many of them
deal with changes we feel are necescary, and they will reduce the work
needed in iwmplementing proposed changes.

State of the Agency

This report looks to the future. Yet, we must start with an
assessment of where we are before we can determine where we want to
go and how we can get there., Irnevitebly we must focus more sharply
on probvlems than on strengths, but it is on our strengths thalt the
proposals for revitalizaticn are built., These include:

Staff - Desvite losses of many competent people, AID stiil has
a reserveir of able personnel, skilled in development problems.
We combine in one organization the experience of development
lending, of sustained involvement in institution-buiiding and
training, of extensive participation in developmeunt-oriented
reseerch and knowledge of the development problems and policies
in many countries.

Comprehensivencss - We make racommendations on improving AID's
policy awareness, recognizing that the Agency has a broad and
integrated view of the development process and recognizimng the
interrelationship of sociel evolution, economic growth, science
and technology and the participation of people in development
benef ts.
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Irnovation - AID has its share of buresucratic inertia but,

compared to other development agencies, we have greater -
flexitility in integrating capital and technical assistance,
and a tradition of policy ionovation. AID pioneered in the
use of program lending, in the emphasis on comprehensive
planning for effective resource use, in the use of evaluation
systems, and in population programs--to wention a few arees.

In short, AID is a vital organization which performs a difficuld
job in the face of an extracrdinary amcunt cf outside pressures. A
self-examination is in order because we face & new environment and
because we can do better.

The major problems can be summerized briefly:

1. There is no clear sense of purpose zbout foreign aid in
the government, the Congress or the public, and our own sense of
purpose is diffused by ocur muitiplicity of cobjectives. The basic
comviction of the American public regarding the importence of foreign
econowic assistance and the role the United States should pley in this process
hes been weakened. We are in a pericd of turning inward, with increasing
emphasis on acute domestic social problems. This cannct fail tc have a
significant impact on our program and our staff.

2. The structure of AID has remained essentially unchanged in
a2 decade. During that period annual lending levels have been reduced
drestically, anmal technicel essistance funding hes been stagnant,
the importence of the international development organizations has
grown, and the development problems have changed. Some important
changes have been made--such as the creation of the Technical Assistance
Bureau and the 0ffice of the Auditor General--but our organization and
proceduras still do not adequately reflect the decreased volume of
services we are rendering to the developing countries. We retain an
overhead organization and staff which has the capacity to administer a
muck larger program, This excess capacity is used to over-supervise
and over-regulate field units and at other levels of supervision creates
& precccupation with means and procedures rather than ends. Responsibility
for policy, programs, budgeting and services is diffused. Lack of clear
management responsibility inhibits both crisp decision-making and effective
compmunication of policies. .

3. Our delivery of services to the field 1s slow and unuecessarily
hedged with restrictions. We are circumscribed by requirements imposed
by Congress, the GAO and others but even within these constraints our
control system is disproporticnate to the risks involved.
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4, ATID has a seriocus protlem with its publiic imsege; which is
poor. It remains a central fact of 1ife that neither the Congress
nor the pubiic understand the complexities of development, U,.S.
interest in providing assistance or the limited political infiuence
development assistance genersates,

Supporting Assistance and Public Safety

We believe that it is essential to proceed expeditiously with the

transfer of regponsibility for Supporting Assistance. There is no

need to await the passage of the International Security Assistance Act.
Present delegations of authority can be revised to initiate the change
after passage »f the FAA which establishes the Coordinator for Security
Assistance in the Depariment of State. The separation is necessary to

the restatement of cur purpcoses and the rebuilding of public understanding.
The present arrangement removes our control and effective supervision

but leaves us with the public responsibility. The transfer of

Supporting Assistance should include the transfer of *the Office of Fublic
Safety. While it is true that humane but effeciive law enforcement is
essential tc development it is equelly true that the program is politically
sensitive both in the U.S. and in the recipient countries.

Applying a Sense of Purpose

The first step in the process of revitalizing the Agency must be a clear
perception of its function. All else flows from this. Without a2 clear
understanding on the part of all component units of the role of AID, its
relaticnship to the development process and its function within the U.S.
Government as a spokesmen for development, the Agency will not be &
unified entity. After aliowing for necessary diversities of views and
interpretations, 2 central set of objectives must be elearly stated

and consistently suppcrted. This is the key to the transformation of
AID into an coperating agency with the thrust and morale required to de
fully effective.



II. DEVELOPMENT IN THE 197C's

Defining the rclie of the bllateral development assistance agency
requires that we spell out the assumpiions about broad trends in the
developing countries in this decade and the domestic constraints
within which any aid agency muist operate. Many of *these assumptions
echo the anglytical conclusions of the Peterson Report.

The Internsticnal Aid Mechanism

We nzed not recite sgain the details of the impressive growth of world
2id progrems-~bilateral and muitilateral--as well as the establishment
of organizetions dealing with development issues.

A few highlights will suffice:

. AID net loen authorizations declined from $1,330
million in 1962 to $632 wmillion in FY 1970.

. During the same period loan commitments by Germany
rose from $247 miilion to $727 milliion; of Japan
frem $18% miliicon to $973 milliom; and of Canada
from $106 million to $220 million.

. ILoans authorized by the World Bank, IDA and the
regional banks were $3,266 millicn in 1970; they
were $1,23k6 million in 1962.

» In 1962 the U.S. provided 51% of total DAC bilateral
technical assistance disbursements; in 1970 we provided
37% of $1.5 billion. The UNDP provided $67 million
in 1062; last year its program was $207 million.

. Regional organizations have grown such as CIAP, the
Caribbean Devzlcpxent Bank, the African Development
Bank, the SEA Development Advisory Group; «s have
~astitutions for coordinetion of aid programs and
development issues suach as DAC, the consultative
groups for major recipients, the UN Committee for
Development Planning and the World Bark coordinabting
group on agricultural research,.

What these, and other developments add up t0 are that while the U.S.

ig still a very important donor, it is no longer overwhelmingly dominant
in the provision of resources, the analysis of requirements or the
capacity to proffer advice. It is a participant in a system; nobt the
autocrat of development assistance.

.



The BEvolubion of the Reciplents

AID employees are well acguasinted with the progress of the developing
countries in the past decade. On the whole they have increased:

- their income (an averasge GNP growth per yeer
of 5-5%)3

- thelr capacity to manage their resources,

» their 2bility to plan,

+» their percepticn of development issues,

. their political power in international bodies, and

» their sources of external edvice.
Progress has not been uniform and the developing countries still vary
widely in their management capacity and growth potential--an important
factor in designing operational programs. Nonetheless, the nature of
reguirements has changea as have relationships between recipients

znd donors.

Evolution of Develomment Problems

Proviems facing the developing countries in the 1970%s also differ from
the development issues of the 19%0f's. In pert the new probisms are the
result of progress--second generation problems. For instance, incressed
agricultural productivity requires greater efforts in research on
diseese resistant varieties, in pest contrcl, in water management, in

istrivution and marketing system. Reductions in mortality rates force
urgent attention to family planning. Improved educational systewms
requires more jobs for skilled workerz. However, the perception of the
development process alsco has changed. Growth is still the vital element
but there is clear recognition that it is still not enough. Prlorlty
development objectives of this decade include

«» reduction in population growth,
. &adequate employment opportunities,
. more equitable distributicon of income,

. adeguate supply of nutritious fcod at prices
all peorie can afford,

in addition to continued efforis to increase agricultural and industrial
rroductivity, expand exports, raise educational levels and health
standards ané provide adequate shelier
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Policy Parameters

The Prasident hes clearly indicated the assistance pelicy he wishes
+o follow in his Messege to the Congress of September 15, 1970, and
in transmitting the new aid legislation on April 21, 1971. The basic
policy objectives remain unchenged despite the legislative vicissltudes.
These incluge
-~ Reaffirmation of the importance of development assistance--
piisteral snd miitilateral--tc U.S. foreign policy
obliectives.
~~ Strengthening the inbernational institutions by

. inecreazsging their rescurces,

. channeling an increasing share of U,S. developuent
assistance through multilateral agencies,

. providing bilateral assistance within a framework
established by the international institutions.

-~ Streamlining the bilateral as. stence program by
. reducing the number of employees abroad,

. maximizing the use of private sector resources in
implemerting assistancs programs.

-~ Recognizing the changing world relationships and progress
in developing countries Wy

. meintaining a "low profile”--not measured by number
of people but by attitudes and behavior patterns,

. relying more heavily on develcping countries to formilate
their plerns, programs and projects,

. increasing aitention %o the effective transfer of
science and technclogy.

- Operational Constraints

The TAA contains many provisions which restrict operating flexibility,
initiatives and inmovation. The close and continuous scrubiny by the
Congressional Commititees, the GAC, the I¢, and AG sometimes transforms
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prudence into fear of risk and action, in s business where risks are
great and time of the essence. While none of this eppears likely to
change in the near term, we belleve that efforts should be made to
normalize the "oversight” review function along the lines of cther
Federal agencies. We believe that the necessary recurring "detached”
audits and reviews, as required by the Budget and Accounting Preocedures

ct of 1950, can be adequately performed by an internal “Auditor General"
activity under the direction of the Administrator, augmented by an
external GAOC "watchdog® activity. The Congressional commitiees, of
course, operate under their own vrerogastives, and we need to do & better
Jjob of selling them on our effectiveness in the development field.



I1I, FUNCTIONS AND ROLE OF ATD

The setting described in section II provides the basis for defining
a gsat of functions for AID. A clear statement of purpose is vital
to building organizational spirit and dedication., Because of 1ts
importance to the future, one is tempted o become almost Bibliical
in defining the funetion of AID--an urge we have resisted--since
the basic functions can be stated fairly simply.

Reasons for Assistance

The U.S. provides assistance to the developing countries because

. we believe that the possibility of peaceful evolution
of nations is enhanced by the prospects of accelerated
development.

. we believe that humen dignity and the development of
each individual's potential are essential to a free
society and this belief dictates a concern for pecple
everywhere.

. We believe that man can develop the capacity to abolish
hunger, illiteracy, premature death everywhere. Urgent
social problems at home dc not negate our responsibility
tc help the IBCs, in concert with others, in these
endeavors.

. we believe that ultimately the problems of development
are wrld problems. Neithner our ethics nor our
econcmies can toleralte a world divided between the
fat and the sfarving.

. we believe that there ic ample evidence of major
progress in developing countries and that foreign
assistance has played a small, but vital role in these
achievements.

The U.S. development assistance program provides funds in pursuit of
these national and foreign poliey objectives. In part these objectives .
are met through our contributions to international agencies; in part
through our bilateral program. Both programs serve the same general
objectives but the bilateral program can. in addition, concentrate .
on arezs of special interest to the U.8, These special interests

are both geographic and substantive. In some areas, such as Latin
America, the U.S. has special interest; substantively the U.S5. has

unigue capacities and experiences con which we wish to build in our

aid prograas. These include agriculitural research and production,

~
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science and te¢-hnolegy. c¢fadtal markets and price incentives, mass
education, vopulatior and pibtrition. In addition, the U.S. has
unequallied organizational ski’l in providing humenitarian assistancs
which, as has recently been cemonsirated, cannot be easily inter-
nationalized. To represent specific long-term foreign policy
interests and to meko effective use of American experience is the
responsibility of AID. AID hes three guit.: distinct responsibilitiee,

i
&,

1. Spokesman for Development Interests

AID has = unique perspective on the problems of development. While
aid is an instrumwent of foreign policy, it supports long-term interests
rather than assures the achievement of shori-fterm objectives. IHowever,
aid can only serve hroad foreign policy interests effectively if the
totality of developmszrt problems is taken into account in the formu-
lation of U.S. policy. In this context AID advises the Secretary of
tate and the President on the impact of policies--trade, aid,
monetary, investment--on the developing countries. ATD's expertise
is not limited to countries where we now have bilateral assistance
programs. This brosd expertise should be retained since many develop-
ment issues are gloval and because the international development
institutions, tc which we contribute heavily, operate in many countries.
In sddition, AID should be the Government's principal spokesman on
development problems with the U.S. public, the Congress, other donor
countries and international agencies. In most cases, of course, the
impact of general policy issues is not limited to developing countries
and ATID would be cne participant in discussions for which other have
primary responsibiliity.

2. Innovator in Development

ATD has contributed importantly to innovations in the past--in
development policy, in agricultural production methodology, in
transferring rescurces and skills, in planning and eveluation, in
research, irn population plasning, in nutrition and in other fields.
But much more needs to be done. Many of the major problems which
the developing courntries will face in the 1970s have outstripped
the ability of current institutions, delivery systems and technology.
The problems of population growth, food and malnutrition, mass
unemployment, and Jow-cost health and education systems reguire
betier understanding of the dynamics of development, new types of
public and private institutions, new technigues for delivering
services, new policies for allocating resources, and in some cases,
new techriclogies. AID needs to place major emphasis on innovation,
research and joint problem-solving efforts with the developing
countries in the years ahead,
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ATD's responsibility should be to emphasize experimentation and
inncvetion both in the desigrn and implementation of programs. Once
activities become accepted and traditional we should actively seek
to turn them over to other development organizaticns, exeept in
cerefully selected areas wnere U.S. expertise makes cortinued work
desirable. Cpinning off the established is essentisl if cone is to
explore the new, with limited rescurces.

.....

ATD is responsible for managing & $8 billion development assistance
portfolio. The portfolio includes loans and technical assistance
activities in process of implementation. Inevitavly, the way we
manage these regources afiects cur ability to fuifill the other two
roles; our resource management capacity is the bedrock on which our
other roles stand with the publiic, the Congress and other agencies.
Qur rescurce management capacity carn ve imprcwed by reducing the lag
between conception and implementation, by relying on LOC initiatives,
by involving developing countries more effectively in the planning
for and design of programs, by focusing our resources on tiose
priority development prchblems to whose solution we can contribute,
and by slimming down our orgenization.

The foliowing secticns deal with the detsils of AID's three rolss,
and the chanyes necessary to discharge them effectively.




IV, SPCKESAN FCR LEVELOPMENT

One of AID's principal functiocns is to be a spokesman for U.S. develop-
ment interests within the policy councils of the U.S. Government,

with other governments, interpaticnal institutions, the Congress

and the U.8. public. This function is not 2 bureaucratic prercgative
but derives from the fact that development is AID's business. AID's
knowledge of development problems and policies and of the develop-
ment objectives and merformance of many countries, places it in &
unigue position tc analiyze and assess the impact of U.S. policies on
developing countries.

AID's role in policy formulation is analogous to that of any specialized
agency--Treasury, Commerce, Agriculbure--which brings its knowledge

and concerns to b ar on specific issues, Foreign policy needs this

sort of input if it is to be balanced and realistic.

The role of spckesman regiires

-- broad and expert kmowledge about the economic and
social requirements for growth in tThe developing
countries (not limited to those in which bilateral
programs operate) and the relation of these require-
ments to actions of the industrialized countries.

-- the knowledge and capacity to deal with other
industrialized countries on development issues at
the policy and program level,

-= thorough knowledge of the multilateral institutions
and the ecapacity to deal with them at the policy and
over-all program level.

~-= sgtaff competence toc deal with general development
issues such as intra-1DC trade, debt, export growth,
and employment policy.

-~ a knowledge of sgector igsues and the capacity %o deal
with functional agencies such as the UNDP and the UN
special organizations.

-- adequate opportunity to participate in the decision-

making bodics within the U.S, Government which degl
with foreign policy guzsticns affecting development.

-1l
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In recent years AID has not adequately discherged tans role as s
spokesman on development issues within the U.S. Government and.
des.ite some buildup of staff, capacity necessary to this function
remaing limited. We need to reaffirm this function and increase
resources devoted to it.

We must orgenize ourselves:
. to identify and analyze development issues.

. to assure hizgh level attention to these issues

in formuleating Agency vpositions,

. %o speak out as an Agency on these issues.

An essential first step is to alter the AID decision-making process

to insure that such issues, properly staffed out, rise to the top

for systematic consideration by the Administrator and his senior

staff. Sound policy decisions require that the preparatory discussions
involve 211 those with relevant experience. We recommend in Baciion I
the establishment of an Administrator’'s Council which will provide

the forum for such discussions.

A gecond step is to improve the machinery to monitor follow-up on
policy decisions with regular reports to the Administrator and the
executive staff. This will require a selective increase in staff
resources devoted to the analysis of development issues, to the
reparation of position papers for decision, and to implementation.

These proposed internal improvements are fundamental to being an
effective spokesman for development within the U.S. Government.

The matters listed below reguire urgent attention.

Coordination with Other Donors

U.S. acsistance is a decreasing share of bilateral develcopment
assistance. This puts a premium on more effective coordination with
other donors. In the past coordination was desirable; now it is
essential.

A great deal, of course, is already Teing done in this area and
ATD often has played an important role in creating new coordinating
mechanisms, in assuring more effective staff work for coordination
and in urging international organizations to exercise leadership.
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Coordination is more than a matter of discussing country assistaence
levels in consortia and consultative groups. It requires sustained
dealings at the policy, program and operational level to evolve &
coordinated division of labor in attacking development problems
generally and in specific countries or regiomns.

This emphasis on contachs with other donors applies also at the
field level. Formal or informsl coordinating groups of donors
within recipient countries should be pursued under the segls of
the host country, the UNDP, the IBRD or the principal donor. It
provides a basis for keying our programs to LDC priorities and
other donor activities.

Participation in International Forums

The problems of development and assistance strategy are the subject

of discussiorn in many interrational and regional forums. TFor instance,
UNCTAD, despite its sometimes shrill veice, is the source of meny
imaginative ideas and proposals. Yet AID has considered such forums
merginal to its inberests, has participated sporadically in preparatory
work, and rarely participates in the meetings. When AID representatives
participate in meetings of regicnal organizsations our participation
tends to be limited to guestions of aid levels and distribution.

Rarely are general issues--e.g., trade matters--discussed on an Agency
basis. If ATD is concerned with development, not just financisasl
assistance to development, it must concern itself with the work of the
interpational institutions which deal with development issues.

Internstional Financial Institutions

In 1970 the internationsl development banks committed $3,376 million.
Obviously, the policies governing these loans have a2 major impact on
our own policies, programs and techniques. Yet the mechanism for
instructing our Executive Directors remains oriented toward financial
concerns, with scant attention to developmeni problems.,

Cuorrently, the U,S. position on issues before the international
development banks is determined by the Secretary of the Treasury with
advice of the Nationel Advisory Council. AID was a member of the NAC
before 1966, We believe that, as a minimum, ATD should be included in
the NAC 28 &z vobing member., In addition, we believe that either the
U.S. Executive Director to the international banks or his Alternate
should be perscns with ATD experience. This is already the case with
the Inter-American Development Bank.
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The U.S. should recognize, as some other countries do now,

two guite separate categories of issues come beiore th Paards o
+he international banks. One set of issues involveg the hasic charter
of the orgenization, the volume of its resourees, its acczes o
cepital markets, its credit raiing and the Terms of iis borrowing.

The other deals with its lending policies and the assessment of
performance of individusl countries. This set of issues is of Ge=p
concern tc the U.S. Government and strengthened U.S. participation
reguizres a more effective role for the U.S. development agency.

El
L

x

Tnited Mations Development Progrom (UNDP)

ATD needs tc strengthen its policy and program relationshins with
+the UNDP, vhich mow has ong of the lergest technicel assisbtancs DUNETERS,
and +the UN special sgencies, These relationshipe are now the reqransie
bility of State/I0. There have been proposals in the past that State
shift responsibility for deslings con development issues with the UNLP
to ATD while retaining responsibility for over-all political guidance.
Such an arrangement would be consistent with the present division or
labor hetween State and LID for country progrems. It would streesmiine
the cumberscme system for providing AID technical ilrputs and WOUl more
effectively coordinate U, s, development interests as expressed in the
specialized agencies. It would improve relationships with CTongrass if
all technical assistance bilateral and multilateral, werc rcgaried and
handled as part of a common objective rather than as competitive
enterprises.

Global Development Problems

The role of development spokesman also implies encouraging the creation
of international consultative groups for sector problems. Thz Inter-
national Agriculture Coordinating Group being led by th: world Pank 1is
an example., Similar groups addressed to specific sechcr concerns in
education, population, employment, and so forth, should be explored.
Although the U.S. may take the leadership in one, perhaps Lwo of these
groups, its primary concern should be to encourage their formation.
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WE RECCMMEND THAT

1. AJID strengthen substentially itls capacity to coordinste with
other bilaterai domors et policy, program and operational levels.

2. AID expand its concern with and participation in the work of
UNCTAD 2nd other UN specialized agencies.

3, ATD become & member on the National Advisory Council on
International Monetary and Financial Policies.

L, ATD strengthen its capacity to deal with the lending policies
of international financial institutions. ‘

5. Either the U.S. Executive Director or his alternate, at the World
Bank and regionsl banks be a perscn with AID experience. (This
already is the case with the IDB.)

6. ATID strengthen its ability to deal with the UNDP at the program
and policy level; and explore the possibility of transferring liaison
on technicsl issces to AID.

7. ATD continue to work toward establishing international coordinating
mechanisms on major sector issues.

8. ATD pressntations to the Congress and public groups reflect the
sntermal shift toward broader involvement in development policy issues
rather than conbinuing to limit presentations to AID financed activities.



V. THNOVATOR IN DEVELCFMENT

The problems of development are changing and many are becoming more
scute. In some cases our basic knowledge is inadeguate, in some
technology is insppropriate and in some the institutional sund policy
Prameworks are outdated. AID cannot be the "gap filler™ for all know-
ledge problems, but we must devote & much greater share of our talents,
effort and finences to help find answers to the eritical development
Since the world's problems are many and our IesCurces
meager, great selectivity is cilled for, which will create permeanent
strain between this objective and the innovative drive which knows

probliems.

nc bounds.

There are some general gulding principles:

The Agency must develop & more sharply directed
research philosophy. It does not now exist. The
central research program, which can lay some claim
+to coherence, is only a part of our total effort.

Research on development problems is a long-term,
global problem. This means that we must (a) be
concerned with building institutional resesrch
capacity in DCs, (b) stress international coordination.

ATD research must be conceived of as a ool of
management i.e., it should be directed. The problem
areas we velieve our operation programs will deal
with in 1975 should be the starting point for deciding
what research to undertake now.

Except for basic research, where requirements outstrip
1DC faeilities, research should be financed in the
developing countries, with U.S. institutional support
where necessary.

Reseszrch must be an integral part of our planning.
Research plans must be discussed at the senior staff
level, research results disseminated, and the appli-
cation of research results regularly evaluated.

IDC problems are always multi-disciplinary. It would
be ag neive to think of effective family pianning
solely in terms of prostroglandin as it would be to
think of increasing production solely in terms of
raising farm prices. This does not mean that all
research projects must be multi-disciplinary; it does

~16=~
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mean that if we decide on & researcn project we
should simuitaneously develop studies of cother
aspects of the problemn.

-- Innovation is far brosder than research. Change is
constantly needed in the way we do business and in the
way we perceive problems. We must provide channels
and receptivity to new if_as. Without this yeast even
a revitalized orgenizat.on will gquickly congesl agsain.

These principles leed us to the specific suggestions outlined below.

1. AID and LDCs' Basic Research Problenms

ATID should expand its role as the spokesman for the LDCs to help
insure that the basic research efforts of bothk U.S. public and private
institutions give sufficient recognition to criticael preolems of the
developing countries. 7For instance, much of the ongoing research

st NIH or HEW could be of benefit to the developing countries, or

the basis for further research by the developing countries. A more
active role by AID can strengthen mutual interests and channels of
information.

2, Ccncentration on Applied Research

Given the fact that ATD has a limited amount of money for research,
plus the fact that other U.S. public and private institutions are
engaged in basic research, it is recommended that AID concentrate
primariiy on directed research for problem solving in sectors and
sub-sectors of concentration: agriculture, education/training,
family planning, efc. The majority of AID's research money should

go for work on major problems related to present operational

programs and in preparation for future operationel programs. The
research should deal with applied technology, e.g., adepting existing
agricultural technology to tropicel soils, or, in the social sciences,
with new forms of institulional development and development policies.

3. LDCs as Center of the Research Efforts

Developing the applied research capabilities of the institutions
in the developing couniries rather than of U.S. institutions should

. be the prinecipal chjective. We basically doubt the possibility of
successfuily carrying out research on development problems outside
the developing country environment and exclusively under the guidance
of persons who are trained to different values and different factor
relations. Funds should be provided to research institutes and
individual resesrchers in developing couniries to engage their
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knowledge and talents. As a general rule the U.S, institution
should be the subcontractor, providing support, and the institution
in the developing country should be the principal. If we want to
support the application of middle level technology for industrial
development in the developing countries, we should give assistance
to an institute of technology in a developing country which can then
engage U.S. researchers to a&ssist in aspects of the research design
and execution.

L, Internetional Coordination

In an effort to economize on scarce talent and resources, as well
as to get better coordiratiocn of other donor inputs, megjor overseas
applied research efforts should be handled through multilateral
regional institutions. We have had success working with other
bilatersl donors and the World Bank in establishing regional multi-
lateral institutions in agriculture, i.e., IRRI and INTA. Similar
muitiietera]l regiconal institutions should be established in other
disciplines, e.g., cenbers for experimentation and study of non-formal
educational techniques or centers for the study of individusl social
and economic aspects of family planning. These regional centers
shoul¢ be closely linked to naticnal institutions in the developing
countries, if their research results are to be reflected in new
practices and procedures.

5. IEvaluvation of Research Efforis

It is assumed thai properly planned research efforts will incorporate
an effective evaluation system. LA disproportionate amount of the
Agency's talent and time goes into the plamning and the budgeting

of research activities with insuificient attention paid to the
evaluation of the results and what must be done %o get pay-out fron
these researcr efforts in the developing countries., The Agency must
devote more nigh-level talent to dissemination of information and

the zpplication of research resulis to operational programs.

&, Innovation

However, AID needs not only redirected research programs--it must
seeX inrcovation in less formal ways. The innovative capacity of
our staff depends on their knowledge and experience, which is good;
on the channels of communication, which are poor; and on the recep-
tivity for new ideas and for changing ways in which we do things,
which is mixed. Consensus exists that ATD's primary role should be
to foster development--help the developing countries improve the
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lives and productive capacities of individuals. AID should not
attempt to copy or duplicate the rcle of other developmental insti~
tutions or try tc be z banker like the World Bank, but should be
corcerned with innovative problem-solving, concentrated in specific
sectors or sub-sectors. For example, the physical construction and
staffing of an asgricultural vocatiornal school should not be an end in
itself but the means in attempting to address the problem of how
agricultural training can be accelerated and made more relevant to
conditions in the developing countries.

Emphasis on problem~solving for development requires maximum flexibility
in the application of means, More emphasis should be placed on
innovative methods of combining technical and capital assistance for
eddressing specific development problems,

WE RECOMMEND THAT

1. AID should have a comprehensive research philosophy: research
planning, within this framework, should be discussed at the senior
management level.

2, AID should help to insure that basic research efforts of both U.S.
private and public institutes give sufficient attention to critical
development problems.

3. AID should increase the budget for research and pilot problem-
solving efforts and concentrate a substantial portion of such funds
on applied research in priority sectors.

4. Research efforts should be concerned with innovative application
of tecnclogy, new forms of institutional development, and irnovation
in development policy.

5. AID's research efforts should be centered on developing country
institutions and perscnnel.

&. Creater emphasis and support should be given to establishing
selective international research institutions akin to IRRT and IITA
in other fields, including non-formal education and family plapning.
These international research centers should be closely linked %o
naetional institutions in developing countries.

7. More emphasis should be placed con systematic evaluation of
ATD-financed research efforts in order to get pay-off and utilization
in developing countries.



VI. MANAGING OUR DEVELCPMENT RESCURCES

The wsy in which AID menages its development assistance program is
the basis for our repubation snd hence determines, in part, our
capacity to perform ocur other funciions.

Delivering goods and services to the LICs on a timely basis and in
support of well-planned activities is a cosily, time-consuming
orocess. It is not Boo suroprising therefore thet it has come to
dominate our lives, particularly sinece cur delivery system is hedged
about by restrictions (e.g., 56 items on the legislative checklist
for each loen). If we are to perform our other functions well, we
mast stresmline cur delivery system so as te free up the necessary
time and talent. We believe this can be done within the existing
legislative framework.

Dimensicns of AID Program Mansgement Responsibilities

The scope and magnitude o AID's program manageuent responsitilities
incinde:

.. maneging eng monitoring a portfolic of LLS active
dollar leans, toigling over $5 billion, in 55 countries;

.. wenaging and monitoring an active fechnical assistance
progran consisting of 1,044 projects in 52 countries
which will cost epproxipetely $3 bililon to complete
as rlanned;

.. mansging and monitoring a housing guaraniy program totaling
$287 million in 69 projects overseas covering k5,975
housing units;

T programs in 26 countries and totaling

.. perticipating with USDA in the development and administra-
e .
1

.. managing and monitoring PL 48C Title II govermment-to-
government programs in €7 countries which received
dopations of 8143 million in FY 1971 and Title II,
Voluntary Agency Programs countries which received
dcnations of $190 million T971s

- e

2

».
¥
.

e b o
o)
e

"
r 4

.. providing training for 13,110 participants (in FY 1971)
countries in the U,S, and other couniries
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.. coordinating the U.S5. Government and private sector
response to foreign disasters. In FY 1971, contributions

valued at 3106 million for LS disasters affecting 23
million people in 30 countries were meie by the U.S.;

.. assisting and overseeing the participation of 82 U.S.
voluntary agencies registered with AID's Advisory
Commititee on Voluntery Foreign Aid (e.g., Catholic
Relief, Church World Service, CARE, ete.);

.. managing and monitoring 78 research projects involving
31 J.S. universities, 15 research institutions, USDA,
Interior, HEW, Commerce, TVA and National Academy of
Sciences.

The Prin~ipies of Change

Two basic principles govern our recomendations; not all the detailed
recompendations are vitale-the adoption of the principles is.

Firest, we musc establish c¢lear management responsibility for programs,
cpergtions and policy formulation. This implies many specific changes
ineiuding:

- separat..g management responsibility for plenning
from implementation, with adeqguate provision for
cocordination at all levels.

. giving the management iean responsible for implementation
the zuthority t¢ cecide implementation issues, subject to
policy decisions, rather than depend on generalized Menusl
Crders.

. &assuring that Missicns emphasize equally implementation
and programming.

. establishing the concept of project officers in Missions,
with full respousibilify for monitouring all aspects of
project implementation and with full asuthority within
the Mission to help the hest country assure the integrated
use and timely arrival of U,S, inpubs.

Secondly, we must avoid the expensive and complicated duplication of
support services by unifying them and meking them directly responsive
to those having operaticnal responsibility. This implies measures,
including:
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. raising the level of management devoted to implementation.
Overating decisions must be made consistent with stated
policy objectives.

. improving the definition of implementation issues for
policy decision.

. combining implementation functions by sector.

The Sector Focus

ATD has made considerable progress in integrating capitel and technical
assistance resources but more needs to be dome. All too often isclated
projects--even if successfully completed~-fall by the wayside because
the linkages to policy, to other institutions and to the country's
planning mechanism are not established. With limited resources we can
achieve more if we concentrate progrems on a clearly defined set of
cbjectives in a limited number of sectors or sub=sectors.

The sector focus should be the basis for both planning and the
organization of implementation. A sector approach will

. improve the standards of analysis

. provide a basis for senior management attention to
development poiicy issues and allocation priorities

. enable us to define project objectives better

» promote standard Agency criteria, with sufficient
flexibility to managers to take account of widely
differing situations in the LDCs

. strengthen the lirks between evaluation and programming
and between research and operations .

. provide an organizational framework for implementation
which meximizes professional interchange and responsive-
ness to policy objectives.

Such changes will teke time--both to recrient existing programs and
to develop the necessary sector analysis. Moreover, there must be
broad leeway in the selection of sectors or sub-sectors. The gulding
eriteria must be the recipient country's priorities and our ability
to mount an effort.
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Depending on the size of the program, work in two or three sectors

may be appropriaste. Wnat should be avoided, however, is technical

assistance projects in separate, unrelated areas, and loan projects
in yet other areas.

Por our planning system the sector aprroach would require further
significant changes. The AID programming system has been in
transition in the past two years. We have deemphasized country
vrogramming, strengthened the sector approach and improved techrical
assistance project planning. The further steps thal are uecessary
include:

-~ Reaffirmation that over-all country snalysis should be
the responsibility of the internaticnal organizations.
we need not duplicate their efforts. We musv, however,
strengthen our coordination to assure that our concerns
and sector interests are covered in the analysis of the
international financiel instituticns and capacity to
assure that the conclusions of the IFls are reviewed and
form the framework for our sllccation declsions.

~= TFocus our analysis on selected sectors. This implies a
need for more and different analytical talent and a
recrientation of much of our thinking. We must become
much more knowledgeable about the total sector (or sectors)
in which we work in recipient countries. This will improve
the utility of our assistance and add tc our professional
standing,.

-~ Make the secitcr analysis the basic decision.msking document.
After review and discussion with the Administratort!s
Council {see Section IX), it would be the framework for
all assistance activity in the sector.

-~ Mike the sector the basis for integrated budgeting of.
211 financiazl resources--loans, grants, PL 480 Title I
and IT--and menpower., Loan pepers and PROPs can be
greatly simplified since they will no longer need to
repeat the sector objectives--they become documents which
implement agreed sector objectives.

On the implementstion side the sector approach provides the basis for
grouping support and implementation functions so that
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» Drofessional substantive specialization will be
eveloped instead of specialization bv itype of financing
or implementation technigue

. standardized implementation procedures will be assured

« Dolicies regarding different fypes of resources will be
harmonized

. operational experience will be utilized oun sn Agency-
wide basis

. fiscal data can be designed as a tool for msnagement
decisions and repcriing requirements can be simplified.

The sector approach will be implemented in the framework of program
objectives.

Technical Assistance

Within each sector technical assistance projects must cease Lo be
"ours” and become "theirs." It is not encugh to talk zbout giving
priority to LDC planning, we must do so. Technical assistance projects
should be planned and designed by the recipisnt country wherever
possible--and it is possible in most countries, PROPs should not be
internal ATD documents giving our objectives, but documents prepared
together with the recipient spelling cut the program objectives. Where
prcject design capacity is limited, such as in the least developed
countries, we should furnish necessary assisbance to help the recipient
prepare the proposal. Other attitudes must change., Project management
is a host country responsibility. If they cannot do it, they cannot
benelit from the project. Our role is to coordinete our inputs and to
assure that they are being used for agreed purposes.

All of the suggestions below are predicated on the proposition that
the reciplent ccuniry can take more respousibility for implementation
(they do in cther donor aild programs) and that their doing so will
enhance the utility of the assistance. Many of these sugegestions have
been discussed before and some are in an experimental stage. We list
them here because we believe we can move to implement them now.
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Specifically,

Block CGrants, providing "preograwm’ grants to be used

40 hire technicians and provide training in one or
more sectors. The recipient would be responsible

for contracting and its contraciting procedures and
practices should normally be followed with only such
revisions as are necessary tc meet U.S. legal require-
ments. AID finsncing would be limited to “topping off"
salaries and financing training.

Binstional Foundstions, Joint institubtions limited
in scope to develor and strengthen indigenous
training and research capabliiities and to act as a
linkage with the U.S. scientific and technical
commmnities.

Multi-vear Funding. The annusl funding cycle forces

attention to mimutiae at the expense of substance.

The subject is endlessly debated within AID with

+he imvarisble conclusion that long-term funding is
desirable~-till we get ic the question of allocating
resources for it. Rerely does any Bureau wish to give
picdty to extending the funding available to an on-
going project at the expense of any new sctivity.
ionger term funding is essential even though it has
the public disadventage of developing a larger pipe-
iine. The only way %o achieve it is to decide that
increasing forward funding has a priority claim on
funds., A prereguisite to a sernsible forward funding
system is better and more specific eriteria for project
termination. This puts & premium on improved project
design. Properly forward funded projects will reduce
paperwork, inciuding the annual FROAG.

Improved Project Design. While we have made considerable

progress in specifying objectives and assessing needs
through the introduction of a standardized evaluation
system, toc often the preject design in terhnical assistance
is not sufficiently thorough. By integrating technical

and capital assistance in a sector framework, we provide

the analytical setiting through the sector analysis.
Personnel can then concentrate on project design instead

of project documencabtion, and make more extensive use of
roject design tesms which combine sector and country
expertise.
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Training. Arranging training for country participants

is a maze of involvements and conflicts--complicated

by roles played by several AID cffices both in the

field end in Washingborn, mary other U.S. Government agencies,
and contractors. These rcles coften duplicate or conflict
with each other. In general, training should be placed in
the sector, rather then a prcject context. We must recognize
the mobility of the trained lebor force in the developing
countries as well as the fact that a better trained tech-
nician irn the Plamning Commission can have as much, or

more, impact o an agriculbural sub-sector as a better
trained extension worker.

Responsibility for selecting participants and training
institutions should be transferred to the recipient
country. AID participants are only a small porticn of

the number of students which go abroad from any country.
The others manage to arrange their travels and studies
without the mechanism we supply tc complicate the precess.
There will need to be exceptions in cases of short-term
specialized visits. We alsc need to havs a central back-
stopping function to assist LDCs in thelr contacts with
U.S. training faciliities and to assure that these
institutions provide adequate orientation. Mach of this
can be done by contract however. The different approach
in the field and in Washington will yield considerable
staff savings. We find 1t inconsistent witn either our
present, or our proposed objectives, tc have 173 AIDfW’pcsitions
in Training, compared 5o 148 in PPC, 184 in Vietnam snd 175
in NESA.

Reliance on Intermediaries. We recommend that AID operate
essentially as a pianning, funding, and monitcring agency,
with projects implemented by intermediaries to the extent

feasible.

Reliance on intermediaries for project coperations should

free up AID staff to focus on significant planning,

programming and delivery system problems--without maintaining
a large organizationalapparatus. We recognize that & policy
of increasing th2 use cof intermediaries cannot be pursued
plindly. Thelr services are more expensive, their experience
more limited, and the turnover of their personnel makes it
difficult to assure staff competence in technical issues

in the setting of the develoving countries. Increasing
reliance on intermediaries will require better planning

by ATD and more precise definition of what we expect from
intermediaries. This can be dome best in the sector framework.
While we should continue %c build the capacity of intermediaries,



- 27 -

we should not shy away fron countinuing to implement
projects directly during a transitional phase, where
special circumstances warrant.

As we increazse the use of inbtermediaries, and reduce
direct hire overseas siaff, we must devise (a) means

to avoid teking on the overseas support responsibility;
() contracts which do not involve us so deeply in
monitoring and comtrolling operaticns that we add to .-~
staff reguirements.

Capital Resources

As with technical services, capital should be provided in the context
of sechtor objectives and, for some countries, general macrcecconomic
analysis {program loan countries). To provide an effective framework
high guality sector analysis is essential. The loan paper can then
define weys to implemenit the sector strategy.

ATD now has a loan system, but with special variations in each of the
Regional Bureaus. This lack of coordination has ceritain advantages
but also crestes difficult problems both for internal agency manage-
ment s well as in our external relationships. Simplification and
standardization are essential.

Combining implementation responsibility by sector will strengthen

the prospects for sitendardizing basic implementation policies and
provisions. tandardization shouwld be accompanied by simplification--
of loan agreements, implementation letiers and other loan documents.

To be sure, some differences are dictabted by country situations and

any system must be sufficlently Ilexible o accommodate such differences.
However, this claim is often advanced in support of different provisions
which are only superficially related to basic country problems.

Good progress has been made in recognizing that capital assistance
cannot only be limited to direct forelgn exchange costs but more must
be done if the secltor approach is to function. Care must be Taken not
to build in a dependence on external capltal in any sector but we can
increase our Tiexibility in financing local and recurring costs and
in utilizing intermediate credit institutions.

In line with our general policy of relying increasingly on LDCs we

can increase reliance con LDC capacities to draft, negotiate, and
implement contracts. Simplification and standardization of our own
requirements is a prerequisite To a greater role for the borrowing
countries. Our past invelvement in these phases seemed to be a function
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more of Mission or Regional Buresu interest than of LDC capacity to

perform. We are aware that statubory constizints exist to ocur

shedding contract approvael responsibility for capital projects. We
Tox e

do not consider it a major deterrent to shifting contracting responsi-
bility to the IDCs.

We need to renew the attack cn eilminating procurement barnacles. We
are aware of sialutory comstraints but are convinced that a great desl
more can be accomplished within them.

Capital resources include all types of loans, housing guaranties and
PL 480-Title I commodities. Some progress has been made in the past
vears to integrate the budgeting of these resources--but not enough.
While the programming of Title I cormcdities poses special problems,
the volume and terms of resources should be considered in the same
process as the volume and terms of other capital ilnpubs.

Strengthening of Tinancial management and automatic data processing
systems. Mzny of cur financial and automatic data processing systems have
developed over the years with external users as primery customers and
with intermal manasgement needs coming in a poor second. Urgent attention
should be given t¢ developing an effisient, integrated system for
financial plamning, budgeting, accounting, reporting, and evaluation.

The tools for such a system - competent people and sophisticated

machines - are available. What is needed is the motivation and com-
mitment., Participaticon in the system by all functional groups -

program planners, budgeteers, operating managers, and accountants -

is essential to meet real management needs.

The Manual Orders. EBvery large Institution must have a record of 1ts
policy decisions and guidelines on established procedures. Our Manual
Crder system combines these functions to the detriment of both. Be-
cause of the sgheer volume to which the Manuzl Orders have grown,
revizion is infregquent and, in many wmatters, they nc longer reflect
the Agency®s policies.

The policy making mechapism which is recommended should enable us to
initiate a formal record of policy decisions for the Information of
ATD!'s staff. As with any policy, senlor executives would be responsible
for interpretation and Tor initiating proposals for change when appro-
priate. ©Policy shculd not be embodied in Manual Orders.

Procedural guidelines should be incorporabed in handbooks to guide
implementation and special operatlicns. They should emanate from the
office responsible for = particular function and, subject to legal
clearance and comments from other interested offices, be issued for
the use of the speciallsts concerned.



WE RECOMMEND THAT

1. AID establish clear management responsibility for programs,
operations, policy formulation. Measures to achieve this should
inelude:

-~ separating management responsibility for planning from
implementation, with adeguate provision for coordinaiion
at a1l ievels.

-- giving the management tean responsible for implementation
authority to decide implementstion issues, subject to
policy decisions, to essure expeditious action and
necegsary flexibilidy.

-=- assure egual emphsesis in Missions between programming and
impiementation.

-- establish the concept of project officer in Missions, with
Pull responsibility for moniboring all aspects of project
implementation and full suthority within the Mission to
help the host country assure the integrated use and timely
arrival of U.S5. inputs.

2. AID unify support functions and meke them directly responsible to
those having operetional responsibility. Measures to achieve this
shouldé include:

~-= raising the level of menagement which deals with implementation
igsnes and surmort cervices.

-- improving the definition of implementation issues for policy
decision.

-~ combining implementation functiocns by sector.

3. AID meke sectors the primary focus of AID planning and organize
implementaticn functions on & sector besis. The guiding criteria in
selection must be the recipient counbry's priorities and our ability
to mount an effort.

4, ATID meke the sector analysis the basis {fcor policy review and allo-
cation decisions. Loan papers and PROPs become documents defining
action programs to implement sector chjectives.

5. AID inmtegrate the budgeting of all rescurces (loans, grants, PL L480)
in the secitor framework.



- 30 -
6. AID place technical assistance activity firmly in a sector frame-
work and increase the recipientls responsibility for implementation
by incressed use of

-~ TBlock grants for advisers and training wherever feasible.

-- 1ife-of-project funding.

-- improve project design, including better criteria for judging
project completion.

-~ Binational foundations.
-- intermediaries, where economically and technicelly feasible.
-- host country institutions to select trainees and arrange
for training programs and reorient training concept to
make it sector rather than project oriented.
7. ATD simplify the loan process, including such steps as
-- standard loan impiementation procedures.

-- dincreasing local cost financing.

-~ increesed reliance on recipients to draft, negotiate and
implement contracts.

-- develoring mester loan agreement with borrowers to cover
standsrd provisions.

-~ eliminating procurement barnacles, within existing
legislative consirainis.

8. AID strengthen financial menagement and auntomatic data processing
systems.

9. AID replace the Menual Order system with a record of policy
determinations and & series of procedural guidebooks for specific
functions.



viI. PERSONNEL

Tae capacity of the Agency depends or its people. If we cannot attract,
stimulste and hold good people, we cannct do our job. The challenge

to competence must be built into the work, but the manner in which we
trest our staff is an egually important factor.

The comments the Committee received leave no doubt about the profound
and widespread discontent with our personnel system. We recognize
that our personnel system is part of two govermment-wide systems and
therefore functicns within constraints which cannot be easily sltered,
However, we are convinced that even within the standard regulations,
cur personnel system can be operated in & way which will make more
effective use of our people and become an incentive to employment in
AID,

Included amongst the measures which can readily be teken--

1. Training and career development. Our training program is ipadeguate
and fheve is no concept of career development., It should not be the
responsibility of the individual or even his immediate supervisor

to regquest training but rather the responsibility of management to
select those that should be trained. Successive assignments of selected
personnel should be made with the specific objective of preparing

them for eventual senior management responsibility. TFor others,
successive assignments should be designed to deepen substantive
experience. The prerequisite is a knowledge of our staff and a view

of suiteble career development for individuals.

2. Assignment of personnel on a worldwide basis. Despite gocd
intentions the use of personnel is still compartmentalized and some
staff members complete almost a2 full career in one Region. This
neither prepares individuals for sepior management responsibility nor
does it nelp disseminate information.

3, Foreign service. There should be a standard reguirement that
senior execuiives should have at least one tour in the field. This
applies to General Schedule and Foreign Service staff, We should

not tolerate senior executives in regional or other bureaus controlling
field operations without having firsthand experience. In the case of
GS personnel unwilling to go oversesas for a tour, maximum use should

be made of extended TDYs to develop the necessary comprehension.

. TIntern Program, We should restore a young professionals' progrem
which is the lifeblood of this agency. Without it we will have no
young staff a few years hence.




-32-

5, Upgrading Skills. We should seek = much greater exchange of
personnel with other governmenial sgencies and universities. Also,
very much more can and must be done O provide in-service tralning
opportunitiss with seminars here and in the field to provide our
staff with a2 general framework of development. Secondly, many of
our technicel staf? lose contaci with developments in their own
Pield because of the inczssant pressire of cperaticns. Prevision
should be made for regular periods of six months to permit persomnel
to pefresh themselves in their technicsl specialities. Finally, AID,
drawing on its own staff, can do much more o provide professional
information and short-term training courses.

6. Operation of A/PM. There is considersble dissatisfaction with
the operetion of A/PM--some of which is, no doubt, the normal

"meise level”. We recognize that considerable attention has been

given to streamlining our personnel operations. But the recommendations
sbove for the whole Agency sre perticulerly important for A/PM itself.
Training in personnel procedures needs to be increased, field service
should be mandatory for personnel officers servicing the foreign

service compleuent, there is z need to simplify basic operating
procedures, $o rationalize paper flow, and streamline the organization,

Beyond this, emphesis must continue to be given to building a service
mentality and orientation intc A/PM's operations--an effort which
placing A/PM under the cperations wing of the Agency 1s intended to
strengthen. (See Section IX.)

7. Speciazl Groups. The Agency is under instructions to assure
equal employment opportunity regardless of race, creed Or sex. There
are schive plans to implement this objective and we received no
comments to suggest that there ig a general problem. A number of
comments were received regarding the employment of women, pointing
out in particular that thers are no special provisions to facilitate
their working. It was suggesited thatl "in hiring to fill vacancies
ATD should determine whether the Job could be filled on a part-time
basis or on & Tulil-time basis splitting one Jjob between two part-
time employees. Many more women would be willing to accept this
type of employment; many married employees who resign upon the birth
of their children would be able %o continue their careers. HEW,
Peace Corps and AEC have successfully implemented programs of this
nature.”

We endorse this suggestion zrd urge its early implementation. A
1imited number of offices in AID offer parit-time employment and
have attracted high quality personnel.
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The Cormittee had neither the time nor the ccmmetenc~ so evaluete the
Punctioning of the foreign service panels. ¥e csn, however, report
widespread dissatisfaction. From personal experiewce it is clear that
the system is very expensive in terms of time an? money and needs
revamping. Staff promotions depend on the eloguence of the supervisor
and the correct choice of virulent adjectives in ads aate numbers. I
iz a delusion to claim that the system comparer periormance of
individuals--the system compares essays. Sines prowov.On= &r® SCRICce,
the war of superlatives has escalated over the yesrs to the point

that to describe anyone's performance as "averaga" Is thaougnht Lo be a
serious criticism. While we cannot prescribe the n=iure o the change,
it is clear that change is necessary and urgent. T2 sysi 1 must be
refocused so that those who decide on promotions are tkz pucnons ~ho
xnow the performance of the individual personslly aad +ho have so:e
management responsibility for it.



VIII. FIELD OPERATIONS

The nature of the AID field operation must change to reflect the
revised concepts and operating procedures in the preceding sections.
While Missions are ir transition as 2 resuit of previous studies,
they still reflect the purposes and crganizational structure
_appropriate to the program and relations cof a decade ago.

The field office has two basic responsibilities

. program development and coordination with tne host
country and other donors

. monitoring the utilization of U,S5, resources

and both must be defined in the context of uver-all AID objectives,
keeping in mind that AID programs operate under the authority of the
Ambassador.

In the past a great deal of mission staff time and analylical talent

was devoted to preparing & couniry development plan and designing an
appropriate policy framework for achieving plan objectives. The
emphasis in many countries was on "gap filling" -- macroeconomic
snalysis designed to guantify valence of payments deficits and invest-
ment shortfalls. Cepital projects were thought to have little relevance
except as a2 funnel for resources and virtually any sound project, in
almost any field was suitable for financing. Technical assistance
projects freguently had no relation to capital assistance and were
spread over many fields,

Senior mission staff were faced with massive annnal submission require-
ments from Washington which called for knowledge of all aspects of the
country, even when mission expertise might be limited to onz or two
areas. The exigencies of the budget cycle, plus the complex process
for loazn and technical assishance project approval generally consumed
the bulk of the time. Programming and obligating funds became the
test of success rather than management of existing programs.

The life style of missions also has not yet been fully adiusted to
current realities. The "high profile" which is so often objected to
obviously is not a function of numbers. Even in the largest missions
the total number of employees do not constitute an overwhelming share
of the foreign community. The "low profile” is a functior of style --
the degree of involvement in planning, the aggressiveness with which
policy changes are sought, the extent to which the U,S, exercises
leadership in consultative groups =nd in the country on development
issues., However, there is no doubt that our overssas life style has
contributed to the charge of 2 "high profile.” -Often our missiorn is

-3k
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in & coagpicuous building; we have staff housing serviced by large
staffs of locals; we provide commissaries, znd an extensive motor
pool. Inmevitably contractors demand the same services even though
their overseas salaries are tax free to compensate for the hardships
of LDC living., Some of these amenities were justified in the past
by the absgence of local facilities and in some countries they are
still justified on that basis., However, in many countries local

services are
own devices.

availablie today and other foreigners live well on their
Increasingly AID personnel should do likewise so as

to reduce AID direct hire support staff.

Sector Orientation and Supplementary Measures

While placing our program in sector context will help, it is not a
panacea, Measures in other areas will also be required. These

ineciude:s

Sector or sub-sector studies and design of releted
assistance strategy. Sector studies and the design
of the related assistance strategy will be largely
undertaken by the host country with TDY staff from
AID/W end outside experts supplementing Ffield office
capability. Once the sector strategy is approved by
AID/W, then additional specific project Cesign may be
necessery. Here again field missions will rely upon
TDY help from AID/W and help from private contracts.

Project/progrem implementation. While ATD hes pro-
gressively increased attention to program implementstion,
further steps are desirable., Successful implementation
involves not only good management of resources e.g.,
timely construction of the physicel facilities or
training participants, but slso addressing the essential
development problem which is the heart of the project.
The understanding of how the project fits intc the sector
strategy, how it relates to other activities in the .
sector, how economic policies and social habits affect
project operations, and to what uses its product can

be put are considerations which require both senior
management atiention and continuous review. The latter
will be the principel function of the project officer.

The role of project officers. In conjunction with

(2) IDCs having greater responsibility for project

management and support and (b) greater use of intermediaries,
AID should establii™ project officers for each msjor

project. The project officer should have full responsi-
bility for monitoring all aspects of project implementa-

tion and full authority over all U,S. resource flows --

DG, IL, PL 480 -- necessary to achieve the program
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or project cbjectives. In time much of the present
divisional supersiructure can, and should be done away
with and the project officer should have direct access to .
the front office in the missicn.

The rele of intermediaries. In an effort to mske use .
of the greater pocl of skills of U,S. universities and

the private sector, implementation of field projects

will be primaerily carried out by intermediaries.

These intermediaries either will be (&) CPEX personnel
contracted directly with the appropriate host country
institution as advisers or operating personnel or

(b) in the case of longer-term instituticonal development
via a host country contract between the U,S. and the

local institution.

Centralization of Controller functions. As the nature
of ATD field operations changes -~ sector concentration,
implementation by intermediaries, multi-year funding
reliance on the IDCs for project management and support,
concentration of progrem review and appraisal -- the
responsibilities of field controller staffs should also
be shifted to the LDCs and the intermediaries, or
centralized in Washington. Considerable staff savings
should result from this centralization. With greater
attention given to program implementation, accounting
and fisecal analysis should concentrate on expenditures
instead of obligations. Since expenditures would be
made primarily in Washington, centralization of these
accounting functions should not be troublesome. Fiscal
su.oort of the reduced direcl-hire field staff should
either be arranged through Embagsy facilities, or also
centralized in Washington. Fiscal management advice
and assistance can be provided on a TDY basis.

Use regional support offices fto assist with program -
design and implementation. In-country field staf ;

can be kept smell and more immediste backstopping can

be provided from regional support offices. This kind -
of regional backstopping is now provided for all loan
activities in Africa by two regional offices, one in
Abidjan, Ivory Cozst covering over twenty countries in
Central and West Africa and the other in Nazirocbi, Kenya
covering over ten countries in East and Southern Africa.
These cffices should be changed to & functional focus
covering both technicael and capitsl assistance and
provide assistance to country field operations for
project design: monitoring; and evaluation.
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-- Simplifying regional mission structure. In a few areas
we have regicnal missions {e.g., RCCAP and Fast Africa)
in addition to country missions. These arrangements
have led to duplication and inedequate integration of
our inpuis. Where regional offices are warranted, they
should be based on management judgments. It makes little
sense to have s mission assigned to regional institutions
and country missions %o the countries with which these
ingtitutions deal and then to carefully circumscribe
the staffs of each. Where regional offices are
Justified ~-- and they can be justified in msreas with
strong regiongl institutions, where there are a series
of small country programs, or where our activities have
a regional character -- there should be a single manage-
ment focus for all activities in the area with subsidiary
units dealing with bilateral activities where this
remeins appropriate,

-- Clear lines of responsibility beiween AID/W and the
field. ¥ the present time Tield mission chiefs report
to regional assistant administrators. This gives the
appearance of clear lines of responsibility. In fact
there are many budgelary spigots and support functions
cver which the regional assistant adminisirator has no
immediate control and for which there is no clear-cut
line of command up to the top levels of the Agency so
that a quick policy or operational decision can be obtained.

Projects proposed outside the regional bureaus are often
outgide the awreas of concentration which have been
officially negotiated/agreed to with the host countries

as representing their top priorities. Field mission
manpower requirements are naturally based upon the

program developed between the mission and the host country.

Tn some countries pilot programs addressed to developing
new appreoaches to a particular development problem will
be underwsy as part of the worldwide problem solving
efforts £imulated by TAB 1in coordination with other
donors and foundations. The missions will have varying
degrees of monitoring/liaison responsibility for these --
very little in the case of an TRRI, perhaps more in &
project such asg motivations of fertility behavior in
which the U.S. may have played a lesding role. Such
activities are essentizl but they must be agreed to, and
implementation implications worked out on a joint basis,
rather than superimposed on existing activities without
regard to demands on limited field staff for reporting,
monitoring or managing projects.
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-~ Reduction of the reporting burden on cur shrinking
field staff, as rapidly as possible. We believe it both
desirable and possible to suspend immediately all non- -
finaneciel formel reporiing reguirements until

. a determination is made as to which reports are -
necessary

. Buresau requests for like information ars
standardized,

~« Reduction of support services, Field staffs should
rely, to the meximum extent practiceble under local’
conditions, on the availeble facilities. Whenever
feasiktle, we should contrect with local organizeticns
for services instead of providing such services through
direct~hire personnel. Every direct-nire service perscn
8dds further direci-hire reguirements for adwinistration
gnd supervision. Institutional intermedisries, including
universities, should provide thelr own suppori services
and accept host country contracts. To assure consistency
in support services, and their management, AID's central
ranagement staff must become much more active in
establishing guidelines and supervisging field support
operations.

Mission Organization

There is no single ghructure suiteble to 2ll missions and it wonld

be a disservice tc prescribe one., This flexibility should be exercised,
however, within clear gulidelines as to scope of activiity, support
serviceg and supervisory layers,

Field operations will be basically of two types. though each will have
its variations.

1. The larger countries such as India and Indonesisa, whers
there will be programs in core sectors plus the concern with major
resource transfere, under consultative group segis. -

2. Other countries. where U,S, technical and capital
assistance will concentrate on a limited number of core problems.

There probably is an inverse correlation between the AID program
and the size and type of field staff needed to support the program.
In India, for exemple, it is possible to successfuily provide large
amounts of capitel lending, technical assistance via block grants,
and PL 480 with a relatively small staff because India has & high
degree of competent institutional and managerisl cepshility., In
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smaller countries a larger input of direct-hire end contract personnel
may be necessary to implement a modest sector program becsuse of the
more limited managerial capacities.

The AID representative and his .mmediate staff must have the professional
" competence to understand the host country situation. In the case of

an India-type program the AID representative and his immediate staff
must be sble to handle professicnally the economic studies and analysis
prepared by the IBRD and the consortium, as well as Lo follow and
understend the interplay of host country institutions and competing
interests in the planning and implementation of key host country

economic policies. This kind of in-country contact and assistance
pol}cy formulation cannot be handled by occasional parachutists from
AID/W.

Where U.S. assistance is concentrated in support of a sector strategy,
the AID representative, and his small immediate staff should be
knowledgeable gbout the recipient country and doror efforts in that
sector.

The extent of sector staff required obviously depends on the size and
complexity of the ongoing program. But with implementation monitered
by project officers, central support staff can be small and sector
anelytic talent will rarely be Jjustified in large numbers in any one
country. In virtually all cases loan officers, engineers and technical
advisers will service field operations either out of Washington or
regional offices. Whether lccated in a country or on & regional basis,
the technical backstopping services must be organized by sector rather
than by function.

WE RECOMMEND THAT

1. The nature of AID field operations be changed to reflect the evolution
of the development assistance during the last several years including:

(a) greater IDC insistence on and competence in determining:
their priorities and toc manage assistance programs;

(b) greater reliance on international organizations to provide
over-gll country economic analiysis and greater use of
consuicative groups and consortia as multilateral frameworks
to adéress LDC economic development policies.

2. ATD base country activity on agreed sector strategies %o

. assure continuity in programs

. permit recruitment of project officers on & long-term
basis

. provide a basis for effective delegation to the field.
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3. AID streamline the management and cperation of field offices by:

-

Relying more heavily on the host country to prepare
sector strategies, with the small field staff
supplemented by TDY personnel.

Establishing project officers with full respousibility
for monitoring all aspects of project implemsntation
and with full fieid authority cver U.S. inputs.

Utilizing intermediaries to the maxirmum extent feasible.
Centralizing the controller function in Washington,
with increased sattention to expenditures rather than

obligations.

Egtablishing regional field offices to assist with project
design and mornitoring.

Simplifying regional mission structure to eliminate
overlap with country missions.

Establishing clear lines of responsibility between
Washington and the field to assure that both country
programs, research activities and innovative pilot
ectivities are planned for in a single framework.
Reducing reporting requirements.

RBeducing direci-hire support services.

., Field office organization should have maximum flexibility based

on the type and size of the U.S. assistance program, and the differences

among ILDCs in their institutional end managerial capacity. The direct-
hire field staff should be small and concentrate on three basic

functions:

program develcpment

coordination with the host country and other donors -

monitoring ATD-~financed activities.



IX. ORGANIZATION

Bac ound

AID's decentralized, regionsl orgenizstion reflects the concepts of
assistance and the role of the United States in assistance prevailing
when AID was founded in the early 1960s.

AID was set up to direetly implement a large diversified program in a
variety of countries, using fully staffed field missions. AID was
expected to take an active role in encoursging countries to undertake
social and economic ¥eforms. It was expected to stimulate long-~term
development planning by the host countries and undertake country pro-
gramming to support (and sometimes guide) host country planning. AID'
emphasis was on filling resource geps and removing policy obstacles
t¢ growth country by country.

0

These considerations prompted establishment of decentralized regional
bureaus bullt eround the country programming system. Each bureau had
country desks, plaoning staffs, loan and technicel assistance back-
stopping, and personnel and wanagement offices needed to run large
programs in a zumber of countries.

The regional burean systew has served us well. It conveys advantages
of flexibility and assures that the entire assistance process from
planning to implementation for a given country remains under the super-
vigion of one person. As in any decentralized system there are dis-
advantages. There is duplication with the bureaus having separate loan
offices, technical offices, cngineering staffs, and manggament offices.
There is lack of communication; agriculturalists in the Latin American
Bureai have little knowledge of similar work in the Africa Buresu. In
addition, it has not been found practicable to vest the reglonal bureaus
with 211 the authority needed to carry out programs in thelir areas.
Central services for training, contracting, and procurement have been
set up. In recent years, there has been a gradual trend toward building
stronger, central offices--for policy and resource allocavion, technical
assistance and the central administrative offices. Personnel operations
were centralized a few years ggo. This trend has continued to the
extent that the staffs of the central offices in Washington now out-
number the regional bureaus by more than two to one. While in theory
giving the regional bureaus full responsibility for programs in their
areas, AID has, in fact, been spreading the responsibillity between

the regional bureaus and the central offices.

ATID today is a halfway house between the strong regional bureaus en-
visaged by its founders and a more centralized structure based on
functional specialization. This halfway position is expensive iu terms
of personnel and management time.

T P
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ATD's assistance program has also changed markedly. The number of
countries being assisted had dropped frem 82 in 1963 to L2 today.
The size of the program in the remeining countries hes dropped. We
are moving out of country programming. We are reducing the size of
field missions. We are placing more reliance on host countries to
set their assistance policies and plan and implement projects. We
are no longer the major filler of baslance of payments gaps. We are
focusing cur assistance in sectors. We are emphasizing innovsation
in attacking key development problems which affect many ccuntries.
¥We want to give increased attention to development policy issues.

These changes in AID?s role plus the drift away from the strong
regional burean structure of AID's early years clesrly poses the
guestion: Are orgeanizational changes needed? The Committee would
like to have concluded that the revitalization of the Agency could be
gccomplished without any seismic rumbles cn its organizational chart.
But we conciude that accomplishing the pmrposes recommended for AID in
thig report requires major structursl change.

The existing structure is not responsive to our needs nor supportive of
our aspirations; it was designed for different times and different
programe and it requires much too large a staff to men it.

We have avoided intricate organization designs and only sketched the
outlines of & revised organization. Not every function of the Agency
is discussed or even listed. However, we have sought to provide enough
ioformation so that the intent of the new systenm will e clezr encugh
for approvael, or rejection, in prineciple. The attached organizational
chart is illustrative; one way to deseribe our objectives. There are.
no @oubt, others. However, the underlying principles are clear and
can be summarized briefly:

-= Clear lines of authority. Responsibility should be clearxy
fixed: authority must match the responsibility.

~- Broader participation in decision making. BSenior management
should participate in major program and policy decisions.

-~ Separszting implemenitation from program planning. Both need
senior management attention.

-= Realistic span of managenment control. The number of offices
reporting tc the Administrator or to Assistant Administrators
should be limited t¢ & number which can be effectively super-
vised.

-- Unifieation of implementation by sectors. This will save
staff and expedite action.
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The Internzl Decision Making Mechanism

A, The Administrater®s Council

¥We propose sn Administrator's Council. The Council would function as
an advisory board ¢ the Administrator and would be the forum for
@iscussion of such mejor issues as:

-- the apnuzl budgetd
-« analyses of major policy issues

-- sectoral strategies and assistance proposals

e

-~ dmplementation policy issues
-= U.8. posifion in international forums

-- any other issues vwhich the Administrator wishes to place
fore the Council.

The Council is guite different from a senicr staff meeting. 1t is
not an information exchange system; it is a2 working body whose
deliberaticns are intended to provide the Administrator better in-
formatiin and a wider renge of views on issues which he must decide.
By irvolving the full senior staff, it wouid insure that decisions
benefit from the multiple disciplines and varied experiences which
the senior staff represents. It would insure that decisions made are
commmicatbed across all the Agency's units. It would speed decision-
making by ending the need to subject policy aund implemeniation proposal
te intra-bureau clesrance. Bureau proposals would be sent directly
to +the board for discussion and decision.

The Council members would be chosen by the Administrator among his
senior staff. The permanent group must be kepb swmall if it is to
be effective. Other participants could be invited on an ad hoc
basis appropriate to the subject under discussion.

B. Program Approval Process

The Administrator’s Council vould be responsible for reviewing country
sector aralysis and assistance sitrategy. BSubsidiary comunittees may

be needed to review in detall the individual losn and technical
assistance projects proposed to carry out an assistance strategy.

We therefore recommend the establishment of a Program Approval Commititee
to review PROPs and loan papers before they are submitted to The DLC.
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This Committee should be chaired by the Deputy Administrabtor and
consist of a select number of Assistant Administrators. It should

be = working and decislon-making body whose principal function would
be to assure that proposed programs support the sector objective and
that the proposed project design is consistent with AID policies.
Loan papers and PROPs will continue to reguire different formets--
because of legislative provisions and cther factors--the substantive
analysis should be to the same standards and address the same concerns
in both types of documents.

The External Approvel Process

1. Development Loan Committee

The DLC has not met in years. Interagency loan approval is cbbaired
through the Devrelopment Loan Staff Committee. Other agency repre-
sentatives are below Office Director rank with the result that an
ipmense amount of time is spent arguing about operational details
which it is AID's responsibility to deal with. The purpose of the

DLC was to assure policy level cocrdiration. To restore this purpcse,
we propose that the DLC be convened at the Assistant Secretary level.
The DLC would be chaired by the Adwinistrator or his Deputy and staffed
as at present, by the Office of Development Finance. The DLSC would
only meet if staff work requires inberagency coordination.

2. FL k&0

Review and approval of PL 480 programs is slowed by the lack of an
effective interagency approval process. The ISC, which is supposed
to approve PL 480 programs, is composed of stafi level officers
without decision-meking suthority. We recommend that ATD propose
raising representation on the committes to the Assistant Secretary
level.

Separation of Implementation fromw Program Planning

AID should separate responsibility for project implementation and
operations from policy formmlation and program planning. The
implementation and technical backstopping functions now dispersed .
among the regional bureaus should be centralized in a single operations |
unit reporting to the Administrabor through a Ccordinator for Operations.
We believe that the consolidation of implementation functions has

the following advantages:
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1. Consclidetion of projects Ty secior and sub-sector encoureages
specialization, communicaticn, &nd §*cfessionalism. it should
result in higher qu ity projects znd shouwld permit recruitment
of higher calibre Technical personnel.

»

. Consolication permits central revisw and more rapid and uniform
introduction of new implementation preocedures; it permits a concentrated
effort to build up intermediaries in verious Tields.

(WS

. Consolidation avoids duplication of losn, TA, and mansgement staffs;
it will result in marked personnel reductions and cost savings.

o

L. Relieving reci - o1 im@1nmentauion frees them to concentrate on
program ple .. ig W covelopment policy issues.

5. Consoliget.m irsnr~. that support services such as procurement,
training, andé »ersonny’. are responsive to needs of implementation;
it will reduce pro- - iural bottienecks and make for more efficient
implementation.

6, Consolidatiom and grouping of projects by sector glves Mission
Directors clear knowledge of where organizational responsibility
for solving implementation problems lies. This is diffused under
the present system.

In sum, consolidabtion of implementation has clear advaniages for an
agency whicik wishes to: raduce emphasis on country programming;
concentrate on sector programs; increasingly Turn implementation cover
to intermediaries; reduce staff:; gain a better grasp of policy issues
and be a more effective spokesman for development; and improve the
overall effectiveness and efficiency with which it delivers services.

There are also risks to this approach. There is a danger that dellvery
of services tc a perticular country mey slip beczuse the implementors
do not attach high priority toc the projecis there, but this danger --
by definition -- can affect only & minor porticn of AID projects.

There is always concern that operations which are not controlled by

the Regional Bureaus will take on a life of thelr own, with in-
dependent objectlives. This concern is heightened by memories of

+the profoundly unsatisfactory operations of the ICA organization.

However, after careful deliberation we concluded that the benefits

of consolidating operaticnal functions would far outwelgh the costs.

Moreover, we are convinced that any analogy between cur proposals and
the ICA experience is ineppropriate. Responsibility for all program
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development, design and approval remsins firmly in the Regional
Bureaus, the sector structure is =z further safeguard agsinst
diffusion of activities, and adequate 2oordinating mechanisms
are recommmended to assure that implementetion will serve - not
dominate - agreed pclicy and program ohjectives.

A. Conscliidating Operaiions

The Cperatiocuns Unil of AID would oversee the implementetion of all
projects, including interregional projects, and would administer
surporting services such as procurenment. contracting and training.
Centralization of these functions under & senior officer would

. insure nigh level aitenticn to implementation

. permit significant staff savings

. simplify implementaticn procedures

. permit greater inmterchange of technicel knowledge

. reduce the distincetions betweer loan and grant projects

» help to assure that impliementation is subservient to
policy cbjectives and program purposes.
The core of this part of the Agency would be organized by sector to
assure integretion of rescurces (D3, DL and PL LBO) and consistency
in policy appliecation.

B. Pilaxning and Progran Development

The regicnal buresus, less their support offices (management, insti-
tutional develomment, capital deveicpment) would retain full control
over project and program formulation and design, until the activity
is approved and ready for implementation. Thereafter, responsibility
shifts 1o the operstior wing. The regional bureaus retain a liaiscn
capaclty to keep abreast of the pace of immlementation.

The regional bureaus alsc are the prime repository of knowledge for
the countries in their areas and remain respcansible for country level
lizison with the international fins.cial institutions. They would
concentrate on developing meaningful sector assistance programs and
policles, drawing on technical perscunnel in the operaticns bureau or
technicians contracited for by the operations bureau. Freeing the
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regional bureau from concern with implementation should permlt more
professional involvement on a wider range of development issues then
at present. It also should enccurage more thorough, professional
formaigtion of sector programs and projects.

In addition to the regional bureaus, the policy and planning side
would consist of central offices responsible for budget and program
coordination; for development policy analysis and lisison with
internationsl organizations; for the development of innovative programs
and for special programs. Detalils of these functions are discussed
belcw.

Outline of a New Orgasnization

The attached charts show the relationship of major units in the ilius-
trative recrganization, the narrative describes the major purpeoses of
these units. This is only intended to provide enough information for
a decision principle; it is not a formal definition of functions.

A. Regional Bureaus

The three regional bureaus will deal with Africa, Latin America and
the Near FBast and Asia. The first two would have the same geographic
responsibility as at present, the latier combines NESA and EAD.

The regional bureaus would be smaller as implementation and management
functions are centralized. Desks would consclidate. The development
planning staffs would be built up. The regional bureaus would be
respcnsible for couniry sectoral analysis and for assembiing the teams
to design specific projects or programs. 7The regilonal bureaus would

be responsivle for obtaining approval of country sector strategies

Prom the Administratorts Council and to obtain the necessary approvals
for loan and technieal assistance proposals. They will alsc be re-
sponsible for U.S. participation in international consultative groups.
Their smell operations liaison staff will be responsible for coordination
with the program implementaticn offices to assure they are current about
progress in their programs and to flag any delays in implementation.

Rureau for Fumaniterian and Private Development Assistance

Thig office would manage the special programs which Iinvolve voluntary
agencieg, privete development orgenizaticns and humanitarian assistance.
It would include disaster relief, American schools and hospitals,

the (Qffice for Private Overseas Programs, Title IT1 and thée World Food
Programs.
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DETAIL OF AGRICULTURE PROJECT OFFICE
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B. Program Planning and Rescurce Allocations

These funciions would be discharged by twc Bureaus, as described
below:

Bureau for FPolicy and Program Coordination

This bureau would be responsible for two areas of activity. One
element would be responsibility for the resource allocation system
and the related decision-making process. This would include:

. the budgeting function; principally the work of ?PC/RS
pius the budgeting functions of the Controller. It
would encompass zll resources including PL 480.

. coordination; with regional bureaus, security assistance,
and CMB.

. central point for processing development loans and tech-
nical assistance projects to assure consistency with
policy and sector objectives and to serve as Secretariat
for the Program Approval Committee.

. evaluation: monitoring the non-capital rroject evaluation
system; installing a capital project evaluation system;
assuring periodic evaluation of major policy issues or
Trograll areas.

. legislative presentaticn.

The second element would inveolve providing leadership in formulating
AID's position on major development policies, in relations with

international development institutions on policy issues; in representing

the Agency in policy discussions within the U.S. Govermment; in pro-
viding a pool of analytical talent To support improved analysis of
trade and financial matters as well as major development lssues.

Buresu for Program Development

This Bureau is not simply & renaming of TAB. Its functions would be
much more salective and closely identified with future Agency needs
as identified through host country sector strategies. It should
eoncentrate on developing new knowledge and methods to attack key
development problems to which the Agency's assistance programs will
be girected. It should be organized around specific problems--e.g.,
food grain production, nopulation control--rather then by broad
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sector. Its work--research and pilot programs--mugt, wherever
feasible, be carried out in developing countries., Its operations--
aside from pilot projects or others directly related to developing
new approaches--should be transferred tc the operations unit.

C. Program Management

The Coordinator for Program (Operations would have responsibility
for the progrem impiementation of AID. He would (1) oversee the
backstopping and implementation of all technical assistance and
development loan projects; {2) administer the supporting services
required for loan and technical assistance implementation.

The following units would compose the program manasgement unit:

1. Assistant Administrator for Operations

This Bureau would be the heart of the operations side of ATD., It
would have responsibility for nonitoring the implementetion of all
Agency technical eassistance and loan projects. The bureau would be
divided functionally, e.g., an sgriculture projects office, a
population projeccs office, These offices would backstop both loan
and grant projects in their fields.

2. Assistant Administrator for Procurement of Services.

This is the chief services buresu ol the Agency. It would have
responsibility for procuring the services related to overseas
programs--technical services (contractors-intermediaries), participant
training (OIT), and commodities (procurement). Tt wounld ineclude the
Contrcller's Banking Branch to handle financial documentation, a
field support unit to backstop mission management activities, and

the office to backstop the housing guaranty program.

3. Operational Policy and Management Planning Staff

This staff works directly under the Coordinator for Program Cperations
to assist him formulates operational policies and procedures.

4. Regional Lisison Staff

This staff, attached directly to the Coordinator's office would be
responsible for liaison with the regional bureaus. They would be
responsible for kKeeping track of reginn-wide implementation progress
and following problems of special importance toc the region.
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5. Other Functions

_Personnel and Controller functions are self-explanatory. Washington
support services are the housekeeping functions in ATD/W. We would
add the responsibility for the data services function, for the AID
Reference Center and other document ccllections and B r any statistical
reporting functionsa.



